(Unaudited but reviewed)


Lanna Resources Public Company Limited and its subsidiaries
Notes to interim financial statements
For the three-month and six-month periods ended 30 June 2012 and 2011
1.
General information
1.1
Corporate information

Lanna Resources Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand.  Its major shareholder is Siam City Cement Public Company Limited, which was incorporated in Thailand. The Company is principally engaged in the manufacture and distribution of coal.  The registered office of the Company is at 888/99 Ploenchit Road, Lumpini, Pathumwan, Bangkok.

1.2
Bases for the preparation of interim financial statements
These interim financial statements are prepared in accordance with Accounting Standard No. 34 (revised 2009) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, income statement, comprehensive income, changes in shareholders' equity, and cash flows in the same format as that used for the annual financial statements.

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

The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.

1.3
Basis of consolidation

These interim consolidated financial statements included the financial statements of Lanna Resources Public Company Limited and its subsidiaries (“the Group”) and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2011. There have been no significant changes in the composition of the Group during the current period, except for the return on investment from a subsidiary and disposal of some ordinary shares of another subsidiary as discussed in Note 6.
1.4
New accounting standard issued during the period not yet effective


During the current period, the Federation of Accounting Professions issued the Thai Financial Reporting Standard No. 8 Operating Segments which is effective for fiscal years beginning on or after 1 January 2013.


The Company’s management believes that the above TFRS will not have any significant impact on the financial statements for the year when it is initially applied.

2.
Related party transactions
During the periods, the Company and its subsidiaries had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and its subsidiaries and those related parties.

	
	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June

	
	Consolidated             financial statements
	Separate                  financial statements

	
	2012
	2011
	2012
	2011

	Transactions with subsidiaries
	
	
	
	

	(eliminated from the consolidated financial statements)
	
	
	
	

	Purchase of coal
	-
	-
	-
	219,537

	Dividend income
	-
	-
	174,256
	264,829

	Commission and marketing service income
	-
	-
	37,733
	27,220

	Service income
	-
	-
	10,234
	8,083

	Interest income
	-
	-
	395
	736

	Transactions with major shareholder
	
	
	
	

	Sales of coal
	274,157
	287,951
	274,157
	287,951

	Transactions with associated company
	
	
	
	

	Purchase of coal
	388,395
	38,408
	388,395
	38,408

	Freight charge
	64,311
	-
	64,311
	-

	Dividend income 
	7,686
	-
	7,686
	-


	
	
	(Unit: Thousand Baht)

	
	For the six-month periods ended 30 June

	
	Consolidated             financial statements
	Separate                  financial statements

	
	2012
	2011
	2012
	2011

	Transactions with subsidiaries
	
	
	
	

	(eliminated from the consolidated financial statements)
	
	
	
	

	Purchase of coal
	-
	-
	-
	466,279

	Dividend income
	-
	-
	335,370
	399,276

	Commission and marketing service income
	-
	-
	61,737
	54,799

	Service income
	-
	-
	17,610
	16,650

	Interest income
	-
	-
	798
	2,102

	Transactions with major shareholder
	
	
	
	

	Sales of coal
	531,454
	526,174
	531,454
	526,174

	Transactions with associated company
	
	
	
	

	Purchase of coal
	649,055
	72,878
	649,055
	72,878

	Freight charge
	94,736
	5,763
	94,736
	5,763

	Dividend income 
	7,686
	-
	7,686
	-


	
	Transfer pricing policy

	Sales of coal
	Market price at which equivalent quality coal is sold to the same industry

	Purchase of coal
	Market price for equivalent quality coal

	Commission and marketing service income
	At the price agreed between the parties which is general price for the same business

	Service income
	At the agreed price as stipulated in the agreement

	Dividend income
	At the declared rate

	Interest income
	LIBOR + 3% per annum 

	Freight charge
	Price comparable to freight charges paid to third parties


As at 30 June 2012 and 31 December 2011, the balances of the accounts between the Company and those related parties are as follows:
(Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                              financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2012
	2011
	2012
	2011

	Trade and other receivables - related parties  (Note 4)
	
	
	

	Major shareholder
	135,872
	66,025
	135,872
	66,025

	Subsidiaries
	-
	-
	26,198
	19,412

	Total trade and other receivables - related parties
	135,872
	66,025
	162,070
	85,437

	Advance payments for goods - related party
	
	
	
	

	Associated company
	-
	87,030
	-
	87,030

	Total advance payment for goods - related party
	-
	87,030
	-
	87,030

	Long-term loans to related party
	
	
	
	

	Subsidiary 
	-
	-
	45,001
	45,001

	Total long-term loans to related party
	-
	-
	45,001
	45,001

	Trade and other payables - related parties (Note 11)
	
	
	
	

	Subsidiary
	-
	-
	-
	205,590

	Associated company 
	4,058
	800
	4,058
	800

	Total trade and other payables - related parties 
	4,058
	800
	4,058
	206,390


The long-term loans to related party represent loans granted to PT. Lanna Mining Services. The loans are unsecured, with a term not exceeding 3 years and interest rate at LIBOR + 3% per annum.  There was no movement in such loans during the period.
Directors and management’s benefits

During the three-month and six-month periods ended 30 June 2012 and 2011, the Company and its subsidiaries had employee benefit expenses payable to their directors and management as below.

	(Unit: Million Baht)

	
	For the three-month periods ended 30 June

	
	Consolidated                   financial statements
	Separate                         financial statements

	
	2012
	2011
	2012
	2011

	Short-term employee benefits
	48
	44
	19
	16

	Post-employment benefits
	6
	2
	-
	-

	Total
	54
	46
	19
	16


	 (Unit: Million Baht)

	
	For the six-month periods ended 30 June

	
	Consolidated                   financial statements
	Separate                         financial statements

	
	2012
	2011
	2012
	2011

	Short-term employee benefits
	78
	71
	29
	26

	Post-employment benefits
	8
	5
	1
	1

	Total
	86
	76
	30
	27


3.
Cash and cash equivalents

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2012
	2011
	2012
	2011

	Cash
	212
	236 
	40
	40

	Bank deposits 
	1,014,272
	984,696
	145,344
	102,800

	Investments in bill of exchange and bond of the Bank of Thailand
	163,430
	279,000
	150,000
	279,000

	Total
	1,177,914
	1,263,932
	295,384
	381,840

	Less: Restricted bank deposits
	(44,574)
	(51,541)
	-
	-

	Total
	1,133,340
	1,212,391
	295,384
	381,840



As at 30 June 2012, bank deposits in savings account and fixed deposits carried interests between 0.1 and 6.5 percent per annum (31 December 2011: between 0.05 and 6.5 percent per annum).


As at 30 June 2012, the oversea subsidiary companies had restricted bank deposits of approximately Baht 45 million (31 December 2011: Baht 52 million) to secure bank guarantees issued by banks on behalf of the subsidiary companies as discussed in Note 17.5.
4.
Trade and other receivables
 (Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2012
	2011
	2012
	2011

	Trade receivables - related parties
	
	
	

	Age on the basis of due dates 
	
	
	
	

	Not yet due
	135,872
	66,025
	155,088
	80,269

	Total trade receivables - related parties
	135,872
	66,025
	155,088
	80,269

	Trade receivables - unrelated parties
	
	
	

	Age on the basis of due dates 
	
	
	
	

	Not yet due
	835,334
	1,122,975
	96,736
	112,529

	Past due
	
	
	
	

	
Up to 3 months
	11,173
	-
	-
	-

	Total trade receivable - unrelated parties 
	846,507
	1,122,975
	96,736
	112,529

	Total trade receivables 
	982,379
	1,189,000
	251,824
	192,798

	Other receivables 
	
	
	
	

	Other receivables - related parties 
	-
	-
	6,982
	5,168

	Other receivables - unrelated parties 
	11,413
	7,741
	1
	983

	Advances 
	1,488
	632
	1,488
	632

	Interest receivable 
	332
	562
	85
	248

	Total other receivables
	13,233
	8,935
	8,556
	7,031

	Total trade and other receivables  
	995,612
	1,197,935
	260,380
	199,829


5.
Reduction of inventory to net realisable value
Movements in the reduction of inventory to net realisable value during the six-month period ended 30 June 2012 are summarised below.

(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate            financial statements

	Balance as at 31 December 2011
	6,136
	-

	Add: 
Reversal of reduction of inventory value during the period
	(3,590)
	-

	Balance as at 30 June 2012
	2,546
	-


6.
Investments in subsidiaries

Details of investments in subsidiaries as presented in the separate financial statements are as follows:

	
	
	
	
	
	
	(Unit: Thousand Baht)

	Company’s name
	Nature of business
	Relationship
	Paid-up capital
	Shareholding percentage 
	Cost
	Dividend received for the         six-month periods ended

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

	
	
	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	
	
	
	
	
	(%)
	(%)
	
	
	
	

	PT. Lanna Mining Services (Incorporated in Indonesia)
	Coal  distribution
	Direct holding and common directors
	USD 2.1 million
	USD 2.1 million
	99.95
	99.995
	70,889
	70,919
	-
	-

	Thai Agro Energy Public Co., Ltd.
	Ethanol production and distribution
	Direct holding and common directors
	Baht 800 million
	Baht 800 million
	75.75
	75.75
	606,038
	606,038
	-
	-

	PT. Singlurus Pratama                        (Incorporated in Indonesia)
	Coal production and distribution
	Direct holding and common directors
	Rp 7,950 million
	Rp 7,950 million
	65.00
	65.00
	18,626
	18,626
	161,114
	158,803

	PT. Lanna Harita Indonesia (Incorporated in Indonesia)
	Coal production and distribution
	Direct holding and common directors
	USD 8 million
	USD 8 million
	55.00
	55.00
	155,023
	155,023
	139,380
	240,473

	PT. Citra Harita Mineral                      (Incorporated in Indonesia)
	Service in coal production and port and jetty service
	Direct holding and common directors
	Rp 1,000 million
	Rp 1,000 million
	55.00
	55.00
	2,187


	2,187
	34,876
	-

	Lanna (Singapore) Pte. Ltd. (Incorporated in Singapore)
	Investment in foreign projects
	Direct holding and common directors
	-
	SGD 9 million
	-
	100.00
	-
	215,796
	-
	-

	Total 
	
	
	
	
	
	
	852,763
	1,068,589
	335,370
	399,276


Oversea subsidiaries
Lanna (Singapore) Pte. Ltd.

On 21 June 2010, the meeting of the Board of Directors of the Company passed a resolution approving the dissolution and liquidation of Lanna (Singapore) Pte. Ltd. 

In March 2012, the Company received its return on investment of Baht 221.4 million from Lanna (Singapore) Pte. Ltd. and recognised gain from return on investment of Baht 5.6 million in the income statement for the six-month period ended 30 June 2012. 
On 28 June 2012, Lanna (Singapore) Pte. Ltd. had completed its liquidation and had submitted the related documents to the Regulatory Authority on 4 July 2012. The dissolution takes about 3 months after submitting the documents.
PT. Lanna Mining Services

On 20 June 2011, the meeting of the Company’s Board of Directors passed a resolution to sell 9 ordinary shares of PT. Lanna Mining Services to United Bulk Shipping Pte. Ltd., an associated company, at USD 219.81 per share, totalling USD 1,978 or equivalent to Baht 0.06 million.  As a result, the shareholding percentage of the Company in that subsidiary decreased from 99.995 percent to 99.95 percent. This is to comply with the regulation of the Board of Investment of Indonesia, which stipulates that a shareholder in PT. Lanna Mining Services must hold shares worth a minimum of USD 1,000.

In January 2012, the Company already sold such ordinary shares of the subsidiary to United Bulk Shipping Pte. Ltd.

PT. Citra Harita Mineral

On 17 April 2012, the meeting of Board of Directors passed a resolution approving the dissolution and liquidation of PT. Citra Harita Mineral, which is a subsidiary incorporated in Indonesia. The dissolution and liquidation of this subsidiary is expected to be completed within 2013.

7.
Investment in associated company
  (Unit: Thousand Baht)

	
	
	
	
	
	
	
	Consolidated               financial statements
	Separate financial statements

	Company
	Nature of business
	Relationship
	Paid-up capital
	Shareholding 

percentage
	Carrying amounts     based on equity method
	Cost
	Dividend received for the six-month periods ended  

	
	
	
	30 

June              
	31           December
	30 

June              
	31           December
	30 

June              
	31           December
	30 

June              
	31           December
	30              June
	30              June

	
	
	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	
	
	
	
	
	(%)


	(%)


	
	
	
	
	
	

	United Bulk Shipping        Pte. Ltd. (Incorporated     in Singapore)
	Shipping business and coal distribution
	Direct holding
	SGD 0.1 million
	SGD 0.1 million
	49
	49
	23,658
	23,715
	891
	891
	7,686
	-

	Total 
	
	
	
	
	
	
	23,658
	23,715
	891
	891
	7,686
	-


Share of profit from United Bulk Shipping Pte. Ltd. for the three-month and six-month periods ended 30 June 2012 of approximately Baht 4.2 million and Baht 7.6 million, respectively (2011: Baht 1.6 million and Baht 2.1 million, respectively) had been calculated from the financial statements prepared by the management of the associated company and not being reviewed by its auditor.

The Company’s management believes that the management accounts of the associated company would not be significantly different from the accounts reviewed by its auditor.

8.
Property, plant and equipment
Movements in the property, plant and equipment account for the six-month period ended 30 June 2012 are summarised below.
(Unit: Thousand Baht)
	
	Consolidated
	Separate

	
	financial
	financial

	
	statements
	statements

	Net book value as at 31 December 2011
	2,716,091
	214,934

	Acquisitions during the period - cost 
	164,953
	1,591

	Disposals and write-off during the period -                         net book value on disposal/write-off date
	(958)
	(16)

	Transfer to intangible assets
	(1,100)
	-

	Cash received from government grants
	(5,000)
	-

	Depreciation for the period
	(63,412)
	(8,537)

	Translation adjustments
	1,335
	-

	Net book value as at 30 June 2012
	2,811,909
	207,972


A subsidiary has mortgaged part of its land and construction thereon with net book value as at 30 June 2012 amounting to approximately Baht 9.2 million as collateral for short-term and long-term loans and credit facilities granted by a commercial bank as discussed in Note 10 and 12.  Later, in July and August 2012, the subsidiary has mortgaged part of its land and construction thereon and machinery of the second ethanol production plant with net book value amounting to approximately Baht 50.3 million and Baht 846.2 million, respectively, as additional collateral for these loans.
A subsidiary had capitalised interest expenses as part of costs of machinery and equipment under installation with the capitalisation rate as follows:
	
	For the three-month periods ended 30 June
	For the six-month periods ended 30 June

	
	2012
	2011
	2012
	2011

	Interest expenses capitalised as costs of machinery and equipment under installation (Thousand Baht)
	-
	6,683
	9,639
	14,678

	Capitalisation rate              (percent per annum)
	-
	2.98
	4.31
	3.38


During the period, a subsidiary received the remaining subsidy of Baht 5 million from the Energy Conservation Promotion Fund under "Biogas Technology for Industry Project". The subsidiary is required to comply with the terms under the agreement.

9.
Other non-current assets

Other non-current assets consist of the following items, which are shown net of relevant accumulated amortisation.
(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2012
	2011
	2012
	2011

	Deferred expenses - Indonesia coal mine project
	341,042
	298,394
	-
	-

	Deferred overburden removal expenses
	17,357
	19,210
	-
	-

	Advance payment from purchases of fixed assets 
	66,905
	59,747
	-
	-

	Deferred transferred service fees according to contract
	85,799
	91,775
	85,799
	91,775

	Others
	13,602
	5,996
	9,046
	3,384

	Total other non-current assets
	524,705
	475,122
	94,845
	95,159



Agreement of transferring service fees provided by PT. Indocoal Pratama Jaya 
On 6 March 2008, the Company and PT. Indocoal Pratama Jaya (“IPJ”) entered into agreement of transferring service fees for service provided to the concession area of PT. Singlurus Pratama (“SGP”) for the first 15 million tons of coal produced and distributed at a price of USD 0.75 per ton, in accordance with the Service Agreement, which stipulate that IPJ is to receive a fee of USD 0.75 per ton of coal produced and distributed from SGP.
IPJ has an agreement with a creditor who provided it with financial support, whereby IPJ agreed to pay the creditor the fees it receives at a rate of USD 0.75 per ton for the first 15 million tons of coal produced and distributed from the SGP concession.

That creditor agreed to transfer such fees to the Company at a negotiated price of USD 3.75 million, or equivalent to Baht 118.3 million, with the Company making a lump sum payment.  Such fees will be amortised according to the quantity of coal sold from SGP and the Company had already started amortising the fee since July 2009.

10.
Short-term loans from financial institutions

As at 30 June 2012, a subsidiary had short-term loans from financial institutions in the form of promissory notes which are repayable within 3 months. The loans bear interest at the rate of 3.80 - 5.05 percent per annum. The loan amounting to Baht 150 million is secured by the mortgage of part of the subsidiary’s land and construction thereon as discussed in Note 8.
11.
Trade and other payables 
(Unit: Thousand Baht)
	
	Consolidated                       financial statements
	Separate                             financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2012
	2011
	2012
	2011

	Trade payables - related parties  
	4,058
	800
	4,058
	800

	Trade payables - unrelated parties   
	575,831
	341,398
	56,433
	21,053

	Other payables - related parties  
	-
	-
	-
	205,590

	Other payables - unrelated parties  
	18,749
	15,519
	1,986
	2,329

	Payables for purchases of plant, equipment  and intangible assets
	4,281
	10,781
	205
	590

	Retention payable
	14,120
	9,088
	9
	38

	Total trade and other payables 
	617,039
	377,586
	62,691
	230,400


12.
Long-term loan from financial institution


Movements in the long-term loan from financial institution for the six-month period ended 30 June 2012 are summarised below. 
 (Unit: Thousand Baht)

	
	Consolidated      financial         statements
	Separate          financial          statements

	Balance as at 31 December 2011
	900,000
	-

	Less: Repayment during the period
	(90,000)
	-

	Balance as at 30 June 2012
	810,000
	-

	Less: Current portion
	(180,000)
	-

	Long-term loan from financial institution - net
	630,000
	-


On 16 September 2009, a subsidiary entered into a loan agreement with a local bank, obtaining loan facilities of Baht 900 million for the construction of the second ethanol production plant and the purchase of machinery for this plant. The loan initially carries interest at a fixed rate of 3.8 percent per annum for the first 2 years, and THBFIX reference rate plus 2.1 percent per annum during the third to the seventh year.  The loan is repayable within 7 years with grace period of 30 months and then to be repaid in 10 semi-annual installments of Baht 90 million each from March 2012 to October 2016. The loan is secured by the mortgage of part of the subsidiary’s land and construction thereon as discussed in Note 8.

The loan agreement contains covenants that, among other things, requires the subsidiary to maintain certain financial ratios according to the agreement such as debt to equity and debt service coverage ratios.

On 19 October 2011, the Company, as a major shareholder of the subsidiary, sent a letter to the bank to notify its intention to provide attributable financial support on the subsidiary’s debt obligations in case the subsidiary is unable to maintain the financial ratios as stipulated in the loan agreement.

On 15 February 2012, the bank has reduced the interest rate during March to December 2012 from THBFIX reference rate plus 2.1 percent per annum to THBFIX reference rate plus 1.85 percent per annum, and has requested the subsidiary to increase the collateral by mortgaging land of approximately Baht 50 million.

As at 30 June 2012, the subsidiary could not maintain certain financial ratio as specified in the loan agreement, which empowered the bank to immediately call for loan settlement. However, the subsidiary had negotiated with the bank, and had obtained a waiver letter for the condition to maintain certain financial ratios for the six-month period ended 30 June 2012 from that bank on 29 June 2012.

13.
Earnings per share

Basic earnings per share is calculated by dividing profit for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.

	
	For the three-month periods ended 30 June

	
	Consolidated                     financial statements
	Separate                         financial statements

	
	2012
	2011
	2012
	2011

	Profit for the period (Thousand Baht)
	344,637
	298,483
	193,879
	231,516

	Weighted average number of   ordinary shares (Thousand shares)
	350,000
	350,000
	350,000
	350,000

	Basic earnings per share (Baht)
	0.98
	0.85
	0.55
	0.66


	
	For the six-month periods ended 30 June

	
	Consolidated                     financial statements
	Separate                         financial statements

	
	2012
	2011
	2012
	2011

	Profit for the period (Thousand Baht)
	616,483
	591,842
	374,687
	372,608

	Weighted average number of ordinary shares (Thousand shares)
	350,000
	350,000
	350,000
	350,000

	Basic earnings per share (Baht)
	1.76
	1.69
	1.07
	1.06


14.
Dividend paid
Dividends paid by the Group during the six-month periods ended 30 June 2012 and 2011 are as follows:

The Company

	
	
	Total
	Dividend 
	

	Dividends 
	Approved by
	Dividends
	per share
	Paid on

	
	
	(Thousand Baht)
	(Baht)
	

	2012
	
	
	
	

	Final dividends for 2011
	Annual General Meeting                of the shareholders                    on 17 April 2012
	350,000
	1.00
	2 May 2012

	Total 
	
	350,000
	1.00
	

	2011
	
	
	
	

	Final dividends for 2010
	Annual General Meeting                of the shareholders                   on 18 April 2011
	192,500
	0.55
	4 May 2011

	Total 
	
	192,500
	0.55
	


In addition, the Annual General Meeting of the shareholders approved to set aside a general reserve of Baht 59.9 million (2011: Baht 7 million).
Oversea subsidiaries 

PT. Singlurus Pratama

	Dividends
	Approved by 
	Total dividends
	Dividend per share
	Paid on

	
	
	(Thousand  US Dollar)
	(US Dollar)
	

	2012
	
	
	
	

	The second interim dividend for 2011
	Board of Directors’ meeting              on 19 January 2012
	7,950
	1,000
	26 January 2012

	Total
	
	7,950
	1,000
	


	Dividends
	Approved by 
	Total dividends
	Dividend per share
	Paid on

	
	
	(Thousand  US Dollar)
	(US Dollar)
	

	2011
	
	
	
	

	Final dividends for
	Annual General Meeting 
	7,950
	1,000
	28 June 2011

	
2010
	
of the shareholders                  on 16 June 2011
	
	
	and

22 July 2011

	Total
	
	7,950
	1,000
	


During the six-month period ended 30 June 2012, the Company received dividend income at 65 percent for a total of USD 5.2 million or equivalent to Baht 161.1 million. The Company had been withheld the withholding tax deducted at source of Baht 32.2 million (2011: dividend income of USD 5.2 million or equivalent to Baht 158.8 million. The Company had been withheld the withholding tax deducted at source of Baht 31.4 million).
PT. Lanna Harita Indonesia

	Dividends
	Approved by 
	Total dividends
	Dividend per share
	Paid on

	
	
	(Thousand  US Dollar)
	(US Dollar)
	

	2012
	
	
	
	

	Final dividends for 
	Annual General Meeting
	5,600
	700
	25 June 2012

	2011
	of the shareholders            on 7 June 2012
	
	
	

	The first interim
	Board of Directors’ meeting
	2,400
	300
	25 June 2012

	dividend for 2012
	on 7 June 2012
	
	
	

	Total
	8,000
	1,000
	

	2011
	
	
	
	

	The fourth interim dividend for 2010
	Board of Directors’ meeting              on 19 January 2011
	6,400
	800
	24 January 2011

	The first interim
	Board of Directors’ meeting
	1,600
	200
	14 March 2011

	dividend for 2011
	on 10 March 2011
	
	
	

	The second interim
	Board of Directors’ meeting
	6,400
	800
	6 June 2011

	dividend for 2011
	on 27 May 2011 
	
	
	

	Total
	14,400
	1,800
	


During the six-month period ended 30 June 2012, the Company received dividend income at 55 percent for a total of USD 4.4 million or equivalent to Baht 139.4 million. The Company had been withheld the withholding tax deducted at source of Baht 10.5 million (2011: dividend income of USD 7.9 million or equivalent to Baht 240.5 million. The Company had been withheld the withholding tax deducted at source of Baht 18 million).

PT. Citra Harita Mineral

	Dividends
	Approved by 
	Total dividends
	Dividend per share
	Paid on

	
	
	(Thousand  US Dollar)
	(US Dollar)
	

	2012
	
	
	
	

	Final dividends

for 2011
	Extraordinary meeting of     the shareholders                      on 28 May 2012
	2,000
	2,000
	1 June 2012

	Total
	
	2,000
	2,000
	


During the six-month period ended 30 June 2012, the Company received dividend income at 55 percent for a total of USD 1.1 million or equivalent to Baht 34.9 million. The Company had been withheld the withholding tax deducted at source of Baht 7 million.

15.
Segment information 

The Company’s and its subsidiaries’ current main operations involve coal mining and manufacture of ethanol, which are carried on in Thailand and Indonesia.  Information of the Company and its subsidiaries for the three-month and six-month periods ended 30 June 2012 and 2011 by geographical and business segment is as follows:
(Unit: Thousand Baht)
	
	Consolidated income statements for the three-month periods ended 30 June 

	
	Domestic coal business
	Oversea coal  business
	Ethanol business
	Elimination of inter-segment revenues
	Total

	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	Revenues from external customers
	480,817
	499,930
	2,999,745
	2,423,370
	418,834
	283,860
	-
	-
	3,899,396
	3,207,160

	Inter-segment revenues
	47,967
	35,303
	-
	219,537
	-
	-
	(47,967)
	(254,840)
	-
	-

	Total revenues
	528,784
	535,233
	2,999,745
	2,642,907
	418,834
	283,860
	(47,967)
	(254,840)
	3,899,396
	3,207,160

	Operating income
	107,953
	75,766
	1,256,516
	1,302,923
	109,723
	24,407
	(45,617)
	(34,954)
	1,428,575
	1,368,142

	Unallocated income (expenses)
	
	
	
	
	
	
	
	
	
	

	Other income
	
	
	
	
	
	
	
	
	9,038
	41,837

	Share of profit from investment in associated company
	
	
	
	
	
	
	
	
	4,214
	1,635

	Gain on exchange
	
	
	
	
	
	
	
	
	4,800
	10,491

	Selling and distribution expenses
	
	
	
	
	
	
	
	
	(564,028)
	(475,463)

	Administrative expenses
	
	
	
	
	
	
	
	
	(129,233)
	(150,971)

	Finance cost
	
	
	
	
	
	
	
	
	(16,067)
	(8,103)

	Withholding tax deducted at source
	
	
	
	
	
	
	
	
	(22,249)
	(33,767)

	Corporate income tax
	
	
	
	
	
	
	
	
	(181,410)
	(235,977)

	Non-controlling interest of the subsidiaries
	
	
	
	
	
	
	
	
	(189,003)
	(219,341)

	Profit for the period
	
	
	
	
	
	
	
	
	344,637
	298,483

	
	
	
	
	
	
	
	
	


(Unit: Thousand Baht)
	
	Consolidated income statements for the six-month periods ended 30 June 

	
	Domestic coal business
	Oversea coal  business
	Ethanol business
	Elimination of inter-segment revenues
	Total

	
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011
	2012
	2011

	Revenues from external customers
	913,326
	906,001
	4,950,089
	4,486,557
	706,608
	514,845
	-
	-
	6,570,023
	5,907,403

	Inter-segment revenues
	79,347
	71,449
	-
	466,279
	-
	-
	(79,347)
	(537,728)
	-
	-

	Total revenues
	992,673
	977,450
	4,950,089
	4,952,836
	706,608
	514,845
	(79,347)
	(537,728)
	6,570,023
	5,907,403

	Operating income 
	206,099
	141,102
	2,074,017
	2,452,251
	200,140
	29,023
	(74,743)
	(69,534)
	2,405,513
	2,552,842

	Unallocated income (expenses)
	
	
	
	
	
	
	
	
	
	

	Other income
	
	
	
	
	
	
	
	
	70,352
	79,596

	Share of profit from investment in associated company
	
	
	
	
	
	
	
	
	7,629
	2,093

	Gain (loss) on exchange 
	
	
	
	
	
	
	
	
	2,203
	(855)

	Selling and distribution expenses
	
	
	
	
	
	
	
	
	(912,189)
	(918,200)

	Administrative expenses
	
	
	
	
	
	
	
	
	(249,930)
	(230,418)

	Finance cost
	
	
	
	
	
	
	
	
	(24,108)
	(11,785)

	Withholding tax deducted at source
	
	
	
	
	
	
	
	
	(59,185)
	(50,401)

	Corporate income tax
	
	
	
	
	
	
	
	
	(308,341)
	(427,584)

	Non-controlling interest of the subsidiaries
	
	
	
	
	
	
	
	
	(315,461)
	(403,446)

	Profit for the period
	
	
	
	
	
	
	
	
	616,483
	591,842

	
	
	
	
	
	
	
	
	


16.
Significant contracts and agreements
16.1
In 1998, PT. Lanna Harita Indonesia had been granted the right under a Coal Contract of Work (“CCOW”) from the Indonesian government to explore for and exploit coal for a period of thirty years in a total survey area of 30,018 hectares in Tanah Merah in Samarinda and Kutai, East Kalimantan, Indonesia.  The subsidiary has a continuing obligation to pay a fee and compensation under the contract.  

16.2
On 25 April 2008, the Company and Saraburi Resources Pte. Ltd., which was incorporated in Singapore (which received the right to sell coal from PT. Saraburi Batu Hitum in Indonesia) entered into the Agreement for Sale and Purchase of Steam Coal of 2 million metric tons, whereby the Company is to take delivery of coal for a term of about 2 years, and is to make advance payment amounting to USD 4 million to Saraburi Resources Pte. Ltd. On 6 May 2008, the Company made advance payment amounting to USD 2 million, or equivalent to Baht 63 million. Saraburi Resources Pte. Ltd. will refund the advance payment in the form of a deduction from the price of coal delivered to the Company, at a rate of USD 2 per ton, until the advance has been covered. Other conditions are specified in the agreements.  PT. Saraburi Batu Hitum and two directors of Saraburi Resources Pte. Ltd. are guarantors for performance in accordance with the agreement, and a shareholder of PT. Saraburi Batu Hitum has pledged 3,000 shares of PT. Saraburi Batu Hitum and the shareholders of Saraburi Resources Pte. Ltd. have pledged 10,000 shares as share charge to guarantee  performance bonds as required under the agreement. 

Saraburi Resources Pte. Ltd. was obliged to start delivering coal within January 2009 but it was unable to comply with the agreement. The Company had sued Saraburi Resource Pte. Ltd. and on 23 May 2011, the arbitrator of SIAC ordered Saraburi Resources Pte. Ltd. to pay advance for purchase of coal of USD 2 million, together with interest and other expenses, to the Company. However, for a prudent reason, the Company has set full allowance for doubtful account for this advance payment.

16.3
In 1997, PT. Singlurus Pratama was granted the right under a Coal Contract of Work (“CCOW”) from the Indonesian government to explore for and exploit coal for a period of thirty years beginning at the commencement of the first mining operation in a total survey area of 24,760 hectares in Kutai, East Kalimantan, Indonesia.  The subsidiary has a continuing obligation to pay a fee and compensation under the contract.  


In February 2009, the subsidiary received the consent from Indonesian government to start the production activities.

16.4
On 20 May 2009, PT. Singlurus Pratama entered into the marketing and technical service agreements with the Company and entered into assistance service agreement with a company in Indonesia. The service fees are charged on the basis and at the rates as stipulated in the agreements.  

17.
Commitments and contingent liabilities
17.1
Capital commitments


As at 30 June 2012, the Company and its subsidiary had capital commitments of approximately Baht 8.8 million and Euro 0.6 million, totalling Baht 33.1 million, relating to the construction of the Company’s jetty and the subsidiary’s the first and the second ethanol production plant and the acquisitions of machinery and equipment.                         (31 December 2011: Baht 45.5 million and Euro 0.6 million, totaling Baht 70.4 million).     
17.2
Operating lease commitments


The Company and its subsidiaries have entered into several lease agreements in respect of the lease of office building space, vehicles and other services. The terms of the agreements are generally between 1 and 5 years. As at 30 June 2012, future minimum payments under these lease agreements are as follows:

(Unit: Million Baht)

	
	Consolidated
	Separate

	
	financial
	financial

	  Payable within
	statements
	statements

	Less than 1 year
	33
	10

	1 to 5 years
	31
	18


17.3

Long-term service and purchase commitments
a)
The Company and its subsidiaries have commitments under several service agreements in respect of the security service, cars maintenance service and other services. The terms of the agreements are generally between 1 and 5 years. As at 30 June 2012, future minimum payments under these service agreements are as follows:

 (Unit: Million Baht)

	
	Consolidated
	Separate

	
	Financial
	financial

	Payable within
	Statements
	statements

	Less than 1 year
	4
	2

	1 to 5 years
	4
	4


b)
The Company and its subsidiaries have commitments under service agreements with regard to the legal consulting and other consulting of Baht 2 million (the Company only: Baht 0.5 million).

c)
The Company has commitment under the coal purchase agreement with an oversea company. The Company will purchase coals from such oversea company within 2012, at which the price, coal quality and quantity to purchase are as stipulated in the agreement.  

d)
The local subsidiary entered into a power supply agreement with the Provincial Electricity Authority for a period of one year, commencing 21 December 2010 to 20 December 2011, and being automatically renewed for every one-year period.  The subsidiary shall pay power supply at the rate as stipulated in the agreement.
e)
The local subsidiary has commitment under the purchase of molasses agreement with 15-year duration under which the price is to be determined every 5 years commencing the first year in 2005. The price for the first three years is that stipulated in the agreement and for the fourth and fifth year, using the average actual market price of the first three years for comparison and the quantity to purchase and sales of molasses are those stipulated in the agreement.

f)
The local subsidiary has commitment under service agreement with regard to the consulting for the construction of the second ethanol production plant of Baht 2.7 million.
17.4
Coal supply agreement commitments  

PT. Lanna Harita Indonesia and PT. Singlurus Pratama have coal supply commitments to domestic customers in accordance with the Domestic Market Obligation regulation required by the Indonesian government. 

17.5
Guarantees


As at 30 June 2012, the Company and its subsidiaries had bank guarantees of approximately Baht 10.7 million, USD 0.6 million and Rupiah 6,690 million and the Company had Baht 0.4 million (31 December 2011: Baht 5.5 million, USD 1.2 million Rupiah 3,693 million and the Company only of Baht 0.4 million)  issued by banks on behalf of the Company and its subsidiaries in respect of mine reclamation of the oversea subsidiaries to the government, guarantee for a local subsidiary's contractual performance under the license for production and distribution of ethanol-for-fuel from the Excise Department, Biogas Technologic promotion project 2011 (Year 4) of the Energy Policy and Planning Office Ministry of Energy, and to guarantee contractual  performance under the license for using of electric to Provincial Electricity Authority.

18.
Litigation

In September 2011, a subsidiary company was sued by a company for its non-compliance with the cassava chip purchase agreement dated 21 January 2011 and memorandum dated 29 April 2011, claiming a compensation for damage of Baht 186.9 million. On 8 November 2011, the subsidiary submitted the testimony to sue back that company, claiming a compensation for damage of Baht 82.4 million. As at 30 June 2012, the case is still being conciliated by the Civil Court.  The subsidiary’s lawyer has opined that the subsidiary had not breached the above agreement and the subsidiary's management believes that the case will be settled in the favour of the subsidiary, without any significant losses. Therefore, the subsidiary has not made any provision for loss from the lawsuit in its accounts.

19.
Foreign currency risk
The Company’s and its subsidiaries’ exposure to foreign currency risk arises mainly from trading transactions that are denominated in foreign currencies. The Company and its subsidiaries seek to reduce this risk by entering into forward exchange contracts, with maturity of less than one year, when they consider appropriate. 

The balances of financial assets and liabilities denominated in foreign currencies as at 30 June 2012 are summarised below. 

	
	Financial
	Financial 
	Exchange rate

	Foreign currency
	Assets
	liabilities
	as at 30 June 2012

	
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	
	
	
	Buying rate
	Selling rate

	US dollar
	7.5
	0.6
	31.6871
	31.9651


As at 30 June 2012, the Company and its subsidiaries had no outstanding forward exchange contract.
20.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s authorised directors on 6 August 2012.
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