(UNAUDITED BUT REVIEWED)


SUPALAI PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

NOTES TO INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND SIX-MONTH PERIOD ENDED 30 JUNE 2007
1.
GENERAL INFORMATION


1.1
Corporate information



Supalai Public Company Limited (“The Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in property development and its registered address is 1011 Supalai Grand Tower, Rama 3 Road, Chongnonsri, Yannawa, Bangkok.

1.2
Basis for the preparation of interim financial statements



These interim financial statements are prepared in accordance with Thai Accounting Standard            No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, and the statements of income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.


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

1.3   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 2006.
1.4   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 2006. 

1.5   Adoption of new accounting standards during the period
The Federation of Accounting Professions (FAP) has issued Notification No. 9/2550 regarding Thai Accounting Standards (TAS), which was announced in the Royal Gazette. This Notification mandates the use of the following Thai Accounting Standards (Revised 2007) in place of the previous versions, which are cancelled.

TAS 25

Cash Flow Statements


TAS 33

Borrowing Costs


TAS 44

Consolidated Financial Statements and Separate Financial Statements


TAS 45

Investments in Associates


TAS 46

Interests in Joint Ventures


TAS 49

Construction Contracts


a)
Thai Accounting Standards effective for the current year

Thai Accounting Standards No. 44, 45 and 46 become effective for the financial statements for fiscal years beginning on or after 1 January 2007. During the fourth quarter of 2006, the Company changed its accounting policy for recording investments in subsidiary companies in the separate financial statements in order to comply with the revised Thai Accounting Standards No. 44, as discussed in Note 2.

b)
Thai Accounting Standards not effective for the current year

Thai Accounting Standards No. 25, 33 and 49 will become effective for the financial statements for fiscal years beginning on or after 1 January 2008. However, the management has assessed the effect of these revised accounting standards and believes that they will not significantly impact on the financial statements for the year in which they are initially applied.
2.
CHANGES IN ACCOUNTING POLICIES

2.1
During the fourth quarter of 2006, the Company changed its accounting policy for recording investment in subsidiary companies in the separate financial statements from the equity method to the cost method, in compliance with Notification No. 26/2006 regarding Accounting Standard          No. 44 “Consolidated Financial Statements and Accounting for Investments in Subsidiaries” (Amendment No. 1), issued by the Federation of Accounting Professions, under which investments in subsidiaries, jointly controlled entities and associates are to be presented in the separate financial statements under the cost method rather than the equity method. 


During the current period, the Company has restated the separate financial statements for the  three-month and six-month periods ended 30 June 2006, as though the investment in the subsidiaries had originally been recorded using the cost method. The change has the effect of decreasing net income in the separate financial statements for the three-month and six-month periods ended 30 June 2006 by Baht 1.8 million (no effect to earnings per share) and           Baht 7.4 million (Baht 0.01 per share), respectively. The cumulative effect of the change in accounting policy has been presented under the heading of “Cumulative effect of the change in accounting policy for investments in subsidiary companies” in the separate statements of changes in shareholders’ equity.


2.2
During the fourth quarter of 2006, the Company and its subsidiary changed its accounting policy for recording property and plant from the revaluation method to the cost method since the management believed that this would be more appropriate under the present situation. The Company and its subsidiary have therefore restated the financial statements for the three-month and six-month periods ended 30 June 2006, as though property and plant had originally been accounted for under the cost method. The change has the effect of increasing net income for the three-month and six-month periods ended 30 June 2006 by Baht 0.2 million and Baht 0.4 million, respectively. There is no effect to earnings per share. The cumulative effect of the change in accounting policy has been presented under the heading of “Cumulative effect of the change in accounting policy for recording property and plant” in the statements of changes in shareholders’ equity.
3.
RELATED PARTY TRANSACTIONS



During the periods, the Company and its subsidiaries had significant business transactions with related parties, which have been concluded on commercial terms and bases agreed upon in the ordinary course of businesses between the Company and those companies. Below is a summary of those transactions.
	
(Unit : Million Baht)

	
	For the three-month period ended 30 June
	

	
	Consolidated  financial statements
	Separate       financial statements
	Transfer Pricing Policy

	
	2007
	2006
	2007
	2006
	

	Transactions with subsidiary companies
	
	
	
	
	

	  (eliminated from the consolidated financial statements)

	Rental income
	-
	-
	0.6
	0.6
	Contract price

	Interest income
	-
	-
	0.1
	1.7
	Average 1 year fixed deposit rate of 4 banks

	
	
	
	
	
	(2006: Average MLR of 4 banks)

	Interest expenses
	-
	-
	0.2
	-
	Average 1 year fixed deposit rate of 4 banks

	
	
	
	
	
	and MLR which the Company has been 

	
	
	
	
	
	approved by bank minus 0.5 percent per annum

	Transactions with related company
	
	
	
	
	

	Purchases of construction material 
	7.7
	3.0
	7.7
	3.0
	Closed to purchasing price from third parties 


	
(Unit : Million Baht)

	
	For the six-month period ended 30 June
	

	
	Consolidated  financial statements
	Separate       financial statements
	Transfer Pricing Policy

	
	2007
	2006
	2007
	2006
	

	Transactions with subsidiary companies
	
	
	
	
	

	  (eliminated from the consolidated financial statements)

	Rental income
	-
	-
	1.2
	1.2
	Contract price

	Interest income
	-
	-
	0.9
	3.1
	Average 1 year fixed deposit rate of 4 banks

	
	
	
	
	
	(2006: Average MLR of 4 banks)

	Interest expenses
	-
	-
	1.2
	-
	Average 1 year fixed deposit rate of 4 banks

	
	
	
	
	
	and MLR which the Company has been 

	
	
	
	
	
	approved by bank minus 0.5 percent per annum

	Transactions with related company
	
	
	
	
	

	Purchases of construction material 
	15.6
	6.0
	15.6
	6.0
	Closed to purchasing price from third parties 


The balances of the accounts between the Company and those related parties are as follows: 

	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Phuket Estate Company Limited
	
	
	
	

	  Loan to
	-
	-
	300
	-

	  Interest receivable
	-
	-
	1
	-

	Total
	-
	-
	301
	-

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Supalai Northeast Company Limited
	
	
	
	

	  Loan to
	-
	-
	-
	83,284

	  Interest receivable
	-
	-
	-
	22,883

	Total
	-
	-
	-
	106,167

	Less : Allowance for doubtful accounts 
	-
	-
	-
	(18,758)

	Long-term loans to related party, net
	-
	-
	-
	87,409

	Advances paid for share subscriptions
	
	
	
	

	Subsidiary
	
	
	
	

	Phuket Estate Company Limited 
	-
	-
	-
	54,623

	Trade accounts payable - related party
	
	
	
	

	Related company
	
	
	
	

	Durafloor Company Limited
	4,962
	7,963
	4,962
	7,963

	Short-term loans from related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	
	
	
	

	  Loan from
	-
	-
	10,000
	60,000

	  Interest payable
	-
	-
	72
	394

	
	-
	-
	10,072
	60,394

	Supalai Property Management Company Limited
	
	
	
	

	  Loan from
	-
	-
	4,500
	-

	  Interest payable
	-
	-
	41
	-

	
	-
	-
	4,541
	-

	Total
	-
	-
	14,613
	60,394

	Long-term loans from director
	
	
	
	

	Director of subsidiary
	
	
	
	

	Phuket Estate Company Limited 
	330
	330
	-
	-


Loans to related party carry interest at a rate equal to the average 1 year fixed deposit rate of 4 banks.
Short-term loans from Haadyai Nakarin Company Limited carries interest at the MLR which the Company has been approved by bank minus 0.5 percent per annum, short-term loans from Supalai Property Management Company Limited carries interest at average 1 year fixed deposit rate of 4 banks and no interest is charged on the long-term loans from director of Phuket Estate Company Limited.

During the six-month period ended 30 June 2007, movements of loans to related parties and loans from related parties were as follows:

	
	(Unit : Thousand Baht)

	
	Consolidated financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2007
	Increase
	Decrease
	30 June 2007

	
	(Audited)
	
	
	

	Long-term loans from director
	
	
	
	

	Director of subsidiary
	
	
	
	

	Phuket Estate Company Limited 
	330
	-
	-
	330

	
	
	
	
	


	
	(Unit : Thousand Baht)

	
	Separate financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2007
	Increase
	Decrease
	30 June 2007

	
	(Audited)
	
	
	

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Phuket Estate Company Limited
	
	
	
	

	  Loan to
	-
	300
	-
	300

	  Interest receivable
	-
	1
	-
	1

	Total
	-
	301
	-
	301

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Supalai Northeast Company Limited
	
	
	
	

	  Loan to
	83,284
	8,920
	(92,204)
	-

	  Interest receivable
	22,883
	913
	(23,796)
	-

	Total
	106,167
	9,833
	(116,000)
	-

	
	
	
	
	

	
	
	
	
	


	
	(Unit : Thousand Baht)

	
	Separate financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2007
	Increase
	Decrease
	30 June 2007

	
	(Audited)
	
	
	

	Short-term loans from related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	
	
	
	

	  Loan from
	60,000
	25,000
	(75,000)
	10,000

	  Interest payable
	394
	1,128
	(1,450)
	72

	
	60,394
	26,128
	(76,450)
	10,072

	Supalai Property Management Company Limited
	
	
	
	

	  Loan from
	-
	8,000
	(3,500)
	4,500

	  Interest payable
	-
	61
	(20)
	41

	
	-
	8,061
	(3,520)
	4,541

	Total
	60,394
	34,189
	(79,970)
	14,613



Directors and management’s remuneration


During the three-month and six-month periods ended 30 June 2007, the Company and its subsidiaries recorded expenses related to salaries, rewards, meeting allowances and gratuities of their directors and management totaling Baht 12 million and Baht 29 million (separate financial statements: Baht 12 million and Baht 28 million), respectively. (2006: Baht 11 million and Baht 28 million (separate financial statements: Baht 11 million and Baht 27 million), respectively.)

Guarantee obligations with related parties


The Company has outstanding guarantee obligations with its related parties, as described in Note 20.3 to the financial statements.
4.
TRADE ACCOUNTS RECEIVABLE/UNBILLED COMPLETED WORK

Trade accounts receivable balances as at 30 June 2007 and 31 December 2006 comprise:
	
	
	
	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Total value of contracts signed
	32,995,790
	30,828,071
	31,282,684
	29,359,770

	Percentage of total project sale value
	72.19
	70.59
	72.64
	71.56

	Installments due
	24,860,796
	22,478,124
	23,402,906
	21,097,144

	Less : Cash received
	(24,844,481)
	(22,462,130)
	(23,387,577)
	(21,082,138)

	Installments receivable
	16,315
	15,994
	15,329
	15,006

	Less : Allowance for doubtful accounts
	(5,346)
	(5,053)
	(5,346)
	(5,053)

	Trade accounts receivable - real estate, net
	10,969
	10,941
	9,983
	9,953

	Trade accounts receivable - hotel
	822
	1,716
	-
	-

	Less : Allowance for doubtful accounts
	(95)
	(95)
	-
	-

	Trade accounts receivable - hotel, net
	727
	1,621
	-
	-

	Total trade accounts receivable, net
	11,696
	12,562
	9,983
	9,953



As at 30 June 2007 and 31 December 2006, “Unbilled completed work” and “Unearned income” comprise the following:

	
	
	
	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Accumulated amount recognised as revenue on percentage of completion basis
	24,762,476
	22,066,454
	23,324,960
	20,693,117

	Less : Installments due
	(24,860,796)
	(22,478,124)
	(23,402,906)
	(21,097,144)

	
	(98,320)
	(411,670)
	(77,946)
	(404,027)

	The balance comprises :
	
	
	
	

	Unbilled completed work
	557,740
	220,517
	557,740
	220,517

	Unearned income
	(656,060)
	(632,187)
	(635,686)
	(624,544)

	Total
	(98,320)
	(411,670)
	(77,946)
	(404,027)



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

The outstanding balances of trade accounts receivable as at 30 June 2007 and 31 December 2006 are classified by aging as follows:
	 (Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Less than 3 months
	11,135
	12,443
	9,786
	10,269

	More than 3 - 6 months
	3,467
	2,283
	3,213
	1,906

	More than 6 - 12 months
	982
	1,205
	872
	1,146

	More than 12 months
	1,553
	1,779
	1,458
	1,685

	Total
	17,137
	17,710
	15,329
	15,006

	Less : Allowance for doubtful accounts
	(5,441)
	(5,148)
	(5,346)
	(5,053)

	Trade accounts receivable, net
	11,696
	12,562
	9,983
	9,953


5.
COSTS OF PROPERTY DEVELOPMENT PROJECTS FOR SALES
	

	
	
	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Land costs and development costs
	2,324,924
	2,032,972
	1,963,790
	1,677,419

	Houses and commercial buildings in progress
	1,509,103
	1,232,663
	1,302,729
	1,150,343

	Condominiums and related land costs
	2,547,652
	2,988,116
	2,547,652
	2,882,691

	Total
	6,381,679
	6,253,751
	5,814,171
	5,710,453

	Less : 
Allowance for loss on diminution in project value
	(121,926)
	(124,082)
	(47,643)
	(49,799)

	Costs of property development projects for sales, net
	6,259,753
	6,129,669
	5,766,528
	5,660,654

	
	
	
	
	


Movement in allowance for loss on diminution in project value during the six-month period ended       30 June 2007 are summarised below:
	
	
	(Unit : Thousand Baht)

	
	Consolidated      financial statements
	Separate        financial statements

	Balance as at 1 January 2007 - Audited
	(124,082)
	(49,799)

	Less : Reversal of allowance for loss on diminution in 
	
	

	         project value during the period
	2,156
	2,156

	Balance as at 30 June 2007
	(121,926)
	(47,643)



During the six-month periods ended 30 June 2007 and 2006, the Company capitalised interest expenses of approximately Baht 33 million and Baht 41 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 30 June 2007 amounting to approximately Baht 4,834 million, or Baht 4,464 million per the separate financial statements (31 December 2006: Baht 4,527 million and Baht 4,216 million), respectively, with banks as collateral for bank overdrafts, long-term loans, bank guarantees and to aval promissory notes.
6.
RESTRICTED BANK DEPOSITS


These represent fixed deposits pledged with the banks to secure against bank guarantees issued by these banks.

7.
INVESTMENTS IN SUBSIDIARIES 
	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Investments

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006
	30 June  2007
	31 December 2006

	
	Million Baht
	Million Baht
	Percent
	Percent
	Thousand Baht
	Thousand Baht

	
	
	
	
	
	
	(Audited)

	Supalai Property Management Company Limited
	20.0
	20.0
	99.89
	99.89
	19,978
	19,978

	Haadyai Nakarin Company Limited
	191.5
	191.5
	49.89
	49.89
	105,370
	105,370

	Supalai Northeast Company Limited
	335.4
	116.3
	98.77
	96.45
	331,324
	112,153

	Phuket Estate Company Limited
	153.6
	76.8
	69.45
	44.09
	111,585
	38,755

	Total
	
	
	
	
	568,257
	276,256

	Less : Allowance for loss on diminution of investments in subsidiary
	
	
	(130,911)
	(112,153)

	Investments in subsidiaries, net
	
	
	437,346
	164,103


On 29 August 2006, an extraordinary general meeting of the shareholders of Phuket Estate Company Limited approved an increase of that company’s registered share capital from Baht 76,815,200 to Baht 153,630,400, through the issuance of 7,681,520 new ordinary shares with a par value of Baht 10. The Company invested a total of Baht 72,830,030 in shares offered in proportion to its existing shareholding and in unsubscribed shares offered to other shareholders (As at 31 December 2006, the Company paid Baht 54,622,523 and recorded this transaction as advances paid for share subscriptions). As a result the percentage shareholding of the Company increased from 44.09 percent to 69.45 percent. Phuket Estate Company Limited registered the increase in its share capital with the Ministry of Commerce on               15 February 2007.
On 6 March 2007, the Annual General Meeting of the shareholders of Haadyai Nakarin Company Limited approved the payment of dividend of Baht 1 per share to the shareholders, a total of Baht     19 million. The Company received dividend income on its shareholding proportion amounting to Baht 9.6 million (for the six-month period ended 30 June 2006: Baht 9.6 million).

On 19 April 2007, an extraordinary general meeting of the shareholders of Supalai Northeast Company Limited approved an increase of that company’s registered share capital from Baht 116,275,475 to Baht 335,447,520, through the issuance of 43,834,409 new ordinary shares with a par value of Baht 5. The Company invested a total of Baht 219,172,045 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 96.45 percent to 98.77 percent. Supalai Northeast Company Limited registered the increase in its share capital with the Ministry of Commerce on 22 May 2007.

8.
PROJECTS UNDER CONSTRUCTION
	

	(Unit : Thousand Baht)

	
	Consolidated financial statements

	
	30 June 2007
	31 December 2006

	
	
	(Audited)

	Land
	1,125
	23,470

	Building under construction
	70,071
	118,933

	Total
	71,196
	142,403

	Less : Allowance for loss on diminution in projects under construction
	-
	(3,430)

	Projects under construction, net
	71,196
	138,973



The subsidiary companies have mortgaged land and construction thereon in projects under construction with book values as at 30 June 2007 amounting to approximately Baht 66 million, (31 December 2006: Baht 134 million), with banks as collateral for bank overdrafts and long-term loans.
9.
LAND HELD FOR DEVELOPMENT


The Company and its subsidiary have mortgaged land held for development with book value as at 30 June 2007 amounting to approximately Baht 30 million, or Baht 8 million per the separate financial statements (31 December 2006: Baht 30 million and Baht 8 million), respectively, with banks as collateral for bank overdrafts and bank guarantees.
10. 
PROPERTY, PLANT AND EQUIPMENT


Movements of the property, plant and equipment account during the six-month period ended 30 June 2007 are summarised below:
	
	
	(Unit : Thousand Baht)

	
	Consolidated   financial statements
	Separate        financial statements

	Net book value as at 1 January 2007 - Audited
	1,109,708
	1,078,078

	Acquisitions during period - at cost
	69,870
	44,473

	Transfer from projects under construction
	97,175
	-

	Disposals during period - net book value at disposal date
	(2,538)
	(2,538)

	Depreciation for period 
	(29,698)
	(23,974)

	Net book value as at 30 June 2007
	1,244,517
	1,096,039



The Company has mortgaged property, plant and equipment with total net book values as at 30 June 2007 amounting to Baht 992 million (31 December 2006: Baht 967 million), with banks as security for bank overdrafts, loans from banks and bank guarantees.
11.
BANK OVERDRAFTS AND SHORT-TERM LOANS 
	

	
	
	(Unit : Thousand Baht)

	
	
	Consolidated financial statements
	Separate financial statements

	
	Interest rate
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	(percent per annum)
	
	(Audited)
	
	(Audited)

	Bank overdrafts 
	MOR
	7,804
	4,461
	936
	4,226

	Promissory notes
	MLR - 1
	-
	75,000
	-
	75,000

	Bills of exchange
	4.3 - 4.9
	270,000
	135,000
	270,000
	135,000

	Total
	277,804
	214,461
	270,936
	214,226



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

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Loans from banks
	1,936,160
	1,505,822
	1,869,782
	1,349,315

	Less : Current portion 
	(771,026)
	(955,152)
	(762,026)
	(932,152)

	Net 
	1,165,134
	550,670
	1,107,756
	417,163



Movements in the long-term loans account during the six-month period ended 30 June 2007 are summarised below:
	
	
	(Unit : Thousand Baht)

	
	Consolidated  financial statements
	Separate        financial statements

	Balance as at 1 January 2007 - Audited
	1,505,822
	1,349,315

	Add : Additional Borrowings
	837,280
	823,780

	Less : Repayment
	(406,942)
	(303,313)

	Balance as at 30 June 2007
	1,936,160
	1,869,782



During the six-month period ended 30 June 2007, the Company entered into new loan agreements with commercial banks. Details of the new loans are as follows:
(a) The Company entered into a syndicated agreement with two local commercial banks granting a new loan amounting to Baht 1,310 million, on which interest is charged at the minimum loan rate minus 1 percent (MLR-1%) per annum. Repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the banks and is to be repaid in full within December 2010. It is secured by the mortgage of the Company’s project land, including most present and future structures thereon.
(b) The Company entered into an agreement with a local commercial bank granting a new loan amounting to Baht 116 million, on which interest is charged at the minimum loan rate minus 1 percent (MLR-1%) per annum. Repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the banks and is to be repaid in full within February 2009. It is secured by the mortgage of the Company’s project land, including most present and future structures thereon.

(c) The Company entered into an agreement with a local commercial bank granting a new loan amounting to Baht 124 million, on which interest is charged at the minimum loan rate minus 1 percent (MLR-1%) per annum. Repayment is to be made each time a plot of land is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the banks and is to be repaid in full within one year and six months from the month in which the first drawdown was made. It is secured by the mortgage of the Company’s project 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.
13.
SECURED DEBENTURES


Movements in the secured debentures account during the six-month period ended 30 June 2007 are summarised below:
	
	
	(Unit : Thousand Baht)

	
	Consolidated   financial statements
	Separate          financial statements

	Balance as at 1 January 2007 - Audited
	275,000
	275,000

	Less : Repayment
	(275,000)
	(275,000)

	Balance as at 30 June 2007
	-
	-


14.
SHARE CAPITAL
In March and June 2007, the Company received payment totaling Baht 41,892,129 for the additional ordinary shares issued to support the exercise of the warrants (26,614,619 ordinary shares at a price of Baht 1.5 each and 864,123 ordinary shares at a price of Baht 2.28 each). The Company recorded Baht 27,478,742 of this amount as additional ordinary shares and Baht 14,413,387 as share premium, and registered the resulting increase in capital with the Ministry of Commerce on 3 April 2007 and 5 July 2007.
15. WARRANTS


Presented below is a summary of warrants to the Company’s existing shareholders (SPALI-W2,   SPALI-W3), and to employees, executives, directors, and advisors to the Board of Directors (ESOP warrants) activities:
	(Units)

	
	SPALI-W2
	SPALI-W3
	ESOP WARRANTS

	Number of warrants issued
	649,546,370
	409,775,502
	9,800,000

	Exercised during 2003 to 2006
	(644,589,973)
	(267,726,766)
	(3,517,631)

	Expired
	(4,956,397)
	-
	-

	Outstanding as at 31 December 2006
	-
	142,048,736
	6,282,369

	Exercised during the six-month period of 2007
	-
	(26,614,619)
	(864,123)

	Outstanding as at 30 June 2007
	-
	115,434,117
	5,418,246


16.
DIVIDEND

On 27 April 2007, the Annual General Meeting of the Company’s shareholders approved the payment of dividend of Baht 0.27 per share to the Company’s shareholders. However, on 12 September 2006 the Company’s Board of Directors No. 9/2006 approved interim dividend payment at Baht 0.15 per share, so remaining dividend is Baht 0.12 per share, a total of Baht 192 million. 
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 387 million.

17.
CORPORATE INCOME TAX

The Company and its subsidiaries record corporate income tax in compliance with the Revenue Code, calculating revenues on the basis of installments due per the agreements. For accounting purposes revenue is recognised on a percentage of completion basis, when certain conditions for recognition of real estate sales are met. 

Interim corporate income tax was calculated on net income before income tax for the periods, using the estimated effective tax rate for the year. Amounts accrued for income tax expenses in one interim period may have to be adjusted in a subsequent interim period of that financial year if the estimate of the annual income tax rate changes.
18.
RECONCILIATION OF DILUTED EARNINGS PER SHARE


Reconciliation between basic earnings per share and diluted earnings per share for the three-month and six-month periods ended 30 June 2007 and 2006 is presented below:

	
	For the three-month period ended 30 June

	
	Consolidated financial statements

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	Thousand Baht
	Thousand Baht
	Thousand Shares
	Thousand Shares
	Baht
	Baht

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	221,035
	169,746
	1,597,521
	1,550,330
	
	

	  Less : The Company’s shares held by subsidiary
	-
	-
	-
	(29,450)
	
	

	  Basic earnings per share held by 
	
	
	
	
	
	

	    third party shareholders
	221,035
	169,746
	1,597,521
	1,520,880
	0.14
	0.11

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	-
	11,855
	
	

	 SPALI-W3 warrants
	-
	-
	65,445
	71,021
	
	

	  ESOP warrants 
	-
	-
	203
	84
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	221,035
	169,746
	1,663,169
	1,603,840
	0.13
	0.11


	
	For the six-month period ended 30 June

	
	Consolidated financial statements

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	Thousand Baht
	Thousand Baht
	Thousand Shares
	Thousand Shares
	Baht
	Baht

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	473,026
	522,984
	1,584,459
	1,401,555
	
	

	  Less : The Company’s shares held by subsidiary
	-
	-
	-
	(30,604)
	
	

	  Basic earnings per share held by 
	
	
	
	
	
	

	    third party shareholders
	473,026
	522,984
	1,584,459
	1,370,951
	0.30
	0.38

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	-
	24,361
	
	

	 SPALI-W3 warrants
	-
	-
	72,500
	133,801
	
	

	  ESOP warrants 
	-
	-
	330
	124
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	473,026
	522,984
	1,657,289
	1,529,237
	0.29
	0.34


	
	For the three-month period ended 30 June


	
	Separate financial statements

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	Thousand Baht
	Thousand Baht
	Thousand Shares
	Thousand Shares
	Baht
	Baht

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	226,888
	167,935
	1,597,521
	1,550,330
	0.14
	0.11

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	-
	11,855
	
	

	  SPALI-W3 warrants
	-
	-
	65,445
	71,021
	
	

	  ESOP warrants 
	-
	-
	203
	84
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	226,888
	167,935
	1,663,169
	1,633,290
	0.14
	0.10


	
	For the six-month period ended 30 June


	
	Separate financial statements

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2007
	2006
	2007
	2006
	2007
	2006

	
	Thousand Baht
	Thousand Baht
	Thousand Shares
	Thousand Shares
	Baht
	Baht

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	495,394
	515,562
	1,584,459
	1,401,555
	0.31
	0.37

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	-
	24,361
	
	

	  SPALI-W3 warrants
	-
	-
	72,500
	133,801
	
	

	  ESOP warrants 
	-
	-
	330
	124
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	495,394
	515,562
	1,657,289
	1,559,841
	0.30
	0.33


19.
FINANCIAL INFORMATION BY SEGMENT


The Company and its subsidiaries’ business operations involve 2 principal segments: (1) real estate and (2) hotel business and management. These operations are mainly carried on in Thailand. Below is the consolidated financial information for the three-month and six-month periods ended 30 June 2007 and 2006 of the Company and its subsidiaries by segment.
	
	
	
	
	(Unit : Thousand Baht)

	
	For the three-month period ended 30 June

	
	
	Hotel business and
	Elimination of 
	Consolidated

	
	Real estate business
	Management
	inter-segment revenues
	financial statements

	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	(Restated)
	
	
	
	
	
	(Restated)

	Revenues from external customers
	1,259,599
	937,894
	12,995
	7,413
	-
	-
	1,272,594
	945,307

	Inter-segment revenues
	600
	600
	-
	-
	(600)
	(600)
	-
	-

	Total revenues
	1,260,199
	938,494
	12,995
	7,413
	(600)
	(600)
	1,272,594
	945,307

	Segment income (loss) 
	350,787
	276,022
	(13,906)
	(4,416)
	19
	19
	336,900
	271,625

	Unallocated income and expense :
	
	
	
	
	
	
	
	

	 Other income
	
	
	
	
	
	
	17,598
	17,927

	 Interest expenses
	
	
	
	
	
	
	(15,376)
	(8,743)

	 Corporate income tax
	
	
	
	
	
	
	(115,654)
	(101,917)

	Minority interest 
	
	
	
	
	
	
	(2,433)
	(9,146)

	Net income
	
	
	
	
	
	
	221,035
	169,746


	
	
	
	
	(Unit : Thousand Baht)

	
	For the six-month period ended 30 June

	
	
	Hotel business and
	Elimination of 
	Consolidated

	
	Real estate business
	Management
	inter-segment revenues
	financial statements

	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	(Restated)
	
	
	
	
	
	(Restated)

	Revenues from external customers
	2,717,187
	2,217,703
	24,330
	19,383
	-
	-
	2,741,517
	2,237,086

	Inter-segment revenues
	1,200
	1,200
	-
	-
	(1,200)
	(1,200)
	-
	-

	Total revenues
	2,718,387
	2,218,903
	24,330
	19,383
	(1,200)
	(1,200)
	2,741,517
	2,237,086

	Segment income (loss) 
	758,128
	686,610
	(25,273)
	(5,374)
	37
	37
	732,892
	681,273

	Unallocated income and expense :
	
	
	
	
	
	
	
	

	 Other income
	
	
	
	
	
	
	29,345
	27,739

	 Interest expenses
	
	
	
	
	
	
	(30,884)
	(13,500)

	 Corporate income tax
	
	
	
	
	
	
	(254,736)
	(155,782)

	Minority interest 
	
	
	
	
	
	
	(3,591)
	(16,746)

	Net income
	
	
	
	
	
	
	473,026
	522,984



The Company and its subsidiaries have applied the pricing policies described in Note 3 to the financial statements to set the transfer prices.
20.
COMMITMENTS AND CONTINGENT LIABILITIES

20.1 
 Capital commitments


a) 
As at 30 June 2007, the Company and its subsidiaries had outstanding commitments of approximately Baht 2,528 million (separate financial statements: Baht 2,471 million) in respect of project construction under contracts which the Company and its subsidiaries had already entered into with contractors. 


b)
As at 30 June 2007, the Company and the subsidiary had outstanding capital commitments of approximately Baht 643 million in respect of the purchase of land (separate financial statements: Baht 612 million).

20.2 
 Long-term service commitments


A subsidiary entered into license and service agreements with two companies with regards to the operation of the subsidiary’s hotel, whereby the subsidiary has been provided services and has been granted the license. The subsidiary had to comply with certain conditions stipulated in these agreements and to pay the fees in accordance with the rates, terms and bases as specified in the agreements. The agreements can be summarised as follows:


a)
A license agreement with a foreign company granted the license to use the trade name, trademarks, information system and other rights as specified in the agreement. The agreement between the subsidiary and this company is effective for the period of 22 June 2006 to 21 June 2011, but can be cancelled by either party with 180 days’ advance notice in writing. The subsidiary has to pay a fixed joining fee and annual fee calculated at a fixed rate per service unit and at a percentage of the service income received by the subsidiary. The fees for the six-month period ended 30 June 2007 amounted to approximately Baht 0.7 million.

b)
A service agreement with a local company whereby the latter will provide hotel management services, marketing services and also the sales promotion services for the subsidiary’s hotel. The agreement between the subsidiary and this company is effective for the period of             1 October 2006 to 30 September 2009 and automatically renews for a further period of        3 years unless cancelled with written notice not less than 90 days before the termination date. The subsidiary has to pay a fixed monthly fee plus an incentive fee calculated at a percentage of a monthly gross operating profit. The fees for the six-month period ended 30 June 2007 amounted to approximately Baht 0.5 million.
20.3 
 Guarantees


a)
The Company has provided guarantees to a bank against bank guarantees of its subsidiaries of Baht 16 million. Generally, the guarantees are effective so long as the underlying obligations have not yet been discharged by those subsidiaries. No fee is charged for the provision of these guarantees.


b)
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  financial statements
	Separate      financial statements

	Guarantees by directors
	132
	12




The directors have charged a fee for the guarantee provided for a Baht 120 million bank credit facility of a subsidiary, at a rate of 1 percent of the facility. Other than this                   no guarantee fees have been charged.

c) 
As at 30 June 2007, there were outstanding bank guarantees amounting to Baht 219 million (separate financial statements: Baht 191 million), issued is the name of the Company and its subsidiaries in favor of certain government agencies to guarantee utilities usage and amounting to Baht 26 million (separate financial statements: Baht 26 million), to provide guarantees to trade creditors.
20.4 
 Litigation 


a)
As at 30 June 2007, the Company has been sued for a total of approximately Baht 95 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 million for liabilities arising as a result of these cases, based on the opinions of its legal department.


b)
During 2006, the Company entered into a Baht 550 million contract to purchase and to sell land with a company, under which the stipulated transfer date was 3 January 2007, and paid a deposit amounting to Baht 50 million to that company for the purchase. Subsequently, the Company learned that some parts of the land are in an area earmarked for expressway construction, and as a result of the loss of this area the Company would be unable to develop the land as planned. On December 2006, the Company therefore cancelled the contract and requested the refund of the deposit and payment of damages. During the first quarter of 2007, the seller has sued the Company for breach of contract and to compel the Company to accept the transfer of land ownership and pay a total of Baht 500 million plus damages. However, the Company took step to countersued for refund deposit and damages. The legal department of the Company is of the opinion that the Company is likely to win such a case and receive the return of the deposit. As a result, the Company does not record allowance for loss on impairment of the deposit or provision for the contingent liability in respect of this litigation.
21.
RECLASSIFICATION


In addition to the change in accounting policy as mentioned in Note 2 to the financial statements, which affects the previously reported net income and shareholders’ equity, certain other amounts in the financial statements for the prior period have been reclassified to conform to the current period’s classification, but with no effect to previously reported net income or shareholders’ equity other than from the change in accounting policy.

22.
SUBSEQUENT EVENT


Extraordinary General Meeting No. 1/2007 held on 10 July 2007 passed a resolution approving the Company’s issue and offer of not more than Baht 4,000 million of all types of debentures (secured and unsecured), with the Board of Directors of the Company empowered to subsequently determine the details of the issue and offer of the debentures. Currently, the Company is in the process of requesting approval from the Office of the Securities and Exchange Commission. 
23.
APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements were authorised for issue by the Company’s Board of Directors on    7 August 2007. 
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