
SUPALAI PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEARS ENDED 31 DECEMBER 2006 AND 2005
1.
GENERAL 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.
2.  BASIS OF PREPARATION
The financial statements have been prepared in accordance with accounting standards enunciated under the Accounting Profession Act B.E. 2547. The presentation of the financial statements has been made in compliance with the stipulations of the Notification of the Department of Business Development dated  14 September 2001, issued under the Accounting Act B.E. 2543.

The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.
3.
Basis of Consolidation


3.1
The consolidated financial statements include the financial statements of the Company and the following subsidiary companies:
	
	
	
	
	Assets as a percentage
	Revenues as a percentage

to the consolidated total

revenues for the year

ended 31 December

	
	
	
	
	to the consolidated
	

	
	
	Percentage of
	Country of
	total assets as at 
	

	Company’s name
	Nature of business
	shareholding
	incorporation
	31 December
	

	
	
	2006
	2005
	
	2006
	2005
	2006
	2005

	
	
	Percent
	Percent
	
	Percent
	Percent
	Percent
	Percent

	Supalai Property Management Company Limited
	Hotel, Management
	99.89
	99.89
	Thailand
	0.4
	0.6
	1.0
	1.7

	Haadyai Nakarin Company Limited
	Property development
	49.89
	49.89
	Thailand
	5.0
	6.6
	4.8
	5.4

	Supalai Northeast Company Limited
	Property development
	96.45
	93.53
	Thailand
	2.6
	2.7
	0.8
	0.2

	Phuket Estate Company Limited
	Property development
	44.09
	13.41
	Thailand
	2.5
	1.1
	-
	-

	
(2005: Held 26.25 percent by Supalai Property Management Company Limited)
	
	
	
	
	
	
	
	




The Company has control over Haadyai Nakarin Company Limited and Phuket Estate Company Limited because the directors of the Company are also directors and shareholders of such companies, and will support the Company in exercising control over the companies. The financial statements of these companies are therefore consolidated.

3.2 
During the year 2006, the Company has increased its investments and changed the shareholding structure of its subsidiaries as follows :
a)
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.  

Subsequently, Supalai Property Management Company Limited has divested all of its investment in the ordinary shares of Phuket Estate Company Limited to the Company. As a result, the percentage shareholding of the Company increased from 17.16 percent to 44.09 percent.

b)
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.

3.3 
Material balances and transactions between the Company and its subsidiary companies have been eliminated from the consolidated financial statements.
3.4 
Investments in the subsidiary companies as recorded in the Company's books of account are eliminated against the equity of the subsidiary companies.  
4.
CHANGE IN ACCOUNTING POLICY

4.1
In October 2006, the Federation of Accounting Professions issued Notification No. 26/2006 regarding Accounting Standard No. 44 “Consolidated Financial Statements and Accounting for Investments in Subsidiaries” (Amendment No. 1), 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. Entities which are not ready to adopt the cost method in 2006 can continue to use the equity method through the end of 2006 and adopt the cost method as from 1 January 2007.


In this regard, the Company has elected to adopt the change in 2006, and restated its prior year financial statements 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 of 2006 by Baht 2 million with no effect of earnings per share and effect of decreasing net income in the separate financial statement of 2005 by Baht 38.7 million (Baht 0.03 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 investments in subsidiary companies in the separate financial statements” in the statements of changes in shareholders’ equity.

4.2
In 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 prior year financial statements 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 year ended 31 December 2006 and 2005 by Baht 0.9 million and Baht 0.9 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.
5.
Significant accounting policies

5.1
Revenue recognition


a)
Revenue from sales of land and land and houses



Revenue from sales of land and land and houses are recognised as revenue when contracts to purchase and to sell have been executed and initial payments have been received up to a certain level. The minimum initial payment to be received is set at 20 percent of their selling price. Revenue from sales of land and land and houses is recognised on a percentage of completion method with the percentage of completion based on certain estimations made by the project engineer.



No income is recognised from contracts under which more than three consecutive installments are overdue.


b)
Revenue from sales of condominium units



Revenue from sales of condominium units are recognised as revenue when contracts to purchase and to sell have been executed for units equivalent to not less than 40 percent of the area opened for sale, and initial payments have been received at 20 percent of their selling price. They are included in earnings on a percentage of completion method with the percentage of completion determined from certain estimations made by the project engineer and consultant.



No income is recognised from contracts under which more than three consecutive installments are overdue.


c)
Revenue from rental and services


Revenue from rental and related services are recognised on an accrual basis.



Unearned rental income is recognised as revenue over the period of the lease.


d)
Interest income 



Interest income is recognised as interest accrues based on the effective rate method. 

e)
Dividends



Dividends are recognised when the right to receive the dividends is established. 

5.2
Cost of real estate sales

In determining the costs of land, land and houses and residential condominium units sold, the anticipated total development costs (after recognising the costs incurred to date) are attributed to land, land and houses and condominium units already sold on the basis of the salable area and then recognised as costs in the income statement according to the percentage of completion.


Property development projects for sales are stated at cost, consisting of the cost of land, design fees, utilities, construction costs, and directly related interest and expenses, net of the cost of real estate sales.

The Company and its subsidiaries recognised loss on diminution in value of projects (if any) in the income statements.


5.3
Selling expenses


Selling expenses directly associated with projects, such as specific business tax and transfer fees are charged to income in proportion to the percentage of total revenue recognised.
5.4
Cash and cash equivalents


Cash and cash equivalents consist of cash in hand and cash at bank with an original maturity of three months or less and not subject to withdrawal restrictions.
5.5
Trade accounts receivable 


Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated losses that may be incurred in collection of receivables. The allowance is generally based on collection experiences and analysis of debtor aging.
5.6   Investments 


a)
Investments in securities held for trading are stated at fair value. Gains or losses arising from changes in the carrying amounts of securities are included in determining income.


b)
Long-term investments in unit trusts of mutual funds which the Company intends to hold as available-for-sale investments, are stated at fair value. Changes in the carrying amounts of securities are recorded as separate items in shareholders’ equity until the securities are sold, when the changes are then included in determining income. 

c)
Investments in non-marketable equity securities, which the Company classifies as other investments, are stated at cost net of allowance for loss on diminution in value (if any). 


d)
Investments in subsidiary companies are accounted for under the cost method. 

The fair value of unit trusts is determined from their net asset value.


The weighted average method is used for computation of the cost of investments. 

5.7
Property, plant and equipment / Depreciation


Land is stated at cost. Building and equipment are stated at cost less accumulated depreciation and allowance for loss on impairment of assets (if any). Depreciation of building and equipment is calculated by reference to their costs on the straight-line basis over the following estimated useful lives:
	Building and condominiums
	
20, 30
	years

	Building improvement and structures
	
5
	years

	Machinery and equipment
	
   5
	years

	Furniture, fixtures and office equipment
	
3, 5 
	years

	Motor vehicles
	
5 
	years


Depreciation is included in determining income.

No depreciation is provided on land.

5.8
Capitalization of interest costs


The interest cost of borrowings for construction of projects is capitalized as part of the cost of those projects. Capitalization ceases when the projects are ready for sale or when the construction is suspended, until active development resumes.

5.9
Related party transactions


Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.


They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company, key management personnel, directors and officers with authority in the planning and direction of the Company’s operations.
5.10
Long-term leases 


Leases of motor vehicles which transfer substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised at the lower of the fair value of the leased assets and the present value of the minimum lease payments. The outstanding rental obligations, net of finance charges, are included in other long-term payables, while the interest element is charged to the income statements over the lease period. The motor vehicles acquired under finance leases are depreciated over the useful life of the asset.
5.11
Foreign currencies


Foreign currency transactions are translated into Baht at the exchange rates ruling on the transaction dates. Assets and liabilities denominated in foreign currencies outstanding at the balance sheet date are translated into Baht at the exchange rates ruling on the balance sheet date.


Gains and losses on exchange are included in determining income.

5.12
Impairment of assets


The Company and its subsidiaries assess at each reporting date whether there is an indication that an asset may be impaired. If any such indication exists, the Company and its subsidiaries make an estimate of the asset’s recoverable amount. Where the carrying amount of the asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. Impairment losses are recognised in the income statement. An asset’s recoverable amount is the higher of fair value less costs to sell and value in use.

5.13
Shares of the Company held by subsidiary

Shares of the Company held by its subsidiary are stated at cost and presented as a deduction in shareholders’ equity.

5.14
Employee benefits


Salary, wages, rewards and contributions to the social security fund and provident fund are recognised as expenses when incurred.
5.15
Income tax

Income tax is provided for in the accounts based on the taxable profits determined in accordance with tax legislation. 


5.16
Use of accounting estimates


Preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions in certain circumstances, affecting amounts reported in these financial statements and related notes. Actual results could differ from these estimates.
6.
RELATED PARTY TRANSACTIONS



During the years, 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)

	
	Consolidated 
	The Company Only
	Transfer Pricing Policy

	
	2006
	2005
	2006
	2005
	

	Transactions with subsidiary companies
	
	
	
	
	

	  (eliminated from the consolidated financial statements)

	Rental income
	-
	-
	2.4
	2.4
	Contract price

	Service income
	-
	-
	1.0
	0.7
	Contract price

	Interest income
	-
	-
	6.3
	5.2
	Average MLR of 4 banks

	Interest expenses
	-
	-
	0.4
	-
	MLR which the Company has been approved by bank minus 0.5 percent per annum

	Purchases of investments in ordinary shares
	-
	-
	21.6
	-
	At cost, which was higher than the net assets value at date of purchase

	Transactions with related companies
	
	
	
	
	

	Purchases of construction material 
	26.8
	11.6
	26.8
	11.6
	Closed to purchasing price from third parties 

	Interest income
	-
	0.1
	-
	-
	Average MLR of 4 banks

	Purchases of investments in ordinary shares
	-
	12.9
	-
	11.4
	At cost, which was higher than the net assets value at date of purchase

	Transaction with directors
	
	
	
	
	

	Guarantee fees
	-
	1.2
	-
	-
	1 percent of credit facility

	Purchases of investments in ordinary shares
	-
	4.8
	-
	0.4
	At cost, which was higher than the net assets value at date of purchase


The balances of the accounts as at 31 December 2006 and 2005 between the Company and those related parties are as follows: 
	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Amounts due from related parties
	
	
	
	

	Subsidiary
	
	
	
	

	Phuket Estate Company Limited
	-
	-
	-
	2,354,000

	Total 
	-
	-
	-
	2,354,000

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

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

	
	-
	-
	-
	4,000,000

	Interest receivable :
	
	
	
	

	Supalai Property Management Company Limited
	-
	-
	-
	4,274

	
	-
	-
	-
	4,274

	Total
	-
	-
	-
	4,004,274

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	 

	Supalai Northeast Company Limited
	-
	-
	83,283,831
	80,323,831

	
	-
	-
	83,283,831
	80,323,831

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	-
	-
	22,883,272
	17,007,581

	
	-
	-
	22,883,272
	17,007,581

	
	-
	-
	106,167,103
	97,331,412

	Less : Allowance for doubtful accounts 
	-
	-
	(18,758,592)
	(58,156,261)

	Long-term loans to related party, net
	-
	-
	87,408,511
	39,175,151


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 : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Advances to director
	
	
	
	

	Director of Phuket Estate Company Limited
	-
	100,000
	-
	-

	Total 
	-
	100,000
	-
	-

	Advances paid for share subscriptions
	
	
	
	

	Subsidiaries
	
	
	
	

	Supalai Northeast Company Limited 
	-
	-
	-
	52,842,660

	Phuket Estate Company Limited 
	-
	-
	54,622,523
	5,294,000

	Total 
	-
	-
	54,622,523
	58,136,660

	Trade accounts payable - related party
	
	
	
	

	Related company
	
	
	
	

	Durafloor Company Limited
	7,963,372
	1,666,734
	7,963,372
	1,666,734

	Total 
	7,963,372
	1,666,734
	7,963,372
	1,666,734

	Amounts due to related party 
	
	
	
	

	Related company
	
	
	
	

	M.K. Estate Company Limited
	-
	1,546
	-
	-

	
	-
	1,546
	-
	-

	Director of subsidiary
	
	
	
	

	Phuket Estate Company Limited
	-
	1,200,000
	-
	-

	
	-
	1,200,000
	-
	-

	Total 
	-
	1,201,546
	-
	-

	Short-term loans from related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan from:
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	-
	60,000,000
	-

	
	-
	-
	60,000,000
	-

	Interest payable:
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	-
	393,904
	-

	
	-
	-
	393,904
	-

	Total
	-
	-
	60,393,904
	-

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	8,008,695
	-
	-

	Phuket Estate Company Limited 
	330,000
	330,000
	-
	-

	Total 
	330,000
	8,338,695
	-
	-


Short-term loans from related party of Haadyai Nakarin Company Limited carry interest at the MLR which the Company has been approved by bank minus 0.5 percent per annum. No interest is charged on the long-term loans from directors of Haadyai Nakarin Company Limited and Phuket Estate Company Limited.
During 2006, movements of short-term loans to related party, long-term loans to related party, advances to directors, short-term loans from related party, and long-term loans from directors were as follows:
	
	(Unit : Baht)

	
	Consolidated

	
	Balance as at
	During the year
	Balance as at

	
	1 January 2006
	Increase
	Decrease
	31 December 2006

	Advances to director
	
	
	
	

	Director of Phuket Estate Company Limited
	100,000
	-
	(100,000)
	-

	Total
	100,000
	-
	(100,000)
	-

	Long-term loans from directors
	
	
	
	

	Directors of subsidiaries 
	
	
	
	

	Loan from :
	
	
	
	

	Haadyai Nakarin Company Limited
	8,008,695
	900,000
	(8,908,695)
	-

	Phuket Estate Company Limited 
	330,000
	-
	-
	330,000

	Total
	8,338,695
	900,000
	(8,908,695)
	330,000


	
	(Unit : Baht)

	
	The Company Only

	
	Balance as at
	During the year
	Balance as at

	
	1 January 2006
	Increase
	Decrease
	31 December 2006

	Short-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Property Management Company Limited
	4,000,000
	7,680,000
	(11,680,000)
	-

	
	4,000,000
	7,680,000
	(11,680,000)
	-

	Interest receivable :
	
	
	
	

	Supalai Property Management Company Limited
	4,274
	388,149
	(392,423)
	-

	Total
	4,274
	388,149
	(392,423)
	-

	
	4,004,274
	8,068,149
	(12,072,423)
	-


	
	(Unit : Baht)

	
	The Company Only

	
	Balance as at
	During the year
	Balance as at

	
	1 January 2006
	Increase
	Decrease
	31 December 2006

	Long-term loans to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan to :
	
	
	
	

	Supalai Northeast Company Limited
	80,323,831
	13,660,000
	(10,700,000)
	83,283,831

	
	80,323,831
	13,660,000
	(10,700,000)
	83,283,831

	Interest receivable :
	
	
	
	

	Supalai Northeast Company Limited
	17,007,581
	5,875,691
	-
	22,883,272

	
	17,007,581
	5,875,691
	-
	22,883,272

	Total
	97,331,412
	19,535,691
	(10,700,000)
	106,167,103

	Short-term loans from related party
	
	
	
	

	Subsidiary
	
	
	
	

	Loan from :
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	60,000,000
	-
	60,000,000

	
	-
	60,000,000
	-
	60,000,000

	Interest payable :
	
	
	
	

	Haadyai Nakarin Company Limited
	-
	393,904
	-
	393,904

	
	-
	393,904
	-
	393,904

	Total
	-
	60,393,904
	-
	60,393,904



Directors and management’s remuneration


In 2006 and 2005 the Company and its subsidiaries paid salaries, rewards, meeting allowances and gratuities to their directors and management totaling Baht 68.8 million and Baht 66.1 million (The Company only: Baht 66.7 million and Baht 64.2 million) respectively. 


In addition, during 2005 the Company has allocated 2,000,000 warrants to its directors without charge. The details of the warrants are presented in note 25 to the financial statements.


Guarantee obligations with related parties


The Company has outstanding guarantee obligations with its related parties, as described in Note 33.3 to the financial statements.
7.
CASH AND CASH EQUIVALENTS

	 (Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Cash on hand
	583,402
	297,900
	186,000
	167,000

	Cash at banks - current accounts
	4,980,704
	787,047
	4,752,654
	1,341,339

	Cash at banks - saving accounts
	110,380,066
	76,509,419
	58,879,035
	64,785,090

	Total
	115,944,172
	77,594,366
	63,817,689
	66,293,429


8.
TRADE ACCOUNTS RECEIVABLE

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

	
	
	
	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	
	
	
	
	

	Total value of contracts signed
	27,225,150,967
	26,152,934,500
	25,756,849,727
	24,831,915,000

	Percentage of total project sale value
	
79.41
	
74.25
	
81.40
	
75.41

	Installments due
	24,560,531,347
	19,507,860,513
	23,179,552,161
	18,298,709,919

	Less : Cash received
	(24,544,537,455)
	(19,490,455,805)
	(23,164,546,829)
	 (18,281,753,111)

	Installments receivable
	15,993,892
	17,404,708
	15,005,332
	16,956,808

	Less : Allowance for doubtful accounts
	(5,052,733)
	(2,720,852)
	(5,052,733)
	(2,720,852)

	Trade accounts receivable - real estate, net
	10,941,159
	14,683,856
	9,952,599
	14,235,956

	Trade accounts receivable - hotel
	1,715,852
	1,656,527
	-
	-

	Less : Allowance for doubtful accounts
	(94,665)
	(169,411)
	-
	-

	Trade accounts receivable - hotel, net
	1,621,187
	1,487,116
	-
	-

	Total trade accounts receivable, net
	12,562,346
	16,170,972
	9,952,599
	14,235,956



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

	
	
	
	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Accumulated amount recognised as revenue on percentage of completion basis
	24,148,861,641
	19,630,829,211
	22,775,525,040
	18,434,672,955

	Less : Installments due
	(24,560,531,347)
	(19,507,860,513)
	(23,179,552,161)
	(18,298,709,919)

	
	(411,669,706)
	122,968,698
	(404,027,121)
	135,963,036

	The balance comprises :
	
	
	
	

	Unbilled completed work
	220,517,087
	612,265,954
	220,517,087
	611,672,297

	Unearned income
	(632,186,793)
	(489,297,256)
	(624,544,208)
	(475,709,261)

	Total
	(411,669,706)
	122,968,698
	(404,027,121)
	135,963,036



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 31 December 2006 and 2005 are classified by aging as follows: 
	 (Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Less than 3 months
	12,443,041
	13,776,986
	10,269,294
	12,167,869

	More than 3 - 6 months
	2,282,792
	984,789
	1,905,792
	984,789

	More than 6 - 12 months
	1,205,039
	787,732
	1,146,039
	470,232

	More than 12 months
	1,778,872
	3,511,728
	1,684,207
	3,333,918

	Total
	17,709,744
	19,061,235
	15,005,332
	16,956,808

	Less : Allowance for doubtful accounts
	(5,147,398)
	(2,890,263)
	(5,052,733)
	(2,720,852)

	Trade accounts receivable, net
	12,562,346
	16,170,972
	9,952,599
	14,235,956


9.
COSTS OF PROPERTY DEVELOPMENT PROJECTS FOR SALES
	

	
	
	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Land costs and development costs
	2,032,971,972
	1,986,277,579
	1,677,419,455
	1,697,981,634

	Houses and commercial buildings in progress
	1,232,662,974
	1,162,132,072
	1,150,342,776
	1,025,062,293

	Condominiums and related land costs
	2,988,115,815
	2,055,005,575
	2,882,690,862
	2,040,953,349

	Total
	6,253,750,761
	5,203,415,226
	5,710,453,093
	4,763,997,276

	Less : 
Allowance for loss on diminution in project value
	(124,082,107)
	(150,681,932)
	(49,798,711)
	(54,024,658)

	Costs of property development projects for sales, net
	6,129,668,654
	5,052,733,294
	5,660,654,382
	4,709,972,618

	
	
	
	
	

	Cost of project value
	22,381,842,548
	18,713,581,828
	20,862,822,526
	17,403,146,561

	Less :
Accumulated amount transferred to cost of sales
	(14,026,297,746)
	(11,423,937,011)
	(13,236,349,575)
	(10,738,144,415)

	
Transferred to property, plant and equipment
	(504,854,288)
	(489,289,838)
	(319,080,105)
	(304,065,117)

	
Transferred to land held for development
	(213,078,092)
	(213,078,092)
	(213,078,092)
	(213,078,092)

	
Transferred to settle debts per restructuring agreements
	(1,383,861,661)
	(1,383,861,661)
	(1,383,861,661)
	(1,383,861,661)

	
	6,253,750,761
	5,203,415,226
	5,710,453,093
	4,763,997,276

	Less :
Allowance for loss on diminution in project value 
	(124,082,107)
	(150,681,932)
	(49,798,711)
	(54,024,658)

	Costs of property development projects for sales, net
	6,129,668,654
	5,052,733,294
	5,660,654,382
	4,709,972,618


In December 2006, the Company hired an independent appraiser to appraise the value of the Company’s assets in various projects. According to the appraisal report dated 15 December 2006, the aggregate value of a project as at 31 December 2006 was approximately Baht 0.4 million lower than their book value.  The Company set aside allowance for loss on diminution in the value of these projects amounting to approximately Baht 0.4 million based on the results of the appraisal, recording it as expense in the income statement for the year 2006.


In January 2007, a subsidiary hired an independent appraiser to appraise the value of the subsidiary’s assets in the project. According to the appraisal report dated 29 January 2007, the aggregate value of the project as at 31 December 2006 was approximately Baht 22.4 million higher than its net book value as appraised in 2004. The subsidiary therefore reversed allowance for loss on diminution in value of the project recorded in its accounts in the income statement for the year 2006.
In December 2005, the Company hired an independent appraiser to appraise the value of the Company’s assets in various projects. According to the appraisal report dated 30 December 2005, the aggregate value of a project as at 31 December 2005 was approximately Baht 16 million higher than their net book value as appraised in 2004. The Company therefore reversed allowance for loss on diminution in value of these projects recorded in its accounts. In addition, the Company set aside further allowance of approximately Baht 21.7 million for loss on diminution in value of another project based on management’s own estimation, recording it as an expense in the income statement for the year 2005.


During the years 2006 and 2005, the Company and its subsidiary capitalized interest expenses at the rate between 5.5 - 8.0 percent per annum of approximately Baht 68.6 million and Baht 39.6 million        (the Company only : Baht 68.6 million and Baht 39 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 December 2006 amounting to approximately Baht 4,527 million, or Baht 4,215.6 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, bank guarantees and to aval promissory notes.
10.
DEPOSITS FOR PURCHASE OF LAND


Deposits for purchase of land were paid to sellers upon entering into agreements to purchase and to sell land. Such deposits are to be recognised as part of land costs when the title of such land is transferred to the Company and its subsidiaries.
11.
RESTRICTED BANK DEPOSITS


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

12.
INVESTMENTS IN SUBSIDIARIES ACCOUNTED FOR UNDER COST METHOD

These represent investments in ordinary shares in the following subsidiary companies.
	
	(Unit : Baht)

	
	The Company Only

	Company’s name
	Paid-up capital
	Shareholding percentage
	Investments

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Million Baht
	Million Baht
	Percent
	Percent
	
	(Restated)

	Supalai Property Management Company Limited
	20.0
	20.0
	99.89
	99.89
	19,977,600
	19,977,600

	Haadyai Nakarin Company Limited
	191.5
	191.5
	49.89
	49.89
	105,370,000
	105,370,000

	Supalai Northeast Company Limited
	116.3
	63.4
	96.45
	93.53
	112,152,695
	59,310,035

	Phuket Estate Company Limited
	
	
	
	
	
	

	    (2005 : Held 26.25 percent by Supalai Property   
	
	
	
	
	
	

	    Management Company Limited)
	76.8
	58.8
	44.09
	13.41
	38,755,025
	11,826,315

	Total
	
	
	
	
	276,255,320
	196,483,950

	Less : Allowance for loss on diminution of investments in subsidiary
	
	
	(112,152,695)
	(59,310,035)

	Investments in subsidiaries accounted for under cost method, net
	
	
	
	164,102,625
	137,173,915


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.

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 proportionally invested in its existing shareholding and in unsubscribed shares offered to other shareholders. The Board of Directors of the Company approved an increase of that company’s registered share capital a total of Baht 72.8 million. The shareholders meeting also resolved that the Company would call up the additional share capital in 4 installments. As at 31 December 2006, the Company paid an additional Baht 54,622,523 in this company and recorded this transaction as advances paid for share subscriptions as at the balance sheet date since the subsidiary is currently registering the increase in its share capital with the Ministry of Commerce. Subsequently, Phuket Estate Company Limited registered the increase in its share capital with the Ministry of Commerce on 15 February 2007.
Subsequently, on 31 October 2006, the Board of Director of Supalai Property Management Company Limited, a subsidiary approved a divest all of its investment in the ordinary shares of Phuket Estate Company Limited to the Company at cost Baht 10.46 per share, 2,069,026 ordinary shares, a total of Baht 21,634,710. As a result, the percentage shareholding of the Company increased from 17.16 percent to 44.09 percent. 
13.
OTHER LONG-TERM INVESTMENTS

	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	Percentage owned
	
	
	Percentage owned
	
	

	
	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
	
	4,010,000
	4,010,000
	
	4,010,000
	4,010,000

	Less : Unrealised loss on changes in value
	
	
	
	
	
	

	of investments
	
	(1,224,235)
	(1,089,457)
	
	(1,224,235)
	(1,089,457)

	Fair value
	
	2,785,765
	2,920,543
	
	2,785,765
	2,920,543

	Investment in other company
	
	
	
	
	
	

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

	Less : Allowance for devaluation of investment
	
	(1,196,000)
	(1,196,000)
	
	(1,196,000)
	(1,196,000)

	Investment in other company, net
	
	804,000
	804,000
	
	804,000
	804,000

	Other long-term investments, net
	
	3,589,765
	3,724,543
	
	3,589,765
	3,724,543


14.
PROJECTS UNDER CONSTRUCTION
	

	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	
	
	(Restated)
	
	

	Land
	185,904,216
	343,931,548
	-
	145,315,942

	Building under construction
	118,932,704
	783,039,007
	-
	723,594,743

	Furniture under installation
	-
	3,609,246
	-
	3,609,246

	Total
	304,836,920
	1,130,579,801
	-
	872,519,931

	Less : Allowance for loss on diminution in projects under construction
	(3,429,804)
	(3,429,804)
	-
	-

	Projects under construction, net
	301,407,116
	1,127,149,997
	-
	872,519,931



The Company and its subsidiaries have mortgaged land and construction thereon in projects under construction with book values as at 31 December 2006 amounting to approximately Baht 156.2 million, (31 December 2005 : consolidated amounting to approximately Baht 955.3 million and the Company only amounting to approximately Baht 853 million), respectively, with banks as collateral for bank overdrafts, long-term loans from banks, secured debentures and bank guarantees.
15.
LAND HELD FOR DEVELOPMENT


The Company has mortgaged land held for development with a net book value of approximately Baht 8 million as at 31 December 2006 (31 December 2005 : Baht 210.9 million) with banks as collateral for bank overdrafts, long-term loans, secured debentures and bank guarantees.
16. 
PROPERTY, PLANT AND EQUIPMENT 
	
	(Unit : Baht)

	
	Consolidated

	
	
	Building
	Building 
	
	Furniture, 
	
	

	
	
	and
	improvement
	Machinery and
	fixtures and
	Motor
	

	
	Land
	Condominiums
	and structures
	equipment
	office equipment
	vehicles
	Total

	
	(Restated)
	(Restated)
	(Restated)
	
	
	
	(Restated)

	Cost
	
	
	
	
	
	
	

	31 December 2005
	31,535,016
	71,553,820
	88,099,685
	40,182,176
	62,385,003
	34,994,813
	328,700,513

	Additions
	213,989
	52,663,959
	6,511,447
	1,476,605
	16,828,717
	4,289,235
	81,983,952

	Disposals/write-off
	(507,945)
	(5,858,501)
	(4,559,972)
	-
	(1,101,458)
	(381,335)
	(12,409,211)

	Transfers in (out)
	145,458,624
	778,368,925
	8,870,044
	-
	-
	-
	932,697,593

	Capitalised interest
	-
	7,444,576
	-
	-
	-
	-
	7,444,576

	31 December 2006
	176,699,684
	904,172,779
	98,921,204
	41,658,781
	78,112,262
	38,852,713
	1,338,417,423

	Accumulated depreciation
	
	
	
	
	
	
	

	31 December 2005
	-
	25,018,561
	69,725,016
	34,093,364
	46,624,148
	22,614,167
	198,075,256

	Depreciation for the year
	-
	19,842,552
	3,668,122
	2,192,893
	7,581,943
	4,471,503
	37,757,013

	Depreciation on disposals/write-off
	-
	(1,516,718)
	(4,559,891)
	-
	(666,208)
	(380,311)
	(7,123,128)

	31 December 2006
	-
	43,344,395
	68,833,247
	36,286,257
	53,539,883
	26,705,359
	228,709,141

	Net book value
	
	
	
	
	
	
	

	31 December 2005
	31,535,016
	46,535,259
	18,374,669
	6,088,812
	15,760,855
	12,330,646
	130,625,257

	31 December 2006
	176,699,684
	860,828,384
	30,087,957
	5,372,524
	24,572,379
	12,147,354
	1,109,708,282

	Depreciation for the year 
	
	
	
	
	

	2005 (Baht 5 million included in cost of rental and services, and the balance in selling and administrative expenses)
	19,750,644

	2006 (Baht 20.7 million included in cost of rental and services, and the balance in selling and administrative expenses)
	37,757,013


	
	(Unit : Baht)

	
	The Company Only

	
	
	Building
	Building 
	
	Furniture, 
	
	

	
	
	and
	improvement
	Machinery and
	fixtures and
	Motor
	

	
	Land
	Condominiums
	and structures
	equipment
	office equipment
	vehicles
	Total

	
	(Restated)
	(Restated)
	(Restated)
	
	
	
	(Restated)

	Cost
	
	
	
	
	
	
	

	31 December 2005
	16,188,740
	71,553,820
	44,726,158
	17,775,522
	48,533,938
	28,543,874
	227,322,052

	Additions
	-
	52,663,959
	4,806,555
	418,606
	16,000,298
	2,741,235
	76,630,653

	Disposals/write-off
	(507,945)
	(5,858,501)
	(4,559,972)
	-
	(1,096,785)
	(1,835)
	(12,025,038)

	Transfers in (out)
	145,315,942
	778,368,925
	8,463,264
	-
	-
	-
	932,148,131

	Capitalised interest
	-
	7,444,576
	-
	-
	-
	-
	7,444,576

	31 December 2006
	160,996,737
	904,172,779
	53,436,005
	18,194,128
	63,437,451
	31,283,274
	1,231,520,374

	Accumulated depreciation
	
	
	
	
	
	
	

	31 December 2005
	-
	25,018,561
	31,066,715
	16,423,311
	35,338,571
	19,095,855
	126,943,013

	Depreciation for the year
	-
	19,842,552
	2,694,403
	653,855
	6,578,668
	3,469,080
	33,238,558

	Depreciation on disposals/write-off
	-
	(1,516,718)
	(4,559,891)
	-
	(661,536)
	(813)
	(6,738,958)

	31 December 2006
	-
	43,344,395
	29,201,227
	17,077,166
	41,255,703
	22,564,122
	153,442,613

	Net book value
	
	
	
	
	
	
	

	31 December 2005
	16,188,740
	46,535,259
	13,659,443
	1,352,211
	13,195,367
	9,448,019
	100,379,039

	31 December 2006
	160,996,737
	860,828,384
	24,234,778
	1,116,962
	22,181,748
	8,719,152
	1,078,077,761

	Depreciation for the year 
	
	
	
	
	

	2005 (Baht 5 million included in cost of rental and services, and the balance in selling and administrative expenses)
	14,643,377

	2006 (Baht 20.7 million included in cost of rental and services, and the balance in selling and administrative expenses)
	33,238,558



The Company has mortgaged property, plant and equipment with book values as at 31 December 2006 and 2005 amounting to Baht 967.3 million and Baht 3.9 million respectively, with banks as security for bank overdrafts, short-term loans from banks, long-term loans from banks, secured debentures and bank guarantees.


As at 31 December 2006 and 2005, certain plant and equipment items of the Company and its subsidiaries have been fully depreciated but are still in use. The original cost of those assets amounted to Baht 136.1 million and Baht 133.4 million (the Company only : Baht 72 million and Baht 71.9 million) respectively.
17.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM BANKS
	

	
	
	(Unit : Baht)

	
	Interest rate
	Consolidated
	The Company Only 

	
	(percent per annum)
	2006
	2005
	2006
	2005

	Bank overdrafts 
	MOR
	4,460,648
	4,840,836
	4,225,840
	2,151,281

	Short-term loans from banks
	MLR - 1
	75,000,000
	-
	75,000,000
	-

	Total
	79,460,648
	4,840,836
	79,225,840
	2,151,281



The Company and the subsidiary have mortgaged parts of their project land and construction thereon with banks to secure the bank overdrafts and short-term loans from banks.
18.
OTHER SHORT-TERM LOANS


The outstanding balances represent bills of exchange, which carry interest at rates 5.9 percent per annum, and mature within 2 months.
19.
LONG-TERM LOANS FROM BANKS
	
	
	
	
	(Unit : Baht)

	Loan
	Interest rate
	Repayment schedule
	Consolidated
	The Company Only

	
	
	
	2006
	2005
	2006
	2005

	1.
	First and second years: 4.5 percent per annum 

Third year: MLR-1% per annum 
	Repayment within December 2006.
	-
	142,200,000
	-
	142,200,000

	
	
	
	
	
	
	

	2.
	MLR-1% per annum
	Repayment within August 2008.
	-
	248,351,000
	-
	248,351,000

	
	
	
	
	
	
	

	3.
	First year: 4.5% per annum 

Second year: MLR-1% per annum 

Third year: MLR-0.5% per annum
	Repayment within August 2007.
	83,758,199
	178,240,000
	83,758,199
	178,240,000

	
	
	
	
	
	
	

	4.
	MLR-1% per annum
	Repayment within October 2007.
	75,317,000
	45,590,000
	75,317,000
	45,590,000

	
	
	
	
	
	
	

	5.
	MLR-1% per annum
	Repayment within August 2008.
	93,076,000
	-
	93,076,000
	-

	
	
	
	
	
	
	

	6.
	MLR-1% per annum
	Repayment within October 2007.
	2,932,000
	8,596,000
	2,932,000
	8,596,000

	
	
	
	
	
	
	

	7.
	MLR-1% per annum
	Repayment within July 2008.
	45,595,784
	-
	45,595,784
	-

	
	
	
	
	
	
	

	8.
	MLR-1% per annum
	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.
	120,400,000
	120,400,000
	120,400,000
	120,400,000

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	9.
	First year: MLR-0.5% per annum 

Second and third years: MLR-1% per annum 
	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.
	-
	332,464,460
	-
	332,464,460

	
	
	
	
	
	
	

	10.
	MLR-1% per annum
	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.
	72,085,436
	75,000,000
	72,085,436
	75,000,000

	
	
	
	
	
	
	

	11.
	MLR-0.5% per annum
	Repayment is to be made on a monthly basis between June 2006 and October 2013 and in any case not less than the amount stipulated by the bank.
	196,500,000
	160,000,000
	196,500,000
	160,000,000

	
	
	
	
	
	
	

	12.
	MLR-0.5% per annum
	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.
	101,359,800
	43,000,000
	101,359,800
	43,000,000

	
	
	
	
	
	
	

	13.
	(1) MLR per annum

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) MLR-0.5% per annum

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) MLR-0.75% per annum
Following (2) until the end of the agreement


	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.
	385,000,000
	230,000,000
	385,000,000
	230,000,000

	14.
	(1) MLR per annum

May 2006 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  14,000 square meters

(2) MLR-0.5% per annum

Following (1) until the later of either 31 December 2008 or the day prior to the date on which the Company has sold condominium units with a combined area of exceeding 23,000 square meters

(3) MLR-0.75% per annum
Following (2) until the end of the agreement

	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 banks and is to be repaid in full within December 2009.
	100,000,000
	-
	100,000,000
	-

	
	
	
	
	
	
	

	15.
	MLR-1.25% per annum
	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 2009.
	73,290,000
	-
	73,290,000
	-

	
	
	
	
	
	
	

	16.
	MLR per annum
	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. Any remaining balance is to be repaid within March 2007.
	-
	139,349,099
	-
	139,349,099

	
	
	
	
	
	
	

	17.
	(1) MLR-0.5% per annum

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

(2) MLR-1% per annum

Following (1) until the end of the agreement

	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.
	-
	6,753,096
	-
	6,753,096

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	18.
	MLR-1% per annum
	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 2006.
	-
	511,996
	-
	-

	
	
	
	
	
	
	

	19.
	MLR per annum
	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.
	-
	2,635,510
	-
	-

	
	
	
	
	
	
	

	20.
	MLR per annum
	Repayment is to be made on a monthly basis between January 2007 and December 2012 and in any case not less than the amount stipulated by the bank.
	59,378,424
	7,600,000
	-
	-

	
	
	
	
	
	
	

	21.
	MLR+1% per annum
	Repayment is to be made each time a plot of land is redeemed from mortgage, at 90-115 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.
	97,129,054
	101,500,000
	-
	-

	
	
	
	
	
	
	

	Total
	
	
	1,505,821,697
	1,842,191,161
	1,349,314,219
	1,729,943,655

	Less : Current portion
	
	(955,151,620)
	(693,191,023)
	(932,151,620)
	(670,043,517)

	Long-term loans from banks, net
	
	550,670,077
	1,149,000,138
	417,162,599
	1,059,900,138


On 24 September 2003, a subsidiary entered into the compromise agreement with a local commercial bank for a loan amounting to Baht 209.5 million. The loan is subject to interest at a rate of 2 percent per annum for the first year, 4 percent per annum for the second year and the minimum loan rate (MLR) per annum for the third to the seventh years, and is to be repaid between September 2005 and August 2010. The loan is secured by guarantees provided by the Company, the directors of the Company and the subsidiary and the mortgage of the subsidiary’s land, including most present and future structures thereon.
Subsequently, on 8 April 2005, the subsidiary entered into a debt restructuring agreement with the bank, under which additional 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. 

Subsequently, on 27 December 2005, the subsidiary entered into an addendum to the debt restructuring agreement, under which the bank agreed the subsidiary to pay the part of the remaining balance of Baht 145.3 million within 30 December 2005 and consequently, the bank agreed to waive any remaining debts for the subsidiary. On 29 December 2005, the subsidiary repaid the restructuring debts as stipulated in the addendum by payment the principal and interest totaling Baht 145.3 million, of which the book value as at the payment date was Baht 206.4 million. This represents a gain of Baht 61.1 million on payment of debt restructuring and the subsidiary recorded such gain, which derived from the interest forgiving and the subsidiary capitalized as part of the project, of Baht 12 million as a deduction against the related project costs. The remaining amount of gain from debt restructuring of Baht 49.1 million is presented as an extraordinary item in the income statement for the year 2005.


The loans are secured by the Company and its subsidiaries’s preject land, including most present and future structures thereon, an guaranteed by the Company and its subsidiaries’s directors.


The loan agreements contain covenants that, among other things, require the Company and its subsidiaries to maintain certain debt to equity ratio, dividend payment, reduction of share capital and merger or consolidation with any other corporations.

As at 31 December 2006, the long-term credit facilities of the Company and its subsidiaries which have not yet been drawn down amounted to Baht 3,720.6 million (the Company only : Baht 3,545.1 million).
20.
SECURED DEBENTURES

	

	
	
	(Unit : Baht)

	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

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

	Less : Current portion 
	(275,000,000)
	(137,500,000)
	(275,000,000)
	(137,500,000)

	Secured debentures, net 
	-
	275,000,000
	-
	275,000,000



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 21). 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.


The secured debentures agreement contains covenants that, among other things, requires the Company to maintain certain debt to equity ratio, dividend payment, reduction of share capital and merger or consolidation with any other corporations.
21.
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.

The unsecured debentures agreement contains 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.

22.
SHARE CAPITAL
In the year 2006, the Company received payment totaling Baht 459,261,573 for the additional ordinary shares issued to support the exercise of the warrants (58,024,053 ordinary shares at a price of Baht 1 each, 264,000,670 ordinary shares at a price of Baht 1.5 each and 2,296,717 ordinary shares at a price of Baht 2.28 each). The Company recorded Baht 324,321,440 of this amount as additional ordinary shares and Baht 134,940,133 as share premium, and registered the resulting increase in capital with the Ministry of Commerce in the year 2006, and on 11 January 2007 for the additional share capital received in December 2006.

In the year 2005, the Company received payment totaling Baht 33,464,312 for the additional ordinary shares issued to support the exercise of the warrants (25,091,484 ordinary shares at a price of Baht 1 each, 3,726,096 ordinary shares at a price of Baht 1.5 each and 1,220,914 ordinary shares at a price of Baht 2.28 each). The Company recorded Baht 30,038,494 of this amount as additional ordinary shares and Baht 3,425,818 as share premium, and registered the resulting increase in capital with the Ministry of Commerce in the year 2005, and on 11 January 2006 for the additional share capital received in December 2005.

23.
STATUTORY RESERVE
Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net income after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of the registered capital. The statutory reserve is not available for dividend distribution.
24.
COMPANY’S SHARES HELD BY SUBSIDIARY/APPROPRIATED RETAINED EARNINGS - RESERVE FOR COMPANY’S SHARES HELD BY SUBSIDIARY
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.
As at 31 December 2005, 32,350,000 shares of the Company, with a value of Baht 73.8 million at cost, were held by a subsidiary. The shares are presented at cost a deduction in shareholders’ equity.
During 2006, a subsidiary sold all of the 32,350,000 shares it held in the Company, of which the value at cost was Baht 73.8 million. The Company therefore reversed the Baht 73.8 million balance of “Appropriated retained earnings - reserve for Company’s shares held by subsidiary” which it had previously recorded.

25. WARRANTS


The Company has allocated 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), without specifying the offer price. A summary of the warrants granted is presented below:

	
	SPALI-W2
	SPALI-W3
	ESOP WARRANTS

	Approved by
	Extraordinary General Meeting 
No. 1/2002
	Extraordinary General Meeting 
No. 2/2004
	Extraordinary General Meeting 
No. 2/2004

	
	
	
	

	Date of original grant
	31 March 2003
	30 August 2005
	30 August 2005

	No. of warrants granted (units)
	649,546,370
	409,775,502
	9,800,000

	Life of warrants (years)
	3
	3
	3

	Exercisable
	Quarterly
	Quarterly
	Quarterly

	Final exercise date
	19 June 2006
	29 August 2008
	29 August 2008

	Exercise price per 1 ordinary share (Baht)
	1
	1.5
	2.28

	Exercise ratio (warrants to ordinary shares)
	1 : 1
	1 : 1
	1 : 1

	
	
	
	

	Changes in exercise ratio :
	
	
	

	
- Exercise ratio*
	1 : 1.0758
	No changed
	No changed

	

	*Effective as from exercise date in September 2005


Presented below is a summary of warrant activities:

	(Units)

	
	SPALI-W2
	SPALI-W3
	ESOP WARRANTS

	No. of warrants issued
	649,546,370
	409,775,502
	9,800,000

	Exercised during 2003 to 2005
	(590,654,091)
	(3,726,096)
	(1,220,914)

	Outstanding as at 31 December 2005
	58,892,279
	406,049,406
	8,579,086

	Exercised during the year 2006
	(53,935,882)
	(264,000,670)
	(2,296,717)

	Outstanding as at 31 December 2006
	4,956,397
	142,048,736
	6,282,369


The final exercise date of the SPALI-W2 warrants was 19 June 2006, and as a result the status of the 4,956,397 unexercised SPALI-W2 warrants still outstanding had lost their status as securities listed on the Stock Exchange of Thailand, effective from 20 June 2006, and could no longer be exercised.

26.
NUMBER OF EMPLOYEES AND RELATED COSTS 
	
	Consolidated
	The Company Only

	
	2006
	2005
	2006
	2005

	Number of employees at end of year (Persons)
	445
	402
	303
	265

	Employee costs for the year (Baht)
	194,204,638
	165,361,417
	167,095,556
	140,432,242


27.
PROVIDENT FUND


The Company and its employees have jointly established a provident fund in accordance with Provident Fund Act B.E. 2530. Both employees and the Company contributed to the fund on a monthly basis at rates of 2 percent of basic salary. The fund, which is managed by Kasikorn Asset Management, will be paid to employees upon termination in accordance with the fund rules. During the year 2006, the Company contributed Baht 1.4 million (2005 : Baht 1.2 million).
28.
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. Corporate income tax as presented in the income statement therefore does not relate to the figure for income before tax, because the Company and its subsidiaries do not apply deferred tax accounting.
29.
EARNINGS PER SHARE
Basic earnings per share is calculated by dividing the net income for the year by the weighted average number of ordinary shares in issue during the year.

Diluted earnings per share is calculated by dividing net income for the year by the weighted average number of ordinary shares in issue during the year plus the weighted average number of ordinary shares which would need to be issued to convert all dilutive potential ordinary shares into ordinary shares. The calculation assumes that the conversion took place either at the beginning of the year or on the date the potential ordinary shares were issued.
Reconciliation between basic earnings per share and diluted earnings per share is presented below:
	
	Consolidated

	
	
	Weighted average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Baht
	Baht
	Shares
	Shares
	Baht
	Baht

	
	
	(Restated)
	
	
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	880,079,660
	830,861,179
	1,484,110,553
	1,226,215,035
	
	

	  Less : Company’s shares held by subsidiary
	-
	-
	(23,636,100)
	(32,350,000)
	
	

	  Basic earnings per share held by 
	
	
	
	
	
	

	    third party shareholders
	880,079,660
	830,861,179
	1,460,474,453
	1,193,865,035
	0.60
	0.70

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	12,527,079
	42,474,728
	
	

	 SPALI-W3 warrants
	-
	-
	110,612,363
	49,269,887
	
	

	  ESOP warrants 
	-
	-
	157,412
	-
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	880,079,660
	830,861,179
	1,583,771,307
	1,285,609,650
	0.56
	0.65


	
	The Company Only

	
	
	Weighted average
	

	
	Net earnings
	number of ordinary shares
	Earnings per share

	
	2006
	2005
	2006
	2005
	2006
	2005

	
	Baht
	Baht
	Shares
	Shares
	Baht
	Baht

	
	
	(Restated)
	
	(Restated)
	
	(Restated)

	Basic earnings per share
	
	
	
	
	
	

	  Net income
	861,678,230
	792,142,761
	1,484,110,553
	1,226,215,035
	0.58
	0.65

	Effect of dilutive potential ordinary shares
	
	
	
	
	
	

	  SPALI-W2 warrants 
	-
	-
	12,527,079
	42,474,728
	
	

	  SPALI-W3 warrants
	-
	-
	110,612,422
	48,783,762
	
	

	  ESOP warrants 
	-
	-
	157,412
	-
	
	

	Diluted earnings per share
	
	
	
	
	
	

	  Net income of ordinary shareholders
	
	
	
	
	
	

	    assuming the conversion of warrants to 
	
	
	
	
	
	

	    ordinary shares
	861,678,230
	792,142,761
	1,607,407,466
	1,317,473,525
	0.54
	0.60


30.
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 years ended 31 December 2006 and 2005 of the Company and its subsidiaries by segment. 

	

	(Unit : Baht)

	
	Real estate business
	Hotel business and management
	Elimination of 

inter-segment revenues
	Consolidation

	
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	
	
	(Restated)
	
	(Restated)
	
	
	
	(Restated)

	Revenues from external customers
	4,555,530,615
	3,392,994,961
	42,398,888
	47,519,106
	-
	-
	4,597,929,503
	3,440,514,067

	Inter-segment revenues
	2,400,000
	2,400,000
	-
	-
	(2,400,000)
	(2,400,000)
	-
	-

	Total revenues
	4,557,930,615
	3,395,394,961
	42,398,888
	47,519,106
	(2,400,000)
	(2,400,000)
	4,597,929,503
	3,440,514,067

	Segment income (loss) 
	1,339,346,515
	981,070,911
	(11,216,990)
	(8,750,514)
	
	
	1,342,384,280
	973,055,163

	Unallocated income and expense :
	
	
	
	
	
	
	
	

	 Other income
	
	
	
	
	
	
	96,011,513
	63,305,627

	 Interest expenses
	
	
	
	
	
	
	(48,121,502)
	(26,171,185)

	 Corporate income tax
	
	
	
	
	
	
	(473,008,402)
	(203,235,665)

	Minority interest 
	
	
	
	
	
	
	(37,186,229)
	(25,161,520)

	Income from ordinary activities
	
	
	
	
	
	
	880,079,660
	781,792,420

	Extraordinary item :
	
	
	
	
	
	
	
	

	   Gain from debt restructuring
	
	
	
	
	
	
	-
	49,068,759

	Net income
	
	
	
	
	
	
	880,079,660
	830,861,179


	

	(Unit : Baht)

	
	Real estate business
	Hotel business and management
	Elimination of 

inter-segment revenues
	Consolidation

	
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	
	
	(Restated)
	
	(Restated)
	
	(Restated)
	
	(Restated)

	Projects under construction, net
	307,505,316
	1,125,575,555
	-
	-
	(6,098,200)
	1,574,442
	301,407,116
	1,127,149,997

	Property, plant and equipment, net
	1,088,625,310
	110,199,296
	21,207,924
	20,625,679
	(124,952)
	(199,718)
	1,109,708,282
	130,625,257

	Unallocated assets
	7,242,791,872
	6,429,195,496
	14,622,782
	27,022,532
	(357,817,448)
	(340,803,569)
	6,899,597,206
	6,115,414,459

	Total assets
	8,638,922,498
	7,664,970,347
	35,830,706
	47,648,211
	(364,040,600)
	(339,428,845)
	8,310,712,604
	7,373,189,713


Transfer prices between business segments are as set out in Note 6 to the financial statements.

31.
DIVIDENDS

	(Unit : Baht)

	Dividends
	Approved by
	Total dividends
	Dividend per share

	Final dividends for 2004
	Annual General Meeting of the 
	
	

	
	 shareholders on 20 April 2005
	245,808,112
	0.20

	    Total for 2005
	
	245,808,112
	0.20

	Final dividends for 2005
	Annual General Meeting of the 
	
	

	
	 shareholders on 28 April 2006
	386,854,014
	0.25

	Interim dividends for 2006
	Board of Directors’ meeting on 
	
	

	
	 12 September 2006
	234,774,711
	0.15

	    Total for 2006
	
	621,628,725
	0.40


32.
PURCHASE OF SUBSIDIARY COMPANY

During year 2005, the Company and Supalai Property Management Company Limited acquired ordinary shares in Phuket Estate Company Limited. The fair value of the assets acquired and liabilities assumed are as follows:
	(Unit : Baht)

	Cash and cash equivalents
	
	   1,260,644

	Other current assets
	
	1,035,605

	Project under construction
	
	58,904,711

	Equipment, net
	
	158,704

	Other non-current assets
	
	149,443

	Share subscriptions received in advance
	
	(5,856,000)

	Trade accounts payable - related party
	
	(2,354,000)

	Other current liabilities 
	
	(1,088,187)

	Long-term loans from directors
	
	(384,490)

	Net assets
	
	51,826,430

	Less : Minority interest
	
	(31,288,047)

	Net acquired assets
	
	20,538,383

	Add : Adjustment to record excess of cost of acquisition of 


subsidiary as part of the cost of land
	
	7,672,642

	Cash paid for purchase of subsidiary by :
	
	

	   The Company
	11,826,315
	

	   Supalai Property Management Company Limited
	16,384,710
	28,211,025

	Less : Cash and cash equivalents of subsidiary company
	
	(1,260,644)

	Cash flows used in acquisition, net
	
	26,950,381


33.
COMMITMENTS AND CONTINGENT LIABILITIES

33.1 
 Capital commitments


a) 
As at 31 December 2006, the Company and its subsidiaries had outstanding commitments of approximately Baht 1,116.3 million (the Company only : Baht 1,052.9 million) in respect of project construction under contracts which the Company and its subsidiaries had already entered into with contractors. 


b)
As at 31 December 2006, the Company and the subsidiary had outstanding capital commitments of approximately Baht 471.4 million in respect of the purchase of land (the Company only : Baht 471.1 million).

33.2 
 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 year 2006 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 year 2006 amounted to approximately Baht 0.2 million.
33.3 
 Guarantees


a)
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.


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
	The Company Only

	Guarantees by directors
	132
	12




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 as discussed in Note 6 to the financial statements.

c) 
As at 31 December 2006 and 2005, there were outstanding bank guarantees amounting to Baht 187.9 million and Baht 204.5 million (the Company only : Baht 160.7 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 26.4 million and Baht 21.1 million (the Company only : Baht 26.4 million and Baht 21.1 million), respectively, to provide guarantees to trade creditors.
33.4 
 Litigation 

a)
As at 31 December 2006, the Company has been sued for a total of approximately Baht 85.3 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.


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. On 1 February 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 is going to fight the case and make a counterclaim for 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.
34. Financial instruments
34.1
Financial risk management



The Company’s and its subsidiaries financial instruments, as defined under Thai Accounting Standard No. 48 “Financial Instruments: Disclosure and Presentations”, principally comprise as follow:
	
	Financial assets
	
	Financial liabilities

	-
	Cash and cash equivalents
	-
	Bank overdrafts and short-term loans from banks

	-
	Investments in security held for trading
	-
	Trade accounts payable and notes payable

	-
	Trade accounts receivable
	-
	Amounts due to related party

	-
	Advances to contractors
	-
	Short-term loans from related party

	-
	Restricted bank deposits
	-
	Other short-term loans

	-
	Long-term loans to related party
	-
	Deposit and advances received from customers

	-
	Investments in related company
	-
	Secured debentures

	-
	Other long-term investments
	-
	Creditors under debt restructuring agreements

	
	
	-
	Long-term loans from directors

	
	
	-
	Long-term notes payable

	
	
	-
	Long-term loans from banks



The financial risks associated with these financial instruments and how they are managed is described below.

Credit risk

The Company and its subsidiaries are exposed to credit risk primarily with respect to trade accounts receivable and loans to. The Company and its subsidiaries manage the risk by adopting appropriate credit control policies and procedures and therefore does not expect to incur material financial losses. In addition, the Company and its subsidiaries do not have high concentration of credit risk since they have a large customer base. The maximum exposure to credit risk is limited to the carrying amounts of receivables and loans to as stated in the balance sheet.

Interest rate risk


The Company’s and its subsidiaries’ exposure to interest rate risk relate primarily to their cash at banks, bank overdrafts, short-term loans from banks, secured debentures and long-term loans from banks with interest. However, since most of the Company’s and the subsidiaries’ financial assets and liabilities bear floating interest rates or fixed interest rates which will reach maturity in the near future, the interest rate risk is expected to be minimal.


Significant financial assets and liabilities as at 31 December 2006 classified by type of interest rates are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date or, the repricing date if this occurs before the maturity date.
	
	(Unit: Million Baht)

	
	Consolidated

	
	Fixed interest rates
	
	
	
	

	
	Within
	More than
	Over
	Floating
	Non-interest
	
	

	
	1 year
	1 - 5 years
	5 years
	interest rate
	bearing
	Total
	Interest rate

	
	
	
	
	
	
	
	(% p.a.)

	Financial Assets
	
	
	
	
	
	
	

	Cash and cash equivalents
	0.2
	-
	-
	65.9
	49.8
	115.9
	0.25 - 3.50

	Investments in security held for trading
	-
	-
	-
	-
	1.2
	1.2
	-

	Trade accounts receivable
	-
	-
	-
	-
	12.6
	12.6
	-

	Advances to contractors
	-
	-
	-
	-
	10.3
	10.3
	-

	Restricted bank deposits
	0.7
	-
	-
	1.1
	-
	1.8
	0.75 - 4.00

	Investments in related company
	-
	-
	-
	-
	1.5
	1.5
	-

	Other long-term investments
	-
	-
	-
	-
	3.6
	3.6
	-

	
	0.9
	-
	-
	67.0
	79.0
	146.9
	

	Financial liabilities
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans from banks
	-
	-
	-
	79.5
	-
	79.5
	7.00 - 8.00

	Trade accounts payable and notes payable 
	-
	-
	-
	-
	321.6
	321.6
	-

	Other short-term loans
	135.0
	-
	-
	-
	-
	135.0
	5.90

	Deposits and advances received from customers
	-
	-
	-
	-
	668.6
	668.6
	-

	Secured debentures
	275.0
	-
	-
	-
	-
	275.0
	4.50

	Creditors under debt restructuring agreements
	234.9
	-
	-
	-
	-
	234.9
	2.50

	Long-term loans from directors
	-
	-
	-
	-
	0.3
	0.3
	-

	Long-term notes payable
	-
	-
	-
	-
	10.8
	10.8
	-

	Long-term loans from banks
	-
	-
	-
	1,505.8
	-
	1,505.8
	6.75 - 8.00

	
	644.9
	-
	-
	1,585.3
	1,001.3
	3,231.5
	


	
	(Unit: Million Baht)

	
	The Company Only

	
	Fixed interest rates
	
	
	
	

	
	Within
	More than
	Over 
	Floating
	Non-interest
	
	

	
	1 year
	1 - 5 years
	5 years
	interest rate
	bearing
	Total
	Interest rate

	
	
	
	
	
	
	
	(% p.a.)

	Financial Assets
	
	
	
	
	
	
	

	Cash and cash equivalents
	-
	-
	-
	14.6
	49.2
	63.8
	0.25 - 0.75

	Trade accounts receivable
	-
	-
	-
	-
	10.0
	10.0
	-

	Advances to contractors
	-
	-
	-
	-
	9.1
	9.1
	-

	Restricted bank deposits
	 0.7 
	-
	-
	1.1
	-
	1.8
	0.75 - 4.00

	Long-term loans to related parties
	-
	-
	-
	87.4
	-
	87.4
	7.88

	Other long-term investments
	-
	-
	-
	-
	3.6
	3.6
	-

	
	0.7
	-
	-
	103.1
	71.9
	175.7
	

	Financial liabilities
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans from banks
	-
	-
	-
	79.2
	-
	79.2
	7.00 - 8.00

	Trade accounts payable and notes payable
	-
	-
	-
	-
	305.8
	305.8
	-

	Short-term loans from related party
	-
	-
	-
	60.4
	-
	60.4
	6.75

	Other short-term loans
	135.0
	-
	-
	-
	-
	135.0
	5.90

	Deposits and advances received from customers
	-
	-
	-
	-
	652.5
	652.5
	-

	Secured debentures
	275.0
	-
	-
	-
	-
	275.0
	4.50

	Creditors under debt restructuring agreements
	234.9
	-
	-
	-
	-
	234.9
	2.50

	Long-term notes payable
	-
	-
	-
	-
	10.8
	10.8
	-

	Long-term loans from banks
	-
	-
	-
	1,349.3
	-
	1,349.3
	6.75 - 8.00

	
	644.9
	-
	-
	1,488.9
	969.1
	3,102.9
	



Foreign currency risk


The Company and its subsidiaries do not consider themselves exposed to foreign currency risk because they have no significant foreign currency transactions, and no financial assets denominated in foreign currencies outstanding at the balance sheet date. A subsidiary had financial liabilities denominated in foreign currencies outstanding at the balance sheet date but the amount was immaterial.
34.2
Fair values of financial instruments

Since the majority of the Company’s and its subsidiaries’ financial assets and liabilities are short-term and the significant financial assets and liabilities of the Company and its subsidiaries comprise loans to and loans from bearing interest at rates close to market rates. The fair values of these financial assets and liabilities are not expected to differ materially from the amounts presented in the balance sheets.


A fair value is the amount for which an asset can be exchanged or a liability settled between knowledgeable, willing parties in an arm’s length transaction. The fair value is determined by reference to the market price of the financial instrument or by using and appropriate valuation technique, depending on the nature of the instrument.
35.
RECLASSIFICATION
Certain amounts in the financial statements for the year ended 31 December 2005 have been reclassified to conform to the current year’s classifications, with no effect on previously reported net income or shareholders’ equity. 

36.
APPROVAL OF FINANCIAL STATEMENTS

These financial statements were authorised for issue by the Company’s Board of Directors on 20 February 2007.
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