(Unaudited but reviewed)


Supalai Public Company Limited and its subsidiaries

Notes to interim financial statements

For the three-month and six-month periods ended 30 June 2008
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 Accounting Standards Pronouncement No. 41 (revised 2007) “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 (“the Group”) and are prepared on the same basis as the consolidated financial statements for the year ended                    31 December 2007. There have no changes in the composition of the Group during the current period.
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 2007, except for changed its accounting policy for recognition of revenue from sales of real estate from the percentage of completion method to recognising revenue in full when ownership is transferred, as described in Note 2 to the interim financial statements.
1.5
Accounting Standards which are effective for the current year
TAS 25 (revised 2007)
Cash Flow Statements

TAS 29 (revised 2007)
Leases

TAS 31 (revised 2007)
Inventories

TAS 33 (revised 2007)
Borrowing Costs

TAS 35 (revised 2007)
Presentation of Financial Statements

TAS 39 (revised 2007)
Accounting Policies, Changes in Accounting Estimates and Errors

TAS 41 (revised 2007)
Interim Financial Reporting

TAS 43 (revised 2007)
Business Combinations

TAS 49 (revised 2007)
Construction Contracts

TAS 51
Intangible Assets


These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these accounting standards and believes that TAS 43 and TAS 49 are not relevant to the business of the Company, whereas TAS 25, TAS 29, TAS 31, TAS 33, TAS 35, TAS 39, TAS 41 and TAS 51 do not have any significant impact on the financial statements for the current period.

2.
Change in accounting policy for recognition of revenue from sales of real estate 


During the first quarter of 2008, the Company and its subsidiaries changed its accounting policy for recognition of revenue from sales of land and land and houses and revenue from sales of condominium units from the percentage of completion method to recognising revenue in full when ownerships is transferred. Sales are thus recognised as revenue in full when the construction work is completed and ownership has been transferred to buyers, after all payments have been received from the buyers. This change was made to accord with the International Financial Reporting Standard.
In this regard, the Company and its subsidiaries have restated the previous period’s financial statements as though the revenue from sales of real estate had originally been recognised in full when ownerships is transferred. 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 recognition of revenue from sales of real estate” in the statements of changes in shareholders’ equity. 
The effects of the change to the balance sheet as at 31 December 2007 and the income statement for the three-month and six-month periods ended 30 June 2007 are as follows:
	(Unit: Thousand Baht)

	
	Consolidated  

financial statements
	Separate             financial statements

	Balance sheet as at 31 December 2007
	
	

	Decrease in unbilled completed work
	(360,753)
	(353,280)

	Increase in costs of property development projects for sales
	266,579
	258,647

	Increase in deposits and advances received from customers
	128,203
	122,073

	Decrease in accrued expenses
	(20,310)
	(20,310)

	Decrease in minority interests of the subsidiaries
	(2,842)
	-

	Decrease in retained earnings-unappropriated
	(199,225)
	(196,396)

	Income statement for the three-month period ended     30 June 2007
	
	

	Decrease in revenue from sales of real estate
	(160,285)
	(162,894)

	Decrease in cost of real estate sales
	(85,769)
	(88,003)

	Decrease in transfer fee and specific business tax
	(8,363)
	(8,363)

	Decrease in corporate income tax
	(28,785)
	(28,969)

	Increase in net income attributable to minority interests of the subsidiaries
	95
	-

	Decrease in net income attributable to equity holders                      of the parent
	(37,463)
	(37,559)

	Decrease in basic earnings per share (Baht)
	(0.02)
	(0.02)

	Decrease in diluted earnings per share (Baht)
	(0.02)
	(0.02)

	Income statement for the six-month period ended         30 June 2007
	
	

	Decrease in revenue from sales of real estate
	(381,411)
	(381,411)

	Decrease in cost of real estate sales
	(206,080)
	(206,080)

	Decrease in transfer fee and specific business tax
	(19,513)
	(19,513)

	Decrease in corporate income tax
	(69,685)
	(69,685)

	Decrease in net income attributable to equity holders                      of the parent
	(86,133)
	(86,133)

	Decrease in basic earnings per share (Baht)
	(0.05)
	(0.05)

	Decrease in diluted earnings per share (Baht)
	(0.05)
	(0.05)



The effect of the change to the current period financial statements are as follows:
	(Unit: Thousand Baht)

	
	Consolidated  

financial statements
	Separate             financial statements

	Balance sheet as at 30 June 2008
	
	

	Decrease in unbilled completed work
	(97,885)
	(96,494)

	Increase in costs of property development projects for sales
	78,134
	75,398

	Increase in deposits and advances received from customers
	50,204
	47,073

	Decrease in accrued expenses
	(1,803)
	(1,803)

	Decrease in minority interests of the subsidiaries
	(895)
	-

	Decrease in retained earnings-unappropriated
	(67,257)
	(66,366)

	Income statement for the three-month period ended    30 June 2008
	
	

	Increase in revenue from sales of real estate
	88,887
	88,887

	Increase in cost of real estate sales
	50,223
	50,223

	Increase in transfer fee and specific business tax
	102
	102

	Decrease in corporate income tax
	(17,277)
	(17,277)

	Increase in net income attributable to equity holders                  of the parent
	55,839
	55,839

	Increase in basic earnings per share (Baht)
	0.03
	0.03

	Increase in diluted earnings per share (Baht)
	0.03
	0.03

	Income statement for the six-month period ended        30 June 2008
	
	

	Increase in revenue from sales of real estate
	340,868
	331,786

	Increase in cost of real estate sales
	188,446
	183,249

	Increase in transfer fee and specific business tax
	11,516
	11,516

	Increase in corporate income tax
	6,991
	6,991

	Increase in net income attributable to minority interests of the subsidiaries
	1,947
	-

	Increase in net income attributable to equity holders                  of the parent
	131,968
	130,030

	Increase in basic earnings per share (Baht)
	0.08
	0.08

	Increase in diluted earnings per share (Baht)
	0.08
	0.08


3.
Related party transactions

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

	
	For the three-month periods ended 30 June
	

	
	Consolidated 

financial statements
	Separate             financial statements
	Transfer pricing policy

	
	2008
	2007
	2008
	2007
	

	Transactions with subsidiary companies
	
	
	

	(eliminated from the consolidated financial statements)

	Rental income
	-
	-
	0.6
	0.6
	Contract price

	Interest income
	-
	-
	-
	0.1
	4.0  percent per annum       

	Dividend income
	-
	-
	9.6
	-
	Declared rate

	Building management fee
	-
	-
	0.3
	-
	Contract price

	Interest expenses
	-
	-
	0.1
	0.2
	2.5-3.5 percent per annum

(2007: 4.0-6.3 percent per annum)

	Transactions with related companies
	
	
	

	Purchases of construction material 
	6.0
	7.7
	5.6
	7.7
	Close of price purchases from third parties


	
(Unit: Million Baht)

	
	For the six-month periods ended 30 June
	

	
	Consolidated 

financial statements
	Separate             financial statements
	Transfer pricing policy

	
	2008
	2007
	2008
	2007
	

	Transactions with subsidiary companies
	
	
	

	(eliminated from the consolidated financial statements)

	Rental income
	-
	-
	1.2
	1.2
	Contract price

	Interest income
	-
	-
	-
	0.9
	4.0  percent per annum       

	Dividend income
	-
	-
	19.1
	9.6
	Declared rate

	Building management fee
	-
	-
	0.6
	-
	Contract price

	Interest expenses
	-
	-
	0.2
	1.2
	2.5-3.5 percent per annum

(2007: 4.0-6.3 percent per annum)

	Transactions with related companies
	
	
	

	Purchases of construction material 
	14.3
	15.6
	13.9
	15.6
	Close of price purchases from third parties


The balances of the above transactions between the Company and those related parties and individuals are as follows: 

	(Unit: Thousand Baht)

	
	Consolidated                          financial statements
	Separate                                 financial statements

	
	30 June    2008
	31 December 2007
	30 June    2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Amount due from related party
	
	
	
	

	Subsidiary
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	-
	9,553
	1,605

	
	
	
	
	

	Trade account payable - related party
	
	
	
	

	Related company
	
	
	
	

	Durafloor Company Limited
	2,118
	7,130
	2,118
	7,021

	
	
	
	
	

	Short-term loans from related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	
	
	
	

	  Loan from
	-
	-
	10,000
	10,000

	  Interest payable
	-
	-
	26
	13

	
	-
	-
	10,026
	10,013

	Supalai Property Management Company Limited
	
	
	
	

	  Loan from
	-
	-
	6,700
	6,700

	  Interest payable
	-
	-
	16
	-

	
	-
	-
	6,716
	6,700

	Total
	-
	-
	16,742
	16,713

	
	
	
	
	

	Amount due to related party
	
	
	
	

	Director of the Company
	-
	468
	-
	-

	
	
	
	
	

	Long-term loans from director
	
	
	
	

	Director of subsidiary
	
	
	
	

	Phuket Estate Company Limited 
	330
	330
	-
	-


During the six-month period ended 30 June 2008, movements of short-term loans from related parties and long-term loans from director were as follows:

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Balance as at
	During the period
	Balance as at

	
	1 January 2008
	Increase
	Decrease
	30 June 2008

	
	(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 2008
	Increase
	Decrease
	30 June 2008

	
	(Audited)
	
	
	

	Short-term loans from related parties
	
	
	

	Subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	
	
	
	

	Loan from
	10,000
	12,000
	(12,000)
	10,000

	Interest payable
	13
	98
	(85)
	26

	
	10,013
	12,098
	(12,085)
	10,026

	Supalai Property Management                  Company Limited
	
	
	
	

	Loan from
	6,700
	-
	-
	6,700

	Interest payable
	-
	86
	(70)
	16

	
	6,700
	86
	(70)
	6,716

	Supalai Northeast Company Limited
	
	
	
	

	Loan from
	-
	3,000
	(3,000)
	-

	Interest payable
	-
	16
	(16)
	-

	
	-
	3,016
	(3,016)
	-

	Total
	16,713
	15,200
	(15,171)
	16,742


Directors and management’s remuneration


During the three-month and six-month periods ended 30 June 2008 and 2007, the Company and its subsidiaries recorded expenses related to salaries, rewards, meeting allowances and gratuities of their directors and management totaling Baht 22 million and Baht 40 million (separate financial statements: Baht 21 million and Baht 38 million), respectively (2007: Baht 21 million and Baht 37 million (separate financial statements: baht 20 million and Baht 36 million), respectively).


Guarantee obligations with related parties


The Company has outstanding guarantee obligations with its related parties, as described in Note 19.3 to the financial statements.

4.
Trade accounts receivable

The outstanding balances of trade accounts receivable are aged, based on due date, as follows:
	(Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                            financial statements

	
	30 June  2008
	31 December 2007
	30 June  2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Less than 3 months
	22,681
	17,130
	14,304
	14,447

	More than 3-6 months
	3,000
	1,623
	1,939
	1,153

	More than 6-12 months
	933
	1,532
	680
	1,487

	More than 12 months
	1,751
	1,403
	1,751
	1,403

	Total
	28,365
	21,688
	18,674
	18,490

	Less: Allowance for doubtful accounts
	(2,257)
	(4,132)
	(2,212)
	(4,087)

	Trade accounts receivable, net
	26,108
	17,556
	16,462
	14,403


5.
Costs of property development projects for sales

	(Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                                  financial statements

	
	30 June  2008
	31 December 2007
	30 June  2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	
	
	(Restated)
	
	(Restated)

	Land costs and development costs
	2,855,999
	2,764,579
	2,440,828
	2,384,351

	Houses and commercial buildings in progress
	1,621,211
	1,584,739
	1,450,330
	1,404,584

	Condominiums and related land costs
	4,661,277
	4,413,758
	4,643,323
	4,396,558

	Total
	9,138,487
	8,763,076
	8,534,481
	8,185,493

	Less: Allowance for loss on diminution in project value
	(115,322)
	(116,590)
	(44,540)
	(45,808)

	Costs of property development projects for sales, net
	9,023,165
	8,646,486
	8,489,941
	8,139,685


Movement in allowance for loss on diminution in project value during the six-month period ended 30 June 2008 are summarised below:

	
	
	(Unit: Thousand Baht)

	
	Consolidated      financial statements
	Separate        financial statements

	Balance as at 1 January 2008-audited, restated
	116,590
	45,808

	Less: Reversal of allowance for loss on diminution     
in project value during the period
	(1,268)
	(1,268)

	Balance as at 30 June 2008
	115,322
	44,540



During the six-month periods ended 30 June 2008 and 2007, the Company capitalised interest expenses, of approximately Baht 40 million and Baht 33 million, respectively, as part of costs of property development projects for sales. Interest is charged at rates of 4.75 - 6.88 percent per annum (2007: 6.0 - 7.5 percent per annum).


The Company and its subsidiaries have mortgaged project land and construction thereon with net book values as at 30 June 2008 amounting to approximately Baht 8,034 million, or Baht 7,768 million per the separate financial statements (31 December 2007: Baht 7,442 million and Baht 7,079 million, respectively), with banks as collateral for overdrafts, loans, bank guarantees and to aval promissory notes.

6.
Restricted bank deposits


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

7.
Investments in subsidiaries 

	
	(Unit: Thousand Baht)

	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received for the six-month periods ended                 30 June

	
	30 June
	31 December
	30 June
	31 December
	30 June
	31 December
	
	

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	
	(Million Baht)
	(Percent)
	
	(Audited)
	

	Supalai Property Management Company Limited
	20.0
	20.0
	99.89
	99.89
	19,977
	19,977
	-
	-

	Haadyai Nakarin Company Limited
	191.5
	191.5
	49.89
	49.89
	105,370
	105,370
	19,107
	9,553

	Supalai Northeast Company Limited
	335.4
	335.4
	98.77
	98.77
	331,325
	331,325
	-
	-

	Phuket Estate Company Limited
	153.6
	153.6
	69.45
	69.45
	111,585
	111,585
	-
	-

	Total
	
	
	
	
	568,257
	568,257
	19,107
	9,553

	Less: Allowance for loss on diminution in value of investments
	
	(130,911)
	(130,911)
	
	

	Investments in subsidiaries, net
	
	
	
	
	437,346
	437,346
	
	


8.
Land held for development


The Company and its subsidiary have mortgaged land held for development with book value as at 30 June 2008 amounting to Baht 30 million, or Baht 8 million per the separate financial statements  (31 December 2007: Baht 30 million and Baht 8 million, respectively), with banks as collateral for overdrafts and bank guarantees.

9.
Property, plant and equipment


Movements of the property, plant and equipment account during the six-month period ended 30 June 2008 are summarised below:

	
	(Unit: Thousand Baht)

	
	Consolidated  financial statements
	Separate         financial statements

	Net book value as at 1 January 2008, audited
	1,349,586
	1,098,273

	Acquisitions during period-at cost
	15,069
	7,309

	Disposals during period-net book value at disposal date
	(3,949)
	(3,815)

	Depreciation for period 
	(37,181)
	(24,898)

	Net book value as at 30 June 2008
	1,323,525
	1,076,869



The Company and its subsidiary have mortgaged property and building with total net book values as at  30 June 2008 amounting to Baht 1,190 million, or Baht 982 million per the separate financial statements (31 December 2007: Baht 1,209 million and Baht 995 million, respectively), with banks as security for overdrafts, loans and secured debentures.

10.
Overdrafts and short-term loans from banks

	(Unit: Thousand Baht)

	
	
	Consolidated                   financial statements
	Separate                         financial statements

	
	Interest rate per annum
	30 June  2008
	31 December 2007
	30 June  2008
	31 December 2007

	
	(Percent)
	
	(Audited)
	
	(Audited)

	Overdrafts 
	MOR
	12,739
	17,033
	10,699
	16,386

	Promissory notes
	MLR-1.5%
	226,900
	220,000
	226,900
	220,000

	Bills of exchange
	3.8-4.0
	188,322
	148,366
	188,322
	148,366

	Total
	
	427,961
	385,399
	425,921
	384,752



The Company and its subsidiaries have mortgaged parts of their project land and construction thereon with banks to secure the overdrafts and to aval promissory notes.

11.
Long-term loans from banks

	(Unit: Thousand Baht)

	
	Consolidated                     financial statements
	Separate                          financial statements

	
	30 June         2008
	31 December 2007
	30 June           2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Loans from banks
	2,000,096
	2,228,789
	1,891,293
	2,123,487

	Less: Current portion 
	(1,115,909)
	(1,079,694)
	(1,100,909)
	(1,064,694)

	Net 
	884,187
	1,149,095
	790,384
	1,058,793



Movements in the long-term loans account during the six-month period ended 30 June 2008 are summarised below:

	
	
	(Unit: Thousand Baht)

	
	Consolidated  financial statements
	Separate        financial statements

	Balance as at 1 January 2008, audited
	2,228,789
	2,123,487

	Add: Additional Borrowings
	1,212,543
	1,209,042

	Less: Repayment
	(1,441,236)
	(1,441,236)

	Balance as at 30 June 2008
	2,000,096
	1,891,293



During the six-month period ended 30 June 2008, the Company and its subsidiary entered into new loan agreements with commercial banks. Details of the new loans are as follows:

	
	Financial institutions
	Amount (Million Baht)
	Interest rate (percent per annum)
	Repayment conditions
	To be repaid in full within

	The Company
	
	
	
	
	

	(a)
	A local commercial bank
	
	67.4
	MLR-1%
	Each time condominium unit is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the bank.
	January 2011

	(b)
	A local commercial bank
	
	81.0
	MLR-1%
	Each time a condominium unit is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the bank.
	January 2011

	
	
	
	
	
	
	

	(c)
	A local commercial bank
	
	340.0
	MLR-1.25%
	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 bank.
	June 2012

	(d)
	A local commercial bank
	1)
	69.0
	MLR-1.5%
	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 bank.
	March 2010

	
	
	2)
	682.0
	MLR-1.25%
	Each time a condominium unit is redeemed from mortgage, at 70 percent of selling price and in any case not less than the amount stipulated by the bank.
	June 2011

	(e)
	A local commercial bank
	
	201.0
	MLR-1%
	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 bank.
	April 2011

	(f)
	A local commercial bank
	
	158.0
	MLR-1%
	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 bank.
	April 2011

	A subsidiary company
	
	
	
	
	

	(g)
	A local commercial bank
	
	46.8
	MLR
	Monthly installment, commencing on January 2012
	June 2014



The Company’s loans were secured by mortgaged of the Company project lands, including most present and future structures thereon.

The subsidiary’s loan was secured by mortgaged of the subsidiary’s project land, including most present and future structures thereon and guarantee by the Company’s director.

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 and debt service coverage ratio.

12.
Secured debentures


Movements in the secured debentures account during the six-month period ended      30 June 2008 are summarised below:

	
	(Unit: Thousand Baht)

	
	Consolidated/Separate  financial statements

	Balance as at 1 January 2008, audited
	995,441

	Add: Amortisation of deferred debentures issuing cost
	1,287

	Balance as at 30 June 2008
	996,728



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


The secured debenture agreement contains covenants that among other things require the Company to maintain certain debt to equity ratio and place restrictions on dividend payment.
13.
Share capital


In March and June 2008, the Company received payment totaling Baht 76,136,504 for the additional ordinary shares issued to support the exercise of the warrants (47,690,537 ordinary shares at a price of Baht 1.5 each and 2,017,850 ordinary shares at a price of Baht 2.28 each). The Company recorded Baht 49,708,387 of this amount as additional ordinary shares and Baht 26,428,117 as share premium, and registered the resulting increase in capital with the Ministry of Commerce on 2 April 2008 and               4 July 2008.

As at 30 June 2008, the registered ordinary shares which are not issued and paid-up are the ordinary shares reserved for exercise of warrant as described in Note 14 to the financial statements.
14.
Warrants


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

	(Units)

	
	
	SPALI-W3
	ESOP warrants

	Number of warrants issued
	
	409,775,502
	9,800,000

	Exercised during 2005 to 2007
	
	(295,720,016)
	(6,869,523)

	Outstanding as at 31 December 2007
	
	114,055,486
	2,930,477

	Exercised during the six-month period of 2008
	
	(47,690,537)
	(2,017,850)

	Outstanding as at 30 June 2008
	
	66,364,949
	912,627


15.
Dividend

On 29 April 2008, 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. However, on 11 September 2007 the Company’s Board of Directors No. 10/2007 approved interim dividend payment at Baht 0.12 per share, so remaining dividend is Baht 0.13 per share, a total of Baht 213 million. 


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. 

16.
Corporate income tax

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.

17.
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 2008 and 2007 is presented below:
	
	Consolidated financial statements

	
	for the three-month period ended 30 June

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	(Thousand  Baht)
	(Thousand  Baht)
	(Thousand shares)
	(Thousand shares)
	(Baht)
	(Baht)

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income attributable to equity holders of the parent
	476,366
	183,572
	1,636,313
	1,597,521
	0.29
	0.11

	Effect of dilutive potential ordinary shares
	
	
	
	
	

	 SPALI-W3 warrants
	-
	-
	47,276
	65,445
	
	

	 ESOP warrants 
	-
	-
	453
	203
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	assuming the conversion of 
	
	
	
	
	
	

	warrants to ordinary shares
	476,366
	183,572
	1,684,042
	1,663,169
	0.28
	0.11


	
	Consolidated financial statements

	
	for the six-month period ended 30 June

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	(Thousand  Baht)
	(Thousand  Baht)
	(Thousand shares)
	(Thousand shares)
	(Baht)
	(Baht)

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income attributable to equity holders of the parent
	649,299
	386,893
	1,619,248
	1,584,459
	0.40
	0.24

	Effect of dilutive potential ordinary shares
	
	
	
	
	

	  SPALI-W3 warrants
	-
	-
	56,956
	72,500
	
	

	  ESOP warrants 
	-
	-
	765
	330
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	assuming the conversion of 
	
	
	
	
	
	

	warrants to ordinary shares
	649,299
	386,893
	1,676,969
	1,657,289
	0.39
	0.23


	
	Separate financial statements

	
	for the three-month period ended 30 June

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	(Thousand  Baht)
	(Thousand  Baht)
	(Thousand shares)
	(Thousand shares)
	(Baht)
	(Baht)

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income attributable to equity holders of the parent
	485,453
	189,329
	1,636,313
	1,597,521
	0.30
	0.12

	Effect of dilutive potential ordinary shares
	
	
	
	
	

	 SPALI-W3 warrants
	-
	-
	47,276
	65,445
	
	

	 ESOP warrants 
	-
	-
	453
	203
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	assuming the conversion of 
	
	
	
	
	
	

	warrants to ordinary shares
	485,453
	189,329
	1,684,042
	1,663,169
	0.29
	0.11


	
	Separate financial statements

	
	for the six-month period ended 30 June

	
	
	Weighted average
	

	
	Net income
	number of ordinary shares
	Earnings per share

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	(Thousand  Baht)
	(Thousand  Baht)
	(Thousand shares)
	(Thousand shares)
	(Baht)
	(Baht)

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income attributable to equity holders of the parent
	654,605
	409,260
	1,619,248
	1,584,459
	0.40
	0.26

	Effect of dilutive potential ordinary shares
	
	
	
	
	

	  SPALI-W3 warrants
	-
	-
	56,956
	72,500
	
	

	  ESOP warrants 
	-
	-
	765
	330
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	assuming the conversion of 
	
	
	
	
	
	

	warrants to ordinary shares
	654,605
	409,260
	1,676,969
	1,657,289
	0.39
	0.25


18.
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 carried on in Thailand. Below is the consolidated financial information for the three-month and six-month periods ended 30 June 2008 and 2007 of the Company and its subsidiaries by segment.
	

	(Unit: Thousand Baht)

	
	For the three-month period ended 30 June

	
	Real estate business
	Hotel business and management
	Elimination of

inter-segment revenues
	Consolidation

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	(Restated)
	
	
	
	
	
	(Restated)

	Revenues from external customers
	2,180,637
	1,099,314
	18,122
	12,995
	-
	-
	2,198,759
	1,112,309

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

	Total revenues
	2,181,237
	1,099,914
	18,122
	12,995
	(600)
	(600)
	2,198,759
	1,112,309

	Segment income (loss) 
	734,820
	284,634
	(9,169)
	(13,906)
	279
	19
	725,930
	270,747

	Unallocated income and expenses:
	
	
	
	
	
	
	
	

	 Other income
	
	
	
	
	
	
	14,492
	17,598

	 Interest expenses
	
	
	
	
	
	
	(28,882)
	(15,376)

	 Corporate income tax
	
	
	
	
	
	
	(231,007)
	(86,869)

	Net income attributable to minority interests of the subsidiaries 
	
	
	
	(4,167)
	(2,528)

	Net income attributable to equity holders of the parent
	
	
	
	
	476,366
	183,572

	

	

	
	(Unit: Thousand Baht)

	
	For the six-month period ended 30 June

	
	Real estate business
	Hotel business and management
	Elimination of

inter-segment revenues
	Consolidation

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	(Restated)
	
	
	
	
	
	(Restated)

	Revenues from external customers
	3,178,051
	2,335,776
	52,277
	24,330
	-
	-
	3,230,328
	2,360,106

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

	Total revenues
	3,179,251
	2,336,976
	52,277
	24,330
	(1,200)
	(1,200)
	3,230,328
	2,360,106

	Segment income (loss) 
	1,010,673
	602,310
	(7,586)
	(25,273)
	600
	37
	1,003,687
	577,074

	Unallocated income and expenses:
	
	
	
	
	
	
	
	

	 Other income
	
	
	
	
	
	
	30,177
	29,345

	 Interest expenses
	
	
	
	
	
	
	(53,296)
	(30,884)

	 Corporate income tax
	
	
	
	
	
	
	(313,543)
	(185,051)

	Net income attributable to minority interests of the subsidiaries 
	
	
	
	(17,726)
	(3,591)

	Net income attributable to equity holders of the parent
	
	
	
	
	649,299
	386,893



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

19.
Commitments and contingent liabilities

19.1
Capital commitments

a)
As at 30 June 2008, the Company and its subsidiaries had outstanding commitments of approximately Baht 3,152 million (separate financial statements: Baht 3,116 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 2008, the Company and its subsidiaries had outstanding capital commitments of approximately Baht 1,253 million (separate financial statements: Baht 1,244 million) in respect of the purchase of land.
19.2
Long-term service commitments

A subsidiary entered into a license agreement with a foreign company granted the license to use the trade name, trademarks, information system and other rights. The agreement is effective until 21 June 2011. 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. 

19.3
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 credit facilities 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
	179
	12



The directors have charged a fee for the guarantee provided for a Baht 167 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 2008, there were outstanding bank guarantees amounting to Baht 316 million (separate financial statements: Baht 294 million), issued in the name of the Company and its subsidiaries in favor of certain government agencies to guarantee utilities usage and amounting to Baht 22 million (separate financial statements: Baht 22 million), to provide guarantees to trade creditors.
19.4
Litigation 

a)
As at 30 June 2008, the Company has been sued for a total of approximately Baht 96 million in various cases, in respect of breach of contract, cancellation of contract, refund claims and damage claims. Most of cases are currently being heard by the Court of Appeals and the Supreme Court. 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 2007, the seller 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. The case is currently being heard by the Court of First Instance.

20.
Subsequent event


At the Meeting of the Company’s Board of Directors held on 5 August 2008, it was resolved that the Company pay an interim dividend for the year 2008 of Baht 0.15 per share, a total of Baht 248 million to its shareholders. The dividend will be paid and recorded in the third quarter of 2008.

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.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s Board of Directors on 5 August 2008.
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