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12.    Financial Position and Operating Results
         12.1   Summary of Financial Position and Operating Results for the past  3 years
    12.1.1
Summary of Auditors’ Findings and Significant Accounting Policies

The name of Company’s and its subsidiaries’ Auditor for the 2010 Financial Statements is Sophon Permsirivallop, Certified Public Accountant (Thailand) No. 3182 of Ernst & Young Office Limited.
Conclusion of the Auditor’s Report

For the year ended 31 December 2010

In summary, a clean audit report was issued. 

Reference was made to two subsidiary companies included in consolidated financial statements, Laguna Beach Club Limited and Laguna (1) Company Limited that were audited by other auditors for the year ended 31 December 2010. As at 31 December 2010 and 2009, these subsidiaries had total assets of Baht 1,582.8 million and Baht 1,436.5 million, respectively, and total revenues for the years then ended of Baht 364.4 million and Baht 305.0 million, respectively. 

The financial statements were audited in accordance with generally accepted auditing standards which included such tests of the accounting records and such other auditing procedures as considered necessary in the circumstances.

The auditors issued a clean audit opinion on the financial statements for the year ended 31 December 2010 and stated that the financial statements presented fairly the financial position of the Company in conformity with generally accepted accounting principles.
For the year ended 31 December 2009
In summary, a clean audit report was issued. 
Reference was made to two subsidiary companies included in consolidated financial statements, Laguna Beach Club Limited and Laguna (1) Company Limited that were audited by other auditors for the year ended 31 December 2009. As at 31 December 2009 and 2008, these subsidiaries had total assets of Baht 1,436.5 million and Baht 1,807.1 million, respectively, and total revenues for the years then ended of Baht 305.0 million and Baht 414.2 million, respectively. 

The financial statements were audited in accordance with generally accepted auditing standards which included such tests of the accounting records and such other auditing procedures as considered necessary in the circumstances.

The auditors issued a clean audit opinion on the financial statements for the year ended 31 December 2009 and stated that the financial statements presented fairly the financial position of the Company in conformity with generally accepted accounting principles.
For the year ended 31 December 2008

In summary, a clean audit report was issued.  

Reference was made to two subsidiary companies included in consolidated financial statements, Laguna Beach Club Limited and Laguna (1) Company Limited that were audited by other auditors for the year ended 31 December 2008. As at 31 December 2008 and 2007, these subsidiaries had total assets of Baht 1,807.1 million and Baht 1,846.6 million, respectively, and total revenues for the years then ended of Baht 414.2 million and Baht 420.8 million, respectively. 

The financial statements were audited in accordance with generally accepted auditing standards which included such tests of the accounting records and such other auditing procedures as considered necessary in the circumstances.

The auditors issued a clean audit opinion on the financial statements for the year ended 31 December 2008 and stated that the financial statements presented fairly the financial position of the Company in conformity with generally accepted accounting principles. In addition, the auditors drew attention to the matter, where effective 1 January 2008, the Company changed its accounting policies on presentation of goodwill and negative goodwill in the consolidated financial statements. Whereas goodwill and negative goodwill were previously stated at cost less accumulated amortisation and impairment losses, negative goodwill arising from business combinations under agreements reached on or after 1 January 2008 is to be recognised immediately in the statement of income, and previously recognised negative goodwill is to be adjusted against the opening balance of retained earnings. Goodwill is to be stated at cost less accumulated impairment losses.
Adoption of new accounting standards
During the current year, the Federation of Accounting Professions issued a number of revised and new accounting standards as listed below. 

a) Accounting standards that are effective for fiscal years beginning on or after        1 January 2011 (except Framework for the Preparation and Presentation of Financial Statements, which is immediately effective): 
	Framework for the Preparation and Presentation of Financial Statements 

(revised 2009)

	TAS 1 (revised 2009)
	Presentation of Financial Statements

	TAS 2 (revised 2009)
	Inventories

	TAS 7 (revised 2009)
	Statement of Cash Flows

	TAS 8 (revised 2009)
	Accounting Policies, Changes in Accounting Estimates and Errors

	TAS 10 (revised 2009)
	Events after the Reporting Period

	TAS 11 (revised 2009)
	Construction Contracts

	TAS 16 (revised 2009)
	Property, Plant and Equipment

	TAS 17 (revised 2009)
	Leases

	TAS 18 (revised 2009)
	Revenue

	TAS 19 
	Employee Benefits

	TAS 23 (revised 2009)
	Borrowing Costs

	TAS 24 (revised 2009)
	Related Party Disclosures

	TAS 26 
	Accounting and Reporting by Retirement Benefit Plans

	TAS 27 (revised 2009)
	Consolidated and Separate Financial Statements

	TAS 28 (revised 2009)
	Investments in Associates

	TAS 29
	Financial Reporting in Hyperinflationary Economies

	TAS 31 (revised 2009)
	Interests in Joint Ventures

	TAS 33 (revised 2009)
	Earnings per Share

	TAS 34 (revised 2009)
	Interim Financial Reporting

	TAS 36 (revised 2009)
	Impairment of Assets

	TAS 37 (revised 2009)
	Provisions, Contingent Liabilities and Contingent Assets

	TAS 38 (revised 2009)
	Intangible Assets

	TAS 40 (revised 2009)
	Investment Property

	TFRS 2 
	Share-Based Payment

	TFRS 3 (revised 2009)
	Business Combinations

	TFRS 5 (revised 2009)
	Non-current Assets Held for Sale and Discontinued Operations

	TFRS 6
	Exploration for and Evaluation of Mineral Resources

	TFRIC 15
	Agreements for the Construction of Real Estate


b) Accounting standards that are effective for fiscal years beginning on or after 1 January 2013:  
	TAS 12 
	Income Taxes

	TAS 20 (revised 2009)
	Accounting for Government Grants and  Disclosure of Government Assistance

	TAS 21 (revised 2009)
	The Effects of Changes in Foreign Exchange Rates




The Company’s management believes that these accounting standards will not have any significant impact on the financial statements for the year when they are initially applied, except for the following accounting standards which management expects the impact on the financial statements in the year when they are adopted. 
TAS 19 Employee Benefits
This accounting standard requires employee benefits to be recognised as expense in the period in which the service is performed by the employee. In particular, an entity has to evaluate and make a provision for post-employment benefits or liabilities arising from other defined benefit plans using actuarial techniques. Currently, the Company accounts for such employee benefits when they are incurred. 
The change in this accounting policy in 2011 will have the effect of decreasing the beginning balance of consolidated retained earnings by Baht 95 million.

TAS 12 Income Taxes
This accounting standard requires an entity to identify temporary differences, which are differences between the carrying amount of an asset or liability in the accounting records and its tax base, and to recognize deferred tax assets and liabilities under the stipulated guidelines.
The management is evaluating the impact on the financial statements in the year when this standard is adopted.
TAS 16 (revised 2009) Property, plant and equipment
According to this accounting standard, an entity which presents its property, plant and equipment (PPE) on a revaluation basis is required to charge depreciation on the total revalued amount to its income statement. Currently, as permitted by the relevant notification of the Federation of Accounting Professions, only the depreciation calculated on the original cost of PPE is charged to the income statement.
The change in this accounting policy in 2011 will have no effect to the Company’s retained earnings. 
TAS 18 (revised 2009) Revenue
This accounting standard requires entities to recognise revenue from sale of goods, which includes real estate developed for sale, when significant risks and rewards are transferred to the buyer. Currently, the Company can elect to use the percentage-of-completion method in recognising revenue from real estate sales.

The change in this accounting policy in 2011 will have the effect of decreasing the beginning balance of consolidated retained earnings by Baht 308 million.

TAS 40 (revised 2009) Investment property

This accounting standard requires entities to classify land for awaiting development and rental building as investment property. In particular, an entity has to appraise the fair value every year. If an entity selects to record such investment property as fair value method, the differences from the revaluation will be recognised as profit or loss in the income statements.
The change in this accounting policy in 2011 will have the effect of increasing the beginning balance of consolidated retained earnings by Baht 218 million.
12.1.2   Summary of Financial Statements
Consolidated Income Statements                           

                                                                Unit: Baht
	
	
	Consolidated

	  
	
	2010
	2009
	2008

	  Continuing operations
	
	
	
	

	Revenues
	
	
	
	

	Revenues from hotel operations 
	
	3,097,223,659
	2,826,055,845
	     3,466,009,872 

	Revenues from property development operations 
	
	682,105,971
	1,015,720,235
	     2,488,769,045 

	Revenues from office rental operations
	
	45,459,606
	58,937,556
	          66,024,485 

	Gain on the sale of Dusit Thani Laguna Phuket
	
	2,267,689,901
	-
	-

	Interest income 
	
	54,779,256
	62,083,150
	         90,240,666 

	Insurance claim
	
	56,335,735
	23,359,564
	226,111,886

	Foreign exchange gain 
	
	-
	5,063,254
	                         -   

	Other income 
	
	33,830,859
	17,553,968
	86,719,559 

	Total revenues 
	
	6,237,424,987
	4,008,773,572
	     6,423,875,513 

	Expenses
	
	
	
	

	Cost of  hotel operations
	
	1,277,470,676
	1,199,888,141
	   1,402,735,130 

	Cost of  property development operations
	
	191,805,793
	286,031,204
	  1,016,362,453 

	Cost of  office rental operations
	
	27,286,906
	29,079,953
	          36,571,474 

	Selling expenses 
	
	379,552,700
	354,283,217
	        506,455,315 

	Administrative expenses
	
	1,531,094,516
	1,240,216,868
	1,575,326,302 

	Management benefit expenses
	
	109,591,063
	121,165,991
	148,009,524

	Depreciation
	
	395,895,583
	392,200,443
	        375,741,395 

	Loss on termination of property sales
	
	90,990,721
	50,655,942
	-

	Other expenses
	
	-
	-
	          59,063,382 

	Foreign exchange loss
	
	116,284
	-
	11,350,383

	Total expenses 
	
	4,003,804,242
	3,673,521,759
	     5,131,615,358 

	Income before share of income (loss) from investment
      in associates, finance cost and corporate income tax from        continuing operations
	
	2,233,620,745
	335,251,813
	      1,292,260,155

	   Share of income (loss) from investment in associate
	
	(15,380,913)
	(3,893,511)
	        119,558,024 

	   Income before finance cost and corporate income tax  from                     continuing operations
	
	2,218,239,832
	331,358,302
	1,411,818,179

	   Finance cost 
	
	(132,210,452)
	(159,036,695)
	 (185,805,055)

	Income before corporate income tax from continuing   operations
	
	2,086,029,380
	172,321,607
	      1,226,013,124 

	   Corporate income tax
	
	(686,676,584)
	(107,732,652)
	     (196,775,109)

	Net income for the year  from continuing operations
	
	1,399,352,796
	64,588,955
	     1,029,238,015 

	Discontinued operation
	
	
	
	

	Income after tax for the year from discontinued operation
	
	64,164,055
	99,751,024
	142,910,190

	Net income for the year
	
	1,463,516,851
	164,339,979
	1,172,148,205

	Net income attributable to:
	
	
	
	

	Equity holders of the parent
	
	1,413,746,171
	133,358,369
	     1,103,682,190 

	Minority interest
	
	49,770,680
	30,981,610
	          68,466,015 

	
	
	1,463,516,851
	164,339,979
	     1,172,148,205 

	  Basic earnings per share 
	
	
	
	

	  Net income attributable to equity holders of the parent
	
	8.48
	0.80
	                     6.62 

	  Basic earnings per share for continuing operations
	
	
	
	

	  Net income from continuing operations attributable to equity holders of the parent
	
	8.10
	0.20
	5.76


Consolidated Balance Sheets     






                     Unit: Baht
	
	
	 Consolidated 

	 
	
	2010
	2009
	2008

	               ASSETS 
	
	
	
	

	Current assets 
	
	
	
	

	Cash and cash equivalents 
	
	2,021,393,771
	627,906,627
	       474,125,431 

	Trade accounts receivable – net 
	
	610,932,646
	855,228,653
	    1,197,848,866 

	Amounts due from  related parties 
	
	73,225,127
	93,393,256
	       193,635,173 

	Inventories – net
	
	145,427,225
	147,632,788
	       171,540,088 

	Property development cost – net
	
	2,507,606,097
	1,540,103,896
	    1,044,632,739 

	Other current assets 
	
	204,297,245
	210,305,337
	       425,011,012 

	Total current assets 
	
	5,562,882,111
	3,474,570,557
	    3,506,793,309 

	Non-current assets
	
	
	
	

	Restricted deposits at financial institution 
	
	2,020,000
	2,140,000
	           2,140,000 

	Long-term trade accounts receivable 
	
	559,589,621
	777,252,310
	       843,638,829 

	Investments in associates - net
	
	353,045,388
	395,392,960
	       419,802,119 

	Other long-term investments -net
	
	279,979,891
	232,222,971
	       188,424,686 

	Long-term loans to associate
	
	-
	-
	       308,965,052 

	Long-term loans to employees
	
	15,739,513
	25,112,231
	         34,965,908 

	Property, plant and equipment – net 
	
	14,693,239,773
	15,567,799,951
	  18,350,362,885 

	Land awaiting development 
	
	117,111,139
	809,396,453
	       811,069,743 

	Goodwill
	
	385,491,758
	385,491,758
	       385,491,758 

	Leasehold rights - net
	
	27,935,166
	30,939,976
	         34,108,008 

	Other non-current assets 
	
	46,087,415
	50,438,310
	         53,493,328 

	Total non-current assets
	
	16,480,239,664
	18,276,186,920
	  21,432,462,316 

	TOTAL ASSETS 
	
	22,043,121,775
	21,750,757,477
	  24,939,255,625 

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Consolidated Balance Sheets (continued)
	
	
	
	Unit: Baht

	
	
	 Consolidated 

	 
	
	2010
	2009
	2008

	      LIABILITIES AND SHAREHOLDERS' EQUITY
	
	
	
	

	Current liabilities 
	
	
	
	

	Short-term loans from financial institutions 
	
	-
	520,000,000
	       486,000,000 

	Trade accounts payable 
	
	284,669,000
	248,148,955
	       213,234,248 

	Current portion of long-term loans from financial institutions 
	
	570,210,665
	827,766,000
	       890,415,000 

	Amounts due to related parties
	
	92,182,546
	101,929,497
	         60,981,831 

	Corporate income tax payable
	
	613,236,462
	71,530,736
	         72,328,566 

	Other current liabilities
	
	887,231,720
	1,110,220,103
	    1,275,994,649 

	Total current liabilities
	
	2,447,530,393
	2,879,595,291
	    2,998,954,294 

	Non-current liabilities 
	
	
	
	

	Long-term loans from financial institutions – net of current portion 
	
	1,965,233,743
	1,956,434,408
	    2,098,932,743 

	Other non-current liabilities 
	
	81,544,070
	91,816,069
	       117,067,769 

	Total non-current liabilities 
	
	2,046,777,813
	2,048,250,477
	    2,216,000,512 

	Total liabilities 
	
	4,494,308,206
	4,927,845,768
	    5,214,954,806 

	Shareholders’ equity 
	
	
	
	

	Share capital 

  Registered 

    211,675,358 ordinary shares of Baht 10 each 
	
	    2,116,753,580
	    2,116,753,580
	    2,116,753,580 

	  Issued and fully paid-up

    166,682,701 ordinary shares of Baht 10 each 
	
	    1,666,827,010 
	    1,666,827,010 
	    1,666,827,010 

	Share premium
	
	    2,062,460,582 
	    2,062,460,582 
	    2,062,460,582 

	Capital reserve 
	
	       634,698,720 
	       634,698,720 
	       634,698,720 

	Unrealised gain 
	
	
	
	

	  Revaluation surplus on assets
	
	6,783,031,426
	7,124,038,312
	    9,589,532,118 

	Translation adjustment 
	
	60,208,815
	85,036,351
	       110,064,267 

	Retained earnings
	
	
	
	

	   Appropriated – statutory reserve 
	
	211,675,358
	166,682,701
	       151,713,962 

	   Unappropriated  
	
	5,121,037,929
	4,118,986,323
	    4,367,298,380 

	
	
	5,332,713,287
	4,285,669,024
	    4,519,012,342 

	Equity attributable to the Company’s shareholders
	
	16,539,939,840
	15,858,729,999
	  18,582,595,039 

	Minority interest 
	
	1,008,873,729
	964,181,710
	    1,141,705,780 

	Total shareholders’ equity 
	
	17,548,813,569
	16,822,911,709
	  19,724,300,819 

	TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 
	
	22,043,121,775
	21,750,757,477
	  24,939,255,625 


   Consolidated Statements of Cash Flows 












Unit: Baht
	
	
	Consolidated

	 
	
	2010
	2009
	2008

	Cash flows from (used in) operating activities
	
	
	
	

	Net cash inflows (outflows) from operating activities
	
	211,411,874
	788,725,576
	      922,339,414 

	Cash flows from (used in) investing activities
	
	
	
	

	Net cash inflows (outflows) from investing activities
	
	2,369,641,124
	(77,094,742) 
	     (794,590,521)

	Cash flows from (used in) financing activities
	
	
	
	

	Net cash inflows (outflows) from financing activities
	
	(1,187,565,854)
	(557,849,638)
	  (1,187,045,752)

	Net increase (decrease) in cash and cash equivalents
	
	1,393,487,144
	153,781,196
	  (1,059,296,859)

	Cash and cash equivalents at beginning of year
	
	627,906,627
	474,125,431
	   1,533,422,290 

	Cash and cash equivalents at end of year
	
	2,021,393,771
	627,906,627
	      474,125,431 

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Separate Income Statements












Unit : Baht
	
	Separate

	
	2010
	2009
	2008

	  Continuing operations
	
	
	

	  Revenues
	
	
	

	Revenues from hotel operations  
	62,664,414
	47,237,182
	       37,546,315 

	Revenues from property development operations
	23,207,621
	100,652,138
	       752,342,692 

	Gain on the sale of Dusit Thani Laguna Phuket
	1,808,971,590
	-
	-

	Interest income 
	127,407,479
	124,744,788
	       104,516,956 

	Insurance claim
	11,810,644
	2,636,951
	91,772,425

	Foreign exchange gain 
	-
	7,065,265
	                        -   

	Other income 
	17,733,774
	56,925,807
	51,331,563 

	Dividend income
	54,229,946
	629,610,833
	       267,997,585 

	Total revenues 
	2,106,025,468
	968,872,964
	    1,305,507,536 

	Expenses
	
	
	

	Cost of hotel operations 
	17,527,639
	14,722,995
	       15,780,026 

	Cost of property development operations 
	7,794,925
	5,723,452
	       301,909,135 

	Selling expenses 
	14,696,844
	16,165,979
	         33,034,398 

	Administrative expenses
	230,349,099
	176,100,542
	      229,261,934 

	Management benefit expenses
	80,440,317
	83,084,154
	98,046,710

	Depreciation
	12,007,904
	12,611,459
	         14,542,667 

	Loss on termination of property sales
	90,990,721
	42,531,636
	-

	Other expenses
	-
	-
	         23,849,999 

	Foreign exchange loss
	2,050,261
	-
	2,111,826

	  Total expenses 
	455,857,710
	350,940,217
	    718,536,695 

	  Income before share of loss from investment in associate, finance cost and corporate income tax from continuing operations
	1,650,167,758
	617,932,747
	       586,970,841 

	  Finance cost 
	(52,381,028)
	(62,476,458)
	        (82,547,232)

	  Income before corporate income tax from continuing operations
	1,597,786,730
	555,456,289
	504,423,609

	  Corporate income tax
	(477,279,603)
	(7,350,091)
	-

	  Net income for the year from continuing operations
	1,120,507,127
	548,106,198
	       504,423,609 

	  Discontinued operation
	
	
	

	  Income after tax for the year from discontinued operation
	64,164,055
	99,751,024
	142,910,190

	  Net income for the year
	1,184,671,182
	647,857,222
	647,333,799

	  Net income attributable to:
	
	
	

	  Equity holders of the parent
	1,184,671,182
	647,857,222
	       647,333,799 

	  Basic earnings per share
	
	
	

	  Net income attributable to equity holders of the parent 
	7.11
	3.89
	                    3.88 

	  Basic earnings per share for continuing operations
	
	
	

	  Net income form continuing  operations attributable to equity holders of the parent 
	6.73
	3.29
	3.03


Separate Balance Sheets 

                   









Unit : Baht 
	
	Separate

	
	2010
	2009
	2008

	              ASSETS 
	
	
	

	Current Assets 
	
	
	

	 Cash and cash equivalents 
	1,397,248,738
	35,595,602
	            41,982,211 

	 Trade accounts receivable – net 
	38,181,261
	104,096,358
	          205,914,215 

	 Amounts due from  related parties
	67,706,996
	93,750,185
	          111,393,648 

	 Inventories – net
	986,539
	14,311,934
	            16,757,515 

	 Property development cost – net
	180,336,286
	133,847,783
	          133,493,824 

	 Other current assets 
	27,351,112
	49,930,391
	          159,293,713 

	Total current assets 
	1,711,810,932
	431,532,253
	          668,835,126 

	Non-current assets
	
	
	

	Long term trade accounts receivable
	336,478,248
	438,197,570
	          511,199,415 

	Investments in subsidiaries 
	3,492,207,114
	3,492,207,114
	       3,492,207,114 

	Long-term loans to subsidiaries 
	2,234,690,629
	2,408,490,629
	       1,699,070,629 

	Long-term loans to employees
	7,390,496
	11,682,115
	            14,932,640 

	Property, plant and equipment – net 
	284,459,453
	1,210,525,062
	       1,980,965,566 

	Land awaiting development 
	31,039,835
	28,638,873
	            28,638,873 

	Other non-current assets
	3,167,490
	5,719,973
	            11,033,629 

	Total non-current assets
	6,389,433,265
	7,595,461,336
	       7,738,047,866 

	TOTAL ASSETS
	8,101,244,197
	8,026,993,589
	       8,406,882,992 

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Separate Balance Sheets (continued)

Unit : Baht  
	
	Separate

	
	2010
	2009
	2008

	        LIABILITIES AND SHAREHOLDERS’ EQUITY 
	
	
	

	Current liabilities 
	
	
	

	Short-term loans from financial institutions 
	-
	260,000,000
	333,000,000 

	Trade accounts payable 
	43,186,461
	32,105,563
	24,374,536 

	Current portion of long - term loans from financial institutions
	70,000,000
	168,000,000
	266,000,000 

	Amounts due to related companies 
	32,476,059
	18,233,419
	21,557,368 

	Corporate income tax payable
	452,970,713
	6,978,534
	-

	Other current liabilities 
	93,468,869
	186,315,113
	214,993,884 

	Total current liabilities 
	692,102,102
	671,632,629
	859,925,788 

	Non-current liabilities 
	
	
	

	Long-term loans from subsidiaries
	798,940,000
	881,140,000
	813,640,000 

	Long-term loans from financial institutions – net of current portion 
	315,000,000
	385,000,000
	133,000,000 

	Other non-current liabilities 
	13,721,625
	23,231,702
	29,174,762 

	Total non-current liabilities 
	1,127,661,625
	1,289,371,702
	975,814,762 

	Total liabilities 
	1,819,763,727
	1,961,004,331
	1,835,740,550 

	Shareholders' equity
	
	
	

	Share capital
	
	
	

	  Registered 

       211,675,358 ordinary shares of Baht 10 each
	       2,116,753,580
	       2,116,753,580
	2,116,753,580 

	  Issued and fully  paid-up

       166,682,701 ordinary shares of Baht 10 each 
	       1,666,827,010 
	       1,666,827,010 
	1,666,827,010 

	Share premium   
	2,062,460,582 
	       2,062,460,582 
	2,062,460,582 

	Unrealised gain 
	
	
	

	  Revaluation surplus on assets
	173,782,663
	776,260,726
	1,562,569,445 

	Retained earnings
	
	
	

	  Appropriated – statutory reserve 
	211,675,358
	166,682,701
	151,713,962 

	  Unappropriated  
	2,166,734,857
	1,393,758,239
	1,127,571,443 

	   
	2,378,410,215
	1,560,440,940
	1,279,285,405 

	Total shareholders' equity 
	6,281,480,470
	6,065,989,258
	6,571,142,442 

	TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 
	8,101,244,197
	8,026,993,589
	8,406,882,992 

	
	
	
	

	
	
	
	

	
	
	
	


Separate Statements of Cash Flows 

                           








        Unit : Baht
	
	Separate

	 
	2010
	2009
	2008



	Cash flows from (used in) operating activities
	
	
	

	Net cash inflows (outflows) from operating activities
	(28,452,676)
	372,016,292
	        270,757,787 

	Cash flows from (used in) investing activities
	
	
	

	Net cash inflows (outflows) from investing activities
	2,267,007,719
	(160,201,214)
	     (20,930,212)

	Cash flows from (used in) financing activities
	
	
	

	Net cash inflows (outflows) from financing activities
	(876,901,907)
	(218,201,687)
	   (1,063,421,238)

	Net increase (decrease) in cash and cash equivalents
	1,361,653,136
	(6,386,609)
	     (813,593,663)

	Cash and cash equivalents at beginning of year
	35,595,602
	41,982,211
	       855,575,874 

	Cash and cash equivalents at end of year
	1,397,248,738
	35,595,602
	         41,982,211 


12.1.3
Financial ratios of the Company and its subsidiaries
	CONSOLIDATED FINANCIAL RATIOS 
	
	
	
	
	
	
	

	
	
	Consolidated

	
	
	2010
	
	2009
	
	2008
	

	Liquidity Ratios
	
	
	
	
	
	
	

	Current Ratio
	Times
	2.27
	
	1.21
	
	           1.17 
	

	Quick Ratio 
	Times
	1.08
	
	0.51
	
	           0.56 
	

	Cash Flow From Operating Activities  Ratio
	Times
	0.08
	
	0.27
	
	           0.28 
	

	Receivables Turnover
	Times
	4.92
	
	3.61
	
	           4.04 
	

	Collection Period
	Days
	73.17
	
	99.72
	
	        89.11 
	

	Inventory Turnover
	Times
	8.72
	
	7.52
	
	           8.51 
	

	Inventory Turnover Period
	Days
	41.29
	
	47.88
	
	         42.30 
	

	Accounts Payable Turnover
	Times
	4.80
	
	5.20
	
	           5.79 
	

	Payment Period
	Days
	75.00
	
	69.23
	
	         62.18 
	

	Cash Cycle
	Days
	39.46
	
	78.37
	
	         69.23 
	

	
	
	
	
	
	
	
	

	Profitability Ratios
	
	
	
	
	
	
	

	Gross Profit Margin
	%
	60.87
	
	61.16
	
	         59.21 
	

	Profit Margin from Operations
	%
	58.40
	
	8.59
	
	         21.46 
	

	Net Profit Margin
	%
	22.67
	
	3.33
	
	         17.18 
	

	Return On Equity
	%
	8.23
	
	0.73
	
	           5.71 
	

	
	
	
	
	
	
	
	

	Efficiency Ratios
	
	
	
	
	
	
	

	Return On Total Assets
	%
	6.46
	
	0.57
	
	           4.42 
	

	Return On Fixed Assets
	%
	11.58
	
	2.95
	
	           7.72 
	

	Asset Turnover
	Times
	0.28
	
	0.17
	
	           0.26 
	

	
	
	
	
	
	
	
	


	CONSOLIDATED FINANCIAL RATIOS  (Continued)


	
	
	
	
	

	
	
	Consolidated

	
	
	2010
	
	2009
	
	2008
	

	Financial Policy Ratios
	
	
	
	
	
	
	

	Debt To Equity
	Times
	0.26
	
	0.29
	
	           0.26 
	

	Interest Coverage
	Times
	3.82
	
	6.81
	
	           7.30 
	

	Payout Ratio (Cash Basis)
	Times
	0.10
	
	0.47
	
	           0.35 
	

	Dividend Payout Ratio
	%
	88.43
	
	274.97
	
	         33.23 
	

	
	
	
	
	
	
	
	

	Share value
	
	
	
	
	
	
	

	Book Value Per Share
	Baht
	105.28
	
	100.93
	
	       118.33 
	

	Earnings Per Share
	Baht
	8.48
	
	0.80
	
	           6.62 
	

	Dividend Per Share *
	Baht
	7.50
	
	2.20
	
	           2.20 
	

	
	
	
	
	
	
	
	

	Growth rate
	
	
	
	
	
	
	

	Total Assets
	%
	1.34
	
	(12.79)
	
	          (0.30)
	

	Total Liabilities
	%
	(8.80)
	
	(5.51)
	
	        (14.60)
	

	Total Revenues
	%
	55.59
	
	(37.60)
	
	          (3.06)
	

	Total Expenses
	%
	8.99
	
	(28.41)
	
	           1.85 
	

	Net Income (Loss)
	%
	960.11
	
	(87.92)
	
	      (14.41)
	

	
	
	
	
	
	
	
	


* At the time of printing this report, a Baht 7.50 per share final dividend had been proposed by the Board of Directors but had not been approved by the Annual General Meeting.
	SEPARATE FINANCIAL RATIOS 
	
	
	
	
	
	

	
	
	Separate

	
	
	2010

	
	2009

	
	2008

	

	Liquidity Ratios
	
	
	
	
	
	
	

	Current Ratio
	Times
	2.47
	
	0.64
	
	           0.78 
	

	Quick Ratio
	Times
	2.07
	
	0.20
	
	           0.29 
	

	Cash Flow From Operating Activities Ratio
	Times
	(0.04)
	
	0.49
	
	           0.28 
	

	Receivables Turnover
	Times
	1.07
	
	0.88
	
	           1.97 
	

	Collection Period
	Days
	336.45
	
	409.09
	
	       182.74 
	

	Inventory Turnover
	Times
	2.29
	
	0.95
	
	           0.93 
	

	Inventory Turnover Period
	Days
	157.21
	
	378.95
	
	         387.10 
	

	Accounts Payable Turnover
	Times
	0.47
	
	0.52
	
	           0.55 
	

	Payment Period
	Days
	765.96
	
	692.31
	
	         654.55 
	

	Cash Cycle
	Days
	(272.30)
	
	95.73
	
	        (84.71) 
	

	Profitability Ratios
	
	
	
	
	
	
	

	Gross Profit Margin
	%
	70.51
	
	86.17
	
	         59.78 
	

	Profit Margin from Operations
	%
	1,921.66
	
	417.83
	
	         74.31 
	

	Net Profit Margin
	%
	56.25
	
	66.87
	
	         49.58 
	

	Return On Equity
	%
	19.19
	
	10.25
	
	           9.97 
	

	
	
	
	
	
	
	
	

	Efficiency Ratios
	
	
	
	
	
	
	

	Return On Total Assets
	%
	14.69
	
	7.89
	
	           7.46 
	

	Return On Fixed Assets
	%
	153.95
	
	40.66
	
	         32.77 
	

	Asset Turnover
	Times
	0.26
	
	0.12
	
	           0.15 
	

	
	
	
	
	
	
	
	


	SEPARATE FINANCIAL RATIOS  (Continued)


	
	
	
	
	
	
	

	
	
	Separate

	
	
	2010

	
	2009

	
	2008

	

	Financial Policy Ratios
	
	
	
	
	
	
	

	Debt To Equity
	Times
	0.29
	
	0.32
	
	           0.28 
	

	Interest Coverage
	Times
	1.05
	
	7.11
	
	           4.37 
	

	Payout Ratio (Cash Basis)
	Times
	(0.02)
	
	0.17
	
	           0.13 
	

	Dividend Payout Ratio
	%
	105.52
	
	56.60
	
	         56.65 
	

	
	
	
	
	
	
	
	

	Share value
	
	
	
	
	
	
	

	Book Value Per Share
	Baht
	37.69
	
	36.39
	
	         39.42 
	

	Earnings Per Share
	Baht
	7.11
	
	3.89
	
	           3.88 
	

	Dividend Per Share*
	Baht
	7.50
	
	2.20
	
	           2.20 
	

	
	
	
	
	
	
	
	

	Growth rate
	
	
	
	
	
	
	

	Total Assets
	%
	0.93
	
	(4.52)
	
	          (5.95)
	

	Total Liabilities
	%
	(7.20)
	
	6.82
	
	        (27.40)
	

	Total Revenues
	%
	117.37
	
	(25.79)
	
	          (9.23)
	

	Total Expenses
	%
	29.90
	
	(51.16)
	
	          (13.41)
	

	Net Income (Loss)
	%
	82.86
	
	0.08
	
	          (6.66)
	

	
	
	
	
	
	
	
	


* At the time of printing this report, a Baht 7.50 per share final dividend had been proposed by the Board of Directors but had not been approved by the Annual General Meeting.

12.2 Explanation and Analysis by Management
For the year ended 31 December 2010, Laguna Resorts & Hotels Public Company Limited achieved a net profit of Baht 1,414 million which was Baht 1,280 million higher when compared to the prior year.

Total revenue for the year increased by Baht 2,229 million as compared to the prior year mainly due to the following:
· Revenue from hotel operations increased by Baht 271 million. This was mainly due to the increase in the revenue of the Laguna Phuket operations which recovered from the global economic crisis offset by the decrease in the revenue of Banyan Tree Bangkok which was directly affected by the political protests during the year. 
· Revenue from property development operations decreased by Baht 334 million mainly due to limited sales as a result of the impact of the Thai political situation affecting investor confidence and limited revenue recognition on a percentage of completion basis as most projects have been completed.  

· Revenue from office rental operations decreased by Baht 13 million mainly due to the expiry of some lease contracts in June 2009 with no replacement by new tenants.

· Gain on the sale of Dusit Thani Laguna Phuket of Baht 2,268 million relates to gain from the divestment of Dusit Thani Laguna Phuket, comprising land, buildings, plant and machinery, furniture, fixtures and equipment and inventory owned by the Company and the subsidiaries.

· Interest income decreased by Baht 7 million mainly due to the repayment of the loan to an associated company which was fully settled in July 2009.
· Insurance claim revenue increased by Baht 33 million and comprised the final settlement of an insurance claim relating to the tsunami in 2004. This compares to the prior year amount which related to settlement for losses incurred during an illegal blockade at Laguna Phuket.
· Foreign exchange gain amounting to Baht 5 million in 2009 was mainly due to the impact of the movement of the Thai Baht on foreign currency dominated loans from finance institutions and foreign currency trade receivables. 
· Other income increased by Baht 16 million mainly due to penalties claimed from building contractors for construction delays.

Total expenses increased by Baht 330 million as compared to the prior year mainly due to the following:
· Cost of hotel operations increased by Baht 78 million mainly due to the increase in hotel revenue of the Laguna Phuket operations.
· Cost of property development operations decreased by Baht 94 million mainly due to the decrease in property revenue during the year.
· Cost of office rental operations decreased by Baht 2 million associated with the decrease in office rental revenue.
· Selling expenses increased by Baht 25 million due to the curtailment of spend in the prior year as a result of the global economic crisis.

· Administrative expenses increased by Baht 291 million mainly due to an increase in payroll costs (unpaid leave scheme in place in the prior year), an increase in hotel expenses such as villas rentals, repairs and maintenance and utilities expenses (higher room inventory and occupied rooms) and professional fees relating to the divestment of Dusit Thani Laguna Phuket.
· Management benefit expenses decreased by Baht 12 million due to fewer senior executives.

· Depreciation increased by Baht 4 million mainly due to completion of hotel renovations at Banyan Tree Bangkok.
· Loss on termination of property sales increased by Baht 40 million and related to units which were previously sold and recognised during 2007 - 2008.
Share of loss from investment in associate increased by Baht 11 million mainly due to the lower property sales profits of Lijiang Banyan Tree Hotel Co. Ltd.
Finance cost decreased by Baht 27 million as compared to the prior year mainly due to lower loan balances and interest rates.

Corporate income tax increased by Baht 579 million as compared to the prior year mainly due to the gain on the sale of Dusit Thani Laguna Phuket.

Income after tax for the year from discontinued operations decreased by Baht 36 million mainly due to less than a full year of operations of the Dusit Thani Laguna Phuket hotel which was sold effective 12 October 2010 as compared to a full 12 months of operations in the prior year.

Net income attributable to minority interests increased by Baht 19 million as compared to the prior year mainly due to the increased profit of Laguna Beach Club Limited in which there is a 50% minority interest.

For the reasons stated above, the company has shown an increase in net profit as compared to the prior year.
Hotel Operations
                                                                                                                                  (Unit: Million Baht)
	
	2010
	%
	2009
	%
	2008
	%

	Revenues
Expenses

Gross Operating Profit
	3,097
1,278
1,819
	100

41
59
	2,826
1,200
1,626
	100

42
58
	3,466
1,403
2,063
	100

40
60


Hotel revenues were Baht 271 million and expenses were Baht 78 million higher than last year resulting in operating profit being Baht 193 million higher than last year. The operating margin of 59 percent was similar the prior year level of 58 percent and the 2008 level of 60 percent. The main reasons for this were:
·  A increase in revenue of the Laguna Phuket operations which recovered from the global economic crisis offset by the decrease in the revenue of Banyan Tree Bangkok which was directly affected by the political protests in mid of the year.
· A increase in the Cost of hotel operations mainly due to the increase in hotel revenue of the Laguna Phuket operations. 

Property Sales and Holiday Club Membership Operations
           (Unit: Million Baht)
	
	2010
	%
	2009
	%
	2008
	%

	Revenues

Expenses

Gross Operating Profit
	682

192

490
	100

28

72
	1,016

286

730
	100

28

72
	2,488
1,016

1,472
	100

41

59


Revenues were Baht 334 million and expenses were Baht 94 million lower than last year resulting in operating profit being Baht 240 million lower than last year. The operating margin of 72 percent was similar the prior year level and above the 2008 level of 59 percent. The main reasons for this were:

· Limited sales as a result of the impact of the Thai political situation affecting investor confidence and limited revenue recognition on a percentage of completion basis as most projects have been completed.
Balance Sheet 

The main balance sheet items at 31 December 2010 and 2009 are as follows: 









           (Unit: Million Baht)
	
	Note
	31 December 2010
	31 December 2009

	Cash and cash equivalents 
	1
	2,021
	628

	Trade accounts receivable
	2
	1,171
	1,632

	Property development cost
	3
	2,508
	1,540

	Other long term investments
	4
	280
	232

	Property, plant, equipment and land
	5
	14,810
	16,377

	Loans from banks
	6
	2,535
	3,304

	Shareholders’ equity 
	7
	16,540
	15,859


The main points to be noted in regard to the Balance Sheet movements in the year ended 31 December 2010 are: 

1. Main movements are explained in the commentary on Cash Flows below.

2. The decrease in accounts receivable balances is due to the decrease in property sales receivables, time share receivables and hotel receivables.
3. The increase in property development cost is mainly due to the construction costs of the Lofts & Laguna Village projects and transfer land awaiting development in Phuket to property development cost for property sales purpose.
4. The increase in other long term investment is due to the additional investment in Banyan Tree Indochina Hospitality Fund during the year.
5. The decrease in property, plant, equipment and land is mainly due to transfer land awaiting development in Phuket to property development cost for property sales purpose and the divestment of Dusit Thani Laguna Phuket assets.
6. Loans from banks have decreased in 2010 due to scheduled long term loan repayments and repayment of short-term loans from current year cash flow. 
7. The increase in shareholders’ equity is mainly due to net income for the year 2010 amounting to Baht 1,414 million and revaluation surplus on assets amounting to Baht 325 million offset by the reversal of revaluation surplus for disposal of Dusit Thani Laguna Phuket amounting to Baht 666 million and dividend paid of Baht 367 million.
Cash Flows
The cash and cash equivalents of Baht 2,021 million at 31 December 2010 represented a Baht 1,393 million increase as compared to 31 December 2009. The main components of cash generated during the year are net cash generated by operations amounting to Baht 211 million. This was largely a function of net earnings for the year adjusted for depreciation and working capital movements. 

Cash received from the sale of Dusit Thani Laguna Phuket amounted to Baht 2,611 million and cash received from repayment of employee loans and sales of fixed assets amounted to Baht 13 million. The draw down of long term loans of Baht 713 million were mainly used for the renovation of Banyan Tree Bangkok Hotel and Banyan Tree Phuket Resort. 

In addition, the Company plans to use the net proceeds of Bath 2,611 million from the disposition of Dusit Thani Laguna Phuket to invest in a hotel or hotel related project located outside the borders of Thailand, repay bank loans, and/or pay dividend. The amount of the proceeds to be allocated to each of the uses shall be determined by the Board of Directors.
Cash outflow comprised of expenditure on fixed assets of Baht 207 million largely related to the construction projects in Laguna Phuket and Banyan Tree Bangkok Hotel. The short term and scheduled long term loan repayments of Baht 1,482 million and dividend payment of Baht 418 million were the other components of the cash outflow.
	Cash Inflow
	Million Baht
	
	Cash Outflow
	Million Baht

	Cash flow from operations
	        211
	
	Other investment
	48

	Cash received from the sale of  Dusit Thani Laguna Phuket
	2,611
	
	Payments made on construction
	     207

	Cash received from repayment of employee loans and sales of fixed assets
	        13
	
	Short term and long term loan repayment
	1,482

	Short term and long term loans draw down
	713
	
	Dividend payment
	418

	
	
	
	Increase in cash and cash equivalent
	1,393

	Total
	3,548
	
	Total
	3,548


Commentary on Consolidated Financial Ratios 

Liquidity ratios

· Current ratio – This is higher in 2010 due to the increase in cash receipt from the sale of Dusit Thani Laguna Phuket.
· Quick ratio – This is higher in 2010 due to the increase in cash receipt from the sale of Dusit Thani Laguna Phuket.
· Cash flow from operating activities ratio – This is lower than the prior year levels due to lower revenue from property development operations.
· Receivable turnover – This is higher than the prior year levels due to the higher hotel revenue  offset against lower average accounts receivable.   

· Collection period – This is lower than the prior year levels due to the higher hotel revenue offset against lower average accounts receivables.

· Inventory turnover – This is higher than the prior year levels due to higher direct cost offset against  lower average inventories.
· Inventory turnover period – This is lower than the prior year levels due to the higher direct cost offset against  lower average inventories.
· Accounts payable turnover – This is lower than the prior year levels due to higher direct costs coupled with higher average accounts payable.

· Payment period – This is higher than the prior year levels due to higher direct costs coupled with higher average accounts payable. 
· Cash cycle – This is lower than the prior year levels due to shorter collection period for property sales, decrease inventory turnover period of hotel operation and longer payment period
Profitability ratios
· Gross profit margin – This is consistent with the prior year level.
· Profit margin from operations – This is higher than the prior year level due to higher profit from gain on the sale of Dusit Thani Laguna Phuket.
· Net profit margin from operations and return on equity – This is higher in 2010 due to the higher profits from gain on the sale of Dusit Thani Laguna Phuket. 
Efficiency ratios
· Return on total assets, return on fixed assets and asset turnover – This is higher than the prior year levels due to higher profits from gain on the sale of Dusit Thani Laguna Phuket. 
Financial policy ratios
· Debt to equity – This is consistent with the prior year level.
· Interest coverage – This is lower than the prior year due to the reduction in profits from operations.
· Pay-out ratio (cash) – This decreased as compared to last year due to an increase in short-term loan and long-term loan repayments and dividend payment offset against a decrease in acquisition of assets coupled with lower cash flow from operations in 2010. 

· Dividend pay-out ratio – This is based on the dividend policy which is one-third of the consolidated net profit for the year 2010 attributable to the shareholders and a variable component subject to the Board of Directors discretion on the availability of cash after taking into account major capital expenditure and debt repayment obligations.
12.3    Auditors' Remuneration (for the fiscal year ended 31 December 2010) 

1.   Audit fees
The Company and subsidiaries paid audit fees for the fiscal year to an audit firm which amounted to Baht 7,659,491 and subsidiaries paid audit fees to another audit firm which amounted to Baht 1,352,821. This amount does not include the audit fees paid by associated companies.

2.   Non-audit fees
The subsidiaries paid non-audit fees for agreed upon procedures and other consultant fees for the fiscal year to an audit firm which amounted to Baht 2,594,462. There is no outstanding commitment to pay any fees in the future for uncompleted engagements relating to the year 2010.
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