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Date 3 April 2014
Subject The Opinion of Independent Financial Advisor Regarding the Connected Transaction
of General Environment Conservation Public Company Limited
To

Audit Committee and Shareholders of
General Enviroment Conservation Public Company Limited

Reference is made to the Board of Directors’ Meeting of General Environment Conservation Public Company
Limited (“GENCO” or “the Company”) No. 2/2014, held on 14 March 2014, which resolved to propose to the
Shareholders’ Meeting for ratification of the connected transaction regarding the acquisition of two land plots
from Phatra House and Property Public Company Limited (“Phatra House”), for a total consideration of Baht
91.53 million, in which the Company had executed in December 2013 (“the Transaction”). Details of land
acquired are as follows:
1) Land plot no.1 of 5 rai 3 ngan 8 sq.w., located on Pathum Thani-Sam Khok Road, Sam Khok, Pathum
Thani, valued at Baht 64.62 million
2) Land plot no. 2 of 2 rai – ngan 97 sq.w., located in Soi Samakee 28, Samakee Road, Tha Sai, Muang
Nonthaburi, Nonthaburi, valued at Baht 26.91 million
The purchase of two land plots is for the purpose of developing residential projects for sale as part of its
business operation. The Transaction is not deemed as an acquisition of assets under the Notification of the
Capital Market Supervisory Board No. Tor Jor 20/2551 regarding Rules on Entering into Materials Transactions
Deemed as Acquisition or Disposal of Assets and the Notification of the Board of Governors of the Stock
Exchange of Thailand regarding Disclosure of Information and Other Acts of Listed Companies Concerning the
Acquisition and Disposition of Assets B.E. 2547 including any later amendments, as the transaction was
conducted in the normal course of business, which is exempted under such rules.
Nonetheless, the party involved in this transaction is Phatra House and Property Public Company Limited, who
is the connected person of the Company by virtue of the fact that 1) Mr. Itthirit Wipoosiri, the Company’s
director, is a director of Phatra House, 2) Mr. Itthirit Wipoosiri and Mr. Asawin Wipoosiri, the Company’s
directors and managements, are major shareholders of Phatra House, and 3) Mr. Charnwit Wipoosiri and Mr.
Piyawit Wipoosiri, the close relatives of the Company’s directors and managements, are the major shareholder
and/or directors of Phatra House. Accordingly, the Transaction constitutes a Connected Transaction relating to
normal business transaction without general trading conditions pursuant to the Notification of the Capital Market
Supervisory Board No. Tor Jor 21/2551 regarding Rules on Connected Transactions and the Notification of the
Board of Governors of the Stock Exchange of Thailand regarding Disclosure of Information and Other Acts of
Listed Companies Concerning the Connected Transactions B.E. 2546 including any later amendments
(collectively called “Notification of Connected Transactions”). After combining acquisition costs of 2 land plots
with the relevant transfer fee, totaling Baht 92.10 million, the transaction size is 8.47%, which is greater than
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3%, of Net Tangible Assets (NTA), calculated from the Company’s latest audited consolidated financial
statements as of 31 December 2013.
Prior to executing the Transaction, the Company is required to submit information memorandum regarding the
connected transaction to the Stock Exchange of Thaland (“SET”) and to convene a meeting of shareholders to
approve the Transaction with a vote of not less than three-fourths of the total number of votes of the
shareholders who have the rights to vote, excluding the votes of shareholders with vested interests. In addition,
the Company is required to circulate a meeting invitation letter to its shareholders at least 14 days prior to the
date of Shareholders’ Meeting, stating the names and number of shares of the shareholders who have conflict
of interest and must abstain from voting in respect of such resolution, and to arrange for an Independent
Financial Advisor to provide the opinion on the reasonableness of the Transaction and the fairness of the
Transaction’s price and conditions to the Company’s Audit Committee and shareholders. Since the Company
had completed the transaction in December 2013, the Board of Directors resolved to propose to an Annual
General Meeting of Shareholders 2014, which will be held on 29 April 2014, for ratification of the Transaction in
order to comply with the applicable rules.
Pursuant to the Notification of the Board of Governors of the Stock Exchange of Thailand, the Company has
appointed Asia Plus Advisory Co.,Ltd. (“Independent Financial Advisor” or “ASPA”), who is a qualified
Financial Advisor under the supervision of the Securities and Exchange Commission (the “SEC”) and has no
relationship with either the Company or any of the related parties in this Transaction, as the Independent
Financial Advisor to provide the opinion regarding the reasonableness of the Transaction and the fairness of
the Transaction’s price and conditions, to promote compliance with good corporate governance principles and
transparency and to provide adequate information to the shareholders for their consideration and approval.
In preparing this report, the Independent Financial Advisor has studied the information pertaining to the
Transaction as publicly disclosed in the Company’s Information Memorandum, public information, and other
information supplied by the Company, including Annual Registration Statement (Form 56-1), agreements for
sale and purchase of land, financial projections and key assumptions used in assessing feasibility of the
projects as well as other documents related to the acquisition of assets from the connected person. The
Independent Financial Advisor also relied upon information gathered from the interview with the Company’s
management and relevant person, land appraisal reports prepared by two independent valuers: Rich Appraisal
Company Limited and Tobtavee Appraisal and Services Company Limited, who are the SEC’s approved
valuers, and the Company’s reviewed or audited financial statements.
This report has a sole purpose in providing opinion to the Company’s shareholders regarding this Connected
Transaction, which is prepared based on the assumption that the information and documentation received from
the Company and/or the management and external sources are all accurate and reliable. The Independent
Financial Advisor uses the information available regarding the economic and related industry analysis as well
as defines key assumptions by considering the possibility of occurrence based on the situation at the time this
report was prepared. Should there be any material changes to the situation in the future, the opinion of the
Independent Financial Advisor, the Company, and the shareholders could be affected.
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Nevertheless, the final decision whether to approve ratification of the Transaction rests primarily with the
individual shareholders. The shareholders should study the information contained in this report along with other
related information provided and use his/her own discretionary judgement in making the final decision. The
Independent Financial Advisor’s opinion can be summarized as follows:
Executive Summary
According to the policy recently laid down by the management, General Environment Conserviation Public
Company Limited (“GENCO” or “the Company”) defined its plan to focus on its real estate business, in addition
to its core-industrial waste treatment and disposal business, by determining to develop residential projects in
both Bangkok Metropolitan and its suburban areas, with the aim to enhance revenue base as well as
supplement long-term value to its shareholders. In December 2013, the Board of Directors’ Meeting no.
10/2013 approved the Company to enter into the transaction to acquire 2 land plots, comprising 1) Land plot of
5 rai 3 ngan 8 sqw. on Pathum Thani-Sam Khok Road, Pathum Thani, and 2) Land plot of 2 rai – ngan 97
sqw. on Samakee Road, Nonthaburi, for a total consideration of Baht 91.53 million, from Phatra House and
Property Public Company Limited (“Phatra House”), who is a connected person of the Company by virtue of
the fact that directors and/or major shareholders of Phatra House are also directors and/or close relatives of
the directors of the Company. The Company has completed the land purchase and transfer on 24 December
2013.
The land purchase transaction constitutes a Connected Transaction relating to normal business transaction
without general trading conditions pursuant to the Notification of Connected Transactions. When calculating the
Transaction’s size by combining the acquisition cost of 2 land plots with relevant transfer fee, totaling Baht
92.10 million, the transaction size is 8.47%, which exceeds 3%, of Net Tangible Assets (NTA) calculated from
the Company’s latest audited consolidated financial statements as of 31 December 2013. Prior to executing the
Transaction, the Company is required to notify and disclose details of the Transaction to the Stock Exchange of
Thailand as well as seek approval from the Shareholders’ Meeting.
The Company had completely executed the Transaction in December 2013 without completing the
requirements of the Notification of Connected Transactions due to misinterpretation regarding the characteristic
of the Transaction. After seeking clarification from the SEC, the Board of Directors’ Meeting No. 2/2014, held
on 14 March 2014, resolved to propose to an Annual General Meeting of Shareholders 2014, which will be held
on 29 April 2014, for ratification, in order to promote transaction transparency and conformity to the Notification
of Connected Transactions and/or applicable regulatory rules imposed by SET and the SEC.
The transaction proposed for shareholders’ ratification is the purchase transaction of 2 land plots from Phatra
House and Property Public Company Limited, the connected person of the Company, which composes of
1) Land no. 1 on title deed no. 11794 of 5 rai 3 ngan 8 sq.w., located on Pathum Thani-Sam Khok Road,
Sam Khok, Pathum Thani, valued at Baht 64.62 million
2) Land no. 2 on title deed no. 181208-181211 of 2 rai – ngan 97 sq.w., located in Soi Samakee 28,
Samakee Road, Tha Sai, Muang Nonthaburi, Nonthaburi, valued at Baht 26.91 million
Asia Plus Advisory
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The Company purchased 2 plots of land for the purpose of developing residential and commercial property
projects, in accordance with its business plan to expand its secondary-real estate business. As the
management foresees a positive trend in property market in Thailand, the Company continues searching for
land plots in high potential area for the development of new projects, with an intention to enhance revenue
base in addition to the earnings from its principally-engaged business in providing industrial waste treatment
and disposal service.
Opinion of Independent Financial Advisor Regarding Reasonableness of the Transaction
In assessing reasonableness of the acquisition of 2 land plots for the purpose of developing real estate
projects, the Independent Financial Advisor considers advantages, disadvantages and risk of entering into the
Transaction, which can be summarized as follow:
Benefits and Advantages of Entering into the Transaction
1)

To secure land plots with potential for the development of residential and commercial properties, in
accordance with its strategic plan in broadening revenue stream from sale of real estate projects.

2)

To allow the Company to accumulate raw land for continuing real estate project development.

3)

To provide a good opportunity for the Company to generate additional commercial income and sound
investment returns in long-term.

4)

To diversify risk of reliance on core business.

5)

To reduce risk of future increase in land price.

Disadvantages and Risks of Entering into the Transaction
1)

Risk of poor performance during an early stage of project development due to excessive operational costs
associated to the launch of new projects.

2)

Risk that the real estate project development may incur time and cost overruns.

3)

Risk that the project fails to achieve financial target due to intense competition in the area, leading to poor
revenue, profitability and returns on the projects.

In light of the above, risks associated to the development of the projects may cause the land purchase
transaction fail to return appropriate benefits to the Company. However, such risks seem likely to have less
effect since the Company’s management is experienced residential and commercial property developer with
proven successful completed projects and prior to the decision to invest in the projects, the Company had
carefully conducted a feasibility study as well as analysed the impact of risk factors and constraints that could
prevent the success of the projects in various aspects, to ascertain that the projects are with the potential to
generate sound returns to the Company. Furthermore, the projects to be developed are small-scale property
projects requiring low invested capital and financing primarily through its internally-generated cash flows, hence,
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risk inherent to the investment will be typically low. In the case that the projects fail to achieve financial target,
the Company’s financial outcomes and position will not be adversely affected.
Although entering into the Transaction may pose certain risks as mentioned above, the Independent Financial
Advisor is of the opinion that the transaction to acquire 2 land plots from the connected person is reasonable
as the benefits that the Company would reap from entering into the Transaction outweigh its disadvantages.
Furthermore, risks associated with the Transaction are unlikely to cause an adverse impact to the Company.
Accordingly, the land purchase transaction is believed to strenghten the Company’s position and bring
sustainable growth to the Company in long-term.
Opinion of Independent Financial Advisor Regarding the Fairness of the Transaction’s Price
The consideration paid for the land acquisition to the connected person is detailed below:
Land
1) Land plot no. 1 of 5 rai 3 ngan 8 sq.w. on
Pathum Thani-Sam Khok Road, Pathum Thani
2) Land plot no. 2 of 2 rai – ngan 97 sq.w. on
Samakee Road, Nonthaburi
/1

Total Area

Cost per sq.w.

Total Value /1

2,308 sq.w.

28,000 Baht

Baht 64.62 million

897 sq.w.

30,000 Baht

Baht 26.91 million

Total consideration

Baht 91.53 million

Excluded land transfer fee which was responsible by the Company by Baht 0.57 million

The Independent Financial Advisor is of the opinion that the consideration paid for the Transacion is fair and
will generate financial benefits to the Company, based on the assessment under two approaches as follows:
Approach 1
The first approach is to compare the consideration paid to acquire land plots with its appraised values carried
out by two valuers approved by the Office of the SEC (“Independent Valuer”), Rich Appraisal Company
Limited (“Rich Appraisal”) and Tobtavee Appraisal and Services Company Limited (“Tobtavee Appraisal”)
report dated 19 December 2013. Both of which employed the method of market comparable in assessing the
value of target land, which is considered appropriate as it makes reference to comparable sale transaction as
available in the current market.
Based on the abovemetioned approach, the total consideration paid, by the Company to Phatra House, to
acquire 2 land plots of Baht 91.53 million, is lower than the value appraised by 2 independent valuers, as
detailed below:
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Comparison of Land Acquisition and Appraised Price
Land Plot no. 1 on Pathum Thani-Sam Khok Road, Pathum Thani
Valuation Approach
Independent Valuers
Rich Appraisal
Market Approach
Tobtavee Appraisal
Market Approach
Acquisition price
Acquisition price higher (lower) than appraised value
Acquisition price higher (lower) than appraised value (%)

Baht per sq.w.
29,000
30,000
28,000

Total value (million Baht)
65.98/1
69.24/2
64.62
(1.36 - 4.62)
(2.06% - 6.67%)

/1

Appraised by excluding 33 sq.w. land parcel which, as of a survey date, was used as an access to a village owned by Phatra House, the
party in the Transaction, resulting in the remaining appraised area of 5 rai 2 ngan 75 sq.w.. At present, the Company is in process of
requesting Phatra House to return the said land, which is expected to be completed by April 2014.
/2
Appraised based on the entire land area of 5 rai 3 ngan 8 sq.w.

Land Plot no. 2 on Samakee Road, Nonthaburi
Valuation Approach
Independent Valuers
Rich Appraisal
Market Approach
Tobtavee Appraisal
Market Approach
Acquisition price
Acquisition price higher (lower) than appraised value
Acquisition price higher (lower) than appraised value (%)

Baht per sq.w.
31,000
40,000

Total value (million Baht)
27.81
35.88
26.91
(0.90 - 8.97)
(3.24% - 25.00%)

In sum, Rich Appraisal and Tobtavee Appraisal appraised an aggregated value of 2 target land plots at Baht
93.79 million and Baht 105.12 million, respectively. Whilst, the total consideration paid for the Transaction to
the connected person was at Baht 91.53 million, which is lower than the appraised value by 2.26-13.59 million,
or 2.41-12.92%.
Approach 2
The second approach is to assess possible return of the projects to be developed on the land acquired and
compare against the Company’s weighted average cost of capital, as shown below:
Return on Investment of the Developed Projects
Land Plot no. 1 on Pathum Thani-Sam Khok Road, Pathum Thani
Sam Khok Home Office Project
Internal Rate of Return (IRR)
Net Present Value (NPV)
Payback Period

11.86%
Baht 5.59 million
6 years
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Land Plot no. 2 on Samakee Road, Nonthaburi
Samakee Townhome Project
Internal Rate of Return (IRR)
Net Present Value (NPV)
Payback Period

14.51%
Baht 3.07 million
4 years

In general, the internal rate of return from the project shall be evaluated against the Company’s weighted
average cost of capital for the purpose of assessing the feasibility of the project. In this case, the internal rates
of return from projects to be developed are 11.86% and 14.51%, which exceed the Company’s weighted
average cost of capital of 9.91%.
Since the computed projects’ IRR, at 11.86% and 14.51%, had already accounted for the consideration paid to
Phatra House for land acquisition and the construction costs, which are key development costs for the projects,
it can be concluded that the consideration paid for land acquisition to the connected person is reasonable and
will bring sound return to the Company.
Opinion of Independent Financial Advisor Regarding Fairness of the Transaction’s Conditions
After reviewing key terms and conditions contained in the Sale and Purchase Agreements being entered into
between the Company and Phatra House in relation to the acquisition of 2 land plots, the Independent
Financial Advisor is of the opinion that key terms and conditions set forth in the agreements are on normal
contractual terms and will not make any particular parties benefit or unfairly lose benefits from entering into the
agreements. Besides, the condition agreed on by both parties that expenses associated with the Transaction,
including tax, stamp duty, and other expenses in connection with the land transfer are entirely under the
responsibility of Phatra House or the seller, whereby, the Company shall be responsible for half of the transfee
fee, helps reduce the Company’s burden over extra costs associated with the purchase of land, which would
consequently enhance the returns for the Company and its shareholders.
Conclusion of the Opinion of Independent Financial Advisor
Based on the above assessment, the Independent Financial Advisor is of the opinion that the shareholders
should approve the ratification of the land purchase transaction from Phatra House, the Company’s connected
person, because
1)

Entering into the land purchase transaction allows the Company to secure 2 land plots with potential for
the development of the real estate projects capable of yielding appropriate benefits and returns, which is
in line with the Company’s business expansion plan in broadening revenue base by the sale of real estate
projects, in order to diversify its source of income and reduce reliance on the core business.

2)

Consideration paid by the Company to Phatra House in connection with the acquisition of 2 land plots are
fair and in the interest of the Company since total consideration of Baht 91.53 million, is lower than the
appraised values by 2.41-12.92%, according to the valuation reports issued by 2 independent valuers.
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3)

Based on the assessment of expected financial benefits from developing real estate projects on the
acquired land, the returns generated by the projects are favourable and appropriate.

4)

Key terms and conditions set forth in Land Sale and Purchase Agreements entered into between the
Company and Phatra House are carried out under normal contractual conditions and do not provide
favourable or unfavourable benefits to any particular contract parties.

Nevertheless, the final decision whether to approve the ratification of the Transaction rests primarily with
the individual shareholders. The shareholders should study the information contained in this report along
with other related information provided and use his/her own discretionary judgement in making the final
decision.
1.

Characteristics and Details of the Transaction

1.1 Objectives and Background of the Transaction
The Board of Directors’ Meeting of General Environment Conservation Public Company Limited
(“GENCO” or “the Company”) no. 2/2014, held on 14 March 2014, passed a resolution to propose to the
Shareholders’ Meeting for ratification of the connected transaction regarding the acquisition of 2 land plots
from Phatra House and Property Public Company Limited (“Phatra House”), for a total consideration of
Baht 91.53 million. Details of land acquired are as follows
1) Land plot no. 1 of 5 rai 3 ngan 8 sq.w., located on Pathum Thani-Sam Khok Road, Sam Khok,
Pathum Thani, valued at Baht 64.62 million
2) Land plot no. 2 of 2 rai – ngan 97 sq.w., located in Soi Samakee 28, Samakee Road, Tha Sai,
Muang Nonthaburi, Nonthaburi, valued at Baht 26.91 million
The Company entered into the transaction to acquire 2 land plots for the purpose of developing residential
and commercial properties. The Transaction was executed with Phatra House, who is the connected
person of the Company by virtue of the fact that 1) Mr. Itthirit Wipoosiri, the Company’s director, is a
director of Phatra House, 2) Mr. Itthirit Wipoosiri and Mr. Asawin Wipoosiri, the Company’s directors and
managements, are major shareholders of Phatra House, and 3) Mr. Charnwit Wipoosiri and Mr. Piyawit
Wipoosiri, the close relatives of the Company’s directors and managements, are the major shareholders
and/or directors of Phatra House. Accordingly, the Transaction is regarded as a Connected Transaction
relating to normal business transaction without general trading conditions, pursuant to the Notification of
the Capital Market Supervisory Board No. Tor Jor 21/2551 regarding Rules on Connected Transactions
and the Notification of the Board of Governors of the Stock Exchange of Thailand regarding Disclosure of
Information and Other Acts of Listed Companies Concerning the Connected Transactions B.E. 2546
including any later amendment (collectively called “Notification of Connected Transactions”), by having
the Transaction’s size of 8.47%, which is greater than 3%, of Net Tangible Assets (NTA), calculated from
the Company’s latest audited consolidated financial statements as of 31 December 2013.
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Pursuant to the requirements in the Notification of Connected Transactions, prior to entering into the
Transaction, the Company is required to report and submit information memorandum as well as appoint
an Independent Financial Advisor to provide the opinion to the Company’s Audit Committee and
shareholders regarding the reasonableness of the Transaction and the fairness of the Transaction’s price
and conditions. In addition, it is required to convene a meeting of shareholders to approve the Transaction
with a vote of not less than three-forths of the total number of votes of the shareholders who have the
rights to vote, excluding the votes of shareholders with vested interests.
1.2 Date of the Transaction
The Board of Directors’ Meeting No. 10/2013, held on 20 December 2013, passed a resolution approving
the Company to purchase 2 land plots from Phatra House, the Company’s connected person. The
Transaction had been completely executed on 24 December 2013 (the registration date of the transfer of
land ownership)
The Company entered into the Transaction to purchase raw land for the purpose of developing new real
estate projects so as to increase revenue and returns in addition to its existing projects. Such Transaction
was, however, entered into prior to receiving approval from the Shareholder’s Meeting, hence, not
completing the requirements of the Notification of Connected Transactions, due to the Company’s
misinterpretation regarding the characteristic of the Transaction. After seeking clarification from the SEC,
the Board of Directors’ Meeting No. 2/2014, held on 14 March 2014, resolved to propose the Transaction
to an Annual General Meeting of Shareholders for 2014, which will be held on 29 April 2014, for
ratification, in order to promote transaction transparency and conformity to the Notification of Connected
Transactions.
In the event that the Shoareholders’ Meeting does not approve the ratification of the Transaction, the
Company will cancel the Transaction by selling such land back to Phatra House at the purchase price
including incurred land development costs (if any).
1.3 Parties Involved and Relationships
The acquisition of 2 land plots were transacted with the same connected person, whose relationship with
the Company is summarized as follows:
Purchaser

: General Environment Conservation Public Company Limited

Seller

: Phatra House and Property Public Company Limited
Key business information of Phatra House is as follows:
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Relationship
between purchaser
and seller

Company name

Phatra House and PCL.

Registration no.

0107548000188

Incorporation date

13 May 1993

Paid-up capital

400,000,000 Baht

Registered address

111 Moo. 7 Nonthaburi-Pathum Thani Road,
Bangkuwat, Muang Pathum Thani, Pathum Thani

Nature of business

Property development in Bangkok Metropolitan
and its suburban area

Directors

1. Mr. Charnwit Wipoosiri
2. Mr. Sanit Kritapongpimarn
3. Mr. Chawaroj Sook-aim
4. Mr. Itthirit Wipoosiri
5. Mr. Yongyos Palanitisena
6. Mr. Dawarit Tansupasiri
7. Mr. Uthis Pinyopattarakul
By Mr. Charnwit Wipoosiri and Mr. Itthirit Wipoosiri
as authorized directors

Phatra House is the connected person because 1) Mr. Itthirit Wipoosiri, the
Company’s director, is a director of Phatra House, 2) Mr. Itthirit Wipoosiri and
Mr. Asawin Wipoosiri, the Company’s directors and managements, are major
shareholders of Phatra House, and 3) Mr. Charnwit Wipoosiri and Mr. Piyawit
Wipoosiri, the close relatives of the Company’s directors and managements,
are the major shareholders and/or directors of Phatra House.

In light of the above, Wipoosiri Group is considered having material interest in the Transaction due to their
respective roles in the Company and Phatra House. Accordingly, they are required to abstain from voting
on the shareholders’ resolution on the ratification of this transaction. Relationships and interests of the
Group are summarised below:
Relationship
1. Mr. Asawin Wipoosiri
2. Mrs. Sombat Inkhaow
3. Mr. Charnwit Wipoosiri
4. Ms. Waraporn
Suwantewarat
5. Mr. Itthirit Wipoosiri
6. Mr. Piyawit Wipoosiri

Father
Mother
Child
Spouse of Mr.
Charnwit
Child
Child

The Company
Phatra House
/1
Director % shareholding Director % shareholding/2
X
10.00
2.48
5.78
X
62.50
2.28
X
-

8.58
-

X
-

12.50
12.50
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Relationship
7. Phatra House

/1
/2

Directors/Major
shareholders of Phatra
House are
Directors/Management
of GENCO or relatives
of the said person
Total

The Company
Phatra House
/1
Director % shareholding Director % shareholding/2
3.42
-

20.06

99.98

Shareholder Information as of the latest book closing date of 1 April 2014
Shareholder Information as of 30 April 2013

1.4 General Characteristics of the Transaction
The Company entered into the transaction to acquire 2 land plots on Pathum Thani-Sam Khok Road,
Pathum Thani and on Samakee Road, Nonthaburi from Phatra House, the connected person, with an
intention to develop real estate projects in accordance with its business plan in expanding and broadening
revenue base by sale from real estate business. The projects to be developed on the acquired land
typically comprise residential properties for sale and commercial properties for rent under the projects
namely “Sam Khok Home Office” and “Samakee Townhome” projects.
1.5 Details of Asset Acquired
Details of assets acquired from the connected person are as follows:

1)

Land plot no. 1 on Pathum Thani-Sam Khok, Pathum Thani
Land plot situated on Pathum Thani-Sam Khok Road, Sam Khok, Pathum Thani, with a total area of 5 rai
3 ngan 8 sq.w., on the following land ownership deeds:
Plot
1

Title deed no.
11794
Total area

rai
5
5

Area
ngan
3
3

sq.w.
8
8

Owner

Obligation

Phatra House

None

Land details:
Land type
Area
Location
Land certificate
Land number

Land with old buildings requiring demolition/1
5 rai 3 ngan 8 sq.w. (or 2,308 sq.w.)
On Pathum Thani-Sam Khok Road (Highway no. 3111) Km. 3+460, Sam
Khok, Pathum Thani
Land title deeds no. 11794
13

Asia Plus Advisory 14

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

Land shape
Adjacent area

Polygon
North – Land of others
South – Main road of Phatra Private 1 Village
East – Pathum Thani-Sam Khok Road (Highway no. 3111)
West – Private road of Phatra Private 1 Village
Land width
112 metre
Land condition
Land filled to the same level as the front road
Facilities
Electricity, water, telephone, drainage pipes
Pathum Thani-Sam Khok Road (Hwy. 3111) is a public road, with 6 traffic
Road condition
concrete lanes. Total road width is 12 metre
Located in residential area surrounded by various villages such as Phatra
Private 1, Prom Prueksa, Benchaporn, Passarat villages as well as retail
Land environment
stores, car showroom, gas station and commercial banks
Major sites
Viparat school, Sam Khok District Office
Zoning restrictions
Land is outside Pathum Thani province’s zoning regulation
Phatra House and Property Public Company Limited
Owner and its acquisition date
Acquisition date: 5 January 2004
Obligation
None
Expropriatory
Land is not under expropriation plan of the Government
Government’s appraised price Baht 35.45 million, equivalent to Baht 15,585 per sq.w. on average

Source: Asset Appraisal Report of Rich Appraisal no. R56-0916-VL dated 19 December 2013
/1
: At present, the old building has been fully decommissioned.

Location and Illustration of Land Plot on Pathum Thani-Sam Khok, Pathum Thani
Illustrative Land Plot

Land Location

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561864 dated 19 December 2013

Asia Plus Advisory 15

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

Land Environment

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561864 dated 19 December 2013

2)

Land Plot no. 2 on Samakee Road, Nonthaburi
Land plot situated in Soi Samakee 28, Samakee Road, Tha Sai, Nonthaburi, with a total area of 2 rai ngan 97 sq.w., on the following 4 land ownership deeds:
Plot
2-1
2-2
2-3
2-4

Title deed no.
181208
181209
181210
181211
Total area

rai
2

Area
ngan
2
2
2
2
0

sq.w.
56
26
14
01
97

Owner

Obligation

Phatra House
Phatra House
Phatra House
Phatra House

None
None
None
None

Land details:
Land type
Area
Location
Land certificate
Land number
Land shape
Adjacent area

Vacant land
2 rai - ngan 97 sq.w. (or 897 sq.w.)
Soi Samakee 28 (Phatra Niwes Community), Samakee Road, Tha Sai,
Muang Nonthaburi, Nonthaburi
4 land title deeds no. 181208-181211
735-738
Rectangle
North – Land of others
South – Land of others
East – Land of others and Soi Ping-umporn Condotown
West – Lum Sue Tai
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Land width
Land condition
Facilities

78 metre
Land filled to the same level as the fronting road
Electricity, water, telephone, drainage pipes
Samakee Road is a public road, with 2 traffic concrete lanes. Total road
Road condition
width is 5 metre
Located in residential area surrounded by various villages such as Sayun
Land environment
1, Prachaniwes 3, Nichada Thani, as well as, retail stores and
Somboonsub Market
Nonthaburi Municipal Offices, Tha Sai Tambon Health Promoting
Major sites
Hospital, Benjamarachanusorn School, Somboonsub Market
Zoning restrictions
Orange zoning, the medium-population residential zone
Phatra House and Property Public Company Limited
Owner and its acquisition date
Acquisition date: 29 November 2004
Obligation
None
Expropriatory
Land is not under expropriation plan of the Government
Government’s appraised price Baht 25.12 million, equivalent to Baht 28,000 per sq.w.
Source: Asset Appraisal Report of Rich Appraisal no. R56-0917-VL dated 19 December 2013

Location and Illustration of Land Plot on Samakee Road, Nonthaburi
Illustrative Land Plot

Land Location

Source: Asset Appraisal Report of Rich Appraisal no. R56-0917-VL dated 19 December 2013
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Land Environment

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561863 dated 19 December 2013

1.6 Key Terms and Conditions of Land Sale and Purchase Agreement
The Independent Financial Advisor reviewed 2 agreements entered into between the Company as a
“Purchaser” and Phatra House as a “Seller” in respect of the purchase of 2 land plots. Both of which
contain similar major terms and conditions, as summarized below:
Date of Agreement

24 December 2013

Contract Parties

General Environment Conservation Public Company Limited as a Purchaser
Phatra House and Property Public Company Limited as a Seller

Objective

The Seller agrees to sell the land, in which the Seller is the current
legitimate owner, located in the area specified in each agreement.

Price and Settlement

The Seller agrees to sell and the Purchaser agrees to purchase:
 Land located on Pathum Thani-Samkhok Road, Pathum Thani, having
an approximate area of 5-3-8 rais (2,308 sq.w.), for the purchase price of
Baht 28,000 per sq.w., totaling Baht 64.42 million
 Land located on Samakee Road, Nonthaburi, having an approximate
area of 2-0-97 rais (897 sq.w.), for the purchase price of Baht 30,000 per
sq.w., totaling Baht 26.91 million
The Purchaser agrees to settle the purchase of land by the payment of cash
in full amount upon the completion of the transfer of ownership at the
relevant Land Office.

Major Terms and
Conditions

 The Purchaser and the Seller agree to execute the registration of transfer
of ownership within 120 days from the date of the agreement. If for any
reason, the Purchaser fails to attend such execution within the specified
period, the agreement shall be immediately terminated.
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 The parties shall be equally responsible for the transfer fees.
 The Seller shall be solely responsible for taxation and other expenses
incurred in connection with the transfer of ownership of the land.

1.7 Consideration and Basis Used in Determining Value of Consideration
Total consideration for the acquisition of 2 land plots from the connected person is Baht 91.53 million, as
detailed below:
Land
Land on Pathum Thani-Samkhok Road, Pathum Thani
Land on Samakee Road, Nonthaburi

Total Area Baht per sq.w.
2,308 sq.w.
28,000
897 sq.w.
30,000
Total Consideration

Total (Baht)
64.62 million
26.91 million
91.53 million

Consideration of the acquisition of 2 land plots was based on indicative fair values appraised by two
independent valuers for the purpose of providing market value of concerned property, and after
negotiations between the Company and the Seller. The agreed purchase price is lower than the appraised
values.
1.8 Transaction Size
The transaction to acquire 2 land plots from Phatra House has a total consideration of Baht 91.53 million,
which had been fully settled by the Company in cash in December 2013. After combining the acquisition
cost with the revelant transfer fee borne halfly by the Company amounting to Baht 0.57 million, total
consideration for the Transaction is Baht 92.10 million.
The Transaction is regarded as a Connected Transaction relating to normal business transaction without
general trading conditions, with the transaction size of 8.47%, exceeding 3%, of Net Intangible Assets of
the Company, calculated from the latest consolidated financial statements as of 31 December 2013
audited by the SEC’s approved auditors. With this regard, the Company is required to seek approval from
the Shareholders’ Meeting prior to executing the transaction.
Since the Company had completed the Transaction in December 2013, the Board of Directors’ Meeting
passed a resolution to propose for the shareholders’ consideration and approval on the ratification of the
Transaction, with a vote of not less than three-fourths of the total number of votes of the shareholders
who have the rights to vote, excluding the votes of shareholders with vested interests.
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1.9 Benefits of the Transaction
The acquisition of land plots on Pathum Thani-Sam Khok Road, Pathum Thani and Samakee Road,
Nonthaburi, for the purpose of developing real estatement projects, will create benefits to the Company as
follows:
1)

Allow the Company to secure 2 land plots with potential for the development of residential and
commercial properties in accordance with its strategic development plan in enhancing revenue
stream from its secondary-real estate business in order to accommodate its long-term and
sustainable growth

2)

Enable the Company to accumulate raw land for continuity of project development

3)

Provide a good opportunity for the Company to earn increasing revenue and sound returns in longterm

4)

Diversify risk of reliance on the Company’s core business

5)

Reduce risk of future increase in land price for future project development

1.10 Source of Fund
Cash consideration for the acquisition of 2 land plots, totaling Baht 91.53 million, was financed from its
internal cash flow.
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2.

Company’s Profile

2.1

General Business Information
Company name
Registration no.
Head office address
Nature of business
Registered share capital

General Environment Conservation Public Company Limited
0107540000111
447 Bondstreet Road, Bangpood, Parkkred, Nonthaburi
Primary business – Industrial waste treatment and disposal service
Secondary business – Real estate development
Baht 900 million

Since the growing of industrial sector in Thailand has caused a significant increase in the amount of
pollution in the form of waste and toxic substance emitted by these factories, the Ministry of Industry
was well aware of this problem and saw the need for establishing a large scale treatment center to
handle the increasing volume of wastes. General Environemental Conservation Public Company Limited
was established on November 11, 1994 which the Ministry of Industry and G.C. Holding Company
Limited (currently known as Nueng Din Company Limited) had signed a joint venture agreement to form
this industrial waste treatment center.
2.2

Business Overview and Trends

2.2.1 Business Overview
Currently, the business of the Company and its subsidiaries (“the Group”) falls into 2 major categories
which are industrial waste treatment and disposal service and real estate business. List of the
companies within the Group classified by business type is as follows:
Company
General Environment Conservation Public
Company Limited

GENCO

Asia Patana Land Company Limited

AP

Industrial Waste Management (Asia)
Company Limited

IWMA

Type of business
Industrial waste treatment and disposal
service and property development
Purchase, sale, and develop land and
property projects
Industrial waste treatment and disposal
service
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The Group’s Structure as of 31 December 2013
Ministry of Industry
16.67%

Industrial Estate Authority of Thailand

Public Sector

1.67%

81.66%

General Environment Conservation
Plc.

99.99%
Asia Patana Land Co., Ltd.

99.99%
Industrial Waste Management
(Asia) Co., Ltd.

1) General Environment Conservation Public Company Limited (GENCO)
The Company operates principal businesses to offer services in treating and disposing of both
hazardous and non-hazardous industrial waste as well as offer services in collecting, storing and
transporting industrial waste. The Company has two industrial waste disposal facilities which are
Samaedum Waste Disposal Center/Research and Development for Environmental Preservation
Center at Ratchaburi province (“Samaedum Facility”) and Map Ta Phut Industrial Waste Disposal
Facility (“Map Ta Phut Facility”)
In the meantime, to enhance the stability of revenue stream, the Company invested in the supporting
business which is real estate business comprising commercial building, townhouse, condominium and
focuses on developing projects in Bangkog and surrounding areas.
Furthermore, the Company had expanded into related business with the establishment of subsidiary
companies in order to capitalize on its competitive capabilities and to offer more integrated and
comprehensive services
2) Asia Patana Land Company Limited (AP)
AP was established with the purpose of engaging in the real estate business including purchase,
sale, and develop land and property, with registered capital of Baht 170 million and paid-up capital of
Baht 170 million, comprising of 17 million ordinary shares with a par value of 10 Baht per share. The
Company holds 99.99 percent share of AP.
3) Industrial Waste Mangement (Asia) Company Limited (IWMA)
IWMA was established with the objective of offering services in treating waste and disposing business
with registered capital of Baht 200 million and paid-up capital of Baht 200 million, comprising of 20
million ordinary shares with a par value of 10 Baht per share. The Company currently holds 99.99
percent shares in IWMA.
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2.2.2 Business Trends
In the forward years, industrial waste treatment and disposal business will still be achieving continuous
growth, while, real estate business will continue to post significant growth and expansion. Revenue
derived from real estate business is anticipated to denominate larger portion of total revenues earned by
the Company than the industrial waste treatment and disposal business, as in year 2014 the Company
targets to launch a large-scale property project in Tiwanond area, where the realization of revenue shall
begin from year 2015-2017. The Company also plans to open more residential projects which will be
fully developed in early year 2015. Thus, the following years will be a year of extending the business of
real estate development which will enable the real estate sale revenue to become the main source of
revenue for the Company in the near future.
Nevertheless, the performance of the company could be impacted by political disturbances in the
country, which possibly leads to domestic economy and overall housing market recession.
2.3

Nature of Business Operation and Industry

2.3.1 Industrial Waste Treatment and Disposal Service
Types of Service
The Company’s principal business is offering services in treating and disposing of both hazardous and
non-hazardous industrial waste as well as offering services in collecting, storing, and transporting
industrial waste. The Company has two industrial waste disposal facilities which are Samaedum Waste
Disposal Center/Research and Development for Environment Preservation Center at Ratchaburi province
(“Samaedum Facility”) and Map Ta Phut Industrial Waste Disposal Facility (“Ma Ta Phut Facility”) which
its types of services are as follows:

1) Laboratory Analysis
GENCO provides services to analyze the chemical and physical properties of waste samples taken
from the customer’s factories. Testing of both hazardous and non-hazardous wastes is necessary in
order to identify which processes and operations the Industrial Waste Management Plant must
undertake for safely and effectively neutralize wastes in order to protect the environment. The
Company’s own laboratory is completely staffed and equipped, registered with the Department of
Industrial Works, and meets all applicable industrial standards.

2) Wastewater Treatment System
This treatment process is designed for wastewater or liquid sludge from electroplating factory,
dyeing factory and other industrial factories. The waste will be treated by chemical-physic and
biological processes until meeting the standard of industrial waste water treatment. Sludge that left
from the treatment will be sent to stabilization process and the deposing in the secured landfill later.
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3) Stabilization System
It is the process to detoxicate hazardous waste and converted that substance into solid. The
purpose of this process is to allow the chemical bonding of hazardous waste, to contain it from
spreading out to the environment as well as to change physical properties of the waste to make it
suitable for landfill, in which the waste that had gone through the process of stabilization will then be
buried into the secure landfill.

4) Secure Landfill System
This system uses for filing non-hazardous industrial waste and hazardous industrial waste that had
been stabilized and gone through solidication process. The secured landfill site is suited for
hazardous waste which effectively prevents the water or pollution from leaking of waste which differs
from sanitary landfill. The foundations of the secured landfill comprised of hardened clay soil highly
compacted until the water seepage rate is 1x10-7 cm./second and then lined with 8 layers of
materials with leachate collection property. Once the landfill has been filled up, it will be covered
with layers of same materials. Then it will be topped with plants and trees in order to make the site
to become natural environment. The secure landfill is located at the Research & Development for
Environmental Preservation Center located in Rachaburi, with approximately 500 rai.

5) Fuel Blending System
The system uses benefit from waste containg calorific content. Waste that has been gone through
fuel-blending process becomes synthetic fuel. The synthetic oil is used for alternative energy for the
manufacturing process that required oil to generate heat which is non-hazardous to the
environment.

6) Waste Transportation System
Provides services in collecting and transporting waste, in which the vehicles had been specifically
designed to transport different kinds of waste. Every vehicle utilized a jack cover which is in
accordance with the transportation standard. Moreover, every company’s driver had participated in
the safety training and held a licensed category 4 from the Department of Land Transportation. The
Company also practices Transportation Control System by the manifest which had been consented
by the Department of Industrial Works and Industrial Estate Authority of Thailand. The Company
also practices the GPS (Global Position System) which includes recording Black Box, in order to
record all the details and behaviors in using the vehicles, such as speed, distance, and time. These
records are used to control and enhance the transportation quality and to make contain that it is
highly safe from the starting point to the destination.
At present, the Company operates two industrial waste disposal facilities as follows:
1) Samaedum Facility which is located in Bang Khun Tien district, Bandkok. The Company had rented
this facility and has received operating rights from the Department of Industrial Works, the Ministry
of Industry uder the leasing contract and rights for use of the Samaedum Industrial Waste Disposal
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Center and Research & Development Center for Environmental Preservation at Ratchaburi province.
The contract held a leasing period of 10 years, starting from 1 October 1996 and at present, it had
been extended for an additional of 10 years, commencing from 1 October 2006 to 30 September
2016. Samaedum Facility was granted with a category 101 factory license for general waste
treatment; a category 105 license for industrial waste landfill use and a category 106 license for
recycling materials through industrial production processes.
2) Map Ta Phut Facility is located in Map Ta Phut Industrail Estate, Rayong Province. The Facility is
situated on the land plot number R26 and R27, covering an area of approximately 62.5 Rai. Map Ta
Phut Facility obtained a category 101 facory license for the purpose of operating a general waste
quality improvement facility. The Facility also owns the expanded area that were situated on the
land plot number S8 to S10 with an area of 29 Rai, 1 Ngarn and 82 Square wah, which had
received a category 105 factory license for using as an industrial waste landfill.
Industry Analysis and Competition
Industrial waste treatment and disposal business must comply with the notification of Ministry of Science
and Technology regarding type and size of the projects or the business related to the government, state
enterprise, private-and-public sectors requiring to conduct Environmental Impact Assessment Report
No.3 (B.E. 2539) dated on 22 January 1996, which requires all factories operating the treatment and
disposal of the waste or unused materials service under the Factory Act. prepare and submit
Environmental Impact Assessment Report at a stage of applying permission for factory operation, to the
Office of Natural Resources and Environmental Policy and Planning for their approval. Currently, the
factories providing treatment and disposal of hazardous and non-hazardous waste service is divided into
3 types: Factory type 101 - General waste quality improvement facility, Factory type 105 - Industrial
waste landfill facility, and Factory type 106 - Waste recycling facility. Accordingly, the entrepreneurs who
operate waste treatment and disposal business with operation certificates are divided into groups as
follows:

Burial Waste Treatment – Industrial waste will be gone through stabilization and solidification process as
theoretically defined in Environmental Impact Assessment procedures.
High-temperature Waste Treatment – This waste treatment system is usually licensed to the entities
operating cement plants. However, it is recently required the burning wastes be used only as a
subsitution of raw materials and fules, resulting in a small number of entrepreneurs within this group,
leading to low competition.
Waste Recycling Treatment - At present, there are a large number of entrepreneurs who have been
granted permission in recycling wastes.
To compete within the market, the Company enhances its competitive advantages by developing and
adapting its business policies corresponding to the current market situation. Its major marketing policies
include:
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Marketing Policy
1) Market Development
The Company emphasizes on the development of new products striving to bring in new
technologies to be used in the business, and focuses on developing Reseach and Development
unit.
2) Marketing Focus
The Company adheres to the principle of serving customers with its standards, maintaining quality
and brand image, building creditability and keeping good relations with its current customers, while
expanding customer base with its well-perceived standard and quality of services by customers in
both public and private sectors. The Company confidences that its standard in delivering quality
service would be able to attract new customers who wish to follow rules for environmental
protection.
3) Standard Focus
The Company aims to fulfill its commitment to deliver quality services in treating and disposing
industrial waste under appropriate practice and in accordance with international environmental
management standard – ISO 9001, ISO 14001 and TIS & OHSAS 18001, in order to ensure
customer satisfaction.
Industry Analysis and Trends in 2014
The growth of Industrial Sector in Thailand in 2013 decreased from year 2012, not only from the
decerase in manufacturing capacity as evidenced by a reduction in the amount of industrial waste
requesting for disposing authorization from Department of Industrial Works, but also a decrease in the
number of entrepreneurs who qualify for Board of Investment (BOI) privileges. Table 1 below indicates
that the number of BOI projects decreased by 11% from year 2012, reflecting a negative growth trend of
Industrial Sector in year 2013. To further support such analysis, Table 2 shows that the number of
factories requesting to transfer waste to be disposed in 2013, as classified by waste types: Hazardous
waste and Non-hazardous waste, increased only at approximately 6%.
Table 1 Projects receiving BOI privileges
Unit: Thousand Million Baht

No. of projects
Total investment value
Total registered capital

2011
1,649
447.3
73.6

2012
2,260
983.6
102.8

2013
2,016
1,207.3
136.5

Source: Board of Investment
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Table 2 Factories requesting to transfer waste to be disposed
Unit: Factories

Hazardous waste
Non-hazardous waste
Total

2011
6,203
6,953
13,156

2012
6,526
7,513
14,039

2013
6,840
7.989
14,829

Source: Department of Industrial Works

Though, as shown Table 3, the amount of industrial waste requesting to be disposed in appropriate
system decreased from previous year by 32%, especially for non-hazardous waste which posted a harsh
drop by 33%.
Table 3 Amount of industrial waste requesting to eliminate in appropriate system
Unit: Million Tonnes

Hazardous waste
Non-hazardous waste
Total

2011
3.1
28.8
31.9

2012
2.9
43.4
46.3

2013
2.6
29.0
31.6

Source: Department of Industrial Works

In sum, for the hazardous industrial waste treatment business environment for the year 2013, the
amount of hazardous waste requesting for appropriate disposal decreased by 10% from previous year,
reflecting a high tendency that the amount of hazardous waste for the year 2014 will be decreased; due
to domestic problems (both economic and political issues). To support this hypothesis and analysis of
Thailand’s economic situation for the year 2014, the Company refers to the economic analysis article of
Kasikorn Research as at 31 January 2014 which mentioned that “Mounting political pressure came into
play amid a downtrend in economic indicators such as private investment, manufacturing production and
exports. Due to that, the economy was steady in Quarter 4/2013 with around 0.0% growth (YoY)
compare to the same period of previous year; while the overview of 2013 expanded at 2.7%, slowed
down from the year 2012 that expanded at 6.5%.
In operating hazardous industrial waste treatment business, the Company continues to commit in
maintaining current customers and tried to wrest existing market share from competitors. The company
only holds 2% of the market share of hazardous waste that request to be disposed in the appropriate
system. Even though the amount of hazardous waste decreased but the existing market is a large
market which the Company has to compete for the market share. The Company hopes to see the
Department of Industrial Works increases its strictness of law enforcement on proper treatment and
dispose of industrial waste, up to the standard and use control strategies that the Department of
Industrial Works monitored the Company. Price competition and service providers that reduce treatment
quality to reduce cost will be decreased.
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2.3.2 Real Estate Business
Types of Services
Real Estate Business is the expanding business of the Company in order to enhance revenue streams
and increase the stability of the Company. This business consists of commercial building, townhouse,
and condominium, focusing on developing in the project in Bangkok and surrounding areas. The details
are as follows:
1) Commercial Building
The target market is middle-income and those who preferred to reside in a commercial area of the
suburban. A successfully completed project is Asia Commercial 1, which is located in Bang Bua
Thong, Nonthaburi province with an area of 798 square wah. A total of 39 units had been
constructed and 72% of the total unit had been reserved and transfered to the customers. Bang
Bua Thong Home Office Project is located in Bang Bua Thong, Nonthaburi province with 688
square wah, a total of 25 units. At the present the project had been completely constructed and
92% of the total unit had been reserved and transfered to the customers.
2) Townhouse
Targetted the middle-income market segment and those who preferred to reside in a sufficient
living space with in a suburban location. A successfully completed project is Baan Naowarat
(Rattanathibet-Bang Bua Thong), which is located in Nonthaburi province with an area of 7 Rai, 3
Ngan and 97 square wah. The project was divided into 100 units of townhouse and at the present
it had been constructed. 92% of the total unit had been reserved and transferred to the customers.
In the year 2010, 10 units of the phase in the commercial building part had been expanded.
Currently, the project had been completed and transfered to all of its customers.
3) Condominium
Targetted the middle-to-high income market segment, who preferred to reside in the modernized
building with efficiently-desinged utility space and convenience for travel. A successfully completed
project is The Plenary, which is located in Klong Sarn, district of Bangkok with an area of 627
square wah. A total of 170 units had been completely constructed in year 2010 and 37% of the
total unit had been reserved and transfered to the customers. The Company owns part of the
Mueng Thong Bangna project, which is located in Bangpli District, Samut Prakarn province, close
to Huachiew University. The project comprises a total of 7 buildings with 205 units owned by the
Company, 15% of the units owned by the Company had been reserved and rented.
Industry Analysis and Competition
Marketing Policy
1) Select suitable locations for project development that match with the target customers’ needs and
are convenient for transportation.
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2) Operate within its standard, deliver quality products, closely monitor and meticulously inspect before
delivery.
3) Use attractive sale promotion as well as marketing tools and activities to stimulate sale transaction.
Industry Analysis and Trend in 2014
Overall, both demand and supply of real estates in Bangkok and its surrounding areas in the third
quarter of 2013 has well-expanded. However, in the last quarter of 2013, property supply continually
flown into the market especially the increasing number of new condominium projects launched during
the year leads to intense competition in some areas and decreasing sale. Moreover, the main factors
affecting real estate growth are such as political situation, economic downturn, and household debt
crisis. All of which cause lower purchasing power and capability of the consumers to accommodate
debts on their properties.
Based on the figures from Real Estate Information Center, there are 89,100 newly registered residential
units in the first nine-month of 2013 (January to September), slightly increase compared to the same
period of the previuos year, which are 87,432 units. Condominium has the highest proportion which its
total registration in the first three quarters is 46,700 units or 52% of newly registered residences. While
detached house has only 22,500 units or 25%, townhouse has 11,400 units or 13%, commercial building
has 7,400 units or 8%, and duplex has 1,100 units or 1%.
Details of newly registered residences in Bangkok and its surrounding areas classified by types of
residences in the period of January – September in 2012 and 2013 are as follows:
Type of Residence
Detached House
Duplex
Townhouse
Commercial Building
Condominium
Total

2012
24,263
967
7,346
3,040
51,816
87,432

2013
22,500
1,100
11,400
7,400
46,700
89,100

Source: Real Estate Information Center

For the transfer of the residences in the first 3 quarters of 2013, there are a total of 123,700 transferred
units worth Baht 296,900 million, or increased by 9% in comparison to the same period of the previous
year, which has approximately 114,006 units transfered. The largest proportion came from condominium
with 49,700 untis (Baht 106,000 million) or 40% of total transferred units. Townhouse was 37,600 units
or 31%, Detached House was 22,700 units or 18%, Commercial Building was 10,000 units or 8%, and
the rest was Duplex which was approximately 3,700 units or 3%.
Details of the transfer of residence units in Bangkok and its surrounding areas in the period of January –
September in 2012 and 2013 are as follows:
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Type of Residence
Detached House
Duplex
Townhouse
Commercial Building
Condominium
Total

2012
20,065
3,213
33,490
9,972
47,266
114,006

2013
22,700
3,700
37,600
10,000
49,700
123,700

Source: Real Estate Information Center

Property Price Index 2013, as publised by Real Estate Information Center, Government Housing Bank,
stated that the price of detached house and townhouse located in Bangkok, Nonthaburi, Pathum Thani,
and Samut Prakarn has increased in comparison to the price in second half of year 2012 as shown
below:
Price Index
Detached House
Detached House in Bangkok
Detached House in Nonthaburi, Pathum
Thani, and Samut Prakarn
Townhouse
Townhouse in Bangkok
Townhouse in Nonthaburi, Pathum Thai and
Samut Prakarn

2013
115.1
114.1

Increase from 2012 by (%)
6.1
6.0

116.0

6.2

121.3
124.5

6.9
7.5

119.3

6.6

Source: Real Estate Information Center

Industry Trend in 2014
Kasikorn Research expects that the number of new residential projects launched in Bangkok and its
surrounding areas in 2014 will be approximately 75,500-85,500 units, or deceased by 35.0%-42.6%,
compared to that of 2013, which grew by 28.9%, as challenged by numerous risk factors including
political turmoil as well as risks inherited in property development in Bangkok and its surrounding areas
being an increasing competition in launching new projects, especially during the period of 2009–2013
when the positive factors encouraged the market. These lead to an oversupply of the properties in early
2014. The report of Agency for Real Estate Affairs (AREA) also revealed that the existing unsold units in
Bangkok and its suburbs at the end of 2013 was about 143,543 units, or 11.3% increased from 2012
which had 128,934 cumulative unsold units. Nonetheless, the increasing numbers of projects launched
has, in turn, led to a rise in land price and higher project development cost, resulting in a plunge of real
estate unit’s price, consequently collapsing consumers’ purchasing power.
Furthermore, the analysis of industry trend 2014 by Bangkokbiznews addressed that the average sale
price of horizontal development projects will increase in line with an increase in land cost particularly in
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the area along the BTS line. Whereby, the location for the development of townhouse projects will still
be in inner Bangkok. In term of selling price, detached house of around Baht 3-5 million is expected to
be the most preferred price range, but may be developed in outer Bangkok area. The residential
property with higher price range will be least impacted as the target customer is high-and-stable income
earners. While, the horizontal residence and condominium tends to price less than Baht 2 million, being
the most affordable price.
In respect of the property market analysis and trend in 2014, it is expected that the developers residing
in Bangkok and its surrounding areas will adjust their investment plans corresponding to the market
circumstances, as in the past both large and small property developers have launched several projects
into the market as discussed above, coupled with a surge in land price, economic downturn, increasing
household debt, as well as political issues. Property market in Bangkok and its suburbs seems to be
directly affected by political turbulence in the country leading to a lower investment and selling activities
in early year 2014 as it creates difficulties in launching marketing campaigns. While, consumers tend to
delay their purchasing decision until the political tension has gone. Despite several negative factors, low
interest rate and the official launch of ASEAN Economic Community (AEC) in 2015 will appreciate the
growth of real estate business. Accordingly, the Company will closely monitor the market and economic
circumstances and adjust its investment policy in accordance with the changing market conditions.
2.4

Business Risk Factors

2.4.1 Operational Risks in the Industrial Waste Treatment Business
Risk from operations
Due to the nature of the industrial waste treatment business, the service provider is responsible for any
ensuring damage, from the collection of waste from clients’ factories – the source of waste – until the
final phase of waste disposal. If there are any shortcomings with this process, it could affect the health
of people and the environment. Furthermore, the Samaedum and Map Ta Phut Facilities which provide
industrial waste treatement and disposal services are located in the populated areas. Consequently,
societies and communities adjacent to both facilities may be impacted by company’s waste treatment
processes. This could potentially result in petitions filed against the Company in the event of any
damages. In a worst-case scenario, the Company would be forced to cease operations until the failing in
question has been corrected. Naturally, this would affect the Company’s revenues.
The Company realises the potential for such damage and so has implementd measures to control and
prevent this risk with the following measures:
(1) Strictly comply with environmental impact reduction measures, as well as Environmental
Impact Assessment measures (EIA) as approved by the Office of Environmental Policy and
Planning Committee, the Ministry of Natural Resources and the Environment.
(2) Strictly comply with the announcements, rules, regulations and codes issued by official
agencies relevant to the Company’s operations.
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(3) Conduct operations in accordance with environmental management standard system, in
relation to hygiene and quality management system, to ensure that the Company’s activities
will not disrupt either the environment or communities. Waste Treatment Facilities have been
awarded ISO 14001 environmental management standard certification, the TIS&OHSAS
18001 safety management standard certification for hygiene and the environment and the
ISO 9001 quality management standard certification from the ISO Certification Institute.
(4) Oversee that operations comply with the Company’s own rules, regulations, codes,
operational authority manual and policies. To this end, an Executive Management Systems
Committee has been established with the duty of supervising and monitoring corporate
operations to ensure that these rules, regulations, codes, manuals, and policies are adhered
to.
(5) Establishment of a protection fund to provided coverage for potential damages.
(6) The Company has educated the communities in adjacent areas, while also provided
consistent support. Moreover, the Company participates in community activities, to foster a
greater understanding of the corporation’s environmental waste management processes
among both the immediate areas and other more distanced locates.
Risk from competition
Presently, the several companies have received the certification of business operation in industrial waste
treatment and disposal. However, the Company has several strengths that differentiate from its
competitors which summarized as follows:
(1) The Company has received a license to operate a waste treatment facility under categories
101, 105, and 106. This allows it to offer truly comprehensive waste disposal services for its
clients.
(2) The Company has received ISO 9001, ISO 14001 and TIS & OHSAS 18001 certifications,
which is an important consideration in the transportation of industrial waste from customers’
factories which operates under industrial standards certification systems.
(3) The Company’s waste management standards meet EU and US standard.
(4) Ministry of Industry is the Company’s major shareholders, which build confidence and
acceptance in giving high standard services.
(5) The Company has the highly efficient emergency team, on-call 24 hours.
(6) The laboratory facility of the Company operates to the highest standards of efficiency and is
listed on the registrar of private sector laboratories by the Department of Industrial Works.
(7) Clients have shown their acceptance, credibility and trust in the Company’s system of
industrial waste disposal and treatement.
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2.4.2 Operational Risks in Real Estate Business
Risk from competition
The property business is company’s secondary business, which serves to expand its revenue base and
ensure greater organisational stability. Nonetheless, the residential housing market is currently under
intense competition. The Company therefore closely monitors the residential housing market and
economic direction indicators. However, the majority of company’s projects comprises of the middle
range market, with its emphasis on quality and service to ensure customer satisfaction, the Company is
confident that it will be able to grow steadily in the future.
Risk from shortage of construction labour
The construction industry is still a labour intensive business. In some circumstances, there are labour
shortages, especially for skilled labour. This leads to an increase in labour costs and construction
contractor costs. Not only does this impact overall costs, but may also lead to construction delay as well.
To avoid this risk, the Company has used outsource contractors who possess their own respective
manpower teams. In addition, the Company has policy to purchase completely constructed projects to
renovate and sell, this cuts the need for labour significantly.
Risk from fluctuation of construction material prices
A dramatic expansion of real estate industry in the past year leads to a rise in raw material prices
causing the Company’s project development cost to increase, followed by a drop in earning ability.
However, the Company has mitigated risk of raw material price volatility by negotiating turnkey
construction contract covering pre-agreed price and quantities of raw materials to be used in advance of
setting the project’s selling price. Moreover, the Company has also mitigated the risk by selecting
construction contractors and suppliers who used to work for the Company and offer the most competitive
price so as to reduce risk that the construction cost may be higher than budget.
Risk of Land procurement for future project development
Land is considered a major raw material for the project development, therefore, searching for land in the
proper area with the upside potential for the business may take certain time. In some area, there are
only a few suitable land available. Furthermore, procurement of land involves with price negotiation with
the landlords as well as an effort to conclude the agreement. In alleviating the risk of not having land for
future development, the Company has established its own real estate development division responsible
for land procurement. Such risk has also been mitigated through an extensive network with 2-3 land
brokers who assist in sourcing appropriate land plots for future projects.
Risk of poor performance in an early stage of project development
According to Thai Accounting Standard, the Company will not be able to recognise revenue from sale of
property projects until the right of ownership has been transferred to the purchaser. Additionally, during
such period, the project usually incurs high expenses associated with employee, marketing and sale
promotion, the company is, therefore, prone to suffer a loss at an initial stage of project development.
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However, in order to enhance stability of revenue stream, the Company has a policy to develop small to
medium sized property projects which typically take shorter time for the construction, enabling the
Company to realise revenue earlier.
Financial Risks
1) Interest rate risk
Fluctuations in future interest rates naturally impact the Company’s operation and cash flows, owing
to its loan contracts made with floating interest rates. Additionally, the contracts allow the Company
to prepay the loan without penalty fee.
The Company has closely monitored interest rate changes and therefore predicts that it will not be
much impacted by interest rate fluctuations.
2) Liquidity risk
Risk associated with liquidity is attributed to shortcomings in cash and cash equivalent items.
Normally, the Company and its subsidiaries monitors liquidity risks and maintains sufficient levels of
cash and cash equivalents for operating needs in order to reduce the risk of cash flow fluctuations.
3) Risk from investment in subsidiaries
In the event that the Company’s subsidiaries are unable to raise funds for investments in expansion,
in its capacity as a major shareholder, the Company is obliged to provide capital assistance for the
new projects. If the subsidiaries’s performance subsequently fails to meet the targets, the Company
may be affected by its investments from its role as a shareholder. There is therefore a risk that the
Company will not receive its expected return on investments.
The Company has a strong financial position, so this risk has no significant effect on its liquidity.
Nonetheless, the Company expects that the operations of its subsidiaries will reach optimum
performance shortly. The Company’s investments stress in business expansion and include
investments in businesses that will support its services in the future.
2.5

Revenue Structure
Revenues of the Company and its subsidiaries for the year 2011-2013 are divided as follows:
Operated
by

2011
million
%
79.49
191.46

2012
million
%
71.37
219.27

2013
million
%
55.92
243.74

Revenue from service–Industrial
waste treatment service

GENCO

Revenue from Sales-Real Estate
Development Business

GENCO
AP

22.94

9.52

72.24

23.52

185.29

42.51

Other income

GENCO
AP IWMA

26.48

10.99

15.71

5.11

6.85

1.57

240.88

100.00

307.22

100.00

435.88

100.00

Total revenue
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The Company’s consolidated revenue for the year 2011, 2012 and 2013 amounted to Baht 240.88
million, 307.22 million, and 435.88 million, respectively. In 2011 and 2012, the Company’s main source
of revenue was from industrial waste treatment and disposal service business, which accounted for
approximately 70-80% of the total revenue. For the year 2013, revenue derived from industrial waste
treatment and disposal service decreased to 55.92% of total revenue, representing 11.6% growth over
year 2012 which was lower than 14.52% growth from year 2011. While, revenue from real estate
business has grown up steadily, accounted for more than 42% of total revenue in 2013 in line with the
Company’s business plan to increase revenue from its secondary-real estate business in order to
enhance stability of business operation.
2.6

Board of Directors, Major Shareholders, and the Management

2.6.1 Board of Directors
As of 31 December 2013, the Board of Directors consists of 10 directors as follows:
1. Dr. Witoon
2. Mr. Asawin
3. Asst.(Prof.) Ronnachai
4. Mr. Itthirit
5. Mr. Detpon
6. Dr. Nattapon
7. Mr. Angkhani
8. Air Vice Marshal Kosok
9. Ms. Nawarat
10. General Trairat
11. Dr. Verapong

Simachokedee
Wipoosiri
Tantragoon
Wipoosiri
Wipoosiri
Nattasomboon
Vorasaph
Prakongsap
Anomasiri/1
Rungaratna/2
Chaiperm

The Chairman of the Board
Director / Chairman of the Executive Committee
Director / Managing Director
Director / Deputy Managing Director
Director
Director
Chairman of the Audit Committee / Independent Director
Audit Committee / Independent Director
Audit Committee / Independent Director
Audit Committee / Independent Director
Independent Director

/1

Ms. Nawarat Anomasiri has been appointed by the resulotion of the Board of Directors’s Meeting no. 1/2014 as an Audit
committee and Independent director, to replace General Trairat Rungaratna, effective from 14 March 2014.
/2
General Trairat Rungaratna resigned from Audit committee and Independent director on 3 March 2014.

Authorized directors are Dr. Witoon Simachokedee, Mr. Asawin Wipoosiri, Asst.(Prof.) Ronnachai
Tantragoon, Mr. Itthirit Wipoosiri. The joint signatures of any two of these four authorized signatories with
the Company’s seal are required for validity.
2.6.2 Major Shareholders
As of 1 April 2014 (The latest share register book closing date for collecting shareholders name under
Section 225 of the Securities and Exchange Act for Annual General Meeting of Shareholders 2014), the
company has authorised and paid-up share capital of Baht 900 million, divided into 900,000,000 shares
with a par value of Baht 1 and its major shareholders are:
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Shareholders
1. Wipoosiri Group
Mr. Itthirit Wipoosiri holds 77,249,600 shares
Mr. Charnwit Wipoosiri holds 52,000,000 shares
Mr. Piyawit Wipoosiri holds 20,472,300 shares
Ms. Waraporn Suwantewarat holds 20,472,300 shares
Phatra House and Property PCL. holds 30,824,800 shares
2. Ministry of Industry
3. Ms. Nanthakarn Thongpraparn
4. Mrs. Porntip Archakul
5. Ms. Somjit Thara-amornrat
6. Mrs. Ing-sarisa Kantakom
7. The Industrial Estate Authority of Thailand
8. Mr. Wachira Sajadel
9. Mrs. Somporn Thongdejsri
10. Thai NVDR Company Limited
Total

No. of shares
180,546,700

%
20.06

150,000,000
40,800,000
35,900,000
33,458,900
21,065,900
15,000,000
12,515,400
11,000,000
10,719,600
511,006,500

16.67
4.53
3.99
3.72
2.34
1.67
1.39
1.22
1.19
56.78

2.6.3 The Management
As of 31 December 2013, the Company’s management team consists of 4 personnels as follows:
Wipoosiri
Chief Executive Officer
1. Mr. Asawin
2. Asst.(Prof.) Ronnachai Tantragoon
Managing Director
3. Mr. Itthirit
Wipoosiri
Deputy Managing Director
4. Mr. Sombat
Piyasachaboon
Plant Manager, Map Ta Phut Office
2.7

Operating Results and Financial Positions
The Company’s consolidated financial positions as of the year 2011-2013:
Financial Position

Assets
Cash and cash equivalents
Trade and other receivables
Real estate development costs
Supplies
Total current assets
Deposits at financial institution pledged as collaterals
Long-term investments – available for sale
Other receivable and long-term loan to subsidiary
Land and structures held for future development
Investment property
Property, plant and equipment
Intangible assets
Other non-current assets
Total non-current assets
Total Assets

31 Dec 11
Million
%
59.87
53.16
449.60
3.31
565.94
0.91
30.26
37.68
230.88
183.45
0.61
84.40
567.63
1,133.57

5.28
4.69
39.66
0.29
49.93
0.08
2.67
3.32
20.37
16.18
0.01
7.45
50.07
100.00

31 Dec 12
Million
%
41.62
50.11
411.11
3.23
506.08
0.91
27.94
27.15
351.36
163.00
0.04
59.16
629.52
1,135.60

3.66
4.41
36.20
0.28
44.56
0.08
2.46
2.39
30.94
14.35
0.00
5.21
55.44
100.00

31 Dec 13
Million
%
151.26
54.90
291.42
3.27
500.85
0.76
38.47
446.71
10.15
160.43
6.591
663.11
1,163.95

13.00
4.72
25.04
0.28
43.03
0.06
3.31
38.38
0.87
13.78
0.57
56.97
100.00
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Financial Position

Liabilities
Trade and other payable – other companies
Trade and other payable – related parties
Current portion of long-term loans
Other current liabilities
Total current liabilities
Long-term loans from financial institution-net
Employee benefit obligations
Accrued costs of landfills
Accrued environmental protection fund
Total non-current liabilities
Total Liabilities
Shareholders’ Equity
Paid-up share capital
Premium on share capital
Retained earnings
- Appropriated for legal reserve
- Unappropriated
Other component of shareholders’ equity
Total equity holders of the parent company
Non-controlling interest
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity

31 Dec 11
Million
%

31 Dec 12
Million
%

31 Dec 13
Million
%

38.54
0.39
20.29
59.21
3.48
34.00
6.38
43.86
103.08

3.40
0.03
1.79
5.22
0.31
3.00
0.56
3.87
9.09

43.00
0.40
1.13
0.48
45.01
1.66
34.00
2.38
38.04
83.06

3.79
0.04
0.10
0.04
3.96
0.15
2.99
0.21
3.35
7.31

36.76
0.47
0.55
37.78
1.71
34.00
2.38
38.09
75.87

3.16
0.04
0.05
3.25
0.15
2.92
0.21
3.27
6.52

900.00
195.67

79.40
17.26

900.00
195.67

79.25
17.23

900.00
195.67

77.32
16.81

6.60
(4.85)
(66.92)
1,030.49
1,030.49
1,133.57

0.58
(0.43)
(5.90)
90.91
90.91
100.00

7.09
19.13
(69.34)
1,052.54
1,052.54
1,135.60

0.62
1.68
(6.11)
92.69
92.69
100.00

7.62
29.76
(44.97)
1,088.08
1,088.08
1,163.95

0.65
2.56
(3.86)
93.48
93.48
100.00

The Company’s consolidated statements of comprehensive income for the year 2011-2013:
2011
Million
%

Revenue
Revenue from services – service business
Revenue from sale – real estae development business
Total Revenue
Expenses
Cost of service – service business
Cost of sale – real estate development business
Selling and administrative expenses
Total expenses
Other income
Profit before finance cost and income tax
Finance cost
Income tax expense
Profit for the year
Other comprehensive income (loss)
Change in fair value of available for sale securities
Actuarial gain(loss) on employee benefit plan
Total other comprehensive income (loss)
Total Comprehensive Income For the Year
/1
reclassified for analytical purpose

2012
Million
%

2013/1
Million
%

191.46
22.94
214.40

89.30
10.70
100.00

219.28
72.24
291.52

75.22
24.78
100.00

243.74
185.29
429.03

56.81
43.19
100.00

141.29
15.21
63.69
220.19
26.48
20.69
(0.15)
20.54

65.90
7.10
29.70
102.70
12.35
9.65
(0.07)
9.58

146.95
47.77
76.24
270.96
15.71
36.27
(1.62)
(8.16)
26.49

50.41
16.39
26.15
92.95
5.39
12.44
(0.55)
(2.80)
9.09

155.57
135.92
100.74
392.23
6.85
43.65
(0.02)
(12.46)
31.17

36.26
31.68
23.48
91.42
1.60
10.18
0.00
(2.90)
7.27

(6.62)
(6.62)
13.92

(3.09)
(3.09)
6.49

(2.42)
3.15
0.73
27.22

(0.83)
1.08
0.25
9.34

4.37
4.37
35.54

1.01
1.01
8.28
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The Company’s consolidated statement of cash flows for the year 2011-2013:
2011
45.48
(7.42)
(43.76)
(5.70)
65.58
59.87

Unit : million Baht
Net cash provided by (used in) operating activities
Net cash provided by (used in) investing activities
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents – beginning
Cash and cash equivalents – ending

2012
95.19
(85.29)
(28.16)
(18.25)
59.87
41.62

2013
214.60
(103.83)
(1.13)
109.64
41.62
151.26

Remark :
The Company’s financial statements as of 2011-2013 were audited by Mr. Boonlert Kaewphanpruk, the Certified Public Accountant
No. 4165, BPR Audit and Advisory Company Limited, who is the SEC’s approved auditor.

Key financial ratios
2011

Liquidity Ratios
Current ratio
Quick ratio
Account receivable turnover
Average collection period
Account payable turnover
Average payment period
Profitability Ratios
Gross profit margin
Earning before interest and tax margin
Net profit margin
Return on equity
Efficiency Ratios
Return on total assets
Return on fixed assets
Total assets turnover
Leverage Ratios
Debt to equity ratio
Debt to total assets ratio
Per share
Net earnings per share
Book value per share

2012

2013

times
times
round
days
round
days

9.56
1.96
4.03
90.51
4.06
89.88

11.24
2.11
5.65
64.66
4.78
76.43

13.26
5.54
8.17
44.67
7.31
49.94

%
%
%
%

27.00
9.65
9.58
1.99

33.20
12.44
9.09
2.52

32.06
10.17
7.26
2.86

%
%
times

1.81
11.20
18.91

2.33
16.25
25.67

2.68
19.43
36.86

times
times

0.10
0.09

0.08
0.07

0.07
0.07

Baht
Baht

0.02
1.14

0.03
1.17

0.03
1.21

2.7.1 Financial Performance Review
2011-2013 Performance
Thailand’s Gross Domestic Product (GDP) for the year 2013 expanded 2.9%, much lower than 6.5% in
2012 (Kasikorn Research) caused by mounting political pressure during last two months of 2012 amid a
downtrend in economic indicators such as domestic consumption, private investment, manufacturing
production and exports, leading to a downward trend in an overall growth of the Company this year.
Nonetheless, the Company still posted outstanding performance in the year 2013 achieving its financial
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targets due to accumulative better performances during the first three quarters, though impacted by
weaker economic situation in the last two months of the year.
In 2013, the Group reported consolidated revenue of Baht 435.88 million, grew by Baht 128.65 million, or
41.87% from 2012. Total comprehensive income in 2013 amounted to Baht 35.54 million, compared to
Baht 27.22 million in 2012, or a surge by 30.56% over last year. The main driving factor was a
significant growth of the total revenue by 41.87% from previous year as well as its efficiency in
controlling cost and operating expenses.
Revenue and Cost by Business Segment
1)

Industrial Waste Treatment and Disposal Business
In 2012, the Company reported revenue from Industrial waste treatment and disposal business of
Baht 219.28 million, increased from Baht 191.46 million or 14.53% rised from previous year, due to
an increasing amount of industrial waste requiring disposal. While, service income for the year
2013 was at Baht 243.74 million, or 11.16% rise form previous year due cheifly to an increase in
revenue from expanding customer base.
Furthermore, efficient and effective cost control in 2012 and 2013 drives a strong growth in the
Company’s performance by lowering overall cost of service, which, in year 2011 represented
73.79% of total service revenue, down to 67.02% and 63.83% in year 2012 and 2013 respectively.

2) Real Estate Development Business
Revenue from real estate development business continuously improved from Baht 22.94 million in
year 2011 to Baht 72.24 million in year 2012 and Baht 185.29 million in year 2013, representing a
growth of 214.93% and 156.49%, respectively. A sharp increase in revenue from real estate
business in year 2013 was driven by the sale of the Plenary Condominium project, devoted by a
strong performance of marketing team coupled with its attempt to improve the room’s appearance to
attract new customers.
Cost of sales from real estate development business accounted for 73.36% of total sale revenue in
year 2013, higher than 66.13% in year 2012, and 66.32% in year 2011, due mainly to high
development cost of the Plenery project, which were the main portion of sale revenue in 2013.
Selling and Administrative Expenses
Selling and administrative expenses consists mainly of the expenses for employee welfares and
management remuneration. For the year 2011-2013, the Company’s selling and administrative expenses
were approximately at Baht 70-100 million. In 2013, such expenses accounted for 23.48% of total
revenue, improved slightly from 26.25% in year 2012 and 29.70% in year 2011, due to the efficiency of
cost control as mentioned earlier.

Asia Plus Advisory 39

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

Operating Profit and Net Profit

Operating Profit
The Group recorded operating profits (EBIT, excluding other income) of Baht 51.98 million, 66.82 million,
and 68.03 million, in year 2011-2013, representing the EBIT margin of 24.24%, 22.92%, and 15.86%,
respectively. A drop in 2013 EBIT margin was due to a decrease in gross profit margin of the Plenary
Condominium project which has higher development cost than other projects.
Operating margin by business segment shows that real estate development business had an average
operating margin of 20%, higher than that of the Industrial waste treatment and disposal business at
24% on average.

Net Profit
The Group reported consolidated net profit of Baht 20.54 million, 26.49 million, and 31.17 million,
representing the profit margin of 9.58%, 9.09% and 7.26% for the year 2011-2013, respectively. A
reduction in 2013 profit margin was mainly due to higher project development cost as previously
mentioned. A shrink growth in consolidated net profits from 28.98% in year 2012 to 17.64% in year 2013
was due to the impact of economic contraction in the fourth quarter of 2013.
Speaking of profitability by business segment, the real estate development business had an average net
profit margin of 14%, compared to that of the core business – industrial waste treatment and disposal
service at 10%.
2.7.2 Financial Position
Assets
In 2011-2013, total assets of the Group amounted to Baht 1,133.57 million, 1,135.60 million, and
1,163.95 million, respectively. The Group’s core assets consisted of property development for sale which
includes commercial building, condominium and townhouses projects, contributed to 25.04-39.66% of
total assets. Land held for future development also highly denominated, being at approximately 20.3738.38% of total assets. The Group’s total assets increased from Baht 1,135.60 million in year 2012 to
Baht 1,163.95 million in year 2013 or 2.50% rise from previous year, due to the purchase of additional
four land plots located in Pathum Thani and Nonthaburi provinces with prospects for future development.
Liabilities
The Group’s total liaiblities appeared in the balance sheet at the end of year 2011-2013 amounted to
Baht 103.08 million, 83.06 million, and 75.87 million, respectively. Major elements of the Group’s
liabilities include trade and other payables which represented 37.39-51.77% of total liabilities, and
accrued landfill cost, which represented 32.98-44.81% of total liabilities. The decrease in total liabilities
from Baht 103.08 million in year 2011 to Baht 75.87 million in year 2013 was due to an early settlement
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of the trade and other payable together with the loan repayment to financial institution which loaned
since 2009 for property development. Such loan was fully paid off in year 2012.
Shareholders’ Equity
The Group’s shareholders’ equity as of 2012 was Baht 1,052.54 million, an increase of Baht 22.04
million from the previous year was mainly driven by the 2012 total comprehensive income of Baht 27.22
million, while, paying out dividend of Baht 9 million based on 2012 financial result. In addition, a change
in accounting policy from the adoption of new income tax standard resulted in an increase in the Group’s
retained earnings 2012 of Baht 3.82 million. While, in 2013, the Group had shareholders’ equity of Baht
1,088.08 million, risen from previous year by Baht 35.54 million which was solely from its earnings
posted in year 2013.
As such, the Company’s book values per share as of 2011-2013 were 1.14 Baht per share, 1.17 Baht
per share and 1.21 Baht per share, respectively.
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3.

Opinion of Independent Financial Advisor Regarding Reasonableness of the Transaction
In assessing rationale and reasonableness of the Transaction, the Independent Financial Advisor takes
into account the following matters:

3.1

Objectives and Necessity of the Transaction
The Company purchased 2 land plots of 5 rai 3 ngan 8 sq.w. on Pathum Thani-Sam Khok Road,
Pathum Thani and 2 rai – ngan 97 sq.w. on Samakee Road, Nonthaburi from Phatra House and
Property Public Company Limited with an intention to develop property projects in addition to its existing
projects under development.
The projects to be developed on the land acquired typically comprise residential property for sale and
commercial property for rent, in line with the Company’s strategy to expand its secondary-real estate
business. In supporting the expansion plan, the Company continuously searches for land plots in high
potential area for the development of additional property projects, aimed to enhance income base in
addition to its main source of revenue from providing industrial waste treatment and disposal service.
Details of projects to be developed are as follows
1) Sam Khok Home Office Project
The Company plans to develop Sam Khok Home Office Project on the land plot located on Pathum
Thani-Sam Khok Road, Pathum Thani for the mixed use purposes comprising home office buildings
and a small community mall which will be situated in the front part of the project to accommodate
those living in the project and its neighborhood.
The project will have a total construction area of 9,232 sq.m., with an estimated construction cost of
Baht 87.56 million, based on the management’s estimate from their past experiences. The project is
expected to take 1-2 years to complete (2014-2015). At present, the Company has completed land
filled and improved and in process of selecting construction contractors.
Project’s details are as follows:

Project concept




Development pattern





Details
Home office for sale, to be developed on the rear part of the site on an
approximate area of 3 rai
Commercial building for lease in a small community mall, to be
developed in the front part of the site on an approximate area of 2 rai
38 units of four-storey home office buildings, with 20 sq.w. average
land area and 192 sq.m. usable space per unit. Selling price starts at
Baht 4.20 million.
One single-storey commercial building, with a net lettable area of 730
sq.m.
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Construction area

Construction cost/1
Project highlights

Target customers

Construction period
Expected
commencement date
/1

Total construction area of 9,232 sq.m., divided into
 Home office building 3,615 sq.m. (39%)
 Commercial building 730 sq.m. (8%)
 Parking space and landscape 4,887 sq.m. (53%)
Baht 87.56 million, covering structural work, landfill, infrastructure system,
landscape adjustment, and contingency
Located right on the Pathum Thani-Sam Khok Road, closed to populated
residential area, gas stations, commercial banks, and various residential
projects.
Home office
 Operators of small and medium sized business or investors
Commercial building
 Retail operators
 Other commercial operators providing food and beverage, laundry
services, or operators of professional services such as dental clinic,
spa, and tutorial school
Approximately 1-2 years (2014–2015)
 Sale of home office – Second quarter of 2014
 Lease of commercial space – Second quarter of 2015

Based on the Company’s preliminary plan

Perspective Front View – Home Office

Source: General Enviroment Conservation Public Company Limited

Remark: Community place area is currently under the design process.
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2) Samakee Townhome Project
The Company intends to develop residential property, namely Samakee Townhome Project, on the
land located on Samakee Road, Nonthaburi. The project will comprise of 27 units of two-storey
townhomes, with a total construction cost of Baht 29.38 million, estimated by the management based
on their past experiences. Presently, Samakee Townhome Project is under the architectural design
process and preparing for construction, which is expected to take place in the first quarter of 2015.
Details of the project are as follows:
Details
Project concept
Development pattern

Townhome for sale
/1

Construction area

Construction cost/2
Project highlights

Target customers
Construction period
Expected commencement
date

27 units of two-storey townhomes, with 18 sq.w. average land area
and 105 sq.m. usable space per unit. Selling price starts at Baht 2.89
million.
Total construction area of 3,588 sq.m., divided into
 Townhome 2,197 sq.m. (61.23%)
 Road and landscape 1,391 sq.m. (38.77%)
Baht 29.38 million, covering structural work, infrastructure system,
landscape adjustment, and contingency
Located in Soi Samakee 28, Samakee Road, Nonthaburi, close to
various residential projects and in the area with medium populated
density
 Those living in poverty neighborhood wishing to expand and
upgrade their housings
 Government officers working in the vicinity such as Ministry of
Public Health, Royal Irrigation Department, and Lottery Office
Approximately 2 years (2015–2016)
1st quarter of 2015

/1

Based on an inofficial project development plan by the Company. Actual project development may be adjusted correspondingly
to the market condition at the time the project launched for the highest benefit of the Company and its shareholders
/2
Based on the Company’s preliminary plan

3.2

Advantages, Disadvantages, and Risks of Entering into the Transaction
Taking into account the data obtained from the Company and other reliable sources, the advantages,
disadvantages, and potential risks from entering into the land purchase transaction with the connected
person can be summarised as follows:
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Advantages of Entering into the Transaction
1) To secure land plot with high development potential
The transaction to acquire land plots on Pathum Thani-Sam Khok Road, Pathum Thani and on Samakee
Road, Nonthaburi allows the Company to obtain land plots with a total area of 5 rai 3 ngan 8 sq.w. and
2 rai – ngan 97 sq.w., respectively for the development of residential and commercial properties
according to its business plan to expand its real estate business, aimed on enhancing revenue base and
supplementing long-term value to its shareholders.
The Company has started a plan for real estate development by conducting project feasibility study and
found that those 2 land plots are suitable for the development of residential projects, since the land plots
are adjacent to the main road, and situated in the area with moderate density of population, close to
various residential projects as well as surrounded by other facilities such as retail stores, gas station,
and commercial banks. The Company, therefore, anticipated that such project development will receive
good response from customers and be able to generate appropriate return to the Company.
2) To acquire land plot for continuous project development
Based on the Company’s operating results over the past few years, revenue generated from real estate
business, which is the Company’s secondary business, has grown up steadily and posted higher profit
margin than industrial waste treatment and disposal business. Thus, the Board of Directors of the
Company passed a recent business policy to build on and strengthen revenue stream from such
business by searching and planning for the purchase of land plots with high potential in advance.
Therefore, entering into the land purchase transaction enables the Company to secure 2 land plots
suitable for future project development in order to ensure continuity and consistency of the Company’s
operational cash flows and income.
3) Provide a good opportunity to generate income and favourable return in long-term
The projects to be developed on the acquired land comprise residential and commercial properties,
where revenue from project sale is expected to be realized in the mid of year 2014. Additionally, from
year 2015 onwards the Company is expected to receive additional cash flow from lease income of
commercial property. If the projects are successful as planned, the Company will be able to earn
additional revenue, as well as, receive recurring income throughout the project term, leading to sound
commercial turnover and profitability of the Company in the long run.
4) Diversify risk of reliance on the principal business
The development of real estate projects on the acquired land allows the Company to earn revenue in
addition to its principally-engaged business in providing industrial waste treatment and disposal service,
enabling the Company to diversify its sources of income and business risks, for future sustainable
growth.
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5) Reduce risk associated with a future rise in land price
Strong demand for land in Bangkok and its surrounding areas is expected to rise in line with the
incessantly growing number of population and increasing competition in real estate business, leading to
high competition among property developers to acquire land in the area with high potential. According to
the announcement of new official appraisal prices by the Treasury Department on 1 July 2012 taking
effect in the period from 2012 to 2015, the appraisal prices of land all over the country have risen
remarkably from the previous announcement by approximately 17-20%, equivalent to an increase of
4.00-4.67% CAGR on average. Thus, the land purchase transaction enables the Company to mitigate
risk involved with land price rise in the future which will directly cause an increase in project
development cost of the Company. In addition, the Transaction helps alleviate the risk of not having land
plots with potential for future project development.
Disadvantages and Risks of Entering into the Transaction
1) Risk of poor performance in an early stage of project development
During an early stage of project development, the Company is unable to recognize revenue from sale
until the completion of the project and the transfer of ownership. According to the initial project plan, the
construction of Sam Khok Home office and Samakee Townhome projects is expected to begin in the first
quarter of 2014 and 2015, respectively and will take approximately 1-2 years to complete. During the
period, the company will incur enormous amount of expenditures associated with employee welfare,
public relations, and sale promotion, which possibly cause the Company to suffer poor performance
during the launch of new project. Nonetheless, since the Company still has other real estate projects
with completed construction and being realized revenue on hand, it anticipates that the impact from the
early stage of project development would be low.
2) Risk of project delay and cost overrun
According to its preliminary project development plan, the Company expects that the project will take
approximately 1-2 years to develop. However, if the actual time required for developing the project is
longer than planned, the Company may not be able to realize commercial revenue from sale and lease
of properties as scheduled. Additionally, if the Company is unable to manage the construction cost within
the budget, it may cause a cost overrun to the projects and subsequently result in a poor return on
investment. However, the Company believes that such risk is minimal since it has many years’
experience in developing property projects. Moreover, the Company set a clear policy in selecting
qualified construction contractors who experienced in constructing projects with similar nature and use to
work with the Company for a certain period of time, in order to ensure timely construction and operation
within the Company’s budget.
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3) Risk of actual sales and lease income not achieving targets
Residential Property
Since there are many property developers offering similar type of properties in the neighborhood, the
Company exposes to the risk that the developed projects fail to achieve financial targets, resulting in
revenue and earnings lower than expectation. In addition, project success is dependent upon several
external factors such as economic conditions, supply and demand in real estate market during the
project’s operation period.
Nonetheless, the Company believes that the management team with extensive experience in property
development business, especially low-rise housing, will be able to operate and manage the projects
successfully. Furthermore, before making an investment, the Company has conducted a feasibility
analysis as well as evaluated various risk factors which may affect the success of the project in order to
assure that when the Company decided to develop a certain project on the acquired land, the project will
be able to yield appropriate return to the shareholders. Additionally, due to the fact that the projects to
be developed are small-scale property projects requiring low investment capital and financing primarily
through its internally-generated cash flows, if the projects fail to achieve financial objectives, the
Company’s earnings and financial position will not be adversely affected.
Commercial Property
In respect of commercial building to be developed in form of small-scale community mall on the Pathum
Thani-Sam Khok land plot, although there is no other entreprenuers providing similar services in the
Sam Khok area, the Company remains in risk of having less occupancy rate than originally anticipated.
Moreover, if there is lack of diversity of tenants in such project, the shop visitors will not be as high as
targeted. As a consequence, the performance of all retail operators will be affected and it will be further
impacted the Company’s targeted occupancy rate and rental fee, accordingly.
Nonetheless, the high rate of retail space occupancy may be expected as the project’s target anchor
tenants are supermarket or convenience store operators. While, the secondary tenants will include a
combination of restaurants, pharmacy, and laundry services, to accommodate the basic needs of
customers residing in the nearby area. Moreover, the project provides accessibility, convenience, and
sufficient parking spaces for visitors. Therefore, the Company believes that such project development will
be able to attract the attention and draw in a volume of shoppers from the neighborhood. In addition,
such mixed development between the community mall and residential project is expected to add value to
the overall project, enabling the Company to maintain its profitability and competitiveness.
3.3

Advantages and Disadvantages of Not Entering into the Transaction
Advantages of not entering into the Transaction
1) The Company will not expose to the risk of having poor performance in an early stage of project
development or failure to achieve financial target.
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2) The Company will have an opportunity to purchase other plots of land possibly at a lower cost.
Disadvantages of not entering into the Transaction
1) The Company will lose the opportunity to secure land plots with high development potential.
2) There will be risk associated with the procurement of future land plot which may be situated out of
the residential area or having inappropriate size for developing property projects in accordance with
the Company’s business plan.
3) The Company will lose the opportunity to earn continuous income and sound return in long-term. If
the Company did not enter into the Transaction, it would take certain time in selecting new suitable
land location for project development and would be further involved with price and sale condition
negotiation, as well as re-undertaking the feasibility study of the new development.
4) There will be risk associated with a rise in future land price due to limited availability of vacant land
at present, causing the Company to bear higher project development cost.
3.4

Advantages and Disadvantages between Entering into the Transaction with a Connected Person
and Those with a Third Party, Necessity for Making the Transaction with a Connected Person and
Reasons for Not Making the Transaction with a Third Party
The Company’s recent strategic plan is to expedite the expansion of real estate business, by
continuously developing and launching new residential and commercial properties in Bangkok
Metropolitan area and its vicinities on the target area with sound potential and easily accessible, with the
aim of improving its revenue base and profitability in long term. Prior to executing the Transaction with
the connected person, the Company has conducted feasibility study of the project development in many
possible areas and deemed that the land plots situated on Pathum Thani-Sam Khok Road, Pathum
Thani and on Samakee Road, Nonthaburi, legitimately owned by Phatra House, are those with sound
potential and are appropriate for the development of residential projects since those two land plots are
connected to the main road and located in the populated areas. Furthermore, the Nonthaburi land plot is
located close to MRT purple line which is expected to operate in the near future.
Apart from the above, total areas and layouts of the land plots are sufficient and appropriate for the
development of residential projects in accordance with the Company’s business plan aimed for a
construction of small-scale property projects with less than 40 residential units as well as a commercial
property to be developed in the front part of the project to enhance overall project value. After compared
with other land plots owned by third parties, the land plots acquired under the Transaction are far more
appropriate in term of land size, area and width for the development of the projects in accordance with
its business plan. If the Transaction was entered into with a third party, the Company would need to alter
its project development plan to other types of property products suitable for that particular land plot,
which would consequently result in a change in the expected return on project investment. Moreover, the
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Company has not been contacted by other landlords for an acquisition of land plots with similar size and
potential as the land acquired under the Transaction.
Furthermore, the feasibility study undertaken for the projects to be developed on the land acquired from
the connected person indicated that the projects will be able to generate favourable return and valueadded to the shareholders. If the land was not acquired from the connected person, the Company might
need to search for other plots of land elsewhere for the development of residential projects, which might
be in the area that is not appropriate or remote from the community, which would subsequently hurt the
potential return on project.
In light of the above, the Independent Financial Advisor is of the opinion that the transaction to acquire
land plots from the connected person enables the Company to gain strategic benefits since the land
being acquired are appropriate for the development of residential projects in accordance with its
business plan. In addition, the basis used in determining land purchase prices is considered appropriate
as it made reference to the fair market value of the land as appraised by two independent valuers for the
purpose of determining the transaction price, hence, it does not provide any hidden benefits to the
connected party.
3.5

Conclusion of Independent Financial Advisor’s Opinion on Reasonableness of the Transaction
The purchase of land plots of 5 rai 3 ngan 8 sq.w. on Pathum Thani-Sam Khok Road, Pathum Thani and
on 2 rai – ngan 97 sq.w. on Samakee Road, Nonthaburi, for the development of residential and
commercial properties, allows the Company to operate in line with its business plan in enhancing
revenue from its secondary-real estate business. Once the projects are commercially operated, the
Company will earn revenue from sale of residential projects as well as receive continuous flow of income
from lease of commercial spaces, supplementary to the income derived from industrial waste treatment
and disposal business. In respect of the expected returns, based on the feasibility study of the projects
to be developed on those 2 land plots, the projects create an opportunity for the Company to earn
additional revenue and favourable return to the Company and its shareholders.
Nonetheless, in entering into the Transaction, the Company exposes itself to certain risks such as risk of
receiving infavourable feedback from customers resulting in project earnings lower than expectation, risk
relating to cost overrun and over estimated timeframe. However, the Company believes that such risks
may not pose a serious treat since the Company’s management has gained substantial experience and
expertise in developing and managing several residential and commercial projects. Additionally, the
projects to be developed are all small-scale properties funding primarily from the Company’s internal
cash flows from operation and before deciding to invest in such projects, the Company has conducted a
feasibility analysis and carefully considered all relevant factors and deemed that developing projects on
such land will be able to yield appropriate return to the Company and its shareholders.
Therefore, the Independent Financial Advisor is of the opinion that the purchase of land plots on Pathum
Thani-Sam Khok Road, Pathum Thani, and Samakee Road, Nonthaburi from the connected person are
reasonable and will be able to strengthen the Company’s growth in sustainable ways.
Asia Plus Advisory 49

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

4.

Opinion of Independent Financial Advisor Regarding Fairness of the Transaction’s Price
The Independent Financial Advisor assesses the reasonableness of the consideration paid for land
acquisition to the connected person, which comprises of:
1)

Acquisition cost of land plots of 5 rai 3 ngan 8 sq.w. (or 2,308 sq.w.) on Pathum Thani-Sam Khok
Road, Pathum Thani, for a total value of Baht 64.62 million

2)

Acquisition cost of land plots of 2 rai – ngan 97 sq.w. (or 897 sq.w.) on Samakee Road,
Nonthaburi, for a total value of Baht 26.91 million

The Independent Financial Advisor assesses the fairness of the acquisition cost of 2 land plots by
considering information provided by the Company, interview wih the management and relevant persons,
land appraisal reports prepared by two independent valuers as well as other publicly disclosed
information, and bases the opinion on the assumptions that all of the information and documents
received from the Company are complete, correct, and reliable. Moreover, it is analysed and considered
over the present situation and information. If there are signicant changes in the situation, it may
materially affect the business operation and shareholders’ decision.
In determining the fairness of the connected transaction’s price, the Independent Financial Advisor
employs two approaches as follows:
Approach 1
The Independent Financial Advisor compares land purchase price with the appraised values as well as
assesses reasonableness of the valuation methodology adopted by 2 independent SEC’s approved
valuers.
Approach 2
The Independent Fianncial Advisor assesses expected financial benefits from developing projects on the
acquired land by calculating the project’s internal rate of return to compare against the Company’s
weighted average cost of capital.
Each approach can be summarized as follows:
Approach 1 Comparing acquisition cost with the appraised value by independent valuers
The Company appointed Rich Appraisal Company Limited (“Rich Appraisal”) and Tobtavee Appraisal
and Service Company Limited (“Tobtavee Appraisal”), who are valuers under the approval of the SEC,
to appraise the fair value of the land acquired under the Transaction.
Both independent valuers performed a land survey and assessd the value of the target land using
Market Comparable Approach as appeared in the appraisal reports dated 19 December 2013 for public
purpose. Both independent valuers employed similar methodologies in valuing the target assets, by
surveying 3-4 land samples located in the same area with the same potential as the target land for
comparative purpose. Such market data was analysed along with the target land in various aspects and
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their offering prices were adjusted using weighted quality score method in order to derive appropriate fair
value of the target land.
Details of asset appraisal by each independent valuer are as follows:
4.1 Land Plot no. 1 on Pathum Thani-Sam Khok Road, Pathum Thani
Market Comparable Approach (unit in Baht)
Appraisal price per sq.w.
Total appraised value
Acquisition price
Acquisition price higher (lower) than appraiserd value

Rich Appraisal
29,000
65.98 million
64.62 million
(1.36) million

Tobtavee Appraisal
30,000
69.24 million
64.62 million
(4.62) million

4.1.1 Appraised Value by Rich Appraisal
Market Data
Target Asset
Location

Data 1

Data 2

Data 3

Data 4

Pathum Thani-Sam Khok Road (Highway no. 3111)
5-3-8 rai
(2,308 sq.w.)

4-0-0 rai
(1,600 sq.w.)

10-3-76 rai
(4,376 sq.w.)

3-2-0 rai
(1,400 sq.w.)

6-1-8 rai
(2,508 sq.w.)

Land shape

Polygon

Polygon

Polygon

Polygon

Polygon

Land width

112 metre

36 metre

17 metre

55 metre

20 metre

1 side

1 side

1 side

1 side

1 side

12 metre/
cape seal

12 metre/
cape seal

12 metre/
cape seal

12 metre/
cape seal

12 metre/
cape seal

Land size (rai-ngan-sq.w.)

No. of sides adjacent to road
Road width/condition
Facilities

Electricity, water, telephone, drainage pipes, pavement

City zone

Outside city planning area

Comparing location

-

Similar

Similar

Similar

Superior

Comparing environment

-

Similar

Similar

Similar

Superior

Comparing land size

-

Smaller

Larger

Smaller

Larger

Comparing land shape

-

Inferior

Inferior

Inferior

Inferior

Comparing land condition

-

Inferior

Similar

Similar

Similar

Sale status

-

Offering

Offering

Offering

Offering

Selling price (Baht/sq.w.)

-

30,000

20,000

30,000

27,260

Source: Asset Appraisal Report of Rich Appraisal no. R56-0916-VL dated 19 December 2013

Asia Plus Advisory 51

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

Weighted Quality Score
Market Data

Points
(%)

Data 1

Data 2

Data 3

Data 4

Location

15

7

7

7

8

7

Entrance-Exit

15

7

7

7

7

7

Landmark

10

7

7

7

7

7

Land condition

10

5

5

6

7

8

Land size and shape

15

7

2

6

4

8

Utilities system

10

7

7

7

7

7

Limitation and restriction

10

7

6

7

5

7

Environment

10

7

7

7

8

7

Development potential

5

7

7

7

7

7

100

680

595

675

660

725

Factors affecting land value

Total

Target Asset

Source: Asset Appraisal Report of Rich Appraisal no. R56-0916-VL dated 19 December 2013

Fair value of Land Plot no. 1 on Pathum Thani-Sam Khok Road, Pathum Thani by Rich Appraisal
Market Data
Factors affecting land value

Data 1

Data 2

Data 3

Data 4

Target Asset

Offering price (Baht per sq.w.)

30,000

20,000

30,000

27,260

Adjusted offering price

28,545

19,153

28,729

26,913

Weighted quality score

680

595

675

660

725

Adjustment ratio

1.0662

1.2185

1.0741

1.0985

1.0000

Adjusted value

30,434

23,337

30,857

29,563

28%

18%

28%

26%

100%

8,522

4,201

8,640

7,686

29,049

Comparative weight
Value after comparative weight
Market Value (Baht per sq.w.)

29,000

Source: Asset Appraisal Report of Rich Appraisal no. R56-0916-VL dated 19 December 2013

The appraised value of land plot no. 1 by Rich Appraisal is at Baht 29,000 per sq.w., resulting in a total
land appraised value of Baht 65.98 million. The valuation conducted by Rich Appraisal was, however,
based on the land area of 5 rai 2 ngan 75 sq.w. (or 2,275 sq.w.), excluding the land area of 33 sq.w.,
which, on the survey date, was used as an entrance of the village owned by Phatra House, the contract
party in this Transaction. However, after Land Sale and Purchase Agreement came into effect, the
Company holds a complete right over the entire piece of land and presently is in process of requesting
the land back from Phatra House.
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4.1.2 Appraised Value by Tobtavee Appraisal
Market Data
Target Asset
Location
Landmark

Data 1

Data 2

Data 3

Pathum Thani-Sam Khok Road (Highway no. 3111)
Km.3+400

Km.1+700

Km.2+100

Km.2+900

5-3-8 rai
(2,308 sq.w.)

10-3-76 rai
(4,376 sq.w.)

3-2-0 rai
(1,400 sq.w.)

4-1-0 rai
(1,700 sq.w.)

Same

1 metre lower

1 metre lower

1 metre lower

Road width/condition

12 metre/
concrete

12 metre/
concrete

12 metre/
concrete

12 metre/
concrete

Comparing location

-

Superior

Inferior

Inferior

Comparing environment

-

Superior

Inferior

Inferior

Comparing land size

-

Larger

Smaller

Smaller

Compare land shape

-

Inferior

Similar

Similar

Sale status

-

Offering

Offering

Offering

Selling price (Baht/sq.w.)

-

25,000

29,000

30,000

Land size (rai-ngan-sq.w.)
Land level to road level

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561864 dated 19 December 2013

Weighted Quality Score
Factors affecting land value
Location
Accessibility
Landmark
Land shape and size
Land condition
Infrastructure
Environment
Best use
Development potential
Total

Points
(%)
20
15
10
10
10
10
10
10
5
100

Data 1
6
10
8
4
6
6
6
6
5
655

Market Data
Data 2
6
10
8
8
6
6
6
6
5
695

Data 3
8
10
8
7
8
6
7
6
4
750

Target Asset
10
10
8
6
9
7
7
6
8
810

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561864 dated 19 December 2013
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Fair value of Land Plot no. 1 on Pathum Thani-Sam Khok Road, Pathum Thani by Tobtavee Appraisal
Market Data
Factors affecting land value

Target Asset
Data 1

Data 2

Data 3

Offering price (Baht per sq.w.)

25,000

29,000

30,000

Appropriate price

23,750

26,100

27,000

655

695

750

810

Adjustment ratio

1.2366

1.1655

1.0800

1.0000

Adjusted value

29,370

30,419

29,160

27%

33%

41%

100%

7,787

9,909

11,929

29,626

Weighted quality score

Comparative weight
Value after comparative weight
Market Value (Baht per sq.w.)

30,000

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561864 dated 19 December 2013

The appraised value of Land plot no. 1 by Tobtavee Appraisal is at Baht 30,000 per sq.w., resulting in a
total land appraised value of Baht 69.24 million.
Based on the tables above, the fair value of land plot no. 1 of 5 rai 3 ngan 8 sq.w. on Pathum ThaniSam Khok Road, Pathum Thani appraised by two independent valuers ranges between 29,000-30,000
Baht per sq.w., equivalent to a total land appraised value of Baht 65.98-69.24 million. Therefore, the
consideration paid for the land of Baht 64.62 million, or Baht 28,000 per sq.w., is lower than the
appraised value by 2.06-6.67%.
4.2 Land Plot no. 2 on Samakee Road, Nonthaburi
Market Comparable Approach (unit in Baht)
Appraisal value per sq.w.
Total appraised value
Acquisition price
Acquisition price higher (lower) than appraiserd value

Rich Appraisal
31,000
27.81 million
26.91 million
(0.90) million

Tobtavee Appraisal
40,000
35.88 million
26.91 million
(8.97) million
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4.2.1 Appraised Value by Rich Appraisal
Market Data
Target Asset

Data 1

Location

Data 2

Data 3

Data 4

Samakee Road, Nonthaburi
Soi Samakee
28

Soi Prachasamakee 2

Soi Samakee
58/10

Soi PrasertIssalam

Soi PrasertIssalam

Land size (rai-ngan-sq.w.)

2-0-97 rai
(897 sq.w.)

0-1-28 rai
(128 sq.w.)

1-2-88 rai
(688 sq.w.)

0-3-90 rai
(390 sq.w.)

5-3-99.5 rai
(2,399.5 sq.w.)

Land shape

Rectangle

Rectangle

Rectangle

Trepezoid

Rectangle

Land width

78 metre

30 metre

45 metre

19 metre

100 metre

1 side

1 side

1 side

1 side

1 side

8 metre/
concrete

4 metre/
concrete

6 metre/
concrete

6 metre/
concrete

6 metre/
concrete

Sub-location

No. of sides adjacent to road
Road width/condition
Facilities
City zone

Electricity, water, telephone, drainage pipes, pavement
Orange

Orange

Orange

Yellow

Yellow

Comparing location

-

Similar

Superior

Superior

Superior

Comparing landmark

-

Similar

Superior

Superior

Superior

Comparing land shape

-

Superior

Inferior

Inferior

Inferior

Comparing land size

-

Smaller

Smaller

Smaller

Larger

Comparing accessibility

-

Similar

Superior

Superior

Superior

Sale status

-

Offering

Offering

Offering

Offering

Selling price (Baht/sq.w.)

-

37,000

40,000

45,000

26,334

Source: Asset Appraisal Report of Rich Appraisal no. R56-0917-VL dated 19 December 2013

Weighted Quality Score
Factors affecting land value
Location
Landmark
Entrace-exit
Land condition
Land size and shape
Utilities system
Limitation and restriction
Environment
Development potential
Total

Points
(%)
15
15
10
15
15
10
10
5
5
100

Data 1
6
6
6
6
8
6
7
6
7
645

Market Data
Data 2
Data 3
7
8
6
8
7
8
6
7
6
6
7
7
7
6
8
7
8
7
665
715

Data 4
7
6
7
6
3
7
6
6
6
590

Target
asset
6
6
8
6
5
6
7
7
7
625

Source: Asset Appraisal Report of Rich Appraisal no. R56-0917-VL dated 19 December 2013
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Fair value of Land Plot no. 2 on Samakee Road, Nonthaburi by Rich Appraisal
Market Data
Factor affecting land value

Target Asset
Data 1

Offering price (Baht per sq.w.)

Data 2

Data 3

Data 4

37,000

40,000

45,000

26,334

Adjusted offering price

-5%

-5%

-5%

-3%

Weighted quality score

0.9439

0.9259

0.8910

0.9809

Adjustment ratio

33,179

35,185

38,089

25,057

645

665

715

590

625

Comparative weight

0.9690

0.9398

0.8741

1.0593

1.0000

Value after comparative weight

32,150

33,069

33,295

26,544

Offering price (Baht per sq.w.)

30%

26%

17%

27%

100%

9,645

8,598

5,660

7,167

31,070

Adjusted value

Adjusted offering price
Market Value (Baht per sq.w.)

31,000

Source: Asset Appraisal Report of Rich Appraisal no. R56-0917-VL dated 19 December 2013

The value of land plot no. 2 appraised by Rich Appraisal is at Baht 30,000 per sq.w., resulting in a total
land appraised value of Baht 27.81 million.
4.2.2 Appraised Value by Tobtavee Appraisal
Comparative Market Data
Target Asset
Location

Data 1

Data 2

Data 3

Samakee Road, Nonthaburi
Soi Samakee 28

Soi Samakee 34

Soi Samakee 20

-Unnamed-

2-0-97 rai
(897 sq.w.)

1-2-40 rai
(640 sq.w.)

3-3-0 rai
(1,500 sq.w.)

7-1-97 rai
(2,997 sq.w.)

Same

Same

1 m. lower

Same

Road width/condition

6 metre/
concrete

6 metre/
concrete

6 metre/
concrete

6 metre/
concrete

Comparing location

-

Similar

Similar

Similar

Comparing environment

-

Similar

Similar

Similar

Comparing land size

-

Smaller

Smaller

Smaller

Sale status

-

Offering

Offering

Offering

Selling price (Baht/sq.w.)

-

57,000

45,000

35,000

Landmark
Land size (rai-ngan-sq.w.)
Land level to road level

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561863 dated 19 December 2013
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Weighted Quality Score
Market Data

Points
(%)

Data 1

Data 2

Data 3

Location

20

10

8

8

8

Accessibility

15

10

6

4

6

Landmark

10

6

8

6

6

Land shape and size

10

10

4

2

8

Land condition

10

9

2

2

9

Infrastructure

10

8

6

6

6

Environment

10

8

6

4

7

Best use

10

6

6

6

7

Development potential

5

6

6

6

6

100

850

600

510

710

Factors affecting land value

Total

Target Asset

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561863 dated 19 December 2013

Fair Value of Land Plot no. 2 on Samakee Road, Nonthaburi by Tobtavee Appraisal
Market Data
Factors affecting land value

Target Asset
Data 1

Data 2

Data 3

Offering price (Baht per sq.w.)

57,000

45,000

35,000

Appropriate price

45,600

36,000

28,000

850

600

510

710

Adjustment ratio

0.8353

1.1833

1.3922

1.0000

Adjusted value

38,089

42,600

38,980

34%

38%

28%

100%

13,120

16,093

10,823

40,041

Weighted quality score

Comparative weight
Value after comparative weight
Market Value (Baht per sq.w.)

40,000

Source: Asset Appraisal Report of Tobtavee Appraisal no. T561863 dated 19 December 2013

The value of land plot no. 2 appraised by Tobtavee Appraisal is at Baht 40,000 per sq.w., resulting in a
total land appraised value of Baht 35.88 million.
Based on the tables above, the fair value of land plot no. 2 of 2 rai – ngan 97 sq.w. on Samakee Road,
Nonthaburi appraised by two independent valuers ranges between 31,000-40,000 Baht per sq.w.,
equivalent to a total land appraised value of Baht 27.81-35.88 million. Therefore, the consideration paid
for the land of Baht 26.91 million, or Baht 30,000 per sq.w., is lower than the appraised value by 3.2425.00%.
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Summary of Land Acquisition Cost and Appraised Value
(Unit in Baht)
Total appraised value
Acquisition price
Acquisition price higher (lower) than appraised value
Acquisition price higher (lower) than appraised value (%)

Rich Appraisal
93.79 million
91.53 million
(2.26) million
(2.41)

Tobtavee Appraisal
105.12 million
91.53 million
(13.59) million
(12.92)

Total value of 2 land plots appraised by 2 independent valuers ranges between Baht 93.79-105.12
million. Therefore, the total consideration paid for the land acquired of Baht 91.53 million is lower than
the appraised value by 2.41-12.92%.
Regarding the valuation methodology, the Independent Financial Advisor is of the view that the Market
Comparable Approach adopted by both independent valuers is appropriate as it refers to the market data
of land located in the same area as the target land with available market prices actually offered under a
current situation. Boht independent valuers also adjusted the market data of comparable lands by
analyzing in comparison with the subject land in both external and internal aspects, such as location,
size and shape, accessibility and sale condition, in order to derive appropriate fair value of subject land
that mostly refects the current situation.
However, the area of land plots on Pathum Thani-Sam Khok Road, Pathum Thani being valued by two
independent valuers are different, such that Rich Appraisal did not appraise the value for a land parcel of
33 sq.w. as stated in its valuation report that the said land was used as an entrance of the village owned
by Phatra House. The appraiser, therefore, presumed that the Company will no longer take use of such
land in the future. Whilst, Tobtavee Appraisal provided the fair value by including the 33 sq.w.-land
parcel as it viewed that once Land Sale and Purchase Agreement took effect, the entire piece of land
will be legally owned by the Company and will be fully utilized by making the most use of the land in
developing real estate projects in accordance with its business plan in order to maximise benefits of the
Company. With this regard, the Independent Financial Advisor is of the opinion that the methodology
adopted in valuing the subject land depends on the view of individual independent valuers toward to the
future use of such land at the time of valuation. The Independent Financial Advisor also performed a site
observation and conducted further interview with the management and found that most part of the 33
sq.w. land was used as a place to locate Phatra House’s village sign. If the obstructive sign is required
for removal, accessability to the village is unlikely to be affected. In addition, such easement on land
was, in fact, neither recognized nor registered under the concerned law. At present, the Company has
requested Phatra House to demolish constructions and other obstructions on the land, which is due to
be completed by April 2014.
After comparing land acquisition cost with its appraised value, the acquisition cost of Baht 91.53 million
is lower than the value appraised by 2 independent valuers of Baht 93.79 million and Baht 105.12
million, respectively. Moreover, although Rich Appraisal did not provide the value over a certain piece of
land that was being used by others as of the survey date, the acquisition cost is still lower than the
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appraised value, coupled with the fact that the valuation methodology adopted by both independent
valuers is appropriate, the Independent Financial Advisor is of the opinion that the consideration paid to
the connected person is fair, reasonable, and not harmful to the benefits of the Company.
Approach 2 Assessing Project’s Internal Rate of Return
In order to assess the fairness of land acquisition cost under this approach, the Independent Financial
Advisor considers future free cash flow generated by the projects to be developed on the land acquired
from the connect person. With this regard, the Independent Financial Advisor evaluates the project’s
feasibility by calculating net present value (NPV), payback period, and internal rate of return (IRR), and
compared against the Company’s weighted average cost of capital (WACC).
The consideration paid for the land is considered a significant cost portion that will affect the overall
project’s return. If the project’s internal rate of return (IRR) is higher than the Company’s weighted
average cost of capital (WACC), it can be inferred that land acquisition cost paid to Phatra House is
reasonable, and will lead to value created to the Company from developing projects on the said land.
However, such assessment is based on the assumption that all of the assumptions used in preparing
financial forecasts of the projects are reasonable.
Feasibility Study of the Project
1) Sam Khok Home Office Project on Land located on Pathum Thani-Sam Khok Road, Pathum
Thani
The Company intends to develop the land plot of 5 rai 3 ngan 8 sq.w. (or 2,308 sq.w.) on Pathum ThaniSam Khok Road as a mixed combination between residential project and a small community mall,
namely Sam Khok Home Office and Community Place Project (“Sam Khok Home Office Project”)
In evaluating the feasibility of the project, the Independent Financial Advisor prepares a financial forecast
in order to determine the expected project’s free cash flows for the period of 10 years starting from
Janaury 2014 – December 2023, or from the purchase date of the land plot for project development. The
project is expected to open for sale in the second quarter of 2014 and the transfer shall be completed in
year 2019, while, the commercial building is expected to operate from the third quarter of 2015 onwards.
The Independent Financial Advisor developed the financial forecast based on the projection prepared by
the Company’s management and adjusted certain assumtpions so as to reflect overall market,
competition and current economic situation under the conservative basis. Such projection is based on
the assumption that the Company operates on a going concern basis over the forecast period without
significant changes under the current economic conditions and circumstances.
As aforementioned, the assumptions are set out under the current economic environment. Thus, if the
economic condition and other external factors impacting the project operation change materially, the
value of project assessed thereunder will be affected.
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Key assumptions used in the financial projections are as follows:
1) Project Income
1.1) Income from Sales of Property
Payment for the home office units is divided into 3 tranches as follows:
(1) Deposit and contract payment – Deposit of Baht 50,000 and contract payment at 5% of selling
price
(2) Down payment – 10% of selling price payable in 4 installments after agreement signing date
(3) Transfer payment – 85% of selling price payable on the transfer date. Based on the
management’s estimation, the transfer shall begin in 6 months after reservation date
According to the preliminary project development plan, there are 38 units of home office to be
developed in the Sam Khok Home Office Project, with an average land area of 20 sq.w. and a total
usable area of 192 sq.m. per unit. Average selling price per unit is assumed at Baht 4.42 million
based on a total project sale value estimated by the management, which is comparable to the
selling prices of other home office projects located nearby as shown below:
Project
1. M.L. Home Office
2. Intermart

Average Land Area
30-45 sq.w.
16 sq.w.

Usable Space
Selling Price (Baht)
180 sq.m.
4.49-6.50 million
144 sq.m.
3.50 million

Source: Survey by the Company and project brochures

Sale projection in each period is based on the Company’s historical sale data of the projects with
similar nature.
1.2) Rental revenue from Lease of Property
The project’s commercial building will have a net lettable area of 730 sq.m. to be developed as a
small community mall on a total approximate area of 2 rai in the front part of the project. The
monthly rental fee is set at Baht 400 per sq.m. on the first year of operation, which is lower than an
average rental price of Baht 500-800 per sq.m. of the other two community mall projects located in
Pathum Thani province as shown below:
Project
1. The Tree Avenue
2. The Pure Place

Location in Pathum Thani
Tiwanond-Pathum Thani, Muang
Pathum Thani
Rangsit-Nakorn Nayok (Klong 2),
Thanyaburi

Total Area

Monthly Rental Rate

8 rai

500-800 Baht/sq.m.

6 rai

600-800 Baht/sq.m.

Source: Survey by the Company and the Independent Financial Advisor
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The Company is assumed to set a policy for rental price adjustment of 10% for every 3 years,
which is equal to the average rental price adjustment of building in general and also in line with
Thailand’s 10-year’s inflation rate at 3% per annum.
Occupancy rate is assumed at 20% in the first year of operation (starting from the third quarter of
2015) and is adjusted to 50% in the following year. Then, the occupancy rate is increased by 10%
per year until it reaches 80% in year 2019 and is assumed to be constant thereon. Due to the fact
that the project is in the residential location where there is demand for retail and there is no other
community mall operators located in Sam Khok area, coupled with the fact that size of the
Company’s project is 3-4 times smaller than other opened community malls in Pathum Thani
province, the occupancy rate of the community mall project is anticipated to be high.
1.3) Other Income
Other income of Sam Khok Home Office Project comprises of income from space rental for
organizing events, which is assumed at 10% of rental revenue, and income from advertising space
rental on an outdoor billboard sign of approximately 585 sq.m., which is assumed to start at Baht
150 per sq.m. and will be adjusted by 10% for every 3 years as in line with Thailand 10-year
inflation rate. Occupancy rate for billboard advertising space is assumed at 40% throughout the
project’s life.
Revenue Projection

2)

(Unit: Million Baht)

2014

2015

2016

2019

2020

2021

2022

2023

Revenue from sales of home office

22.67

72.55

40.81

2017
9.07

2018
9.07

18.14

-

-

-

-

Revenue from commercial space rental

-

0.35

1.93

2.31

2.70

3.39

3.39

3.39

3.73

3.73

Other income

-

0.46

0.58

0.60

0.62

0.70

0.70

0.70

0.78

0.78

Total revenue

22.67

73.36

43.32

11.98

12.39

22.23

4.10

4.10

4.51

4.51

Project Cost
The cost of Sam Khok Home Office Project comprises mainly of land acquisition cost, construction
cost and other expenses associated with the development of the project as estimated by the
management based on their past experiences. Such expenses include project’s design fee,
construction of infrastructure facilities, and contingency as in line with the estimation of relevant
expenses of property projects in general.
Sam Khok Home Office Project has a total construction area of approximately 9,232 sq.m., with a
total investment cost of approximately Baht 152.18 million as detailed below:
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Land cost
Total land cost
Construction – 4-storey home office building structure
Construction – commercial building structure
Construction – Infrastructure facilities
Construction – Land scape and parking space
Contingency (3% of construction cost)
Total construction cost
Design fee
Other expenses/1
Total construction cost and other expenses
Total project cost
/1

Cost (Baht
million)
64.62
64.62
66.50
6.21
4.93
2.13
2.24
82.01
0.95
4.60
87.56
152.18

Area
Cost per sq.m.
(sq.m.)
(Baht/sq.m.)
9,232
7,000
9,232
7,000
7,296
9,115
730
8,500
9,232
534
4,887
435
9,232
243
9,232
8,883
9,232
103

9,232
9,232

9,484
16,484

Other expenses include landfill cost, construction permit fee, decoration fee, decoration of mock-up room, construction cost
of temporary sale office and cost of billboard sign

Based on the above table, the average cost of structural work estimated by the management for
the residential and commercial buildings are at Baht 9,115 and 8,500 per sq.m., respectively, which
are comparatively higher than the 2013’s starndard cost of construction of the relevant properties
as announced by the Valuers Association of Thailand, that suggested a standard cost for a 4-5
storey shophouse in a range of Baht 6,410 – 8,610 per sq.m. and a single storey shophouse in a
range of Baht 5,910 – 7,610 per sq.m., respectively, depending on the quality of materials used. In
the case that the actual construction cost can be efficiently controlled and is lower than such
approximation, the project will be able to produce higher return to the Company.
Payment terms for the land acquisition and construction costs are estimated as follows:

Land cost
Landfill cost
Construction cost/1
Total
/1

3)

Estimated Cost
(million Baht)
64.62
1.00
86.56
152.18

2556A
64.62
64.62

Payment Period
2557F
2558F
1.00
66.93
19.63
67.93
19.63

2559F
-

Include design fee, infrastructure facility cost, contingency, cost of billboard sign and other relevant costs.

Operating Expenses
Operating expenses of the project composes of commission expense, property transfer fee, and
expenses associated with marketing, utility, maintenance, insurance, and other project-related
expenses, which is based primarily on the management estimation as outlined below:

Asia Plus Advisory 62

The Opinion of Independent Financial Advisor – Connected Transaction
General Environment Conservation Public Company Limited

1) Commission expense equal to 1% of property sale income
2) Transfer fee equal to 4.3% of property sale income, covering registration fee and special
business tax
3) Marketing expense equal to 2% of total income
4) Utility expense equal to 10% of total rental income
5) Maintenance expense equal to 2% total rental income
6) Insurance expense equal to 0.3% of construction cost of commercial building, equivalent to
an annual insurance expense of Baht 0.11 million, and is set to grow at the rate of 3% per
annum based on the average inflation rate announced by Bank of Thailand.
7) Other operating expenses comprising employee expenses, maintenance expense, and other
administrative expenses, which are equal to 8% of total rental income. In addition, the
Company assumes that the property tax is borne by the tenant.
4)

Capital Expenditure
Apart from the land and construction costs, other capital expenditures include major renovation and
maintenance costs of the commercial property, which are estimated at Baht 0.75 million for every 5
years, based on the project’s annual depreciation cost representing a cost required to maintain the
same asset conditions. Such investment is set to grow from Baht 0.75 million by 3% per annum as
in line with the average inflation rate announced by the Bank of Thailand.
In order to justify the assumptions provided by the Company, the Independent Financial Advisor
considers the project’s earnings before interest, income tax and depreciation and amortization to
total revenue (EBITDA margin) and compares to those of other entities in real estate sector who
operate similar business. EBITDA margin of the project over the forecast period is 28% on average
composing of 20% EBITDA margin from sale of residential properties as in line with the Company’s
historical profitability and 75% EBITDA margin from the operation of commercial space for lease as
comparable to the average EBITDA margin of other retailers in the industry which are in the range
of 65-85%.

5) Terminal Value
The financial forecast of the Sam Khok Home Office Project is prepared based on the assumption
that the Company continues its operation on a going concern basis without significant changes
under the current economic conditions. Thus, the project’s free cash flow in year 2023, the final year
of financial projection, has been estimated by including terminal value which was calculated from
free cash flow in year 2023 by using the following formula:
Terminal Value = FCFF2023 *(1+g)/(WACC-g)
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FCFF2566 =
g
=
WACC

=

Free cash flow in year 2023
Long-term annual growth rate after 2023, which is set at 3% in accordance
with Thailand’s 10-year inflation rate
Weighted average cost of capital

6) Discount Rate
The Independent Financial Advisor applies the Weighted Average Cost of Capital (WACC) of 9.91%,
derived from proportionate weights of the Company’s cost of debt and cost of equity, as a discount
rate to calculate net present value of the project’s free cash flows, from the following formula:
WACC = Ke*(E/A) + Kd*(1-T)*(D/A)
Ke
Kd
T
E/A
D/A

=
=
=
=
=

Cost of equity or shareholders’ required rate of return
Cost of debt or borrowing rate, equal to 7%
Corporate income tax rate of 20%
Proportion of equity to total invested capital, equal to 60.36%
Proportion of debt to total invested capital, equal to 39.64%

Cost of equity or shareholders’ required rate of return (Ke) is calculated from Captial Asset Pricing
Model (CAPM) as follows:
Ke = Rf + β(Rm – Rf)
Rf
β

(beta)

Rm

= 10-year government bond yield as of 19 March 2014, equal to 3.68%, in line with
the project’s forecast period
= Correlation coefficient of variation of return of 16 comparable peers in property
sector to the return of SET market for the last 3 years, equal to 0.9780 (Source:
Bloomberg)
= 10-year average rate of return from investment in SET market, equal to 12.95%
(Source: Bloomberg)

The weighted average cost of capital of 9.91% is used to discount free cash flows of the project in
order to determine net present value (NPV), payback period, and internal rate of return (IRR) as
shown below:
Free Cash Flows of Sam Khok Home Office Project
Based on the assumptions set out above, the project’s free cash flows is as follows:
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(Unit: Million Baht)

2015

2016

Earnings before interest and tax

4.32

16.55

10.04

3.12

3.44

5.94

2.15

2.14

2.46

2.62

Income tax

(0.86)

(3.31)

(2.01)

(0.62)

(0.69)

(1.19)

(0.43)

(0.43)

(0.49)

(0.52)

-

0.38

0.75

0.75

0.75

0.75

0.92

0.92

0.92

0.75

Capital expenditure

(29.75)

(6.98)

-

-

-

(0.84)

-

-

-

-

Change in net working capital

(59.76)

16.82

19.89

5.71

6.20

11.94

(0.37)

0.00

(0.04)

0.00

Net cash flows

(86.05)

23.45

28.67

8.96

9.71

16.60

2.27

2.64

2.85

2.85

Present value of net cash flows

(78.29)

19.41

21.59

6.14

6.05

9.42

1.17

1.24

1.22

1.11

Terminal value
Net Present Value (NPV)

16.52
5.59

Depreciation expense

Internal Rate of Return (IRR)
Payback Period (Years)

2014

2017

2018

2019

2020

2021

2022

2023

11.86%
6

Based on the feasilibity study of Sam Khok Home Office Project, by applying a discount rate of 9.91%,
the net present value of free cash flows is Baht 5.59 million, the project’s internal rate of return is
11.86%, higher than the Company’s weighted average cost of capital, and the payback period is 6 years,
which are considered a favourable return.
2) Samakee Townhome on Land located on Samakee Road, Nonthaburi
The project to be developed on the land of 2 rai – ngan 97 sq.w. (897 sq.w.) located on Samakee Road,
Nonthaburi is a townhome residence, namely Samakee Townhome Project. At present, the project is
under the design process and preparing for construction, which is expected to begin in the first quarter of
2015 and the project sale will be realized from the third quarter of 2015 onwards.
The Independent Financial Advisor reviews the financial forecast established for the Samakee
Townhome Project by the management based on their past experiences in developing similar type of
project and adjusted certain assumptions so as to reflect overall market, competition, and current
economic situation under the conservative basis.
As the assumptions are set out under the current economic environment, if the economic condition and
other external factors impacting the project operation change materially, the value of the project
assessed thereunder will be affected.
The Independent Financial Advisor evaluates the expected project free cash flows for the period of 7
years, representing the period from the purchase date of land plot to the completion date of property
ownership transfer.
Key assumptions used in the financial projection are as follows:
1) Income from Sales of Property
Payment for townhome units is divided into 3 tranches as follows:
(1) Deposit and contract payment – Deposit of Baht 50,000 and contract payment at 5% of
selling price
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(2) Down payment –10% of selling price payable in 4 installments after agreement signing date
(3) Transfer payment –85% of selling price payable on the transfer date. Based on the
management’s estimation, the transfer shall begin in 6 months after reservation date
Preliminarily, there are a total of 27 units of townhome to be developed, with an average land area
of 18 sq.w. and a total usable area of 105 sq.m. per unit. Average selling price is assumed at Baht
3.03 million based on a total project sale value estimated by the management, which is lower than
the selling price of other nearby townhome projects as shown in the table below, since the
Company aims to develop the project as a low-end townhome targeting low-income earners. The
sale projection in each period is basically based on the Company’s historical sale data of the
projects with similar nature.
Project
1. Leaton Town
2. Cubist Townhome

Average Land Area
21-55 sq.w.
20-22 sq.w.

Usable Space
Selling Price (Baht)
183 sq.m.
4.20-5.50 million
210 sq.m.
3.80-4.20 million

Source: Survey by the Company

2) Project Cost
The cost of Samakee Townhome Project comprises mainly of land acquisition cost, construction
cost, and other expenses associated with the development of the project, which include project’s
design fee, construction of infrastructure facilities, and contingency as in line with the estimation of
relevant expenses of property projects in general. The estimation of project cost was prepared by
the management based on their past experiences in developing similar type of project.
Samakee Townhome Project has a total construction area of approximately 3,588 sq.m., with a
total investment cost of approximately Baht 56.29 million as detailed below:

Land cost
Total land cost
Construction – Townhome structure
Construction – Infrastructure facilities
Construction – Landscape
Contingency (3% construction cost)
Total construction cost
Design fee
Other expenses/1
Total construction cost and other expenses
Total project cost
/1

Cost (Baht
million)
26.91
26.91
24.30
2.95
0.20
0.73
28.18
0.35
0.85
29.38
56.29

Area
Cost per sq.m.
(sq.m.)
(Baht/sq.m.)
3,588
7,500
3,588
7,500
2,835
8,571
3,588
823
1,391
144
3,588
203
3,588
7,854
3,588
98

3,588
3,588

8,189
15,689

Other expenses include landfill cost, construction permit fee, decoration of mock-up room, and construction cost of
temporary sale office.
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Based on the above table, the average cost of structural work for residential building is at Baht
8,571 per sq.m., which is acceptable compared to the 2013’s starndard cost of construction, as
announced by the Valuers Association of Thailand, which advised a construction cost of a 2-3
storey townhouse with 4-metre width in a range of Baht 7,610 – 10,720 per sq.m. depending on the
quality of materials used.
Payment terms for the land acquisition and construction costs are estimated as follows:

Land cost
Design fee
Construction cost/1
Total
/1

3)

Estimated Cost
(million Baht)
26.91
0.35
29.03
56.29

2556A
26.91
0.35
27.26

Payment Period
2557F
2558F
14.94
14.94

2559F
14.09
14.09

Include construction permit fee, decoration of mock-up room, and construction of temporary sale office

Operating Expenses
Operating expenses of the project compose of commission expense, transfer fee, and expenses
associated with marketing and employee welfare. The assumptions used in financial projection are
mainly based on the information provided by the management with reference to the average
operating cost of the Company’s previously developed projects, as detailed below:
1) Commission expense equal to 1% of property sale income
2) Transfer fee equal to 4.3% of property sale income, covering registration fee and special
business tax
3) Marketing expense equal to 2% of property sale income
4) Employee expense estimated at Baht 100,000 per month in year 2015, then set to grow by
3% per annum, based on the average inflation rate announced by the Bank of Thailand
5) Other operating expenses equal to 4% of property sale income

4) Discount Rate
The Independen Financial Advisor applies the Weighted Average Cost of Capital (WACC) of 9.91%
derived from proportionate weights of the Company’s cost of debt and cost of equity, as a discount
rate to calculate net present value of the project’s free cash flows. (Detail of calculation is shown in
page 61).
The weighted average cost of capital of 9.91% is used to discount free cash flows of the project in
order to determine net present value (NPV), payback period, and internal rate of return (IRR) as
detailed below:
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Free Cash Flows of Samakee Townhome Project
Based on the assumptions defined above, the project’s free cash flows are as follows:
(Unit: Million Baht)

2014

2015

2016

2017

2018

2019

2020

Earnings before interest and tax

-

3.60

6.75

3.26

0.60

0.54

1.93

Income tax

-

(0.72)

(1.35)

(0.65)

(0.12)

(0.11)

(0.39)

Depreciation expense

-

-

-

-

-

-

-

Capital expenditure

-

-

-

-

-

-

-

Change in net working capital

(27.26)

2.06

8.96

6.26

1.90

2.30

5.93

Net cash flows

(27.26)

4.94

14.36

8.87

2.38

2.73

7.48

Present value of net cash flows
Net Present Value (NPV)

(24.80)
3.07

4.09

10.82

6.08

1.49

1.55

3.86

Internal Rate of Return (IRR)

14.51%
4

Payback Period (Years)

By applying a discount rate of 9.91%, the project’s net present value (NPV) is Baht 3.07 million. The
internal rate of return from the project is 14.51% exceeding the Company’s weighted average cost of
capital. Additionally, the project has a payback period of 4 years, which is considered a satisfactory
return.
Based on the feasibility of 2 projects to be developed on the acquired land - the Sam Khok Home Office
Project on land situated on Pathum Thani-Sam Khok Road, Pathum Thani and the Samakee Townhome
Project on land situated on Samakee Road, Nonthaburi, the projects’ return rates have been calculated
based on their respective free cash flow stream which have already included all significant portion of the
project’s cash outflows, being the consideration paid for the land acquired in December 2013,
construction cost and other costs in essential for the development of the projects. The internal rates of
return from projects are accepatable and will create value added to the Company and its shareholders.
Accordingly, the Independent Financial Advisor is of the opinion that, the consideration paid for land
acquisition to the connected person is reasonable. Particularly, if the Company can develop and operate
the projects as planned, such projects will be potential projects which are able to generate a favourable
return to the shareholders.
5.

Opinion of Independent Financial Advisor Regarding Fairness of the Transaction’s Conditions
After reviewing and considering key terms and conditions as specified in the Sale and Purchase
Agreements entered into between the Company as the purchaser and Phatra House as the seller, in
relation to the acquisition of 2 land plots, the Independent Financial Advisor is of the opinion that key
terms and conditions set forth in the agreements that mutually agreed by the Company and the seller
are established under normal contractual terms for land transaction. Thus, it does not make any
particular contract parties benefit or unfairly lose benefits from entering into the Transaction.
Apart from the above, the provision agreed between the parties that any expenses associated with the
Transaction, including tax, stamp duty, and other expenses incurred in connection with the land transfer,
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are entirely under the responsibility of Phatra House or the seller. Whereas, the transfer fee shall be
equally borne by Phatra House and the Company, helps reduce the Company’s burden over extra costs
associated with the purchase of land, which will consequently enhance the returns for the Company and
its shareholders. The Independent Financial Advisor is, therefore, of the opinion that the conditions of
the Transaction are fair and reasonable.
6.

Conclusion of Independent Financial Advisor’s Opinion
Taking into account all information obtained from the Company and other reliable sources, the
Independent Financial Advisor is of the opinion that the transaction to acquire land plot of 5 rai 3 ngan 8
sq.w. on Pathum Thani-Sam Khok Road, Pathum Thani and land plot of 2 rai – ngan 97 sq.w. on
Samakee Road, Nonthaburi from Phatra House and Property Public Company Limited, the connected
person of the Company, for the purpose of developing residential and commercial property projects are
reasonable and will lead to benefits created, because:
1) The Transaction allows the Company to secure land plots in the area with sound potential and
suitable for the development of residential properties in addition to its existing projects under
development, in order to conform with its business expansion plan in broadening revenue base by
sale of real estate projects so as to maintain consistent ability to grow value for the shareholders.
The Transaction also enables the Company to reduce risk of land price rise in the future. In addition,
the projects to be developed on the land acquired under this Transaction would be able to generate
appropriate return to the Company and its shareholders.
Nonetheless, entering into the Transaction exposes the Company to certain risks such as risk
involving the development of real estate projects on the land acquired, especially in the period that
the accounting sale revenue is unable to be recognised. Particularly, if the project has been delayed
or incurred significant cost overrun, the Company possibly reports poor performance. The success of
the project further depends on several external factors such as economic and property market
condition, if these factors become unfavorable, the Company’s overall projects may be impacted.
However, the Company is unlikely to be severely affected by those risks since the Company’s
management has gained experience in residential and commercial developments and the projects to
be developed are small-scale property projects requiring low level of capital injection and utilising the
Company’s internally-generated cash flows as its primary source of funds, which reduces an overall
investment risk. In addition, prior to making such investment, the Company has undertaken a study
of the project feasibility and analysis over the risk factors that could potentially prevent the success
of the projects, in order to ensure that once the projects have been completed and operated, they
will be able to generate favourable return to the Company.
2) The consideration paid to acquire land plots to the connected person, totaling Baht 91.53 million, is
fair and appropriate as they are lower than the market value appraised by two independent valuers
by 2.41-12.92%, enabling the Company to have appropriate cost for the project development.
Additionally, the assessment of the expected financial benefits on the projects to be developed on
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the acquired land indicates that the projects’ IRR are 11.86% and 14.51% per annum, which are
higher than the Company’s weighted average cost of capital of 9.91%. Therefore, it can be inferred
that the Transaction’s price is appropriate and will lead to favourable returns and benefits to the
Company.
3) Key terms and conditions set forth in Land Sale and Purchase Agreements, entered into between
the Company and Phatra House are on normal contractual term. They do not make any particular
parties benefit or unfairly lose benefits from entering into the Transaction.
Thus, the Independent Financial Advisor is of the opinion that shareholders should approve the
ratification of the land purchase transaction from Phatra House and Property Public Company Limited.
Nonetheless, the final decision whether to approve the ratification of the Transaction rests
primarily with the individual shareholders. The shareholders should study the information
contained in this report along with other related information provided and use his/her own
discretionary judgement in making the final decision.
Asia Plus Advisory Company Limited, as an Independent Financial Advisor, hereby certified that the
report was prepared prudently and in line with professional practice with due regard to the interest of the
shareholders.

Yours sincerely,

-Dr. Kongkiat Opaswongkarn-

-Lec Sicoravit-

(Dr. Kongkiat Opaswongkarn)
Director
Asia Plus Advisory Co., Ltd.

(Lec Sicoravit)
Director
Asia Plus Advisory Co., Ltd.

-Rachada Klewpatinond(Rachada Klewpatinond)
Financial Advisor
Asia Plus Advisory Co., Ltd.
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