(Unaudited but reviewed)


Sahacogen (Chonburi) Public Company Limited and its subsidiary
Notes to interim financial statements
For the three-month periods ended 31 March 2008 and 2007
1.
General information
1.1
Corporate information

Sahacogen (Chonburi) Public Company Limited (“The Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the production and distribution of electricity and steam and its registered address is No. 636 Moo 11, Sukaphiban 8 Road, Nongkarm, Sriracha, Chonburi.

1.2
Basis for the preparation of interim financial statements


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


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

1.3
Basis of consolidation

These consolidated financial statements include the financial statements of Sahacogen (Chonburi) Public Company Limited and its subsidiary and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2007. There have been no changes in the composition of the Company and its subsidiary during the current period.
1.4
Accounting standards which are effective for the current year


TAS 25 (revised 2007)
Cash Flow Statements


TAS 29 (revised 2007)
Leases


TAS 31 (revised 2007)
Inventories


TAS 33 (revised 2007)
Borrowing Costs


TAS 35 (revised 2007) 
Presentation of Financial Statements


TAS 39 (revised 2007)
Accounting Policies, Changes in Accounting


Estimates and Errors


TAS 41 (revised 2007) 
Interim Financial Reporting


TAS 43 (revised 2007) 
Business Combinations


TAS 49 (revised 2007) 
Construction Contracts


TAS 51
Intangible Assets



These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these accounting standards and believes that they do not have any significant impact on the financial statements for the current period and TAS 43, TAS 49 and TAS 51 are not relevant to the business of the Company.
1.5
Significant accounting policies

The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2007.

2.
Trade accounts receivable 

As at 31 March 2008 and 31 December 2007, the outstanding balances of trade accounts receivable are not yet due.

3.
Related party transactions

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

	
	Consolidated financial statements
	Separate 
financial statements
	Pricing policy

	
	For the three-month periods ended 
31 March
	For the three-month periods ended
31 March
	

	
	2008
	2007
	2008
	2007
	

	Transactions with subsidiary
	
	
	
	
	

	(eliminated from the consolidated financial statements)
	
	
	
	
	

	Sahacogen Green Company Limited
	
	
	
	
	

	Sales of assets
	-
	-
	-
	1.73
	At cost

	Service charges
	-
	-
	1.20
	-
	At cost

	
	
	
	
	
	

	Transactions with related companies
	
	
	
	
	

	Saha Pathana Inter-Holding Public Company Limited
	
	
	
	
	

	Sales of electricity
	224.22
	217.63
	224.22
	217.63
	Electricity rate charged by the Provincial Electricity Authority, deducted by certain discount

	Sales of steam
	74.32
	58.41
	74.32
	58.41
	Contract price

	Fee paid for guarantee of minimum electricity demand
	1.37
	1.37
	1.37
	1.37
	Contract price

	Raw water and waste water treatment costs
	0.61
	0.60
	0.61
	0.60
	Price charged to other customers in the normal course of business 

	Operational Energy Group Limited
	
	
	
	
	

	Operation and service management fees
	17.57
	17.31
	17.57
	17.31
	Contract price

	Machinery lease fees
	20.69
	14.88
	20.69
	14.88
	Contract price

	Sinparadorn Company Limited
	
	
	
	
	

	Land rental expense
	0.43
	0.43
	0.43
	0.43
	Contract price

	Pitakkij Company Limited
	
	
	
	
	

	Construction services
	0.22
	8.77
	-
	-
	Contract price

	PTK Multi Services Company Limited
	
	
	
	
	

	Construction services
	6.19
	-
	-
	-
	Contract price


The balances of the accounts as at 31 March 2008 and 31 December 2007 between the Company and those related companies are as follows:

	(Unit: Baht)

	
	Consolidated
financial statements
	Separate
financial statements

	
	31 March 2008
	31 December 2007
	31 March 2008
	31 December 2007

	Trade accounts receivable - related company
	
	
	
	

	Related company
	
	
	
	

	Saha Pathana Inter-Holding Public Company Limited
	102,869,510
	96,059,933
	102,869,510
	96,059,933

	Total trade accounts receivable - related company
	102,869,510
	96,059,933
	102,869,510
	96,059,933

	
	
	
	
	

	Amount due to related companies
	
	
	
	

	Subsidiary
	
	
	
	

	Sahacogen Green Company Limited
	-
	-
	1,198,983
	-

	
	-
	-
	1,198,983
	-

	
	
	
	
	

	Related companies
	
	
	
	

	Operational Energy Group Limited
	33,102,504
	30,408,076
	33,102,504
	30,408,076

	Saha Pathana Inter-Holding Public Company Limited
	223,329
	218,606
	221,629
	218,606

	Pitakkij Company Limited
	2,088,378
	3,473,081
	-
	-

	PTK Multi Services Company Limited
	596,642
	-
	-
	-

	
	36,010,853
	34,099,763
	33,324,133
	30,626,682

	Total amount due to related companies
	36,010,853
	34,099,763
	34,523,116
	30,626,682


Directors and management’s remuneration

During the three-month period ended 31 March 2008, the Company paid salaries, meeting allowances and gratuities to their directors and management totaling Baht 14.8 million (2007: Baht 13.2 million).
4.
Property, plant and equipment
Movements of the property, plant and equipment account during the three-month period ended 31 March 2008 are summarised below.
	
	
	(Unit: Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	Net book value as at 1 January 2008
	4,089,580,520
	3,922,354,514

	Acquisitions during period - at cost
	18,754,028
	9,738,076

	Disposals during period - net book value at disposal date
	(30,470)
	(30,470)

	Depreciation for period
	(60,268,312)
	(59,437,115)

	Net book value as at 31 March 2008
	4,048,035,766
	3,872,625,005



The Company has mortgaged its all land, power plants and buildings as collateral for credit facilities granted by a commercial bank as stated in Note 6 to the financial statements.

5.
Project cost of energy plant farming
 
A subsidiary of the Company incurred costs of an energy plant farming project, which comprise costs of land improvement, seedlings, and planting, which were incurred before the energy plant can be harvested for use. Such expenditures are recognised as assets at cost and are to be amortized according to the amount of produce utilised.

6.
Long-term loans
	

	(Unit: Baht)

	
	Consolidated / Separate
financial statements

	
	31 March 2008
	31 December 2007

	Long-term loans
	2,657,100,000
	2,657,100,000

	Less: Current portion of long-term loan
	(249,000,000)
	(249,000,000)

	Long-term loans - net of current portion
	2,408,100,000
	2,408,100,000



The loan agreement contains various covenants relating to the maintenance of financial ratios and the payment of dividends.


The loan is secured by the mortgage of all the land, power plants and buildings of the Company.

7.
Corporate income tax
 
The Company has received promotional privileges from the Board of Investment for the production of electricity and steam, pursuant to the promotion certificate No. 1697/2540, 1403(1)/2544 and 1434(2)/2547. Subject to certain imposed condition, the privileges include an exemption from corporate income tax for a period of 8 years from the date the promoted activity commenced generating revenues (17 March 1999, 19 November 2002 and 21 April 2005, respectively).

 
The corporate income tax privileges of the certificate No.1697/2540 was expired on 16 March 2007.

 
Interim corporate income tax was calculated on net income before income tax from the non-BOI activities for the current period, after adding back certain expenses which are disallowable for tax computation purposes, using the estimated effective tax rate for the year.


Its subsidiary has received promotional privileges from the Board of Investment for the production of electricity and steam, pursuant to the promotion certificate No. 1414(9)/2550 issued on 23 April 2007. Subject to certain imposed condition, the privileges include an exemption from corporate income tax for a period of 8 years from the date the promoted activity commenced generating revenues. As at the balance sheet date, the subsidiary has not generated revenues from the promoted activity.

8.
Dividend paid
 
During the three-month periods ended 31 March 2008 and 2007, the Company declared the following dividends for payment to its shareholders.
	
	Approved by
	Total dividends
	Dividend per share

	
	
	Million Baht
	Baht

	Final dividend for 2007
	Annual General Meeting of the shareholders on 28 March 2008
	286.50
	0.30

	
Total dividend paid in 2008
	
	286.50
	0.30

	Final dividend for 2006
	Annual General Meeting of the shareholders on 6 March 2007
	286.50
	0.30

	
Total dividend paid in 2007
	
	286.50
	0.30


9.
Commitments
9.1
Electricity Sales Agreement


On 19 December 1997 the Company entered into an agreement with the Electricity Generating Authority of Thailand (EGAT) to sell electricity in a specified quantity and at a stipulated price as defined in the agreement. The agreement period is 25 years and will expire in April 2024.

9.2
Electricity and Steam Sales Agreements


In 1997, the Company entered into agreements with Saha Pathana Inter-Holding Public Company Limited to sell electricity and steam in a specified quantity and at a stipulated price as defined in the agreements. The agreements period is 15 years and will expire in March 2014.

9.3
Gas Purchase Agreement


Under an agreement with the PTT Public Company Limited (“PTT”), the Company is committed to purchase natural gas from PTT in a specified quantity and at a stipulated price as defined in the agreement for a period of 21 years. The agreement will expire in March 2020, however it contains an option to renew for an additional period of 4 years.

9.4
Operation and Service Management Agreement

 
In 2006, the Company entered into an agreement with Operational Energy Group Limited under which the affiliate will provide management and advisory services for the operation and maintenance of the power plant, which the Company is committed to pay for at prices as determined in the agreement. The agreement expired on 31 December 2011. 

9.5
Raw Water Purchase Agreement


Under an agreement with a private entity, the Company is committed to purchase raw water in a specified quantity and at a stipulated price as defined in the agreement for a period of 25 years. The agreement will expire in March 2024.

9.6
Land Rental Agreement


The Company entered into a land rental agreement with Sinparadorn Company Limited to rent 4,800 square meters of land for 3 years, which was effective from 1 June 2005, at a monthly rental rate of Baht 144,000.


The subsidiary entered into a land rental agreement with Saha Pathana Inter-Holding Public Company Limited to rent 27.55 rais of land for 13 years, which was effective from 1 April 2007 to 31 March 2020 at a monthly rental rate of Baht 434,192. However, the Company requested Saha Pathana Inter-Holding Public Company Limited to waive the rental fee since October 2007.
9.7
Machinery Lease Agreement


The Company entered into a machinery lease agreement with Operational Energy Group Limited under which the affiliate will provide replacement machinery if the Company’s machinery is temporarily out-of-order. Rental is charged at the rates stipulated in the agreement, which expires on 30 June 2016.
9.8
Bank guarantees

 
As at 31 March 2008, there were outstanding bank guarantee of approximately Baht 163 million (31 December 2007: Baht 163 million) issued by a bank on behalf of the Company in respect of certain performance bonds as required under the Power Sales Agreement with the Electricity Generating Authority of Thailand (EGAT). There were also other guarantees issued by a bank on behalf of the Company and its subsidiary totaling Baht 17 million (31 December 2007: Baht 17 million).

9.9
Capital commitments


As at 31 March 2008, the Company and its subsidiary had outstanding capital commitments in respect of purchase and installation of machineries of approximately Baht 16 million (31 December 2007: Baht 19 million).
10.
Financial information by segment

The Company’s operations involve a single business segment in manufacturing and distributing of electricity and steam and are carried on in the single geographic area of Thailand. As a result, all of the revenues, operating profits and assets reflected in these financial statements pertain to the aforementioned business segment and geographic area.

11.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s Board of Directors on 6 May 2008.
