RICHY PLACE 2002 PUBLIC COMPANY LIMITED

CONDENSED NOTES TO INTERIM FINANCIAL STATEMENTS

30 June 2014 (Unaudited but reviewed)
(With comparative information for 31 December 2013 (Audited))
1. Basis for interim financial statements preparation
1.1 Basis for interim financial statements preparation
These interim financial statements are prepared in accordance with Accounting Standards Pronouncement No. 34 (Amended 2012) “Interim financial reporting”, whereby the Company chooses to present condensed interim financial statements. However, additional line items are presented in the financial statements to bring them into the full format similar to the annual financial statements. 
The interim financial statements are prepared to provide information in addition to those included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances to avoid repetition of information previously reported. These interim financial statements should therefore be read in conjunction with the financial statements for the year ended 31 December 2013.

The interim financial statements are officially prepared in Thai language. The translation of these financial statements to other language must be based mainly on the Thai financial report.

1.2 Significant accounting policies

These interim financial statements have been prepared by using the same accounting policies and methods of computation as were used in the preparation of the financial statements for the year ended 31 December 2013.

The Federation of Accounting Professions has announced the new accounting standards and amendments to some Thai accounting standards and Thai financial reporting standards, and standard interpretations      which are effective for the preparation of financial statements with accounting periods beginning on or after January 2014. The Company’s management has determined that those standards do not have material effect to the Company’s financial statements.

1.3 Estimates and judgement

In the preparation of interim financial statements, management uses judgments, estimates and assumptions for the recognition and measurement of assets, liabilities, income and expenses. The actual results may differ from the judgments, estimates and assumptions made by management. 

The judgments, estimates and assumptions applied in the interim financial statements, including the key sources of information involving the uncertainty of the estimate, are the same as those applied in the preparation of annual financial statements for the year ended 31 December 2013.

2. Costs of property development FOR SALES - NET
	
	 Baht

	
	30 June 2014
	
	31 December 2013

	
	
	
	

	Land
	1,172,830,762
	
	1,172,830,763

	Costs of construction
	2,383,682,430
	
	1,933,441,196

	Utilities installation
	14,191,437
	
	9,318,315

	Capitalized borrowing costs
	110,444,136
	
	82,535,138

	Total
	3,681,148,765
	
	3,198,125,411

	Less Accumulated amounts transferred to costs of sales
	(1,871,820,336)
	
	(1,747,721,343)

	Net
	1,809,328,429
	
	1,450,404,068


As at 30 June 2014 and 31 December 2013, the above land and constructions have been mortgaged as collaterals for credit facilities granted by banks as discussed in Note 8.

During the period ended 30 June 2014, the Company capitalized interest amounting to Baht 27.91 million to the costs of property development. The capitalization rates of interest are based on the borrowing costs as discussed in Note 8.

Changes in costs of property development during the period ended 30 June 2014 are as follows :
	
	Baht

	
	

	Balance as at 1 January 2014
	1,450,404,068

	Add Costs of construction
	483,023,354

	Less Costs of sales
	(124,098,993)

	Balance as at 30 June 2014
	1,809,328,429


3. DEPOSITS FOR LAND PURCHASES

Deposits for land purchases amounting to Baht 72.84 million represent amount paid for purchase of land for construction of the condominium. The ownership of land will be transferred to the Company in August 2014 upon the full payment for the cost.

4. restricted deposits with bankS

The Company fixed deposits with local bank totaling Baht 5 million are restricted for usage as they have been  pledged as collaterals for bank overdraft.

5. EQUIPMENT – NET

	
	 Baht

	
	

	Net book value as at 1 January 2014
	11,112,326

	Acquisitions during the period
	5,362,483

	Depreciation for the period
	(3,854,998)

	Net book value as at 30 June 2014
	12,619,811


6. INTANGIBLE ASSET – NET

	
	 Baht

	
	

	Net book value as at 1 January 2014
	1,013,674

	Amortisation for the period
	(238,942)

	Net book value as at 30 June 2014
	774,732


7. BANK OVERDRAFT

As at 30 June 2014, the Company has bank overdraft facility with a bank for Baht 2.17 million. This bears interest at the rate MOR per annum and is used as working capital.

8. LONG – TERM LOANS FROM FINANCIAL INSTITUTIONS – NET
As at 30 June 2014 and 31 December 2013, the Company has long - term loans from financial institutions as follow:
	
	 Baht

	
	30 June 2014
	
	31 December 2013

	
	
	
	

	Long - term loans from financial institutions
	1,086,774,620
	
	588,052,644

	Less Current portion 
	(780,563,925)
	
	(463,702,862)

	Net
	306,210,695
	
	124,349,782


Movements in the long - term loans during the period are as follow:

	
	 Baht

	
	

	Beginning balance as at 1 January 2014
	588,052,644

	Add Additional borrowings
	608,154,400

	Less Repayments
	(109,432,424)

	Ending Balance as at 30 June 2014
	1,086,774,620


As at 30 June 2014 and 31 December 2013, the Company had unused credit facilities for long - term loans from financial institutions as follows:

	
	
	
	Million Baht

	Credit facilities
	Interest rate
	Repayment
	30 Jun 2014
	31 Dec 2013

	
	
	
	
	

	* Baht 534.61 million

(For Construction and    Land purchase)
	MLR +  0.75% PA
	The principal is repayable within 72 months from the signing date of the agreement (11 April  2012) 
	135
	190

	
	
	
	
	

	* Baht 922 million

(For Construction and  Land purchase)
	MLR + 0.75% PA
	The principal is repayable within 72 months from the signing date of the agreement  (20 March  2013) 
	190
	540

	
	
	
	
	

	* Baht 261.5 million

(For Equipment installment)
	Fee rate  2.5%PA
	The principal is repayable within 31 months from the signing date of the agreement (21 May 2013) 
	179
	186

	
	
	
	
	

	* Baht 708.29 million


	MLR + 0.75% PA
	The principal is repayable within 72 months from the signing date of the agreement (15 November 2013)
	577
	705


All the Company’s land for each project has been mortgaged as collaterals for loans with the guarantee of the Company’s director.
9. TRANSACTIONS WITH RELATED PARTIES 

The Company has some significant accounting transactions with its related parties which basis for execution of the transactions might be different from the basis used for transactions with unrelated parties.

Type of Relationship
	 Related Parties
	
	Relationship

	
	
	

	Ms. Apa Ataboonwong
	
	Managing director and shareholder

	Lt.Gen. Mrs. Samang Thongpan
	
	Chairman of Audit Committee

	Ms. Sunee Satatinun
	
	Director and shareholder

	Mr. Somsak Ataboonwong
	
	Director and shareholder

	Mrs. Nongluk Wanathumpong
	
	Director and Shareholder

	Assoc.Prof. Suthat Ratanakuakangwan
	
	Director

	Mrs. Supamart Pinsumang
	
	Shareholder

	Mrs. Worapha Molarrak
	
	Shareholder

	Mrs. Kultamas Nitcharoj
	
	Shareholder

	Mrs. Nion Munipirakul
	
	Shareholder

	Ms. Pornrapat Aksornwanich
	
	Shareholder

	Ms. Jarinee Krongyungyuan
	
	Shareholder

	Mr. Pichai Ataboonwong
	
	Shareholder

	Mr. Werapol Ataboonwong
	
	Shareholder

	Ms. Somporn Mewerasom
	
	Shareholder

	Mrs. Pimwanree Preansathaporn
	
	Relative audit committee

	Dr. Thanyanon Ratanakuakangwan
	
	Relative director

	Ms. Sathinee Ataboonwong
	
	Relative shareholder

	Mrs. Saranthon Srisoontorn
	
	Management

	Ataboon Asset Co., Ltd.
	
	A related company with joint director

	KCS and Associate Co., Ltd.
	
	A related company with joint director


Significant transactions with related parties for the three-month and six-month periods ended 30 June 2014 and 2013 are as follows :
	
	
	
	
	9.1.1.1 Thousand Baht

	
	
	
	
	For the three-month periods ended 
30 June

	Transactions with related parties
	
	Pricing policy
	
	2014
	
	2013

	
	
	
	
	
	
	

	Revenues from sale of property
	
	Market price
	
	              -
	
	17,868

	Office rental expense
	
	Baht 51,206 – 75,834 per month
	
	227
	
	151

	Common charge
	
	Baht 37,566 – 60,857 per month
	
	183
	
	114

	Project management expense
	
	Mutually agreed rate
	
	1,717
	
	              -

	
	
	
	
	
	
	

	Management benefits
	
	
	
	
	
	

	     Current employment benefits
	
	
	
	672
	
	642

	     Post-employment benefits
	
	
	
	67
	
	60

	Total
	
	
	
	739
	
	702


	
	
	
	
	9.1.1.2 Thousand Baht

	
	
	
	
	For the six-month periods ended 
30 June

	Transactions with related parties
	
	Pricing policy
	
	2014
	
	2013

	
	
	
	
	
	
	

	Revenues from sale of property
	
	Market price
	
	                -
	
	17,868

	Office rental expense
	
	Baht 51,206 – 75,834 per month
	
	406
	
	300

	Common charge
	
	Baht 37,566 – 60,857 per month
	
	318
	
	230

	Project management expense
	
	Mutually agreed
	
	3,434
	
	                -

	Interest expense
	
	Mutually agreed rate
	
	                -
	
	402

	
	
	
	
	
	
	

	Management benefits
	
	
	
	
	
	

	     Current employment benefits
	
	
	
	1,334
	
	2,699

	     Post-employment benefits
	
	
	
	134
	
	120

	Total
	
	
	
	1,468
	
	2,819


On 1 March 2014, the Company entered into office rental and service agreements with a related company for 3 years from 1 March 2014 to 28 February 2017 with monthly rental and services fee as specified in the agreement.

Significant balances with related parties as at 30 June 2014 and 31 December 2013 are as follows:
	
	 Baht

	
	30 June 2014
	
	31 December 2013

	Advances received from customers
	
	
	

	Mrs. Supamart Pinsumang
	942,500
	
	693,300

	Ms. Pimwanree Preansathaporn
	1,187,280
	
	587,280

	Mrs. Nion Munipirakul
	610,300
	
	406,100

	Mr. Werapol Ataboonwong
	556,800
	
	324,000

	Ms. Pornrapat Aksornwanich
	305,100
	
	173,100

	Mrs. Kultamas Nitcharoj
	342,500
	
	173,100

	Assoc.Prof. Suthat Ratanakuakangwan
	278,800
	
	188,200

	Mrs. Nongluk Wanathumpong
	229,500
	
	162,200

	Ms. Jarinee Krongyungyuan
	214,500
	
	152,000

	Ms. Sunee Satatinun
	207,600
	
	152,000

	Ms. Sathinee Ataboonwong
	210,600
	
	152,000

	Mrs. Saranthon Srisoontorn
	193,600
	
	132,200

	Mrs. Worapha Molaarak
	101,240
	
	               -

	Ms. Somporn Mewerasom
	83,600
	
	               -

	Dr. Thanyanon Ratanakuakangwan
	82,100
	
	               -

	Mr. Pichai Ataboonwong
	               -
	
	297,750

	Total
	5,545,920
	
	3,593,030


10. EMPLOYEE BENEFITS OBLIGATION

	
	Baht

	
	

	Balance as at 1 January 2014
	2,531,047

	     Current service cost
	278,100

	     Financial cost
	71,315

	Balance as at 30 June 2014
	2,880,462


11. DEFERRED INCOME TAX

Deferred tax asset as at 30 June 2014 and 31 December 2013 are as follows :

	
	Baht

	
	30 June 2014
	31 December 2013

	
	
	

	Deferred income tax asset
	15,694,253
	11,930,140


The movements in deferred tax asset are as follows :

	
	 Baht

	
	
	Recognised as income (expense)
	

	
	1 January        2014
	Statement of income
	Shareholders’ equity
	30 June         2014

	Deferred income tax asset: 
	
	
	
	

	 From costs of property development for sale and advances received         from customers
	11,423,930
	3,694,231
	  -
	15,118,161

	   From employee benefits obligation
	506,210
	69,882
	  -
	576,092

	Total
	11,930,140
	3,764,113
	  -
	15,694,253


Income tax recognized in the statement of income for the three-month and six-month periods ended 30 June 2014 and 2013 are as follows:

	
	
	 Baht

	
	
	For the three-month periods ended 

31 June

	
	
	2014
	
	2013

	
	
	
	
	

	Current income tax
	
	5,654,463
	
	12,731,878

	Deferred tax from temporary differences
	
	(3,061,910)
	
	1,393,768

	Total
	
	2,592,553
	
	14,125,646


	
	
	 Baht

	
	
	For the six-month periods ended 

31 June

	
	
	2014
	
	2013

	
	
	
	
	

	Current income tax
	
	8,176,806
	
	26,941,174

	Deferred tax from temporary differences
	
	(3,764,113)
	
	1,517,478

	Total
	
	4,412,693
	
	28,458,652


12. EXPENSES BY NATURE

	
	Baht

	
	For the three-month periods ended 
30 June

	
	2014
	
	2013

	
	
	
	

	Construction costs
	242,362,136
	
	218,402,640

	Changes in costs of property development
	(183,655,187)
	
	(1,581,711)

	Salaries, wages and other employee benefits
	6,927,682
	
	4,776,816

	Sale promotion expenses
	4,940,608
	
	5,623,005

	Specific business tax
	2,836,483
	
	11,268,754

	Depreciation and amortization
	2,150,229
	
	296,925

	Other taxes and duties
	1,765,906
	
	3,263,400

	Rental expense
	410,071
	
	265,170

	Office expenses
	162,854
	
	81,436

	
	

	
	Baht

	
	For the six-month periods ended 
30 June

	
	2014
	
	2013

	
	
	
	

	Construction costs
	483,023,354
	
	406,941,277

	Changes in costs of property development
	(358,924,361)
	
	(12,183,181)

	Salaries, wages and other employee benefits
	13,763,654
	
	9,297,239

	Sale promotion expenses
	11,818,488
	
	11,929,802

	Specific business tax
	6,020,137
	
	20,112,963

	Depreciation and amortization
	4,093,940
	
	597,279

	Other taxes and duties
	3,037,197
	
	6,180,513

	Rental expense
	724,998
	
	530,341

	Office expenses
	294,441
	
	150,166


13. FINANCIAL INSTRUMENT

13.1 Interest rates risk

Interest rate risk is the risk that interest rates may change in the future which will affect the results of operations and cash flows. The Company has assets and liabilities with interest rate risk as follows :

	
	Amount (Baht)
	Interest Rate (%)

	
	30 June           2014
	31 December 2013
	30 June           2014
	31 December 2013

	
	
	
	
	

	Long - term loans from financial institution
	1,086,774,620
	588,052,644
	7.25 – 8.25
	7.25 - 8.25


14. SEGMENTAL REPORTING
The Company has only a single business segment in property development and carries on business in the single geographic area in Thailand. Accordingly, it does not classify its financial statements into segments.

15. COMMITMENTS

15.1 As at 30 June 2014, the Company has commitments as follow:

	
	
	Million Baht

	
	
	Contract Amount
	
	Payment
	
	Outstanding

	
	
	
	
	
	
	

	Land purchase agreements
	
	476.12
	
	72.84
	
	403.28

	Construction agreement
	
	1,302.57
	
	768.41
	
	534.16


15.2 The Company has commitments for payment of operating lease as at 30 June 2014 as follow:

	
	Thousand Baht

	Within
	

	1 year
	820

	Over 1 year
	2,537

	Total
	3,357


15.3 The Company has commitment to list its shares for trading in the Stock Exchange of Thailand by Initial Public Offering (IPO). Under the agreement, the Company has to pay the service fees as follow:

A. Consultant fee of Baht 0.28 million by quarterly payment of Baht 0.07 million after the listing in the Stock Exchange of Thailand. 

B. Underwriting fee at 2.25 percent – 2.75 percent of the value guaranteed for distribution.

16. BANK GUARANTEE

As at 30 June 2014 and 31 December 2013, the Company has commitment for letter of guarantee issued by bank for utilities usage amounting to Baht 21.24 million. These are collateralized by the mortgage of property and constructions thereon as discussed in Note 2.
17. LITIGATION

During 2007, the Company was sued to be the Co-defendant with three others to pay the damage totaling Baht 43.75 million. On 29 April 2011, the Court of First Instance ordered the Company to pay for damages amounting to Baht 1 million with interest rate at 7.5% per annum from 29 November 2008 up to the payment date. On 6 September 2012, the Appeal Court ordered the Company to place collateral for the amount that would pay according to the judgment of the Court of First Instance plus additional interest for next 2 years from order date which Deves Insurance Co., Ltd who pledged the guarantee. The Company believes that there is no any damage from such case since the Co-defendant No.1 provided the indemnity letter to the plaintiff instead on behalf of the Company on 1 April 2011.

On 8 October 2013, the Court of Appeal judged the Company and Co-defendant No.2 to pay Baht 2,000,000 to the plaintiff and the Co-defendant No.3 to jointly pay Baht 900,000. The petition of this case is in the process of filing with the Supreme Court. The Company believes that there is no any damage from such case because the Company can reimburse any damages from Co-defendant No. 2 in accordance with construction agreement. 

18. OTHERS
During the period, the Company has sales of condominium units to agent amounting to Baht 18 million for which fully payments were received but the ownership of the units have not yet been transferred. However, the agent is ineligible for cancelling the purchases under the terms of the sale agreements.

19. EVENT AFTER THE REPORTING PERIOD

On 24 July 2014, the Company terminated the hiring of its financial advisor and re-appointed a new financial advisor to underwrite and guarantee the distribution of shares for initial public offering.  The Company agreed to pay for penalty of Baht 7.50 million of which Baht 3.75 million will be absorbed by the new financial advisor.     The Securities and Exchange Commission approved the trading of the Company’s shares at the stock exchange of Thailand on 7 August 2014 onward.
20. APPROVAL OF THE FINANCIAL STATEMENTS 

These financial statements have been approved by the Company’s Board of Directors on 13 August 2014.
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