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M.K. REAL ESTATE DEVELOPMENT PUBLIC COMPANY LIMITED
NOTES TO INTERIM FINANCIAL STATEMENTS

SEPTEMBER, 2005 AND 2004

1.
GENERAL INFORMATION

a)
Domicile and legal status of the Company




The Company was registered the conversion into a limited public company under the Limited Public Company Act with the Ministry of Commerce on December 15, 1993. Its head office is located at 719 M.K. Building, Bantadtong Road, Pathumwan, Bangkok 10330, Thailand.


b)
Nature of the Company's operations



The Company's operation is a real estate developer.


c)
Employees




As at September 30, 2005 the Company and subsidiaries have 238 employees (236 employees for the Company only)



The staff cost for the three-month periods ended September 30, 2005 and 2004 amounted to approximately Baht 15.38 million and Baht 14.6 million, for the Company and subsidiaries (Baht 15.18 million and Baht 13.8 million for the Company only), respectively. And the staff cost for the nine-month periods ended September 30, 2005 and 2004 amounted to approximately Baht 75.84 million and Baht 58.9 million, for the Company and subsidiaries (Baht 74.77 million and Baht 55.6 million for the company only), respectively.





The staff cost consisted of salary, bonus and welfare and social security.

2.
BASIS FOR INTERIM FINANCIAL STATEMENTS

The accompanying consolidated interim financial statements and interim financial statements have been prepared on the basis that the Company is a going concern. 

3.
BASIS FOR CONSOLIDATION INTERIM AND OPERATIONS 


The accompanying consolidated interim financial statements include the accounts of M.K. Real Estate Development Public Company Limited, and subsidiaries as follows:


Percentage of Ownership


As at September

As at December


30, 2005

31, 2004

Mancon Company Limited
95.50

95.50



At the meeting of shareholders of M.K. Investment (Cayman) Inc. No.1/2004, held on November 24, 2004, the shareholders had passed the resolution to dissolve the Company. Said company was struck from the     register on December 14, 2004. The consolidated financial statements have included M.K. Investment (Cayman) Inc. until the day it was struck from the register.



Goodwill arising in acquisition subsidiaries was amortized to be expenses by the straight-line method over the period of 5 years and significant intercompany transactions with the subsidiaries have been eliminated.
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4.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

4.1
Basis for preparation of interim financial statements




The interim financial statements of the Company are prepared in accordance with generally accepted accounting principles and accounting standards prescribed in 
Accounting Act and presented according to the Regulation of the Ministry of Commerce for Public Company Limited.


4.2
Income and Expenses Recognition




The Company and subsidiaries recognize the income from sales of land under the installment payment agreements on the installment method.  The income from sales of land and houses, condominiums, are recognized on the percentage of completion method.





Income from leasehold rights is recognized over the lives of the leases.




In addition, the Company and subsidiaries recognize income from real estate business in conformity with the Accounting Standard “Income Recognition Sales in Real Estate”  such as the total agreements to sell condominiums should not be less than 40% of the areas opening for sales, buyers’ paid deposits and installments should not be less than 20% of the corresponding contract sales amounts, etc.




Expenses are recognized on an accrual basis.


4.3
Cash and Cash Equivalents




Cash comprises cash held at banks and on hand and short- or medium-term investments maturing within the next 3 months.


4.4
Allowance for Doubtful Accounts

  


The Company and subsidiaries provide allowance for doubtful accounts equal to the estimated collection losses that may be incurred in the collection of all receivables. The estimated losses are based on historical collection experience coupled with a review of the current status of existing receivables.


4.5
Inventories





Inventories are stated at cost or net realizable value, whichever is lower.




Land developing for sales includes the cost of raw land, interest on related loans, and development costs, net of costs of lots sold or net realizable value, whichever is lower.




The Company and subsidiaries compute the cost of lots sold based on the percentages of income recognized from the respective lots.




Construction materials are valued at cost (first-in, first-out method) or net realizable value, whichever is lower.
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4.6
Investments in subsidiary and associated companies





Investments in subsidiary and associated companies are stated at equity method. Under the equity method, the investments are initially see at cost and subsequently adjusted by equity gain (loss) in net income (loss) of subsidiary and associated companies according to the ratio of investment.  The company recognizes equity gain (loss) in net income (loss) of subsidiary and associated companies in the statement of income.


4.7
Investments in related parties and other companies



Long-term investments in related parties and other companies are stated at cost (less allowance for impairment).  The Company recognizes impairment loss on the investment in the statement of income.  


4.8
Depreciation




Depreciation of property and equipment has been computed by the straight-line method over the estimated useful lives of the assets as follows:


Years

Golf course
30

Leasehold right
30

Building and improvement on land leased
30

Buildings and structures
20

Transportation equipment
5

Machinery and equipment
5

Furniture, fixtures and office equipment
5





Depreciation pertaining to the revaluation increment are treated as a deduction there to.


4.9
Impairment of Assets




Property and equipment and other assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognized in current operations. 


4.10
Operating Lease




Lease of assets under which all the risks and rewards of ownership are effectively retained by the lessor are classified as operating leases.  Lease payments under an operating lease are recognized as an expense on a systematic basis over the lease term.
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4.11
Foreign Currency Transactions




Foreign currency transactions are recorded at the rates prevailing on the dates of the transactions.  Assets and liabilities denominated in foreign currencies at the balance sheet dates are translated into Baht at the prevailing rates at those dates.  Gains or losses on translation are credited or charged to current operations.


4.12
Income Tax




The provision for income tax is based on the amount currently payable according to the Revenue Code. 


4.13
Use of estimates in the preparation of financial statements




The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses and disclosure of contingent assets and
liabilities.  Actual results could differ from those estimates.

5.
TRANSACTIONS WITH RELATED COMPANIES


5.1
The Company has certain transactions with its related companies. A portion of the Company’s assets, liabilities, revenues, cost and expenses arose from the transactions with the related companies which are related through common shareholdings and/or directorships.  The effects of these transactions, which are in the normal course of business, were reflected in the accompanying financial statements on the basis determined by the companies concerned.




The significant transactions between the Company and its related companies reflected in the accompanying consolidated financial statements and financial statements for the three-month and nine-month periods ended September 30, 2005 and 2004 are as follows :-
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In Million Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


Pricing basis
For the three-month period ended September

 30, 2005

For the three-month period ended September

 30, 2004

For the three-month period ended September

 30, 2005

For the three-month period ended September

 30, 2004

Rental and service income
Market Price
0.55

-

0.56

0.53

Interest expense 
Interest rate at









- Dura Floor
(2005: 7-7.5 p.a.)








    
Corporation Limited
(2004 : 6.5-8 p.a)
0.09

0.70

0.09

0.70

Interest expense 
Interest rate at








  
- Samakkee Cement 
(2005: 5.75-6.75 p.a.)










Co., Ltd.

(2004 : 5.75-7 p.a)
0.02

0.12

0.02

0.12


In Million Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


Pricing basis
For the nine-month period ended September

 30, 2005

For the nine-month period ended September

 30, 2004

For the nine-month period ended September

 30, 2005

For the nine-month period ended September

 30, 2004

Rental and service income
Market Price
1.60

1.59

1.63

1.60

Interest expense
Interest rate at









- Dura Floor
(2005: 7.5 p.a.)








    
Corporation Limited
(2004 : 6.5-8 p.a)
0.88

1.81

0.88

1.81

Interest expense 
Interest rate at









- Samakkee









  

Cement Co., Ltd.

(2005: 5.75-6.75p.a.)









(2004 : 5.75-7.5p.a)
0.13

0.34

0.13

0.34

Other income
Market Price
-

-

-

0.06



The significant outstanding balances at September 30, 2005 and December 31, 2004 are as follows :-
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Receivables and advances to related parties
In Thousand Baht


Consolidated

The Company’s


Financial Statements

Financial Statements only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004


(for the nine-
month period)

(for the year)

(for the nine-
month period)

(for the year)

Receivables and advance to related parties








Advance to related parties








Mancon Co., Ltd.








Balance, beginning of period
-

-

5,971

(436)

Additional loan during the period
-

-

3,815

15,602

Deduction from payment during the period
-

-

(138)

(9,195)


Total
-

-

9,648

5,971

Receivables from land Mancan Co., Ltd.
-

-

15,000

15,000

Balance, end of period
-

-

24,648

20,971



Advance for Mancon Co., Ltd. has no interest charge and due at call.



Trade account and advance from related parties

In Thousand Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

Advance from related parties








Samakkee Cement Co., Ltd.








Balance, beginning of period
7,200

6,000

7,200

6,000

Additional loan during the period
-

2,000

-

2,000

Deduction from payment during the period
(7,200)

(800)

(7,200)

(800)

Balance, end of period
-

7,200

-

7,200

Dura Floor Corporation Limited








Balance, beginning of period
26,200

37,400

26,200

37,400

Additional loan during the period
-

28,200

-

28,200

Deduction from payment during the period
(21,000)

(39,400)

(21,000)

(39,400)

Balance, end of period
5,200

26,200

5,200

26,200

      Total
5,200

33,400

5,200

33,400




Advance from Durafloor Corporation Limited bears interest at 7-7.5 p.a. (2004 : 6.5 - 8 p.a.) and due at call.



Advance from Samakkee Cement Co., Ltd. bears interest at 5.75-6.75 p.a. (2004 : 5.75-7 p.a.) and due at call.
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6.
CASH AND CASH EQUIVALENTS

In Thousand Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Cash in hand
7,181

3,875

7,177

3,871

Cash at bank - current accounts
220

157

218

155

Cash at bank - saving accounts
28,000

14,984

27,998

14,982

Current investment - fixed deposit - 3 month
343

416

300

288

      Total
35,744

19,432

35,693

19,296



Saving accounts are carrying interest at the floating rates which are set by bank.
7.
ACCOUNTS AND UNBILLED RECEIVABLES - TRADE


The accounts receivables - trade with long outstanding as at September 30, 2005 and  December 31, 2004 were aged as follows:

In Million Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Over 12 months
-

2.4

-

2.4

          Total
-

2.4

-

2.4

Allowance for doubtful accounts
-

2.4

-

2.4

8.
ASSETS PLEDGED OR MORTGAGED AS COLLATERAL



The Company has pledged or mortgaged substantial portion of land developing for sales referred to in Note 9, and the property and equipment mentioned in Note 13 are as collateral for the liabilities of the Company.
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9.
INVENTORIES, NET

In Thousand Baht


Consolidated
Financial Statements

The Company’s
Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Land and construction developing for sales
3,042,409
]
2,992,183

3,042,409

2,990,709

Land for development and for sales - net
1,865,100

2,018,818

1,785,230

1,938,948

Houses and sample houses
34,850

28,267

33,375

28,267

Condominiums under construction   
2,869

2,869

2,869

2,869

Construction materials
1,647

828

1,647

761

          Total
4,946,875

5,042,965

4,865,530

4,961,554

Less  allowance for devalue of houses









 and sample house
(967)

(967)

(967)

(967)

Inventories, net
4,945,908

5,041,998

4,864,563

4,960,587



Portion of interest charged incurred in the three-month and nine-month periods ended September 30, 2005 and 2004 amounting to approximately Baht 16.29  million and 10.25 million, respectively, and Baht 48.42  million and Baht 37.47 million, respectively, was capitalized as part of inventories.

10.
OTHER CURRENT ASSETS - NET

In Thousand Baht


Consolidated

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Other receivable
5,595

5,595

5,595

5,595

Others
5,767

4,723

5,724

4,677

     Total
11,362

10,318

11,319

10,272

Less allowance for doubtful accounts
(5,595)

(5,595)

(5,595)

(5,595)

     Net
5,767

4,723

5,724

4,677
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11.
INVESTMENTS IN SUBSIDIARY AND ASSOCIATED COMPANIES- AT EQUITY METHOD






Consolidated Financial Statements (In Thousand Baht)








Percentage of




Type of

Type of

Paid up shares

Ownership

Amount


business

relation

As at

As at

As at

As at

As at

As at






September

December

September

December

September

December






30, 2005

31, 2004

30, 2005

31, 2004

30, 2005

31, 2004

Associated companies
















Samakkee Cement Co., Ltd.
 Manufacturing-

Co-Management

300,000

300,000

39.21

39.21

60,362

55,959


Cement















Mancon Investment Group
Holding

Co-Management

6,650

6,650

49.00

49.00

10

9

    Company Limited
















Subnorasing Co.,Ltd.
Manufacturing-Sand

Co-Management

18,000

18,000

36.07

36.07

4,428

4,278

High-Full Rubber Product Co.,Ltd.
Manufacturing 

Shareholding

53,253

53,253

9.00

9.00

2,570

3,437

Jian shi Development 

    (Tianjin)Co.,Ltd.
Holding

Indirect holding

-

-

49.00

49.00

-

-

    Total












67,370

63,683






The Company’s Financial Statement  Only (In Thousand Baht)








Percentage of




Type of

Type of

Paid up shares

Ownership

Amount


business

relation

As at

As at

As at

As at

As at

As at






September

December

September

December

September

December






30, 2005

31, 2004

30, 2005

31, 2004

30, 2005

31, 2004

Subsidiary Companies
















Mancon Co., Ltd.
Contractor

Co-Management

20,000

20,000

95.50

95.50

(6,333)

(1,950)

Associated companies
















Samakkee Cement Co.,Ltd.
Manufacturing -

Co-Management

300,000

300,000

39.21

39.21

60,362

55,959


Cement















Mancon Investment Group
Holding

Co-Management

6,650

6,650

49.00

49.00

10

9

    Company Limited
















Subnorasing Co., Ltd.
Manufacturing -Sand

Co-Management

18,000

18,000

36.07

36.07

4,428

4,278

High Full Rubber Product Co., Ltd.
Manufacturing

Shareholding 

53,253

53,253

5.60

5.60

1,781

2,382

    Total












66,581

62,628
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In the fourth quarter of 2004, two overseas subsidiaries, M.K. Investment (Cayman) Inc. and Inter United Investment Company Limited, had dissolved and been struck from the register on December 14, 2004 and November 16, 2004, respectively. In this connection the Company had received in retum cash amounted Baht 14.89 million and 49% share capital of Jian Shi Debelopment (Tianjin) Co., Ltd. at the fair value of zero.



The Company recorded said cash and shares as share of profits from investments, using the equity method, for the year ended December 31, 2004. 


On December 8, 2004 the Company transferred shares of Jian Shi Development (Tianjin) Co., Ltd. to a subsidiary at no monetary value as the Company had recorded its investment in shares of said Company by the equity method at zero.



The excess of equity in subsidiaries over cost is recognized as “Liability from subsidiaries”


(1) 
The Company and subsidiaries have a policy to record the investments in shares of associated

 
companies by the equity method.  The equity in net profit or loss of the investment in Samakkee Cement Co., Ltd.,  and Subnorasing Co., Ltd., and Mancon Investment Group Company Limited, were computed from for the financial statement of such associated companies for the nine-month periods ended September 30, 2005 with made by Company’s management and for the year ended December 31, 2004 from audited financial statements by another auditor and investments in shares of High full Rubber Product Co., Ltd. by the equity method as at December 31, 2004 from audited financial statements by another auditor. As at September 30, 2005 and December 31, 2004, the investments in these companies totalled approximately Baht 67.37 million and Baht 63.68 million (1% and 1% of the consolidated total assets), respectively, and the equity in net profit or loss of these companies for the three-month periods ended September 30, 2005 and 2004 the investment in these companies totalled approximately Baht 2.00 million and Baht (0.86) million. (1.74% and (1.14)% of the consolidated net profit), respectively, for the nine-month periods ended September 30, 2005 and 2004, totalled approximately Baht 3.68 million and Baht 1.22 million (0.59% and 0.66% of the consolidated net profit), respectively .  


(2)   
The Company has a policy to record the investments in shares of subsidiaries and associated companies by the equity method. The equity in net profit or loss of the investments in Samakkee Cement Co., 
Ltd., and Subnorasing Co., Ltd., and Mancon Investment Group Company Limited. were computed from the financial statement of such  associated companies, for the nine-month periods ended September 30, 2005 with made by Company’s management and the year ended December 31, 2004,  from audited financial statements another auditor and investment in shares of High full Rubber Product Co., Ltd. by the equity method as at December 31, 2004 from audited financial statements by another auditor.  As at September 30, 2005 and December 31, 2004 the investments in these companies totalled approximately Baht 66.58 million and Baht 62.62 million (1% and 1% of total assets), respectively, and the equity in net profit or loss of these companies for the three-month periods ended September 30, 2005 and 2004 the investment in these companies totalled approximately Baht 0.81 million and Baht (2.34) million. (0.71% and (3.09)% of net profit), respectively, for the nine-month periods ended September 30, 2005 and 2004 totalled approximately Baht (0.43) million and Baht (3.82) million ((0.07)% and (2.06)% of net profit), respectively. 
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12.
OTHER LONG-TERM INVESTMENTS IN RELATED

COMPANIES (General Investments) - At Cost





Consolidated Financial Statements (In Thousand Baht)








Percentage of




Type of

Type of 

Paid up shares

Ownership

Amount


Business

relation

As at

As at

As at

As at

As at

As at






September

December

September

December

September

December






30, 2005

31, 2004

30, 2005

31, 2004

30, 2005

31, 2004

Sinnsuk Properties Co., Ltd.
Real Estate

Shareholding

200,000

200,000

15.00

15.00

30,000

30,000

Haadyai Nakarin Co., Ltd.
Real Estate

Shareholding

191,500

191,500

6.03

6.03

11,548

11,548

Dura Floor Corporation Co., Ltd.
Manufacturing

Shareholding

55,000

55,000

15.26

15.26

8,395

8,395

Supalai Northeast Co.,Ltd.
Real Estate

Shareholding

80,500

80,500

10.00

10.00

8,050

8,050

Thai Advance Panel Technology Co., Ltd.
Manufacturing

Shareholding

50,000

50,000

5.58

5.58

3,125

3,125

D.Cement Co., Ltd    
Manufacturing

Shareholding

50,000

50,000

19.78

19.75

2,469

2,469


Total












63,587

63,587

Less allowance for decline in 
















           value of investment












(38,924)

(38,924)


Net












24,663

24,663






The Company’s Financial Statements (In Thousand Baht)








Percentage of




Type of

Type of 

Paid up shares

Ownership

Amount


Business

relation

As at

As at

As at

As at

As at

As at






September

December

September

December

September

December






30, 2005

31, 2004

30, 2005

31, 2004

30, 2005

31, 2004

Sinnsuk Properties Co., Ltd.
Real Estate

Shareholding

200,000

200,000

15.00

15.00

30,000

30,000

Haadyai Nadarin Co., Ltd.
Real Estate

Shareholding

191,500

191,500

6.03

6.03

11,548

11,548

Dura Floor Corporation Co., Ltd.
Manufacturing

Shareholding

55,000

55,000

13.55

13.55

7,455

7,455

Supalai Northeast Co., Ltd.
Real Estate

Shareholding

80,500

80,500

10.00

10.00

8,050

8,050

Thai Advance Panel Technology Co., Ltd.
Manufacturing

Shareholding

50,000

50,000

5.58

5.58

3,125

3,125

D. Cement Co., Ltd    
Manufacturing

Shareholding

50,000

50,000

19.75

19.75

2,469

2,469

    
Total












62,647

62,647

Less allowance for decline in 
















           value of investment












(38,923)

(38,923)


Net












23,724

23,724



The investments in shares of related parties are carried at cost.  As at September 30, 2005 and December 31, 2004, the aggregate net book values of the investments based on the latest available audited financial statements are lower than the aggregate costs by Baht 38.9 million and 38.9 million, respectively.  Management provided an allowance for decline in value of the investments amounting to approximately Baht 38.9 million and 38.9 million, respectively by considering the net book value (which was lower than cost) that is expected to be permanently declined.  
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13.
PROPERTY AND EQUIPMENT - NET



Consolidated Financial Statements (In Thousand Baht)



Balance, at





Balance, at



December





September



31, 2004

Addition

Deduction

30, 2005

Appraised Fixed Assets:









Cost









   - Land
487,415

-

-

487,415


   - Golf course
197,167

-

-

197,167


   - Club house  
118,279

-

-

118,279


          Total cost
802,861

-

-

802,861

Revaluation surplus









   - Land
716,837

-

-

716,837


   - Golf course
(75,618)

2,439

-

(73,179)


   - Club house  
(47,863)

2,244

-

(45,619)


          Total revaluation
593,356

4,683

-

598,039


          Total cost and revaluation
1,396,217





1,400,900


Less Accumulated depreciation









   - Golf course
(39,490)

(5,086)

-

(44,576)


   - Club house  
(23,480)

(4,444)

-

(27,924)


          Total accumulated depreciation
(62,970)

(9,530)

-

(72,500)


               Net
1,333,247





1,328,400


Cost









   - Leasehold right
70,563

-

-

70,563


   - Building and improvement on land leased
79,413

-

-

79,413


          Total cost
149,976

-

-

149,976


Revaluation surplus









   - Leasehold right
6,199

-

(326)

5,873


   - Building and improvement on land leased
5,592

-

(294)

5,298


          Total revaluation surplus
11,791

-

(620)

11,171


          Total cost and revaluation surplus
161,767

-

(620)

161,147


Less Accumulated depreciation









   - Leasehold right
(39,384)

(1,641)

-

(41,025)


   - Building and improvement on land leased
(51,550)

(1,461)

-

(53,011)


          Total accumulated depreciation
(90,934)

(3,102)

-

(94,036)


               Net
70,833
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 “UNAUDITED”

 “REVIEWED”

- 13 -



Consolidated Financial Statements (In Thousand Baht)




Balance, at





Balance, at




December





September




31, 2004

Addition

Deduction

30, 2005


Cost









   - Land
76,112

-

-

76,112


   - Building and structures
60,697

-

-

60,697



- Construction in progress (acquired 


  after appraisal)
28,878

4,549

(31,058)

2,369


          Total cost
165,687

4,549

(31,058)

139,178


Revaluation surplus









   - Land
38,762

-

-

38,762


   - Building and structures
6,311

-

(798)

5,513


          Total revaluation surplus
45,073

-

(798)

44,275


          Total cost and revaluation surplus
210,760

4,549

(31,856)

183,453


Less Accumulated depreciation









   - Building and structures
(30,357)

(2,123)

-

(32,480)


            Net
180,403





150,973

                  Net appraised fixed assets
1,584,483





1,546,484

Remaining Fixed Assets At Cost:









Cost









   - Transportation equipment
25,912

1,558

(1,038)

26,432


   - Machinery and equipment
53,909

1,663

-

55,572


   - Furniture, fixtures and office equipment
33,994

5,984

-

39,978


          Total Cost
113,815

9,205

(1,038)

121,982


Less Accumulated Depreciation









   - Transportation equipment
(14,253)

(2,580)

1,038

(15,795)


   - Machinery and equipment
(40,927)

(3,642)

-

(44,569)


   - Furniture, fixtures and office equipment
(26,597)

(1,988)

-

(28,585)


          Total Accumulated depreciation
(81,777)

(8,210)

1,038

(88,949)

                  Net
32,038





33,033










Grand Total
1,616,521





1,579,517

“UNAUDITED”

 “REVIEWED”
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The Company’s Financial Statements Only (In Thousand Baht)



Balance, at





Balance, at



December





September



31, 2004

Addition

Deduction

30, 2005

Appraised Fixed Assets:









Cost









   - Land
487,415

-

-

487,415


   - Golf course
197,167

-

-

197,167


   - Club house  
118,279

-

-

118,279


          Total cost
802,861

-

-

802,861

Revaluation surplus









   - Land
716,837

-

-

716,837


   - Golf course
(75,618)

2,439

-

(73,179)


   - Club house  
(47,863)

2,244

-

(45,619)


          Total revaluation surplus
593,356

4,683

-

598,039


          Total cost and revaluation surplus
1,396,217





1,400,900


Less Accumulated depreciation









   - Golf course
(39,490)

(5,086)

-

(44,576)


   - Club house  
(23,480)

(4,444)

-

(27,924)


          Total accumulated depreciation
(62,970)

(9,530)

-

(72,500)


               Net
1,333,247





1,328,400


Cost









   - Leasehold right
70,563

-

-

70,563


   - Building and improvement on land leased
79,413

-

-

79,413


          Total cost
149,976

-

-

149,976


Revaluation surplus









   - Leasehold right
6,199

-

(326)

5,873


   - Building and improvement on land leased
5,592

-

(294)

5,298


          Total revaluation surplus
11,791

-

(620)

11,171


          Total cost and revaluation surplus
161,767

-

(620)

161,147


Less Accumulated depreciation









   - Leasehold right
(39,384)

(1,641)

-

(41,025)


   - Building and improvement on land leased
(51,550)

(1,461)

-

(53,011)


          Total accumulated depreciation
(90,934)

(3,102)

-

(94,036)


               Net
70,833





67,111

 “UNAUDITED”

 “REVIEWED”
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The Company’s Financial Statements Only (In Thousand Baht)




Balance, at





Balance, at




December





September




31, 2004

Addition

Deduction

30, 2005


Cost









   - Land
76,112

-

-

76,112


   - Building and structures 
60,697

-

-

60,697



- Construction in progress (acquired 


  after appraisal)
28,878

4,549

(31,058)

2,369


          Total cost
165,687

4,549

(31,058)

139,178


Revaluation surplus









   - Land
38,762

-

-

38,762


   - Building and structures
6,311

-

(798)

5,513


          Total revaluation surplus
45,073

-

(798)

44,275


          Total cost and revaluation surplus
210,760

4,549

(31,856)

183,453


Less Accumulated depreciation









   - Building and structures
(30,357)

(2,123)

-

(32,480)


              Net
180,403





150,973



Net appraised fixed assets
1,584,483





1,546,484

Remaining Fixed Assets At Cost:









Cost









   - Transportation equipment
24,243

1,558

(777)

25,024


   - Machinery and equipment
51,091

1,663

-

52,754


   - Furniture, fixtures and office equipment
32,828

5,984

-

38,812


          
Total Cost
108,162

9,205

(777)

116,590


Less Accumulated Depreciation









   - Transportation equipment
(12,584)

(2,580)

777

(14,387)


   -  Machinery and equipment
(39,060)

(3,286)

-

(42,346)


   - Furniture, fixtures and office equipment
(25,436)

(1,987)

-

(27,423)



Total accumulated depreciation
(77,080)

(7,853)

777

(84,156)

    
 Net
31,082





32,434










Grand Total
1,615,565





1,578,918

“UNAUDITED”
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The Company follows Statement No. 32 issued by the Institute of Certified Accountants and Auditors of Thailand, which allows the valuation of property, plant and equipment at appraised amounts. The Company’s principal property and equipment are stated at appraised value based on latest appraisal rendered in September 2002 by independent valuers. The net excess of appraised value over cost is shown as “Revaluation increment in fixed assets - net” under “Shareholders’ Equity” in the balance sheet and the consolidated balance sheet.  The revaluation increment in fixed assets - net is not available for dividend distribution.



The Company and Subsidiaries have a depreciation charges for the three-month periods ended September 30, 2005 and 2004 amounted to Baht 8.05 million and Baht 7.41 million, respectively (Baht 7.7 million and Baht 7.29 million, respectively for the Company’s Only) and for the nine-month periods ended September 30, 2005 and 2004 amounted to Baht 22.96  million and Baht 21.11 million, respectively (Baht 22.61 million and Baht 20.74 million, respectively for the Company’s Only)



In 1986, the Company entered into an agreement with Chulalongkorn University to lease a plot of land on which its office buildings are situated.  Under the agreement, the Company had to pay a leasehold right of Baht 65.8 million, whereby Baht 2 million was paid on the agreement date.  The remaining amount (presented as a part of long-term debts in the balance sheets and the consolidated balance sheets) is payable in annual installments over the life of the lease of 30 years commencing in March 1989.  In addition, the Company has to transfer all of the constructions thereon to the lessor when the lease expires.



As at September 30, 2005, the Company is in process for asset reappraising by a firm of 
independent appraiser which expects to finish in fourth quarter 2005.

14.
OTHER NON-CURRENT ASSETS



As at September 30, 2005 and December 31, 2004, this account includes the corporate withholding income tax totalling Baht 4.6 million and Baht 16.7 million, respectively. Management believes that the corporate withholding income tax amount is significant and, therefore, the Company has set the policy to refund the corporate withholding income tax within the period specified by law.

15.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS
In Thousand Baht


Consolidated 

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Bank overdrafts
33,841

10,710

33,561

10,686

Short - term loan from 








   financial institution
300,000

125,000

300,000

125,000

          Total
333,841

135,710

333,561

135,686

“UNAUDITED”

 “REVIEWED”
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As at September 30, 2005 and December 31, 2004, the Company and subsidiaries have overdraft lines with several local banks totalling Baht 109.5 million (Baht 107 million for the Company’s only) with interest at minimum overdraft rates.  The above bank overdrafts are collateralized by the Company’s land and are additionally guaranteed by certain shareholders.



As at September 30, 2005 and December 31, 2004, the Company has short - term loan credit line from two financial institutions amounting Baht 300 million and 100 million, respectively, carrying interest at the floating rate at 4.15 - 5.20% per year and 5.2-5.75%  per year, respectively. The above short - term loans from financial institutions are partially collateralized by the Company’s land. 

16.
ADVANCES FROM DIRECTOR
In Thousand Baht 


Consolidated 

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

Balance, beginning of  periods 
25,033

17,003

24,956

16,926

Additional loan during the periods
5,021

75,831

5,021

75,831

Deduction from payment during the periods
 (12,836)

 (71,593)

 (12,836)

 (71,593)

Balance, end of periods
17,218

21,241

17,141

21,164



Advances from directors have no interest charge and due at call.

17.
SHORT-TERM LOANS FROM OTHERS 
In Thousand Baht 


Consolidated 

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

30, 2005 

(for the nine-
month period)

31, 2004

(for the year)

Balance, beginning of periods
28,000

48,000

28,000

48,000

Additional loan during the periods
-

-

-

-

Deduction from payment during the periods
(18,000)

(20,000)

(18,000)

(20,000)

Balance, end of periods
10,000

28,000

10,000

28,000



As at September 30, 2005 and December 31, 2004 the Company has promissory notes with other person carrying interest at the rate of  8% and 8-8.824% per year respectively and due at call.

“UNAUDITED”
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18.
OTHER CURRENT LIABILITIES

In Thousand Baht 


Consolidated 

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Accrued interest expense
570

8,303

570

8,303

Deferred income from customers
50,110

69,640

50,060

69,640

Accrued expenses
21,163

29,770

21,137

29,714

Retention 
45,455

40,013

45,266

39,747

Advance received  









Utilities Maintenance fee
68,429

55,497

68,429

55,497

Others
33,964

35,136

33,964

35,072

          Total
219,691

238,359

219,426

237,973

19.
LONG-TERM DEBTS

In Thousand Baht 


Consolidated 

The Company’s


Financial Statements

Financial Statements Only


As at September

As at December

As at September

As at December


30, 2005

31, 2004

30, 2005

31, 2004

Loans from banks
880,616

971,184

815,616

906,184

Restructured loan  
922,399

1,528,457

922,399

1,528,457

Leasehold right, payable in annual








  Installments up to March 2018 (Note 13)
36,850

39,050

36,850

39,050

          Total
1,839,865

2,538,691

1,774,865

2,473,691

Less: Portion due within one year
(43,643)

(67,345)

(43,643)

(67,345)

          Net
1,796,222

2,471,346

1,731,222

2,406,346



As at September 30, 2005 and December 31, 2004 the loans from  some financial institutions have been collateralized by the Company’s assets pledged or mortgaged as discussed in Note 8, and personally guaranteed by certain shareholders.  Under certain loan agreements, the company carried interest on long - term financial institutions at the rate of MLR (5-6.5% and 4.5-6.75% per year, respectively). The Company has to repay the loans when the payments are made from its customers on the dates which real estate title deeds are transferred to the customers.  However, the Company did not forecast the portion of the long-term loans, which is expected to be repaid within the next one year for presenting under the current liabilities in the balance sheet as at September 30, 2005 and December 31, 2004. 
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Restructured loans are as follows :


In Thousand Baht 






Consolidated Financial Statements and 

The Company’s Financial Statements Only






As at  September

As at  December

Interest  Rate

Conditions


30, 2005

31, 2004





Local  bank
170,018

248,305

MLR

Repayment according to sales.

Local  bank
-

2,240

MLR

Repayment according to sales.

Local  bank
504,861

680,119

MLR

Repayment according to sales.

Local  bank
82,498

94,971

Year 1-3  Rate 5%

Year  4  on wards MLR

Repayment according to sales. The company shall repay the loan within April,  2009.

Financial institution
-

295,681

PRIME RATE 

Repayment according to sales. The company shall repay the loan during a six year period up to January,  2008.

Financial institution
28,432

48,962

PRIME RATE

During a five year period up to September, 2006. 

Financial institution
7,353

11,135

-

Yearly repayment minimum of  Baht 5,567,500.

   (Accrued interest)








Financial institution
58,698

75,380

7.5%

During a five year period up to June , 2007.

Financial institution
70,539

71,664

MLR

During a five year period up to June, 2007.


922,399

1,528,457







Loans as per said debt restructuring agreements were personally guaranteed by certain directors and collateralized by parts of the Company's assets pledged or mortgaged as discussed in Note 8.




Under the terms of the agreements, the Company shall comply with the conditions of agreements.

20.
HIRE-PURCHASE CONTRACT PAYABLE



Hire-purchase contract payable consist of :


In Thousand Baht 


Consolidated financial statements

The company’s financial statement only


As at 

As at 

As at 

As at 


September

December 

September

December 


30, 2005

31, 2004

30, 2005

31, 2004

Hire-purchase contract payable
3,646

5,480

3,646

5,480

Less Portion due within one year net of








          deferred interest
(2,245)

(2,462)

(2,245)

(2,462)


1,401

3,018

1,401

3,018



The right on the assets under hire-purchase agreements will be transferred to the company when 
final installment is paid.

“UNAUDITED”

 “REVIEWED”

- 20 -

21.
SHARE CAPITAL



At extraordinary general meeting of shareholders’ held on April 29, 2004, the shareholders 
passed the resolution to approve the increase of Registered Capital from Baht 722,303,060 to Baht 867,616,848 by issuing 145,313,788 new common shares at Baht 1 par value per share, totalling Baht 
145,313,788 comprising 141,380,813 common shares for supporting stock dividend and 6,932,945 common share for change in conversion price of convertible debenture due to issuance of stock dividend.

22.
REVALUATION SURPLUS - NET



Since December 1999, the Company changed its method of valuation of land, land improvements, buildings and machinery and equipment from cost method to the revaluation method based on value appraised by a firm of independent appraiser.



- 
land-golf course and club house and land-buildings and structures and golf course, the valuer used the “market approach”  method.


-
In appraisal of club house and buildings and structures, the valuer used the “depreciated 


replacement” cost  method


The surplus resulting from revaluation of land-golf course and clubhouse land-buildings and structures golf course club house buildings and structures and building and improvement land leased, based on the latest appraisal by independent valuers in September 2002, was shown under the caption of “Shareholders’ Equity” in the balance sheet. 



Transactions of revaluation surplus are as follows :


Consolidated Financial Statements and 

The Company’s Financial Statements Only (In Thousand Baht)


Balance per 





Balance per 


Book at December 





Book at September


31, 2004

Additions

Deduction

30, 2005

Revaluation surplus:-








Land-golf course and club house
716,837

-

-

716,837

Golf course
(75,618)

2,439

-

(73,179)

Club house
(47,862)

2,244

-

(45,618)

     Total
593,357

4,683

-

598,040

Leasehold right
6,199

-

(326)

5,873

Building and improvement land leased
5,592

-

(294)

5,298

     Total
11,791

-

(620)

11,171

Land
38,762

-

-

38,762

Building and structures
6,311

-

(798)

5,513

     Total
45,073

-

(798)

44,275

         Grand total
650,221

4,683

(1,418)

653,486




The “Revaluation Surplus” is not available for dividend distribution.
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23.
LEGAL RESERVE


Under the provision of the Public Limited Companies Act B.E.2535, the Company is requires to appropriate at least 5% of its annual net income after deduction of the deficit brought forward (if any) as reserve fund until the reserve reaches 10% of the authorized share capital.


In 2005, the Company had additional appropriated its legal reserve at the amount of Baht 22.61 million.

24.
DIVIDEND



At ordinary meeting of shareholder’s No.1/2004 held on April 29, 2004, the shareholders passed the resolution as follows :



1.
Approved the dividend payment for the operation from January 1, 2003 to December 31, 2003 for the existing  shareholders of 706,904,065 shares by the share register closing on April 8, 2004 at 12.00 o’clock. The rate of dividend is at Baht 0.222222 per share. There are two parts of dividend payment as follow :




-
Pay stock dividend by common share at ratio (Old:New) 5:1 at par value of Baht 1, 



the rate of dividend Baht 0.20 per share. 




-
Pay the cash dividend of Baht 0.022222 per share for withholding tax of stock 




dividend. 



In case of share fraction less than 5 shares remaining, cash dividend of Baht 0.222222 per share 
will be paid. 



1.1
Issuing new common shares of 141,380,813 shares for the stock dividend, totaling
 


Baht 141,380,813 



1.2
Issuing new common share of 3,932,975 shares for the change in conversion price of
 


convertible debentures due to issuance of the stock dividend.



Dividend payment will be within 30 days after the approving of the Ordinary Meeting of  Shareholder or after the registration with the related govemmental agency.



At ordinary meeting of shareholder’s No.1/2005 held on April 28, 2005, the shareholders passed the resolution as follow :



Approved the dividend payment for the operation from January 1, 2004 to December 31, 2004,  by the share register closing on April 8, 2005 at 12.00 o’clock. The rate of dividend is at Baht 0.18 per share, to be paid to existing shareholders of 866,684,157 shares, totalling Baht 156,003,148.26 Dividend payment would be paid to shareholders on Friday, May 27, 2005. Dividend paid for shareholders register of  866,623,657 share, totalling Baht 155,992,258.26.



And had additional appropriated its legal reserve at the amount of Baht 22,408,798.
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25.
GAIN ON DEBT RESTRUCTURING AGREEMENTS 


a)
In the third quarter of 2002, the Company signed a debt restructuring agreement with a creditor for a loan transferred from closed financial institution. Said contract, signed on July 18, 2002, and for the three-month periods and for the nine-month periods ended September 30, 2005 and September 30, 2004 the Company complied to the agreement, thus, the Company has gain on debt restructuring for the three-month periods amounting to Baht 0.71 million and 1.00 million respectively, and for the nine-month periods amounting to Baht 2.19 million and 3.10 million respectively and is presented as extraordinary item in the consolidated statement of income and the financial statement for the three-month periods and for the nine-month periods ended September 30, 2004 and September 30, 2003.



b) 
In the second quarter of 2005, the Company has gain from debt restructuring by redeeming 22 units of debentures at face value. In this connection, the Company has net gain from debt settlement totalling Baht 0.01 million. 



c)
In the first quarter of 2005, the company has fulfilled a debt restructuring agreement signed on January 22, 2002. Hence the Company has net gain from debt forgiveness totalling Baht 251.68 million. 
The items on (a) (b) and (c) were presented as part of extraordinary item in the statement of income for the three-month periods and nine-month  periods ended September 30, 2005 and 2004.

26.
FINANCIAL INSTRUMENTS


a.  
Financial Risk Management




The Company and subsidiaries manage theirs financial risk exposure on financial assets and financial liabilities in normal business by its internal management and control system and the Company and subsidiaries do not hold or issue any derivative instruments.


b.  
Fair Value




The fair value of significant financial assets and financial liabilities does not differ from their carrying value except for the fair value of long-term investments and long-term debts cannot be properly calculated, accordingly, no disclosure is made.

27.
EARNINGS PER SHARE


Basic earnings per share is calculated by dividing the net income (loss) for the period by the weighted average number of ordinary shares issued and paid-up during the year.



Diluted earnings per share is calculated by dividing net income (loss) for the period by the total sum of the weighted average number of ordinary shares outstanding during the period and the weighted average number of potential ordinary shares to be issued for conversion of all convertible debentures into ordinary shares.
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(In Thousand Baht)

(In Thousand Shares)

Baht per share


Net income (loss)

Weighted average number

Earning (loss)




of ordinary shares

per share


For  the three- month period ended September

For  the three- month period ended September

For  the three- month period ended September

For  the three- month period ended September

For  the three- month period ended September

For  the three- month period 

ended September


30, 2005

30, 2004

30, 2005

30, 2004

30, 2005

30, 2004

Basic earning per share












  
Number of ordinary shares




866,684

810,831





    
Income (loss) before












        
ordinary activities
114,165

74,693





0.13

0.09


Extraordinary item
714

1,003





-

-


Net income (loss)
114,879

75,696





0.13

0.09

Diluted earnings per share












 
Number of ordinary shares




866,684

810,831





    
Potential effect of dilution




-

-





     
Total




866,684

810,831





    
Income (loss) before












 
ordinary activities
114,165

74,693





0.13

0.09


Extraordinary item
714

1,003





-

-

    
Net income (loss)
114,879

75,696





0.13

0.09


(In Thousand Baht)

(In Thousand Shares)

Baht per share


Net income (loss)

Weighted average number

Earning (loss)




of ordinary shares

per share


For  the nine- month period ended September

For  the nine- month period ended September

For  the nine- month period ended September

For  the nine- month period ended September

For  the nine- month period ended September

For  the nine- month period ended September


30, 2005

30, 2005

30, 2005

30, 2005

30, 2005

30, 2005

Basic earning per share












  
Number of ordinary shares




866,684

809,737





    
Income (loss) before












        
ordinary activities
368,829

182,364





0.43

0.21


Extraordinary item
253,883

3,099





0.29

-


Net income (loss)
622,712

185,463





0.72

0.21

Diluted earnings per share












 
Number of ordinary shares




866,684

809,737





    
Potential effect of dilution




-

-





     
Total




866,684

809,737





    
Income (loss) before












 
ordinary activities
368,829

182,364





0.43

0.21


Extraordinary item
253,883

3,099





0.29

-

    
Net income (loss)
622,712

185,463





0.72

0.21

“UNAUDITED”

 “REVIEWED”

- 24 -

28.
CONTINGENT LIABILITIES AND COMMITMENTS




As at September 30, 2005.


a)
The Company was contingently liable to banks for bank guarantees issued in favor of some government agencies totalling Baht 235 million.


b)
The Company had several agreements to purchase land and the commitment under agreement
amounting to Baht 12.95  million. 


c)
The Company had  guaranteed the long-term  loan of a  subsidiary company amounting of Baht 65 million and a related company in the amount of Baht 14.25 million.

29.
SEGMENTATION OF BUSINESS



The Company’s and subsidiaries’ operations are real estate business. Management considers that the Company and subsidiaries have only one industry segment.  Moreover, in terms of operating locations and market areas, management also determines that the Company and subsidiaries have only one geographical segment since they operate solely in Bangkok and suburb.

30.
AUTHORIZATION FOR ISSUE OF FINANCIAL STATEMENTS 



These financial statements are authorized to issue by the management on November  11, 2005.

