REPORT OF INDEPENDENT AUDITOR

To THE BOARD OF DIRECTORS AND SHAREHOLDERS OF
LAGUNA ReEsorTs & HoTELs PusLic ComPANY LIMITED

| have audited the consolidated balance sheets of Laguna Resorts & Hotels Public Company
Limited and its subsidiaries as at 31" December 2005, and the related consolidated statements
of earnings, changes in shareholders’ equity, and cash flows for the year then ended, and sepa-
rate financial statements of Laguna Resorts & Hotels Public Company Limited for the same
periods. These financial statements are the responsibility of the management of the Company
and its subsidiaries as to their correctness and the completeness of the presentation. My respon-
sibility is to express an opinion on these financial statements based on my audit. | did not audit
the financial statements of three subsidiaries, Laguna Beach Club Limited, Laguna (1) Company
Limited and Lijiang Banyan Tree Hotel Co,, Ltd., which are included in these consolidated
financial statements. As at 31" December 2005, these subsidiaries had total assets of Baht 1,611.8
million and total revenues for the year then ended of Baht 2717 million. In addition, the separate
financial statements of Laguna Resorts & Hotels Public Company Limited as at 31" December
2005 included investments in the aforesaid subsidiaries accounted for under the equity method
amounting to Baht 494.1 million, and share of loss of the subsidiaries for the year then ended
of Baht 5.5 million. The financial statements of these subsidiaries were audited by their auditors
whose reports have been furnished to me, and my opinion insofar as it relates to the amounts
included for those subsidiaries in the consolidated financial statements and the Company’s
financial statements, is based solely on the reports of the other auditors. The consolidated
financial statements of Laguna Resorts & Hotels Public Company Limited and its subsidiaries,
and the separate financial statements of Laguna Resorts & Hotels Public Company Limited for
the year ended 31" December 2004 were audited in accordance with generally accepted auditing
standards by another auditor of our firm who, under his report dated 4" February 2005,
expressed an unqualified opinion on those statements, and based on the report of the other
auditor of aforesaid subsidiaries dated 24" January 2005.

| conducted my audit in accordance with generally accepted auditing standards. Those standards
require that | plan and perform the audit to obtain reasonable assurance as to whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. | believe that
my audit and the reports of other auditors as referred to in the first paragraph, provides a
reasonable basis for my opinion.

In my opinion, based on my audit and the reports of the other auditors, the financial statements
referred to above present fairly, in all material respects, the financial positions of Laguna Resorts
& Hotels Public Company Limited and its subsidiaries and of Laguna Resorts & Hotels Public
Company Limited as at 31" December 2005 and the results of their operations and cash flows
for the year then ended in accordance with genera”y accepted accounting princip|es.

Lomamopo L.

Rungnapa Lertsuwankul
Certified Public Accountant (Thailand) No. 3516

Ernst & Young Office Limited
Bangkok: 9" February 2006

ASSETS

Current Assets

Cash and cash equivalents

Current investment - fixed deposits

with financial institutions

Trade accounts receivable - net

Amounts due from related companies

Inventories - net

Property development cost - net

Other current assets

Total Current Assets

Non-Current Assets

Restricted deposits at financial institution

Long-term trade accounts receivable

Investments in subsidiaries accounted

for under the equity method

Other long-term investments

Long-term loans to subsidiaries

Property, plant and equipment - net

Land awaiting development

Leasehold rights

Goodwill / (Negative goodwill)

Other non-current assets

Total Non-Current Assets

Total Assets

BALANCE SHEETS

as at 31 December 2005 and 2004

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

The accompanying notes are an integral part of the financial statements.
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BALANCE SHEETs (CONTINUED) STATEMENTS OF EARNINGS

as at 315 December 2005 and 2004 for the years ended 31+t December 2005 and 2004

(Unit : Baht) (Unit : Baht)
CONSOLIDATED THE COMPANY ONLY CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004 2005 2004 2005 2004

ANNUAL REPORT 2005 s1gvuls: 91U 2548

LIABILITIES AND

SHAREHOLDERS’ EQuUITY REVENUES

Current Liabilities Revenues from hotel operations

Short-term loans
from financial institutions

Revenues from property
deve|opment operations

Trade accounts payable Revenues from office rental operations

Current portion of long-term loans Interest income

Amounts due to related companies

Reversal of provision for impairment
Corporate income tax payable in value of other long-term investment
Other current liabilities
Total Current Liabilities
Non-Current Liabilities

Long-term loans from subsidiaries

Other income

Share of profits from investments
accounted for under the equity method

Total Revenues

Long-term loans from related companies
EXPENSES

Long-term loans - net of current portion

Other non-current Liabilities Direct hotel operations expenses

Total Non-Current Liabilities
Total Liabilities
Shareholders’ Equity

Share capital

Direct cost of property
development operations

Direct cost of office rental operations

Selling and administrative expenses

Registered Directors’ remuneration

84,670,143 ordinary shares

Foreign exchange loss
of Baht 10 each

Total Expenses

Issued and paid-up
Earnings Before Interest Expenses

84,670,143 ordinary shares and Income Tax

of Baht 10 each

Premium on ordinary shares

Interest Expenses

Other surpluses Corporate Income Tax

Capital reserve (Loss) Earnings After Income Tax

Revaluation surplus Net Earnings of Minority Interest

In Subsidiaries

Unrealised (loss) gain on
available-for-sale securities

Net (Loss) Earnings before Extraordinary ltem

Currency translation differences

Extraordinary Item - provision for impairment

Retained earnings of fixed assets, attributable to

Appropriated - statutory reserve - Share of profits (loss) from investments

accounted for under the equity method

Unappropriated

- Reversal of provision/(expenses)

Equity Attributable to

- Minority interest
Company’s Shareholders

Minority Interest - equity attributable

to minority shareholders of subsidiaries
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

Net (Loss) Earnings for the Year

Basic Earnings per Share

Net (loss) earnings before extraordinary item

Extraordinary item

Net (loss) earnings for the year

3111
31333
HH

The accompanying notes are an integral part of the financial statements. The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQuUITY

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQuUITY
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STATEMENTS OF CAsH FLows

for the years ended 31t December 2005 and 2004

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

CASH FLOWS FROM (USED IN)
OPERATING ACTIVITES

Net (loss) earnings for the year

Adjustments to reconcile net (loss) earnings to net
cash provided by (paid from) operating activities

Net earnings of minority interest

Interest expenses

Corporate income tax

Earnings before interest expenses and income tax

Adjustments for:

Extraordinary item - (reversal of)
provision for impairment of fixed assets

Depreciation

Amortisation of leasehold rights

Amortisation of (negative goodwill) /
goodwill on consolidation

(Reversal of) allowance doubtful debtors

Share of profits from investments
accounted for under the equity method

Loss on the dissolution of a subsidiary

(Reversal of) allowance for impairment in value
of other long-term investment

Unrealised foreign exchange loss (gain)

Reversal of land devaluation

Loss from sale of fixed assets

Write off fixed assets

Utilised of provision
for impairment of fixed assets

Gain from property sales recognition

Decrease (increase) in operating assets

Trade accounts receivable

Amounts due from related companies

Inventories

Property development cost

Other current assets

Long-term trade accounts receivable

Other non-current assets

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CAsH FLows (CONTINUED)

for the years ended 31t December 2005 and 2004

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

Increase (decrease) in operating liabilities

Trade accounts payab|e

Amounts due to related companies
Other current liabilities

Other non-current liabilities

Net cash from operating activities before
interest and income tax paid

Interest paid

Income tax paid

Net cash from (used in) operating activities
CASH FLOWS FROM (USED IN)
INVESTING ACTIVITIES

Increase in restricted deposits
at financial institutions

Increase of long-term loans to subsidiaries

Purchase of other |ong-term investments

Purchase of investments in subsidiaries

Acquisition of investments in subsidiaries,
net of cash acquired (Note 10)

Dividend received from subsidiaries

Increase in leasehold rights

Cash payments for acquisitions of fixed assets

Cash received from sa|es OF ﬁxed assets

Net cash from (used in) investing activities

CASH FLOWS FROM (USED IN)
FINANCING ACTIVITIES

Dividend payment of the Company
and a subsidiary

Increase (decrease) in bank overdrafts and
short-term loans from financial institutions

Repayment of long-term loans from other
company of a new|y acquired subsidiary

Increase (decrease) of long-term loans from
subsidiaries

Increase (decrease) of long-term loans from
related companies

Draw down of long-term loans

Repayment of long-term loans

Cash received from minority shareholder for
share capital increase of subsidiaries

Net cash from (used in) financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note 23)

The accompanying notes are an integral part of the financial statements.
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NoTeEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

1. GENERAL INFORMATION

Laguna Resorts & Hotels Public Company Limited was incorporated as a public limited company under Thai law
and listed in the Stock Exchange of Thailand on 25" November 1993. Its major shareholder is Banyan Tree Holdings
Pte Ltd.

The Company and its subsidiaries operate in Thailand and principally engage in the hotel business. There are four
hotels in Laguna Phuket, namely Dusit Laguna Resort, Laguna Beach Resort, Sheraton Grande Laguna Phuket and
Banyan Tree Phuket, located in Phuket province and one hotel, the Banyan Tree Bangkok, located in Bangkok. The
subsidiaries also engage in operating a g0|f club (Laguna Phuket Golf C|ub), sales of merchandise (Banyan Tree
Gallery), office and resort rental, property development and lease of furnished condominium units to members on
a time-sharing basis.

The Company’s and some of its subsidiaries’ registered office is located on 21/12A, 21/13, 21/65B, 21/66B, 21/67
Thai Wah Tower |, 6th, 22nd, 23rd Floor, South Sathorn Road, Tungmahamek, Sathorn, Bangkok.

2. BAsis oF CONSOLIDATION

The consolidated financial statements include the financial statements for the years ended 31" December 2005 and
2004 of Laguna Resorts & Hotels Public Company Limited (“the Company”) and its subsidiaries as follows: -

PERCENTAGE OF

PLACE OF

SHAREHOLDING  NATURE OF BUSINESS
INCORPORATION

2005 | 2004
Subsidiaries directly held by the Company
TWR-Holdings Limited
Laguna Holiday Club Limited
Cheer Golden Limited
Laguna Grande Limited

Laguna (3) Limited

Laguna Sports Limited

Wenco-Thai Limited

Banyan Tree Gallery (Thailand) Limited

Banyan Tree Gallery (Singapore) Pte Ltd.
Subsidiaries held through TWR-Holdings Limited

Pai Samart Development Company Limited

Mae Chan Property Company Limited
Phuket Resort Development Limited

Twin Waters Development Company Limited
PT AVC Indonesia

PCD Limited

Laguna Banyan Tree Limited

Lijiang Banyan Tree Hotels Co.,Ltd.
Laguna Beach Club Limited
Laguna (1) Limited

Talang Development Company Limited
Thai Wah Plaza Limited

Thai Wah Tower Company Limited
Thai Wah Tower (2) Company Limited

Laguna Excursions Limited

® Hold land plots for future development.
@ Own the land on which the 4 hotels are situated.
o Liquidated companies.
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NoTEs To FINANCIAL STATEMENTS

for the years ended 31+ December 2005 and 2004

Laguna Resorts & Hotels Public Company Limited (“the Company”) and its subsidiaries (continued):

PERCENTAGE OF
PLACE oF

SHAREHOLDING NATURE OF BUSINESS
INCORPORATION

2005 2004

Subsidiaries held through Laguna Grande Limited

Bangtao (1) Limited

Bangtao (2) Limited

Bangtao (3) Limited

Bangtao (4) Limited

Bangtao Development Limited

Bangtao Grande Limited

Laguna Central Limited
Subsidiaries held through the Company

and three subsidiaries

Laguna Service Company Limited

® Hold land plots for future development.
® Own the land on which the 4 hotels are situated.
o Liquidated companies.

The Company has a 6o percent shareholding in Laguna Beach Club Limited. However, the Company has recog-
nized its share of the profits of this subsidiary at 50 percent in accordance with the profit sharing percentage in the
Articles of Association.

The Company has a 49 percent shareholding in Laguna Excursions Limited. However, the Company has recognised
its share of the profits of this subsidiary at 100 percent in accordance with the profit sharing percentage in the
Articles of Association.

There have been some changes in the composition of the subsidiaries during the year 2005 as follows:

On 8" March 2005, TWR-Holdings Limited, a subsidiary, acquired 100 percent of the shares of Thai Wah Plaza
Limited and its subsidiaries, Thai Wah Tower Company Limited and Thai Wah Tower (2) Company Limited for a total
consideration of Baht 41.5 million. The excess of the cost of acquisition over the fair value of the identifiable net
assets is recorded as ‘Goodwill’ which amounted to Baht 35.4 million at the date of acquisition. This is presented in
the balance sheet and is amortised as an expense on a straight-line basis over 20 years.

Balances and transactions between the Company and its subsidiaries have been eliminated from the consolidated
financial statements. Investments in subsidiaries in the financial statements of the Company only have been elim-
inated with the subsidiaries’ shareholders equity in preparing the consolidated financial statements.

The percentage of the total assets and total revenues of the major subsidiaries in relation to the total assets and
total revenues as included in the consolidated financial statements as at 31" December 2005 are as follows: -
PERCENTAGE OF TOTAL ASSETS PERCENTAGE OF TOTAL REVENUES

SUBSIDIARIES INCLUDED IN THE CONSOLIDATED INCLUDED IN THE CONSOLIDATED
BALANCE SHEETS STATEMENTS OF EARNINGS

(*excluding the investment accounted for under the equity method in Bangtao Grande Limited)
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NoTeEs To FINANCIAL STATEMENTS

for the years ended 31+ December 2005 and 2004

3. SUMMARY OF SIGNIFICANT ACCOUNTING PoLiciEs

The financial statements have been prepared in accordance with accounting standards enunciated under the
Accounting Profession Act B.E. 2547.

Significant accounting policies adopted by the Company and its subsidiaries are summarised below: -
3.1 Revenue recognition
(a) Revenue from hotel operations

- Revenue {rom hOtel OPEratiOnS mainly COmPriSES room Sales, {Ood and bEVerage SalES arld revenues {rom
auxiliary activities, and represents the invoiced value (excluding value added tax) of goods supplied and
services rendered after deducting discounts and service charges.

- Revenue from sales of merchandise (Gallery operation) represents the invoiced value (excluding value-

added tax) of goods supplied after deducting discounts.
(b) Revenue from property development operations
- Revenue from sale of land and houses

Revenues from sale of land and houses are recognised when a legally binding contract is signed and by
app|ying the percentage of comp|etion method. The percentage of comp|etion is arrived at based on actual
costs incurred as compared to the total anticipated construction costs, excluding cost of land, and based
on estimations perFormed by independent engineers. The subsidiaries recognise income when the initial
payment and installments received are at least twenty percent of the contract price and the construction
work is at least ten percent completed. Revenue recognition is discontinued when there are three
consecutive installments overdue.

Revenues from the sale of land are recognised by applying the completion method when the ownership
has been transferred to buyers or all payments are received from the buyers.

- Revenue from sales of furniture in condominium units

Revenue from sales of furniture in condominium units are recognised when furniture is comp|ete|y
installed according to the customers’ specifications.

- Revenue from sale of right to use of condominium units (time-share business)

Revenue from sales of right to use of condominium units under time-share membership is recognised
when a |ega||y binding contract has been signed and the initial payment and installments received amount
to at least twenty—ﬁve percent of the contract price.

(c) Revenues from rental and services

Rental income is recognised over the lease period and the related service income is recognised when
SerViCeS are rendered.

3.2 Cost of land and houses sold

In determining the cost of land and houses sold, the anticipated total development cost (after recognising
the cost incurred to date) are attributed to units already sold and then recognised as cost in the earnings
statement according to the percentage of completion basis.

3.3 Cash and cash equivalents

Cash and cash equivalents include cash on hand, cash at banks and deposits with financial institutions with an

origina| maturity of 3 months or less and without restrictions.
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NoTeEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

3.4 Trade accounts receivable and allowance for doubtful accounts

35

Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided
for the estimated collection losses that may be incurred in the collection of receivables. The allowance is based
on collection experience and current status of receivables outstanding at the balance sheet date.

Property development cost

Property development cost is stated at the lower of cost and net realisable value. Cost comprises cost of land,
design fee, infrastructure, construction and related interest.

In determining the cost of sales of the time-share business, the cost of each condominium unit is divided
equally by the number of weeks in a year and then the cost of each week sold is recognised in the earnings state-
ment on the ﬁrst-in, first-out basis.

Inventories

Inventories are valued at the lower of cost and net realisable value, cost being determined on either the first-

in, first-out or the weighted average basis.

3.7 Investments

3.8

39

Investments in subsidiaries (in the financial statements of the Company) and associated companies are stated
under the equity method of accounting. Under this method, the investment is recorded at cost. For each
subsequent year the investment is adjusted to incorporate the Company’s proportionate share of the operating
results in the subsidiaries and associated companies. Losses over the cost of investment are presented as a
liability under the caption of “Provision for loss on investments in subsidiaries and associated companies”.

Other |ong-term investments

Long-term investments in marketable equity securities which the Company and subsidiaries intend to hold as
available-for-sale are determined at fair value (fair value is based on the latest bid prices quoted by the Stock
Exchange of Thailand on the last working day as of the balance sheet date) and recognise changes in the value
of investments as a separate item under shareholders’ equity under the caption of “Unrealised gain/loss on
available-for-sale securities”.

Long-term investments in non-marketable equity securities which the Company and subsidiaries hold as other
investments are carried at cost.

For long-term investments in both marketable and non-marketable equity or debt securities, a test for
impairment is carried out when there is a factor indicating that such investments might be impaired. Loss on
impairment (hc any) is recognised in the earnings statement.

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is
charged or credited to the earnings statement.

When disposing of part of a particu|ar investment in debt or equity securities, the carrying amount of the
disposed part is determined as the weighted average carrying amount of the total holding of the investment.

Property, plant and equipment
(a) Hotel properties

Hotel properties which consist of land, buildings, fixtures and equipment of buildings are stated at cost less
accumulated depreciation. The Company and subsidiaries initia||y record land, |:>ui|dings, fixtures and
equipment of buildings at cost at the acquisition date. Such fixed assets have been however subsequently

revalued by an independent appraiser, to their fair values. As a po|icy,the revaluation will be performed every
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NoTEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

three years. If within that period, there are factors which may cause significant changes in the value of
assets, the revaluation will be per‘Formed in that year.

(b) Other fixed assets/land awaiting development

Fixed assets other than hotel properties are stated at cost less accumulated depreciation, except for land
and land awaiting development which is stated at revaluation made by an independent appraiser. As a pol-
icy, land revaluation by an independent appraiser will be made every three years. If within that period, there
are factors which may cause significant changes in the value of assets, the revaluation will be
performed in that year.

The differences arising from revaluation are dealt with in the financial statements of the Company and
subsidiaries as follows:

- When an asset’s carrying amount is increased as a result of the revaluation of the Company and sub-
sidiaries’ assets, the increase is credited directly to equity under the heading of “Revaluation surplus”. The
Company’s proportional interest in the surplus from revaluation of the fixed assets of the subsidiaries
(based on the Company’s equity ho|ding in the subsidiaries) is also presented under the caption of
“Revaluation surplus” in shareholders’ equity in the balance sheet. However, a revaluation increase will be
recognised as income to the extent that it reverses a revaluation decrease of the same asset previousiy
recognised as an expense.

- When an asset’s carrying amount is decreased as a result of the revaluation of the Company and
subsidiaries’ assets, the decrease is recognised as an expense in the earnings statement. However, a reval-
uation decrease is to be charged directly against the related “Revaluation surplus” to the extent that the
decrease does not exceed the amount held in the revaluation surplus in respect of those same assets. Any
excess amount is to be recognised as an expense in the earnings statement.

3.10 Depreciation

3.11

Depreciation of plant and equipment is calculated by reference to its cost or reappraised value on a straight-
line basis over estimated useful lives as follows: -

Buildings and improvements 10-50 years
Furniture, fixtures and equipment 5-15 years
Operating and office equipment 3-10 years
Golf course 5-10 years
Motor vehicles 5 years

No depreciation has been provided for land and construction in process.

Depreciation on revalued/devalued assets is calculated on the straight-line method, based on the revalued
amount of the fixed asset and its remaining useful life. Depreciation is included in determining earnings.

The amount of the surplus amortised is the difference between depreciation based on the revalued carrying
amount of the asset and depreciation based on the asset’s original cost. Amortisation is transferred to the
earnings statement.

Leasehold rights and amortisation

Leasehold rights are stated at cost less accumulated amortisation and any impairment losses (if any).
Amortisation of leasehold rights are calculated by reference to their costs on a straight-line basis over the fol-
|owing leasehold periods: -

Land 40  years
Hotel units 20 years

The leasehold period is in line with the underlying lease of the respective assets.

ANNUAL REPORT 2005

LAGUNA ResorTs & HoTeLs PusLic ComPANY LIMITED

3.12

3.1

ES

315

3.16

NoTEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

Goodwill and negative goodwiii

Goodwill is generated as a result of investments in subsidiaries being made at a cost higher than the fair value
of identifiable net assets of subsidiaries.

Negative goodwill is generated as a result of investments in subsidiaries being made at a cost lower than the
fair value of identifiable net assets of subsidiaries.

Goodwill and negative goodwi” are stated at cost less amortisation and any impairment losses (it any).
Amortisation is calculated on a straight-line basis over 20 years for hotel operation acquisitions, and over three
years for other business acquisitions.

Foreign currencies

Foreign currency transactions during the year are translated into Baht at the rates of exchange ru|ing on the
transaction dates. Monetary assets and liabilities in foreign currency outstanding on the balance sheet date are
translated into Baht at the rates ruiing on the balance sheet date.

Exchange gains and losses are included in determining earnings.

The financial statements of the subsidiaries and associated companies incorporated overseas are translated to
Thai Baht at the closing exchange rate for assets and liabilities, and at the average exchange rate for revenues
and expenses. The resulting difference has been shown under the caption of “Currency translation
differences” in the shareholders’ equity.

Provident fund

The Company and its subsidiaries and their employees have jointly established a provident fund as approved
by the Ministry of Finance in accordance with the Provident Fund Act (B.E. 2530). Contributions are made to
the fund by both employees and the Company and its subsidiaries and will be paid to employees upon
termination in accordance with the rules of the Company and its subsidiaries’ provident fund.

Basic earnings per share

Basic earnings (loss) per share is calculated by dividing the net earnings (loss) for the year by the weighted
average number of ordinary shares in issue during the year.

Use of accounting estimates

Preparation of financial statements in com(ormity with generaily accepted accounting principles requires
management to make estimates for certain accounting transactions, impacting amounts reported in the
financial statements and notes related thereto. Subsequent actual results may differ from these estimates.
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4. TRADE AccouNTs RECEIVABLE - NET

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

Trade accounts receivable - hotel operations

Less : Allowance for doubtful accounts

Trade accounts receivable - hotel operations, net

Trade accounts receivable - sales of property

- Installments due

- Unbilled receivable (not yet due)

Current portion of long-term trade
accounts receivable (Note o)

Total
Less : Allowance for doubtful accounts

Trade accounts receivable-sales of property, net

Trade accounts receivable, net

The aging of the outstanding balance of trade accounts receivable - hotel operations are as follows:-
(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

Less than 30 days

31 - 6o days

61 - 9o days

91 - 120 days

More than 120 days

Trade receivable - hotel

P

Total
Less : Allowance for doubtful accounts
ons,net as2ars Bl 57693200 Cossralll  cosiokisll

Additional information on trade accounts receivable - sales of property are as follows:- "
(Unit : Baht)

CONSOLIDATED

Total value of contracts signed

Installments due

Less : Collections

Accounts receivable - installments due

Revenues recognised

Less : Installments due
Long-term trade accounts receivable -

installment receivable (Note o)

Unbilled receivable (not yet due)

Unbilled receivable (not yet due) represents final payments which have not yet been received from customers, but

which are recognised as income under the percentage of completion method.
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RELATED PARTY TRANSACTIONS

During the years, the Company had significant business transactions with its subsidiaries and related companies
(related by way of shareholding, common shareholders, directors and/or management). Such transactions are
summarised below. Signiﬁcant transactions are disclosed separately and non-significant transactions have been
grouped.

Transactions between the group (the Company and its subsidiaries) and related companies

(Unit : Million Baht)

2004 PRrRICING POLICY

Reimbursement 01( costs

Inter resort charges

Credit card commission

Commission on spa guests

Resort service charges

Management fees

(t
(
(
(
(

(
(
(
(
(
(
(
(
(
(
(
(
¢
¢
¢
¢
¢
G
(4) agreed basis N
(5) agreed basis
(2

Rent and service

TE R e R e e e e

(n
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(Unit : Million Baht) (Unit : Million Baht)

2004 PRICING POLICY PAYEE NG 2005 2004 PRICING POLICY

Purchase of goods Reimbursement of costs

Rental return on hotel units

Purchase of Gallery Vouchers

Purchase of Spa Vouchers

Interest

Transactions between subsidiaries (eliminated from consolidated financial statements Inter resort charges
(Unit : Million Baht)
PAYEE PAYER 2004 PRICING POLICY
Interest

Reimbursement of costs Credit card commission

Resort service cha rges

Management fees
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2004

Rent and service

Guarantee fee

Purchase of goods

Purchase of investment

Purchase of land

Purchase of Gallery Vouchers

Purchase of condominium
units and townhomes

Purchase of water

Purchase of books

Dividend income

ANNUAL REPORT 2005
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(Unit : Million Baht)

PRICING POLICY

LRH
Subsidiaries

BGL
BTD
BTG(S)
BTG(T)
BT3
BT4
CGL
LBC
LBTH
LBTL
LGL
LHC
LSC

L1

L3
MCP
PKRD
PSD
TWDC
TWPL
TWRH
TWT
TWT2

NoTEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004
Laguna Resorts & Hotels Public Company Limited

Bangtao Grande Limited

Bangtao Development Limited

Banyan Tree Gallery (Singapore) Pte Ltd.
Banyan Tree Gallery (Thailand) Limited
Bangtao (3) Limited

Bangtao (4) Limited

Cheer Golden Limited

Laguna Beach Club Limited

Lijiang Banyan Tree Hotel Co., Ltd.
Laguna Banyan Tree Limited

Laguna Grande Limited

Laguna Holiday Club Limited

Laguna Service Company Limited
Laguna (1) Limited

Laguna (3) Limited

Mae Chan Property Company Limited
Phuket Resort Development Limited

Pai Samart Development Company Limited
Twin Waters Development Company Limited
Thai Wah Plaza Limited*

TWR - Holdings Limited

Thai Wah Tower Company Limited*
Thai Wah Tower (2) Company Limited*

(*Those companies’ status has been changed from related companies in the prior year to subsidiaries since March
2005. Their transactions of 2004 and 2005 have been grouped in ‘Transactions between subsidiaries’ for compari-

son purposes).

Related companies (related by way of common shareholders, directors and/or management)

BTHL
BTHR
BTR
BTRS
BTRS(T)

BTS
Dusit
MA
PTBH
TDC
TWC
TWFP
VM

Banyan Tree Holdings Pte Ltd.

Banyan Tree Hotels & Resorts Pte Ltd.

Banyan Tree Resorts Ltd.

Banyan Tree Resorts (Seychelles) Limited

Banyan Tree Resorts and Spas (Thailand) Company Limited
(previously named ‘Banyan Tree Spa Company Limited’)
Banyan Tree Spas Pte Ltd.

Dusit Hotels and Resorts Company Limited

Maldives Angsana Pvt Ltd.

PT. Bintan Hotels

Tapioca Development Corporation Limited

Thai Wah Public Company Limited

Thai Wah Food Products Public Company Limited
Vabbinvest Maldives Pvt Ltd.
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The nature, pricing and agreements relating to the above transactions are summarised as follows:

@

Loans to subsidiaries and between group companies are unsecured and are denominated in Thai Baht. The
loans carry interest at a rate equai to the lenders’ borrowing costs per annum pius a margin of 11 percent.
Prior to 1" July 2005 loans made by Laguna Holiday Club Limited to other subsidiaries, were charged at inter-
est rate of 6 percent per annum. The loans are repayabie on demand, however it is expected that those loans
would not be called for repayment in the short-term. Therefore such loans are recorded as non-current
assets/liabilities in the balance sheet.

Costs are often incurred in one company within the group which are reimbursed by the company to which
the expense relates. Actual costs are reimbursed with no handling costs applied.

These charges relate to goods and services that are consumed by customers in one part of Laguna Phuket
but are billed centraiiy to the customer at the hotel at which the customer is staying. Such charges relate to
meals at restaurants, golf fees, treatments at spa and goods purchased at shops in the resort. On receiving
the funds centrally from the customer, the hotel reimburses the company in which the goods and services
are consumed. Actual receipts are paid and handling charges are not charged with the exception of credit
card commission which is disclosed separately in (4) below. Such inter resort charges are also incurred at the
Banyan Tree Bangkoi( primarily for treatments of spa and goods purchased in the shops.

As noted in (3) above these commissions relate to instances where monies are received in a different
company in which the revenue was earned. As credit card commissions are deducted from the gross receipts
of customers, this transaction passes on the cost to the company in which the revenue is recognised. The
rates charged range from 2 percent to 4 percent of the revenue and are based on the actual commissions
charged by the credit card companies.

These charges relate to commissions earned by LBC for its guests that it provides to the c|ose|y located Spa.
This commission is paid by the Spa to incentivise LBC to market the Spa's facilities to its guests. The rates
charged range from 5 percent to 10 percent of spa revenue based on the number of guests that LBC
provides to the Spa each month.

Resort service charges to the hotel operations relate to revenue of Laguna Service Company Limited which
provides centralised services to each operation in the group located at Laguna Phuket at the following rates:

- Utility charge at the determined price and actual usage
- Laundry charge

- Beach cleaning, transportation charges,
computer training centre and staff buses

at the price based on cost plus a certain margin

based on actual cost

- Marketing fee at the rate of 1 percent of the hotel operations’

prior year revenue

The employees of LRH provide architectural services and manage projects that are undertaken during the
year. The contracted fee for project management is set at a rate of 5 percent of the actual or budgeted costs
of the project and the contracted fee for architectural services at a rate of 6.5 percent of construction for the
first Baht 10 million, 5.5 percent of construction cost between Baht 10 million and 30 million, 4.75 percent of
construction cost between Baht 30 million and 50 million, 4.5 percent of construction cost between Baht 50
million and 100 million, 4.25 percent of construction cost between Baht 100 million and 200 million, 375
percent of construction cost between Baht 200 million and 500 million and 3.4 percent of construction cost
above Baht 500 million.

The terms of the operating agreements are disclosed in note 24. The payment terms of the contracts are as
follows:

(i) The management contract of the Banyan Tree Phuket pays a basic management fee of 2 percent of total
revenue and an incentive fee of 7.5 percent of gross operating profit.
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(if) This relates to a Technical Assistance Agreement to conduct the gohc business. The terms of the agreement
set a basic management fee of 3 percent of total revenue and an incentive fee of 10 percent of gross
operating proﬁt.

(iii) The management contract of the Banyan Tree Bangkok pays a basic management fee of 3 percent of
total revenue, an incentive fee of 10 percent of gross operating profit.

(iv) The management contract of the Dusit Laguna Resort pays a basic management fee of 2 percent of
total revenue and an incentive fee of 5 percent of gross operating proﬁt. In addition the sharing of
promotional campaigns and adverts incurred by the Dusit Thani corporate head office are reimbursed.

(v) Pursuant to the management contract, expenses relating to the sharing of promotional campaigns and
adverts, sales staff salaries, central reservations and international sales offices incurred by the Banyan
Tree corporate head office shall be charged as follows:

- Group marketing services shared on a group basis are based on 3 percent of the budgeted
revenues of the hotels.
- Reservation Service fees are 1 percent of room revenue plus USD 10 per reservation transaction.

All management fees are consistent with industry practice and the share of group marketing costs incurred
by LBTL, LRH and TWPL are the reimbursement of costs beneﬁting each of the hotels. As a result these
transactions are on normal commercial terms and conditions.

These transactions relate to:

(i) Sale of goods from BTG(T) to other subsidiaries and related companies whose operations are located
in Thailand are priced at a 15 percent to 45 percent discount to the retail price.

(i) Sale of goods from BTG(T) to BTG(S) are priced at cost plus a handling fee of 5 percent. In this instance
BTG(T) acts as a purchasing agent on behalf of BTG(S) in order to centralise the purchasing function.
This arrangement also applies for the sale of goods from BTG(S) to BTG(T).

(iii) Sale of guest supplies for the hotels from BTG(S) and BTG(T) to other related companies are priced at
cost plus a certain margin.

These transactions relate to rent paid for premises and land and are on the following basis:

(i)  Rental of hotel premises and service income is on the basis of 5 percent to 11.5 percent of sales revenue
which is dependent on criteria such as the location, budgeted sales, term of the lease, size of area leased
and type of operation.

(i) Rental or rental and service income of office space with monthly rent varying from Baht 350 to Baht 556
per square metre which is dependent on criteria such as the location, term of the lease, and size of area
leased.

(iii) Rental of space and service in Canal Village for LHC and the property sales office. The rates charged
range from Baht 550 to Baht 830 per square metre per month.

(iv) Forthe year 2004, rental of land on which hotel operations are located are on basis of Baht 0.8 million
per annum.

(v)  For January - July 2004, rental of land on which hotel premises are located are on the basis of Baht 13.8
million per annum.

(vi) For January - July 2004, rental of land on which hotel operations are located are on the basis of Baht 1.5
million per annum.
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(vii) Up until 31" July 2004, the rental of marquee was rented on normal commercial terms. From 1" August
2004, no rental charges for the use of the marquee are being charged to the operations.

(viii) For January - July 2004, rental of land on which the shopping village and staff dormitory are located are
on the basis of Baht 0.5 million and Baht 1.3 million per annum.

(ix) For January - July 2004, rental of land on which hotel premises are located are at the rate of Baht 4.7
million per annum.

(x) Rental of land and lagoon on which hotel operations and Canal Village are located are at Baht 85,000
and 8,500 per rai per annum respectively, starting in August 2004.

(xi) Rental of land on which Laguna Phuket Golf Club is located at Baht 8,500 per rai per annum, starting
in August 2004.

(xii) Rental of office building units is on the basis of Baht 5 million per annum.
(iii) Rental on hotel premises is on the basis of Baht 937 per square metre per month.

(xiv) Rental and service fee for the fitness centre located at the Banyan Tree Spa Bangkok is at the rate of
Baht 348 per square metre per month.

(xv) Rental of land on which hotel premise is located is on the basis of Baht 2.6 million per annum.

(11)  This relates to a Management Agreement to manage the hotel units of CGL in the Angsana Resort & Spa
on Bintan Island, Indonesia under which CGL receives a return of 15 percent per annum on the investment

of the leasehold rights.

(12)  LSC purchases water from LGL, the Company that owns the lagoons from which the water is sourced, at a
rate of Baht 2 per cubic metre.

(13)  Purchase of Banyan Tree Spa and Banyan Tree Gallery vouchers for distribution to management to provide
an additional benefit scheme. The vouchers will be issued yearly to qualifying executives and will be valid
only within the year of issue.

(14) The sale and purchase of land in Phuket was made among 100 percent owned subsidiaries and was set at a
level based on the official Land Department valuation.

(15)  This transaction relates to the purchase of condominium units by LHC for use as inventory in the time-share
business and is based on the market price.

(16) Guarantee fee was charged on 1 percent of net book value of TWT’s total assets whereby TWPL has placed
these assets as collateral for its bank loans.

(17)  Aloan has been provided by BTHL to LBTH to fund the construction of the Banyan Tree Lijiang amount-
ing to US$ 4.4 million. The term of the loan is for two years from the date of drawdown and interest is
charged at a rate of 6 percent.

The Company has contingent liabilities in respect of letters of guarantee issued to banks to guarantee facilities of
its subsidiaries as follows: -

(Unit : Million Baht)

31" DECEMBER 2005 31" DECEMBER 2004

Long-term loan facilities

Short-term loan facilities
Clean bill facilities

Overdrafts and bank guarantee facilities

Forward exchange contract

NoTeEs To FINANCIAL STATEMENTS

for the years ended 31+ December 2005 and 2004

Subsidiaries have contingent liabilities in respect of letters of guarantee issued to banks to guarantee facilities of
the Company and other subsidiaries as follows:-

(Unit : Million Baht)

31" DECEMBER 2005 31" DECEMBER 2004

Long-term loan facilities

Short-term loan facilities

Overdrafts and bank guarantee facilities

Forward exchange contract

The signiﬁcant outstanding balances owing from/to its related companies have been separateiy shown in the
balance sheets as follows:-

Amounts due from related companies (Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

Subsidiaries

Laguna Grande Limited

Laguna Service Company Limited

Bangtao Grande Limited

Laguna Banyan Tree Limited

Laguna Beach Club Limited
TWR-Holdings Limited

Thai Wah Tower (2) Company Limited *
Others

B B v e |
Related companies
Banyan Tree Resorts and Spas
(Thailand) Company Limited

Banyan Tree Hotels & Resorts Pte Ltd.

Banyan Tree Holdings Pte Ltd.

Vabbinvest Maldives Pvt Ltd.

Thai Wah Plaza Limited*

Banyan Tree Resorts (Seychelles) Ltd.

Maldives Angsana Pvt Ltd.

PT Bintan Hotels - Angsana Bintan

PT Bintan Hotels - Banyan Tree Bintan

Banyan Tree Spa Shanghai

Banyan Tree Resorts Ltd.

Banyan Tree Resorts (Australia) Pty Ltd.

Others
24605500 26100850 605000 7366580
244843300 26000850 acso Ml 9869380
B B B B |
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Long-term loans to subsidiaries

The movements in long-term loans to subsidiaries during the year are as follows:-
(Unit : Baht)

THE COMPANY ONLY

REPAYMENT

31" DECEMBER 2005

31" DECEMBER 2004 ApDITION

Banyan Tree Gallery (Singapore) Pte Ltd.
Laguna (3) Limited

Laguna Service Company Limited
Thai Wah Plaza Limited*
TWR-Holdings Limited

Amounts due to related companies (Unit : Baht)
CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

Subsidiaries

Laguna Service Company Limited

Laguna Grande Limited
Bangtao Grande Limited
Laguna Banyan Tree Limited
Thai Wah Plaza Limited*
Others

Related companies
Banyan Tree Resorts and Spas (Thailand)
Company Limited
Banyan Tree Properties Pte Ltd**
Banyan Tree Hotels & Resorts Pte Ltd.
Angsana City Club Taichung
Banyan Tree Holdings Pte Ltd.
Banyan Tree Spa Shanghai
Thai Wah Food Products Public Company
Limited
Others

(¥Thai Wah Plaza Limited and Thai Wah Tower (2) Company Limited’s status has changed from being related companies to subsidiary companies since

March 2005).
(**Previously named ‘Wah Chang Holdings Ltd.)
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Long-term loans from subsidiaries

The movements in |ong-term loans from subsidiaries during the year are as follows:-
(Unit : Baht)

THE COMPANY ONLY

ApDITION REPAYMENT

31" DECEMBER 2004

31" DECEMBER 2005

Laguna Grande Limited
Laguna Ho|ic|ay Club Limited
Wenco-Thai Limited
TWR-Holdings Limited

Long-term loans from related companies

The movements in long-term loans from related companies during the year are as follows:- (Unit: Bah)
nit : Baht

Related company CONSOLIDATED

31" DECEMBER 2004 ADDITION REPAYMENT 31" DECEMBER 2005

Banyan Tree Ho|dings Pte Ltd.

N 92T 2 .
As at 31" December 2005, accrued management, incentive and marketing fees payable to Dusit Hotels and Resorts

Company Limited of approximately Baht 4.3 million (2004: Baht 3.6 million) have been included in ‘Other current
liabilities’.

(Unit : Baht)

THE COMPANY ONLY

INVENTORIES - NET

CONSOLIDATED

2005 2004 2005 2004

Food and beverage

Finished goods and supplies

Less: Allowance for obsolete inventories

Inventories - net

(Unit : Baht)

PROPERTY DEVELOPMENT CosT - NET
CONSOLIDATED

2005 2004

Property for sale under time-share membership

Completed buildings
Land

Property under construction

Less: Allowance for diminution in market value of property under construction

Property deve|opment cost - net
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8. OTHER CURRENT ASSETS

CONSOLIDATED

2005

Value added tax
Prepaid expenses and withholding tax

Advance to suppliers and staff

Loan to subsidiaries shareholders

Forward exchange contract

Interest receivable
Others

(Unit : Baht)
THE COMPANY ONLY

2004 2005 2004

9. LONG-TERM TRADE ACCOUNTS RECEIVABLE

Long-term trade accounts receivable consists of:

91 Secured financing provided to customers of property sales which are mainly denominated in United States

Dollars and bear interest at a rate of 5 percent per annum over the Singapore Inter Bank Offered Rate

(SIBOR). The loan periods vary from 5 to 15 years.

9.2 Installments receivable from property sales which bear interest at a rate of g percent, 9.75 percent and 12 per-

cent per annum and installments are repaid over a period of 3 to 5 years.

Long-term trade accounts receivable are repayable as follows:

Within one year (Note 4)

Between 2 - 4 years

Between 5 years and after

Long-term trade accounts receivable

Total (Note 4)

Within one year (Note 4)

Between 2 - 4 years

Between 5 years and after

Long-term trade accounts receivable

Total (Note 4)
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(Unit : Baht)

CONSOLIDATED - 2005

LOAN INSTALLMENT
RECEIVABLE RECEIVABLE

(Unit : Baht)
CONSOLIDATED - 2004

LOAN INSTALLMENT
RECEIVABLE RECEIVABLE

NoTEs To FINANCIAL STATEMENTS

for the years ended 315t December 2005 and 2004

10. INVESTMENTS IN SUBSIDIARIES ACCOUNTED FOR UNDER THE EQUITY METHOD

Paip-up PERCENTAGE
SHARE CAPITAL OF HOLDING

2005 2004 2005 2004

MiLLion | MiLLioN
BaHT BAHT

% %

TWR—Ho|dings Limited

Subsidiaries held through
TWR-HoHings Limited

Pai Samart Development
Company Limited

Mae Chan Property
Company Limited

Phuket Resort Development Limited

Laguna Banyan Tree Limited*
PCD Limited

Laguna Beach Club Limited **
Laguna (1) Limited

PT AVC Indonesia

Talang Development
Company Limited

Lijiang Banyan Tree Hotel
Co.,Ltd.

Twin Waters Development
Company Limited

Thai Wah Plaza Limited

Thai Wah Tower Company Limited

Thai Wah Tower (2) Company Limited

Laguna Excursions Limited

Laguna Grande Limited

Subsidiaries held through
Laguna Grande Limited

Bangtao (1) Limited

Bangtao (2) Limited

Bangtao (3) Limited

Bangtao (4) Limited

Bangtao Development Limited

Laguna Central Limited

Bangtao Grande Limited

Other subsidiaries
Laguna Service Company Limited”
Banyan Tree Ga”ery (Thailand) Limited

Wenco-Thai Limited **
Laguna Holiday Club Limited
Laguna Sports Limited

THE ComMPANY ONLY

INVESTMENT INVESTMENT
AT COST METHOD AT EQUITY METHOD

2005 2004 2005 2004

MiLLioN | MiLLion
BAHT BAHT

BAHT BAHT
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THE CompANY ONLY

Paip-up PERCENTAGE INVESTMENT INVESTMENT
SHARE CAPITAL OF HOLDING AT COST METHOD AT EQUITY METHOD

2005 2004 2005 2004 2005 2004 2005 2004

MiLLion | MiLLion MiLLioN | MiLLioN
BAHT BAHT E E BAHT BAHT e g

Banyan Tree Gallery (Singapore) Pte Ltd. i

Laguna (3) Limited
Cheer Golden Limited

Total investments
in subsidiaries

(*  Laguna Banyan Tree Limited is held 49 percent by the Company and 51 percent through TWR-Holdings Limited)
(" Laguna Beach Club Limited is held 10 percent by the Company and 50 percent through TWR-Holdings Limited)
(** Wenco-Thai Limited is held 51 percent by the Company and 49 percent through TWR-Holdings Limited)

(- Laguna Service Company Limited is held by the Company and 3 subsidiaries)

The Company has a 60 percent shareholding in Laguna Beach Club Limited. However, the Company has recog-
nised its share of the profits of this subsidiary at 50 percent in accordance with the profit sharing percentage in
the Articles of Association.

The Company has a 49 percent shareholding in Laguna Excursions Limited. However, the Company has recog-
nised its share of the profits of this subsidiary at 100 percent in accordance with the profit sharing percentage in
the Articles of Association.

On 28'hjanuary 2005, Laguna Banyan Tree Limited, a subsidiary, injec‘ted additional paid-up share capital to Lijiang
Banyan Tree Hotel Co., Ltd. amounting to US dollars 3.2 million, which was in proportion to its 70 percent interest
in that company.

On 25" February 2005, PCD Limited, a subsidiary, increased its paid-up share capital by Baht 7.4 million through
the issue of 74,000 ordinary shares at a par value of Baht 100. These shares were sold to TWR-Holdings Limited,
a subsidiary, at par value.

On 25" February 2005, Laguna Sports Limited, a subsidiary, increased its paid-up share capital by Baht 28.5 million
through the issue of 285,000 ordinary shares at a par value of Baht 100. These shares were sold to the Company
at par value.

As at 8" March 2005, TWR-Holdings Limited purchased a 100 percent interest in Thai Wah Plaza Limited and its
subsidiaries, Thai Wah Tower Company Limited and Thai Wah Tower (2) Company Limited for a total consideration
of Baht 41.5 million. The assets of Thai Wah Plaza Limited and its subsidiary companies predominantly comprise
of the Banyan Tree Bangkok and office buildings in Thai Wah Tower I and Thai Wah Tower I1, all of which are locat-
ed on Sathorn Road in Bangkok. The fair value of the land and property and plant and equipment acquired as a
result of this purchase amounted to Baht 2,185.8 million. The excess of the cost of acquisition over the fair value
of the identifiable net assets is recorded as “Goodwill” which amounted to Baht 35.4 million at the date of acqui-
sition. This is presented as “Goodwill” in the balance sheet and is amortised as an expense on a straight-line basis

Over 20 years.

The following table summarises the fair value of assets acquired and liabilities assumed at the date of acquisition,
and the cash flows on acquisition of Thai Wah Plaza Limited and its subsidiaries.
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for the years ended 31+t December 2005 and 2004

(Unit : Baht)

Total assets
Total liabilities

Fair value of net tangib|e assets acquired
Goodwill

Total consideration (cost)

Less: Cash and cash equivalents of the subsidiaries

Net cash inflow from acquisition of the subsidiaries

On 17" June 2005, Laguna Banyan Tree Limited, a subsidiary, injected additional paid-up share capital to Lijiang
Banyan Tree Hotels Co., Ltd. amounting to US dollars 1.9 million, which was in proportion to its 70 percent inter-
est in that company.

A resolution of the extraordinary meeting of the shareholders of Laguna Sports Limited and PCD Limited was held
on 31" May 2005 which authorised their dissolution, and both subsidiary companies registered their dissolution
with the Ministry of Commerce on 6" July 200s.

On 25" November 2005, the Company has invested in the 24,500 ordinary shares of a newly established company,
Laguna Excursions Limited, with a par value of Baht 100 each, at a price of Baht 2,450,000.

As at 31" December 2005 and 2004, the 2,450,000 ordinary shares of Laguna Banyan Tree Limited have been
pledged with a bank to secure a long-term loan of the Company.

As at 31" December 2005, the 10,188,203 ordinary shares of Thai Wah Plaza Limited have been pledged with a bank
to secure a long-term loan of the Company.

Changes in Goodwill (Negative goodwill) on consolidation balances during the year can be summarised as follows: -

(Unit : Baht)
GoobpwILL NEGATIVE GoODWILL

Cost:

As at 1" January 2004

As at 31" December 2004

Increase from new investment
in a subsidiary company

As at 31 December 2005

Accumulated amortisation:

As at 1 January 2004

Charge for the year

As at 31" December 2004

Charge for the year

As at 31" December 2005

Net book value:

As at 31" December 2004

As at 31" December 2005

Amortisation of goodwill is included in ‘administrative expenses’ in the profit and loss account. Amortisation of
negative goodwill is included in ‘other income’ in the profit and loss account.
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for the years ended 315t December 2005 and 2004

11. PROVISION FOR Loss ON INVESTMENT IN AssocIATED COMPANY

12,

(Unit : Baht)

CONSOLIDATED

PaiD-up PERCENTAGE INVESTMENT INVESTMENT

SHARE CAPITAL OF HOLDING

2005 2004 2005

MiLLion MiLLioN
BAHT BaHT

Ownrep Project
Services Pte Ltd.

now temporarily ceased its operations.

OTHER LONG-TERM INVESTMENTS

Investment in available-for-sale securities

%

Thai Wah Public Company Limited

Addition

Add: Unrealised (loss) gain on investment

Investment, at market price

Investments in other companies

Hua Hin Beach Resorts Company Limited

Less: Allowance for diminution in value

TRL Investments Ltd.

Tropica| Resorts Limited

Total investments in other companies

Total other long-term investments

made outlined below:

AT COST METHOD AT EQUITY METHOD

2004

Ownrep Project Services Pte Ltd. was incorporated in Singapore and engages in project consulting service. It has

(Unit : Baht)
CONSOLIDATED THE COMPANY ONLY

2005 2004 2005 2004

At the end of 2003 the legal form of Tropical Resorts Limited (TRL) was restructured with the various changes

- TRL Investments Ltd. (TRLI) was established with the same shareholders and same shareholding interests as
TRL, with the shareholders of TRL purchasing TRLI shares in proportion to their respective shareholdings in

TRL.

- The valuable asset of TRL, comprising its shareholding in a company, was transferred to TRLI significantly

below their market value.

As a result of the restructuring of the legal form of TRL as described above, TWR-Holdings Limited (a subsidiary
which holds those two investments) reallocated the values of its investments in TRL and TRLI in accordance with
the values of the assets belonging to each company. At present the net worth of the combined investments in TRLI

and TRL is greater than their origina| costs. Therefore, the provision for impairment in value of Baht 40.6 million

which was previously recorded as an expense in 2001 was reversed and recognised as income in the year 2004.
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13. PROPERTY, PLANT AND EQUIPMENT
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for the years ended 31t December 2005 and 2004

VEHICLES IN PROGRESS
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BuiLbinG

EQUIPMENT

DORMITORY

EQUIPMENT

EQUIPMENT

IMPROVEMENT
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for the years ended 31+t December 2005 and 2004 for the years ended 31+ December 2005 and 2004
2,: As at 31" December 2003, certain bui|dings and equipment of the Company and its subsidiaries have been fu||y
i depreciated but still in use. The original cost, before deducting accumulated depreciation, of those assets amounted
5 to Baht 794.3 million. (the Company only: Baht 244.9 million).

Property, plant and equipment

On 8" March 2005, the Company's subsidiary purchased a 100 percent interest in Thai Wah Plaza Limited and its sub-
sidiary companies. The fair value of the land and property and plant and equipment acquired as a result of this pur-
chase amounted to Baht 2,185.8 million.

CoNsTRUCTION
IN PROGRESS

The hotel properties and land were reappraised by an independent professiona| appraisa| company in its report
dated 1" November 2004. The revaluation was conducted using the ‘Replacement Cost’ basis for hotel properties
and a “Fair Market Value” basis for land.

MoTor
VEHICLES

As at 31" December 2005, a land area of approximately 1,024 Rai (2004: 579 Rai), at the fair value of Baht 3,168 million
(2004: Baht 1,764 million), and hotel buildings, fixtures, and equipment have been mortgaged to secure bank over-
drafts, short-term loan and long-term loan facilities, and forward exchange contracts of the Company and its
subsidiaries.

FURNITURE,
FIXTURES AND
OFFICE EQUIPMENT

On 26" December 2004, Phuket experienced a Tsunami. The hotel businesses of the Company and its subsidiaries
which include Dusit Laguna Resort, Sheraton Grande Laguna Phuket, Banyan Tree Phuket and Laguna Beach

BuiLbing
AND STAFF

DORMITORY

Resort were affected by this disaster, although the impact on the hotels was minimal when compared to other
areas of Phuket. The extent of the damage was limited to restaurants close to the beach and furniture, fixtures and
equipment of these restaurants, and less than 50 guest rooms. However, the Company and its subsidiaries are
insured for property damage as a result of Acts of God, which includes a Tsunami. A provision for impairment of
the fixed assets destroyed or damaged as a result of the Tsunami was recorded in the financial statements for the

ASSETS CARRIED AT COST

ToTAL
HOTEL ASSETS

year 2004 amounting to Baht 45 million. Subsequently in 2005, the Company and its subsidiaries repaired and
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renovated guest rooms, restaurants, furniture, fixtures and equipment in order to continue its normal business
operations and has written off the assets that no longer can be used. Therefore the provision for impairment
included in the financial statements for the year 2004 has been reversed in the current year.

OPERATING
AND OFFICE
EQUIPMENT

As a result of the Tsunami and the damage caused, this has adversely impacted the level of business activity of the
hotel operations of the Company and its subsidiaries. Management considers that the impact has been limited to
the short-term with the long range prospects being little affected. Moreover the Company and its subsidiaries are
insured for business interruption which will provide a level of compensation for the reduction in business levels

FURNITURE,
FIXTURES AND
EQUIPMENT

resulting from the damage caused by this event.

At present the Company together with the insurance company is in the process of determining the level of
compensation resulting from this event.

BuiLbinGg

Land awaiting deve|opment

Land awaiting development in Phuket, Chiang Rai and Mae Hong Sorn provinces was revalued on a “Fair Market
Value” basis by an independent professional appraisal company in its report dated 1" November 2004.

LAND AND
Lanp
IMPROVEMENT

As at 31" December 2005 and 2004, land awaiting development in Phuket province of approximately 45 Rai, at a

c fair value of Baht 164 million, has been mortgaged to secure bank overdrafts, short-term loan facilities and |0ng-
w o wn < | n 2 < w < wn et
g2 gl .28 =8/, |8 gl .88 term loan facilities of the Company.
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NoTEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

14. LEASEHOLD RIGHTS

Cost

As at 1™ January 2004

Addition

Exchange rate adjustment 2004

As at 31" December 2004

Exchange rate adjustment 2005

As at 31" December 2005

Accumulated amortisation

As at 1" January 2004

Amortisation of 2004

As at 31" December 2004

Amortisation of 2005

As at 31" December 2005

Net

As at 31" December 2004

As at 31" December 2005

(Unit : Baht)

HoTeL UNiTs

Leasehold rights of land is amortised over the term of the lease of 40 years from January 2005 to December 2044.

Leasehold rights of hotel units is amortised over the term of the lease of 20 years from July 2002 to June 2022.

15. OTHER CURRENT LIABILITIES

2005

Accrued expenses

Advance receipts from customers

Other accounts payable

Service charge payab|e to hotel staff

Value added tax payable

Accrued rental to villa owners

Forward exchange contract

Unearned income

16. LONG-TERM LOANS

2005

Secured

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2004 2005 2004

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2004 2005 2004

Long-term loans are repayable as follows:
Within one year
Between one and two years
Between three and five years
Over five years
30947877430 700,000,000 1,052000,0000  400,000,6080
I N TS .
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for the years ended 315t December 2005 and 2004

Long-term loans ist of the foll

(Unit : Baht)

CONSOLIDATED THE COMPANY ONLY

2005

The Company

(1) Bahtloan from a bank, with a facility of Baht 800 million,
at an interest rate of 5.25 percent per annum for the
first two years and at MLR per annum for the remain-
ing years.

On 25" November 2003, the fixed rate at 5.25 percent
per annum was revised to 4.60 percent per annum
with effect from December 2002. The MLR was also
revised to be at a fixed rate at 3.75 percent per annum
with effect from January 2004, repayable quarterly as
from March 2002 as follows:

Year 2002 - 2003 : Baht 25 million per quarter

Year 2004 - 2006 : Baht 50 million per quarter

(2) Bahtloan from a bank, with a facility of Baht 892 million
repayable quarterly from July 2005 to April 2010, at an
interest rate of MLR per annum

Subsidiaries

(3) Bahtloan from a bank, with a facility of Baht 450 million,
repayable quarter|y as from February 2003to October
2007, at an interest rate as follows:

November 2003 - March 2005 4 percent per annum
(revised on 6" November 2003)

April 2005 onward: 2 percent per annum
(revised on 31 March 2005)

(4) Bahtloan from a bank, with a facility of Baht 200 million,
at an interest rate of4 percent per annum for the first
three years and MLR less 1 percent per annum from
October 2007 onwards, repayable quarterly from
October 2005 to July 2009 (Except the outstanding
promissory note of Baht 5 million, which is at an
interest rate of 2 percent per annum since 31" March
2005)

() Baht loan from a bank, with a facility of Baht 50 million,
at an interest rate of 3.5 percent per annum repayab|e
quarterly from June 2005 to March 2007 (Except the
outstanding promissory note of Baht 5 million, which

is at an interest rate of 2 percent per annum since 31°
March 2005)

®

Baht loan from a bank, with a faci|ity of Baht 260 million
at an interest rate of MLR less 2 percent per annum
or 3 month fixed deposit rate add 2 percent per
annum which-ever is higher repayable quarterly from
April 2006 to January 2010

MLR : Minimum Lending Rate
MMR : Money Market Rate

2004 2005 2004
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for the years ended 31t December 2005 and 2004

17.

18.

(Unit : Baht)

THE COMPANY ONLY

Long-term loans consist of the following:

CONSOLIDATED

2005 2004 2005 2004

(7) Bahtloan from a bank, with a facility of Baht 600 million
at an interest rate of MLR less 2 percent per annum
or 3 month fixed deposit rate add 2 percent per
annum whichever is higher repayable quarterly from
September 2006 to June 2011

(8) Bahtloan from a bank, with a facility of Baht 100 million
at an interest rate of MLR less 1.5 percent per annum
repayable quarterly from October 2006 to January 2009

(9) Bahtloan from a bank, with a facility of Baht 180 million
at an interest rate of MLR less 1.5 percent per annum
or 3 month fixed deposit rate add 2 percent per
annum whichever is higher repayable quarterly from
April 2006 to January 2009

(10) Baht loan from a bank, with a facility of Baht 100 million
at an interest rate of MLR less 1.5 percent per annum
or 3 month fixed deposit rate add 2 percent per
annum whichever is higher repayable quarterly from
March 2007 to June 2009

m
R

Baht loan from a bank, with a facility of Baht 1,004
million at an interest rate of MLR per annum
repayable quarterly from December 2005 to
December 2013

(12) Bahtloan from a bank, with a facility of Baht 300 million
at an interest rate of MLR less 1 percent per annum
repayable quarterly from February 2007 to May 2011

Total long-term loans

947G 7°0,90%,858] 0521005888 400,000,358
o oam o

MLR : Minimum Lending Rate
MMR : Money Market Rate

The loans are secured by land, land awaiting development and all hotel buildings of the Company and subsidiaries,
as described in Note 13. The loan in (1) above is also secured by the pledge of the 2,450,000 ordinary shares of
Laguna Banyan Tree Limited, as described in Note 10, and is guaranteed by two subsidiaries. The loan in (2) above
is also secured by the pledge of the 10,188,203 ordinary shares of Thai Wah Plaza Limited, as described in Note 10.
The loans in (3) to (5) and (12) above are guaranteed by a subsidiary company. The loan in (6) above is guaranteed
by the Company.

The loan agreements of the Company and subsidiaries stipulate that they must comply with covenants relating to
various matters, including the maintenance of financial ratios.

CAPITAL RESERVE

The capital reserve relates to the accounting of assets in subsidiaries at their fair values as at the acquisition date
and cannot be used for dividend payments.

STATUTORY RESERVE

Under the Public Companies Limited Act B.E. 2535, the Company is required to set aside as a statutory reserve at
least 5 percent of its net profit after deducting accumulated deficit brought forward (if any) until the reserve reaches
10 percent of its registered share capital. The statutory reserve cannot be used for dividend payments.
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NoTEs To FINANCIAL STATEMENTS

for the years ended 31t December 2005 and 2004

CoRPORATE INcOME TAX

Corporate income tax for the year has been calculated on earnings of the Company and subsidiaries after adding
back certain expenses which are disallowable for tax computation purposes and deducting tax losses as brought
forward from previous years.

EXTRAORDINARY ITEM

On 26" December 2004, Phuket experienced a Tsunami. The hotel businesses of the Company and its subsidiaries
which include Dusit Laguna Resort, Sheraton Grande Laguna Phuket, Banyan Tree Phuket and Laguna Beach
Resort were affected by this disaster, a|though the impact on the hotels was minimal when compared to other
areas of Phuket. The extent of the damage was limited to restaurants close to the beach, and furniture, fixtures and
equipment of these restaurants and less than 50 guest rooms. However, the Company and its subsidiaries are
insured for property damage as a result of Acts of God, which includes a Tsunami. A provision for impairment of
the fixed assets destroyed or damaged as a result of the Tsunami was recorded in the financial statements for the
year 2004 amounting to Baht 45 million. Subsequently in 2005, the Company and its subsidiaries repaired and
renovated guest rooms, restaurants, furniture, fixture and equipment in order to continue its normal business
operations and has written off the assets that no longer can be used. Therefore the provision for impairment
included in the financial statements for the year 2004 has been reversed in the current year.

As a result of the Tsunami and the damage caused, this has adversely impacted the level of business activity of the
hotel operations of the Company and its subsidiaries. Management considers that the impact has been limited to
the short-term with the long range prospects being little affected. Moreover the Company and its subsidiaries are
insured for business interruption which will provide a level of compensation for the reduction in business levels
resulting from the damage caused by this event.

EMPLOYEES AND RELATED COSTS

CONSOLIDATED

THE COMPANY ONLY
2005 2004 2005 2004

Number of employees at the end of year

Employee costs (Thousand Baht)

PrROVIDENT FUND

During the years the Company and its subsidiaries contributed to provident funds as follows: -

COMPANY’s
CONTRIBUTION IN
2005 2004
(MILLION BAHT) (MILLION BAHT)

FuND MANAGER

HoOTEL STAFF OFFICE STAFF

Laguna Resorts & Hotels Public
Company Limited

Laguna Grande Limited

Bangtao Grande Limited

Laguna Beach Club Limited

Laguna Banyan Tree Limited

Banyan Tree Gallery
(Singapore) Pte Ltd.

Banyan Tree Gallery (Thailand) Limited

Laguna Service Company Limited

Laguna Holiday Club Limited

Thai Wah Plaza Limited
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for the years ended 31+ December 2005 and 2004

23.

24.

STATEMENTS OF CAsH FLows

For the purpose of the statements of cash flows, cash and cash equivalents include cash on hand, deposits with
financial institutions, and current investments with an original maturity of three months or less and without
commitment.

Cash and cash equivalents as reflected in the statements of cash flows consist of the following: -

(Unit : Baht)
THE COMPANY ONLY

CONSOLIDATED

2005 2004 2005 2004

Cash and deposits with financial institutions

Current investment - fixed deposits
with financial institutions

Cash and cash equivalents

COMMITMENTS
Capital commitment
As at 31" December 2005, the Company and its subsidiaries have commitments as follows:

a) The Company and its subsidiaries have commitments in respect of constructing new and renovating existing
hotel properties amouting to Baht 1,293.0 million (2004: Baht 1,034.0 million).

b) Four subsidiaries have commitments that relate to projects to develop properties for sale amounting to
approximately Baht 353.8 million (2004: Baht 1867 million).

Operating agreement

The Company and its subsidiaries entered into operating agreements with certain companies whereby these
companies are to operate the Company’s and its subsidiaries’ hotels and golf business. In consideration for such
services, the Company and subsidiaries are committed to pay remuneration at the rates, terms and basis specified
in the agreements. These agreements are summarised as follows:

OPERATOR CONTRACT PERIOD

BUSINESS UNIT

(a) Operator has exercised its option to extend for 10 years as the required conditions have been met.

(b) Operator has option to extend for 1 additional period of 10 years.

(c) Operator has exercised option to extend to 31.12.2015 (as notified on 28‘"Ju|y 2004) and has an option to extend for a further 10 years.
(d) Operator has option to extend for 1 additional period of 20 years.
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for the years ended 31+ December 2005 and 2004

BANK GUARANTEES
As at 31" December 2005, there were bank guarantees amounting to Baht 36.8 million (the Company only: Baht 2.8
mi||ion) issued to various parties on behalf of the Company and its subsidiaries, mainiy provided for the usage of
electricity, other utilities and telecommunication channels (2004: Baht 23.4 million, the Company only: Baht 2.7
million).
FINANCIAL INFORMATION BY SEGMENT
The Company’s segmental financial information, divided between hotel operations, property deve|opment
business and office rental, is presented in the consolidated financial statements as follows:-
(Unit : Million Baht)
FOR THE YEAR ENDED 31" DECEMBER 2005
HoTEL GALLERY ToTAL HOTEL OFFICE PROPERTY
BusINEss OPERATIONS OTHERS OPERATIONS RENTAL DEVELOPMENT
Revenues
Operating profit

Other income
expenses

interest expenses

Corporate income tax

Net loss before
extraordinary item

Extraordinary item
Net loss for the year

Property, plant and

equipment - net
Total assets

(Unit : Million Baht)
FOR THE YEAR ENDED 31" DECEMBER 2004
HoTEL GALLERY o ToTAL HOTEL OFFICE PROPERTY
THERS
BusINESS | OPERATIONS OPERATIONS RENTAL DEVELOPMENT

Revenues . L,O%imme 39550
Operating profit

Other income
expenses
interest expenses
Corporate income tax
Minority interest
Net Earnings before
extraordinary item

Extraordinary item

Net earnings for the year

Property, plant and
equipment - net

Total assets
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for the years ended 31t December 2005 and 2004

27. FINANCIAL INSTRUMENTS

27.1 Credit risk

The Company and its subsidiaries are exposed to credit risk primarily with respect to trade accounts receivable
from the hote|, space renta|, and property deve|opment businesses. However, due to the |arge number and
diversity of the entities comprising the Company and its subsidiaries’ customer base, the Company and its
subsidiaries do not anticipate material losses from debt collection.

27.2 Interest rate risk

The interest rate risk is the risk that future movements in market interest rates will affect the results of the
Company and its subsidiaries’ operations and their cash flows. The Company and its subsidiaries’ exposure to
interest rate risk relates primarily to their deposits with financial institutions, long-term trade accounts
receivable and bank overdrafts and loans. The Company and its subsidiaries do not use derivative financial
instruments to hedge such risk (the detail of long-term loans are set out in Note 16).

(Unit : Million Baht)

31" DECEMBER 2005

THe CompANY ONLY FIXED
INTEREST
RATE

CONSOLIDATED

FLOATING  FixeD TotaL FLOATING Fixep T

RATE RATE RATE RATE

Financial assets

Cash and cash equivalents

Fixed deposits

Long-term trade
accounts receivable

Long-term loans to subsidiaries

Financial liabilities

Bank overdrafts and
short-term loans

Long-term loans from subsidiaries

Long-term loans from
related companies

Long-term loans from
financial institutions

27.3 Foreign currency risk
The Company and its subsidiaries’ exposure to foreign currency risk relates primarily to their receivables,
payables and loans which are denominated in foreign currencies. In addition to those transactional exposures,
the Company is also exposed to the effect of foreign exchange movements on its investment in foreign
subsidiaries, which currently are not hedged by any derivative financial instrument.

The Company and a subsidiary have entered into forward exchange contracts to hedge their hotel revenues
which are denominated in foreign currencies. Forward exchange contracts outstanding as at 31" December
2005 are summarised in the next page.
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FoRWARD RATE FOR
AMOUNT BouGHT MATURITY
(BAHT PER US DOLLAR)

FOREIGN CURRENCY AMOUNT BOUGHT

Below is a summary of the Company and its subsidiaries’ unhedged foreign currency-denominated assets/
liabilities as at 31" December 2005. The majority of these liabilities are repayable within one year.

(Unit : Thousand)

CONSOLIDATED THE CoMPANY ONLY
ForREIGN CURRENCY

AssEsTs LIABILITIES AssETS LIABILITIES

27.4 Fair value
Since the majority of the financial assets are short-term and that the loans carry interest at rates close to current
market rates, the management believes that the fair value of the Company and its subsidiaries’ financial assets
and liabilities does not materially differ from their carrying value.

DivIDENDS

On 26" April 2005, the Annual General Meeting of the shareholders approved the payment of a dividend of Baht
2 per share (totaling Baht 169.3 million) to be paid to the Company's shareholders in respect of the 2004 earnings.
Such dividends have been paid in May 2005.

On 23" December 2005, the Extraordinary General Meeting of the shareholders No.s5/2005 of Laguna Beach Club
Limited, a subsidiary, approved an interim dividend of Baht 40.0 million to be paid to its shareholders in respect
of the 2004 earnings. Such dividends have been paid in December 2005.

LITIGATION

A case has been brought to the Administration Court in which the Company and four subsidiaries are co-
defendants. The Plaintiff has requested the Court to order the Phuket Provincial Land Office, named as the
defendant, to revoke some land title deeds under ownership of the said companies, on the grounds that such title
deeds were issued illegally. All evidence has been submitted to the Court which the Court is now considering. The
land titles in question were issued well before the co-defendants purchased the land, which the co-defendants
subsequent|y purchased in good faith. A|though itis expected that it will take at least 1 year from now to receive a
judgment, the Company is confident that it has sufficient evidence to support its defense of this case.
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30. PRESENTATION

The presentation of these financial statements has been made in compliance with the stipu|ati0ns of the
Notification of the Business Development Department dated 14" September 2001, as empowered under the

Accounting Act B.E. 2543.
31. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were authorised for issued by the Company’s directors on 9" February 2006.
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