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concept rafionale

“Fresh from the Sea, Straight from Our
Hearts” is a sincere declaration that works to
demonstrate the understanding of impeccable
quality that is inherent throughout the Thai
Village chain. As Thai Village restaurants
continue to garner support and loyalty with

a growing regional presence, the qualities
that have come to stand for the best of Thai
Village remain the same: unparalleled culinary
expertise, the freshest of seafood and most
importantly, an understanding of what it takes
to please each and every customer.

As a chain of restaurants that prides ourselves
on serving the best from the sea, this sincere
theme delivers a wholesome message of

the delectable food and impeccable service
that can be experienced at each Thai Village
restaurant.
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corporate profile
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Holdings Ltd

Thai Village Holdings Ltd consists of a chain of 16 self-managed
restaurants, 15 franchise restaurants and a Sharksfin processing
plant. Since our inception in 1991 with our flagship Thai
Village Sharksfin Restaurant, we have grown steadily to expand
throughout the region.

Our signature Braised Superior Shark’s Fin soup can now be found
in Thai Village restaurants throughout Singapore, the PRC and
Indonesia.

As we move to conquer new grounds with our own brand of
Seafood Restaurants, our winning strategy of sound business
acumen, as well as offering our customers only the choicest quality
ingredients, superior cuisine and impeccable service, continues to
guide our expansion.
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chairman’s statement

FY 2005 was a challenging
year for the Group. Intense
business competition in the
marketplace especially in the
People’s Republic of China
(“PRC"), as well as controlled
spending imposed by the

PRC government led to a 9%
decline in our Group’s turnover.
Losses incurred by our newly
established restaurants in the
PRC and a seafood outlet in
Singapore resulted in a lower
profit for FY2005. Nevertheless,
the Group diversified into the
seafood business in FY 2005
and continues to look for
expansion opportunities in the
region. We believe that the
Thai Village brand remains one
that is well-received and will
work towards greater growth.

Partnerships for Growth
Sales from our Singapore
outlets contributed 45% to the
overall turnover of the Group,
an increase of 3% from FY2004.
While sales from our restaurant
outlets in Singapore continue
to show consistent growth, we
continue to seek opportunities
to enhance and diversify the
Group's business activities.

During the financial year, Thai
Village Steamboat Pte. Ltd.
was renamed Thai Village
Seafood Pte. Ltd. as part of our
branding strategy. Tenshou
Trading Sdn. Bhd., the operator
of the popular Overseas
Restaurant chain in Malaysia,
came on board as our new
joint venture partner in Thai
Village Seafood Pte. Ltd.. With
this new brand, we aim to
refine and expand our menu
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offerings to align and capture
new market segments. This
new joint venture has resulted
in our first Thai Village Seafood
restaurant at East Coast Park
Seafood Centre. Prompted by
the positive economic growth
in Singapore, we opened a
second Thai Village Seafood
restaurant at Changi Village in
October 2005.

Moving Forward

The Group will focus on
improving its business and
strengthening its brand name
both locally and in the PRC
market. Business in the PRC
will remain a challenge due
to intense competition and
controlled spending imposed
by the Government. However,
the Group will step up efforts
to strengthen its marketing
activities and expand its
franchise network.

In Singapore, we will be
launching our loyalty
programme in 2006 to thank
and reward our loyal customers
for their steadfast support.

In the region, the Group had
also entered into a joint venture
with a party in Vietnam to form
a subsidiary to develop and
manage Thai Village sharksfin
restaurants in Vietnam.

We continue to seek steady
growth of the Thai Village
brand both locally and
regionally through the
identification of opportunities
to expand our stable of
restaurants. At the same
time, we will focus on

strengthening our existing
business, positioning our brand
and aligning our business for
potential growth.

In FY2005, our dedication to
Thai Village’s unique blend of
top quality cuisine, attention
to detail and commitment to
customer satisfaction resulted
in 2 awards - the Golden Brand
Award and the prestigious
Superbrands Award. These
awards are testaments of
recognition for our brand. We
are honoured to receive this
acknowledgement and will
continue to strive for greater
heights.

In Appreciation

On behalf of the Board of
Directors, | would like to extend
my heartfelt appreciation to our
customers, business partners,
suppliers and shareholders for
their continuing commitment
and support during the year. |
would also like to extend my
appreciation and thanks to our
management and staff for their
diligence and hard work.

To show our appreciation to
our loyal shareholders, the
Board recommended a first and
final cash dividend of 0.8 cents
per ordinary share.

| look forward to another
exciting year as we continue
to strive for greater excellence
together.

Lee Tong Soon
Chairman & Managing Director
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operations review

Overview

The overall Group's turnover
decreased 9% to S$43.8m
compared to $$48.4m in

the previous financial year.
The Group’s profit before tax
was reduced from $$6.2m in
FY2004 to S$2.8m in FY2005.
These losses arose mainly due
to operating losses incurred by
newly established restaurant
outlets in the PRC and also

a new seafood outlet in
Singapore.

Singapore

While there was a 3% decline
in turnover for the Singapore
segment mainly attributed to
the completion of consultancy
and management agreement
worth $$200K monthly for the
Dalian sharksfin processing
plant operator, this was
partially offset by an increase in
our restaurants’ sales.

Thai Village sharksfin
restaurants are now
strategically located at
Goodwood Park Hotel along
Scotts Road, Oasis Building
at Stadium Boulevard and
Yung Ho Road in Jurong. Our
outlet at Goodwood Park, in
particular, continues to reflect
steady sales and a growing
increase in patronage by our
regular customers.

During the financial year,

the Group ventured into the
seafood business in a joint
venture with Tenshou Trading
Sdn. Bhd., the operator of the
Overseas Restaurant chain in

10 | Thai Village Holdings Ltd Annual Report 2005

Malaysia. The Group's first
seafood outlet opened in July
2005 at the East Coast Park
Seafood Centre, followed by
the second outlet at Changi
Village in October 2005.

The forging of this strategic
partnership signifies another
milestone of growth for the
Group. It allows us to seize
opportunities presented in the
marketplace, enabling us to
diversify our business activities
and at the same time, position
our business into other areas of
potential growth.

Our marketing plans for
FY2005 included the finalisation
of plans for a customer loyalty
reward programme designed
to both reward as well as to
entice our loyal Thai Village
customers. We aim to introduce
the Thai Village Customer
Loyalty Card during the
following financial year.

People’s Republic of China

FY 2005 saw intense
competition in the PRC. We
experienced a business climate
of strong competition from
newly emerging restaurant
chains. Coupled with an overall
control on spending imposed
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operations review

by the central government,
these factors adversely affected
our businesses. As a result,
sales contribution from the PRC
saw a reduction from 58% in
FY2004 to 55% in FY2005.

Businesses in our new
restaurant outlets in the cities
such as Hangzhou, Songjiang
and Zhuhai are still incurring
operating losses. The Group
had also closed its restaurant
outlet in Jiading during the
financial year in view of poor
performance. Nonetheless,
the management has taken
measures to strengthen
marketing activities, control
operational cost and improve
our business to position for
potential growth.

The financial year saw 3
new franchisees in the cities
of Zhengzhou, Yangpu in
Shanghai and Wuhu joining
the Group.
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Indonesia

Subsequent to the financial
year end, PT Sinar Galaxy, the
Thai Village Restaurant operator
in Surabaya had agreed to
convert the existing service
agreement arrangement to
become a franchisee.

To-date, the Group has a total
of 15 franchise outlets, of
which 13 are located in the
various cities of the PRC and
2 are located in Indonesia.







operations review
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corporate structure

Thai Village Holdings Ltd

I I I I

Thai Village Thai Village Thai Village Unit Franchises
Sharksfin Restaurant Overseas Ventures Seafood |

I I

China Indonesia
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report of the directors

[Amounts in Singapore dollars unless otherwise stated)

The directors are pleased to present their report to the members together with the audited consolidated financial
statements of Thai Village Holdings Ltd (the "Company") and its subsidiary companies (the "Group") for the financial
year ended 30 September 2005, balance sheet and statement of changes in equity of the Company as at 30
September 2005.

DIRECTORS
The directors of the Company in office at the date of this report are:

Lee Tong Soon (Chairman and Managing Director)
Lee Tong Kuon

Kok Nyong Patt

Ee Kwong Meng @ Leslie Ee

Dr John Chen Seow Phun

Chow Kok Kee

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE SHARES AND DEBENTURES

Neither at the end of nor at any time during the financial year was the Company a party to any arrangement
whose object was to enable the directors of the Company to acquire benefits by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate.

DIRECTORS' INTERESTS IN SHARES AND DEBENTURES
The following directors, who held office at the end of the financial year, had, according to the register of directors'
shareholdings required to be kept under Section 164 of the Singapore Companies Act, interests in shares of the
Company, as stated below:
Shareholdings registered in the Shareholdings in which the directors
names of directors as at are deemed to have interests as at
1.10.2004 30.9.2005  21.10.2005 1.10.2004 30.9.2005  21.10.2005

The Company
(Ordinary shares of

$0.05 each)

Lee Tong Soon®™ 18,508,180 23,382,226 23,382,226 - - -
Lee Tong Kuon®™ 17,832,180 22,252,725 22,252,725 - - -
Kok Nyong Patt 18,252,180 22,815,225 22,815,225 - - -
Ee Kwong Meng @ Leslie Ee 160,000 200,000 200,000 - - -
Dr John Chen Seow Phun - - - 50,000 62,500 62,500
Note :

@ Mr Lee Tong Soon and Mr Lee Tong Kuon are brothers; and
@ 62,500 (2004 : 50,000) shares are held in the name of Mdm Lim Kok Huang, who is the spouse of Dr John Chen
Seow Phun.

Except as disclosed above, no other director had an interest in any shares or debentures of the Company or its related
corporations, either at the beginning or end of the financial year, or as at 21 October 2005.
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report of the directors

[Amounts in Singapore dollars unless otherwise stated)

DIRECTORS' CONTRACTUAL BENEFITS

Except as disclosed in the financial statements, since the end of the previous financial year, no director of the
Company has received or become entitled to receive a benefit (other than a benefit or any fixed salary of a full-time
employee of the Company included in the aggregate amount of emoluments shown in the financial statements, or
any emoluments received from a related corporation) by reason of a contract made by the Company or a related
corporation with the director, or with a firm of which the director is a member, or with a company in which the
director has a substantial financial interest.

AUDIT COMMITTEE
The Audit Committee performed the functions specified in the Singapore Companies Act. The functions performed
are detailed in the Corporate Governance Report.

AUDITORS
Ernst & Young have expressed their willingness to accept re-appointment as auditors.

On behalf of the Board of directors,

Lee Tong Soon

Managing Director

Kok Nyong Patt
Director

Singapore
22 November 2005
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statement by the directors
(Pursuant to Section 201(15)

We, Lee Tong Soon and Kok Nyong Patt, being two of the directors of Thai Village Holdings Ltd, do hereby state that,
in the opinion of the directors,

(i) the accompanying balance sheets, consolidated profit and loss account, statements of changes in equity and
consolidated statement of cash flow together with notes thereto, are drawn up so as to give a true and fair
view of the state of affairs of the Group and of the Company as at 30 September 2005, the results of the
business of the Group, changes in equity of the Group and of the Company, and cash flow of the Group for
the financial year then ended; and

(ii) at the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its
debts as and when they fall due.

On behalf of the Board of directors,

Lee Tong Soon

Managing Director

Kok Nyong Patt
Director

Singapore
22 November 2005
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auditors' report
[to the Members of Thai Village Holdings Lid)

We have audited the accompanying financial statements of Thai Village Holdings Ltd (the "Company") and its
subsidiary companies (the "Group") as set out on pages 22 to 45 for the financial year ended 30 September 2005.
These financial statements are the responsibility of the Company's directors. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with Singapore Standards on Auditing. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the directors, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion,

(a) the consolidated financial statements of the Group, the balance sheet and statement of changes in equity of
the Company are properly drawn up in accordance with the provisions of the Singapore Companies Act, Cap. 50
(the "Act") and Singapore Financial Reporting Standards, so as to give a true and fair view of the state of affairs
of the Group and of the Company as at 30 September 2005, the results, changes in equity of the Group and of
the Comapny, and cash flow of the Group for the financial year then ended; and

(b) the accounting and other records required by the Act to be kept by the Company and by those subsidiary

companies incorporated in Singapore of which we are the auditors have been properly kept in accordance with
the provisions of the Act.

ERNST & YOUNG
Certified Public Accountants

Singapore
22 November 2005
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balance sheets
(as at 30 September 2005)

Group Company
Note 2005 2004 2005 2004
$ $ $ $
Non-current assets
Fixed assets 3 8,021,060 7,203,297 - -
Investments in subsidiary companies 4 - - 4,611,828 4,374,052
Goodwill 5 14,368 14,368 - -
Current assets
Stocks 6 2,978,157 3,875,916 - -
Trade debtors 7 1,060,927 1,923,016 289,592 1,000,609
Other debtors, deposits and prepayments 8 2,963,065 3,668,393 487,598 550,935
Amounts due from subsidiary
companies (trade) 9 - - 5,656,520 4,688,666
Amounts due from subsidiary
companies (non-trade) 9 - - 4,133,163 1,733,526
Amount due from a minority shareholder 9 150,000 - - -
Fixed deposits 10 8,284,908 7,782,640 5,026,709 6,882,400
Cash and bank balances 8,331,092 10,211,063 1,868,588 1,652,363
23,768,149 27,461,028 17,462,170 16,508,499
Current liabilities
Trade creditors 1,218,049 2,979,807 - -
Other creditors and accruals 11 3,170,033 3,189,605 751,964 693,160
Amounts due to subsidiary
companies (non-trade) 9 - - - 422,479
Amounts due to directors 9 200,000 845,000 200,000 845,000
Provision for taxation 909,596 817,821 122,155 203,055
Finance lease obligations,
current portion 12 128,302 120,442 - -
5,625,980 7,952,675 1,074,119 2,163,694
Net current assets 18,142,169 19,508,353 16,388,051 14,344,805
Non-current liabilities
Finance lease obligations,
non-current portion 12 (620,299) (562,404) - -
Deferred taxation 13 (312,792) (309,222) - -
Net assets 25,244,506 25,854,392 20,999,879 18,718,857
EQUITY
Share capital 14 10,491,035 8,392,828 10,491,035 8,392,828
Reserves 14,570,175 17,327,787 10,508,844 10,326,029
Attributable to equity holders
of the parent company 25,061,210 25,720,615 20,999,879 18,718,857
Minority interests 183,296 133,777 - -
Total equity 25,244,506 25,854,392 20,999,879 18,718,857

The accounting policies and explanatory notes on pages 26 to 45 form an integral part of the financial statements.
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consolidated profit and loss account

[for the financial year ended 30 September 2005)

Group

Note 2005 2004

$ $

Revenue 15 43,845,113 48,413,578
Other operating income 370,271 255,080
Changes in stocks (897,759) 1,402,437
Purchases (17,495,387) (21,777,166)
Personnel expenses 16 (10,027,058) (10,146,194)
Depreciation of fixed assets 3 (1,437,424) (1,190,051)
Foreign exchange loss, net (114,915) (244,802)
Other operating expenses (11,633,929) (10,575,413)
Profit from operating activities 17 2,608,912 6,137,469
Finance income 18 210,806 100,512
Finance costs 19 (40,288) (52,602)
Profit before taxation 2,779,430 6,185,379
Taxation 20 (1,365,666) (1,752,455)
Profit after taxation 1,413,764 4,432,924

Attributable to:

Equity holders of a parent company 1,514,245 4,461,610
Minority interests (100,481) (28,686)
1,413,764 4,432,924

Basic earnings per share (cents) 21 0.75 2.79
Diluted earnings per share (cents) 21 0.75 2.79

The accounting policies and explanatory notes on pages 26 to 45 form an integral part of the financial statements.
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statements of changes in equity
[for the financial year ended 30 September 2005)

Group Company
Note 2005 2004 2005 2004
$ $ $ $

Share capital
Balance at beginning of financial year 8,392,828 7,297,828 8,392,828 7,297,828
Issuance of bonus shares during the

financial year 2,098,207 - 2,098,207 -
Issuance of new shares during the

financial year - 1,095,000 - 1,095,000
Balance at end of financial year 10,491,035 8,392,828 10,491,035 8,392,828
Share premium (a)
Balance at beginning of financial year 6,556,259 2,614,259 6,556,259 2,614,259
Amount applied for issuance of

bonus shares (2,098,207) - (2,098,207) -
Expenses incurred on issuance of

bonus shares (15,778) - (15,778) -
Premium on issuance of new shares - 3,942,000 - 3,942,000
Balance at end of financial year 4,442,274 6,556,259 4,442,274 6,556,259
Translation reserves (b)
Balance at beginning of financial year (321,825) (126,099) - -
Net translation differences arising

during the financial year 304,248 (195,726) - -
Balance at end of financial year (17,577) (321,825) - -
Revenue reserves
Balance at beginning of financial year 10,676,945 9,768,416 3,769,770 4,021,641
Profit for the financial year 1,514,245 4,461,610 4,758,920 3,038,118
Transfer to reserve fund (89,717) (263,092) - -
Dividends paid 22 (2,462,120) (3,289,989) (2,462,120) (3,289,989)
Balance at end of financial year 9,639,353 10,676,945 6,066,570 3,769,770
Reserve fund (o)
Balance at beginning of financial year 416,408 153,316 - -
Transfer from revenue reserves 89,717 263,092 - -
Balance at end of financial year 506,125 416,408 - -
Total reserves 25,061,210 25,720,615 20,999,879 18,718,857
Minority interests
Balance at beginning of financial year 133,777 113,463 - -
Capital contributed during the

financial year 150,000 49,000 - -
Loss for the financial year (100,481) (28,686) - -
Balance at end of financial year 183,296 133,777 - -
Total equity 25,244,506 25,854,392 20,999,879 18,718,857

(a) The share premium account may be applied only for the purposes specified in the Singapore Companies Act. The
balance is not available for distribution of dividends except in the form of shares.

(b) The translation reserve comprises all foreign exchange differences arising from the translation of the financial
statements of foreign operations that are integral to the operations of the Company for the purpose of preparing
consolidated financial statements.

(c) The reserve fund was set up to comply with the regulations in the People's Republic of China and is non-distributable.
The accounting policies and explanatory notes on pages 26 to 45 form an integral part of the financial statements.
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consolidated statement of cash flow
(for the financial year ended 30 September 2005)

Group
Note 2005 2004
$ $
Cash flow from operating activities
Profit before taxation 2,779,430 6,185,379
Adjustments:
Amortisation of goodwill - 12,678
Amortisation of negative goodwill - (113,666)
Bad debts written off (trade) 34,000 -
Allowance for doubtful debts (trade) 129,593 -
Gain on disposal of fixed assets (86,776) (162,279)
Depreciation of fixed assets 1,437,424 1,190,051
Fixed assets written off 2,021 532,773
Provision for impairment loss of fixed assets - 78,393
Interest expense 32,938 43,854
Interest income (210,806) (100,512)
Exchange differences 257,268 (210,309)
Operating profit before working capital changes 4,375,092 7,456,362
Decrease/(increase) in:
Stocks 897,759 (1,402,437)
Trade debtors 698,374 (1,143,150)
Other debtors, deposits and prepayments 794,164 (1,274,293)
(Decrease)/increase in:
Trade creditors (1,761,758) 1,228,831
Other creditors and accruals (189,598) 1,302,860
Amounts due to directors (645,000) 287,117
Cash generated from operations 4,169,033 6,455,290
Interest paid (32,938) (43,854)
Taxes paid (1,192,579) (1,694,897)
Net cash generated from operating activities 2,943,516 4,716,539
Cash flow from investing activities
Interest received 210,806 100,512
Purchase of fixed assets (1,994,866) (1,965,140)
Contribution from minority shareholders of a
subsidiary company - 49,000
Proceeds from issuance of new shares - 5,037,000
Proceeds from sale of fixed assets 174,984 1,292,179
Expenses from issuance of bonus shares (15,778) -
Net cash (used in)/generated from investing activities (1,624,854) 4,513,551
Cash flow from financing activities
Payment of dividends to shareholders (2,462,120) (3,289,989)
Repayment of finance lease obligations, net (234,245) (693,653)
Net cash used in financing activities (2,696,365) (3,983,642)
Net (decrease)/increase in cash and cash equivalents (1,377,703) 5,246,448
Cash and cash equivalents at beginning of financial year 17,993,703 12,747,255
Cash and cash equivalents at end of financial year 23 16,616,000 17,993,703

The accounting policies and explanatory notes on pages 26 to 45 form an integral part of the financial statements.
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notes to the financial statements
30 September 2005

1. CORPORATE INFORMATION
Thai Village Holdings Ltd is a public company, which is incorporated in the Republic of Singapore and listed on
the Singapore Stock Exchange Limited. Related companies in these financial statements of the Group refer to the
group of companies within Thai Village Holdings Ltd.

The registered office and principal place of business of Thai Village Holdings Ltd is located at Block 1002 Tai
Seng Avenue #01-2536, Singapore 534409.

The principal activities of the Company are those of investment holding, franchising and the provision of
management services to its subsidiary companies. The principal activities of the subsidiary companies are as
shown in Note 4 to the financial statements. There have been no significant changes in the nature of these
activities during the financial year.

The Group operates in 3 countries and employed 839 (2004 : 843) employees as at 30 September 2005. The
Company employed 44 (2004 : 46) employees as at 30 September 2005.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of preparation
The financial statements of the Group and of the Company, expressed in Singapore dollars, have been
prepared under the historical cost convention, and in accordance with Singapore Financial Reporting
Standards ("FRS") as required by the Singapore Companies Act.

(b) Changes in accounting policies
The accounting policies have been consistently applied by the Group and the Company, except for the
adoption of the following new/revised FRSs:

(i) FRS 1 - Presentation of Financial Statements
The Group and the Company have early adopted FRS 1, which is applicable for annual periods
beginning on or after 1 January 2005. The adoption of FRS T does not have a financial impact on the
Group and the Company, except for the separate disclosures of the accounts attributable to equity
holders of the parent company and to minority interests, on the face of the consolidated profit and loss
account of the Group, and the statements of changes in equity of the Group and the Company for the
financial years ended 30 September 2005 and 30 September 2004.

(ii) FRS 103 - Business Combinations
The Group has adopted FRS 103, which is applicable for business combinations for annual periods
beginning on or after 1 July 2004. The financial impact of adopting FRS 103 is detailed in Note 2(h) to
the financial statements.

(c) Measurement currency
Items included in the financial statements of each entity in the Group are measured using the currency that
best reflects the economic substance of the underlying events and circumstances relevant to that entity (the
"measurement currency"). The consolidated financial statements of the Group and the financial statements
of the Company are presented in Singapore dollars, which is the measurement currency of the Company.

(d) Basis of consolidation
The consolidated financial statements include the financial statements of the Company and its subsidiary
companies. The accounting year-end of the subsidiary companies incorporated in the People's Republic of
China is 31 December which is not co-terminous with that of the holding company, Thai Village Holdings
Ltd. The consolidated financial statements are prepared based on the management accounts of these
subsidiary companies for the 12 months ended 30 September.

The results of subsidiary companies acquired or disposed of during the financial year are included in or
excluded from consolidated profit and loss account from date of their acquisition or disposal. All
intercompany balances, transactions and any unrealised profit or loss on intercompany transactions are
eliminated in full on consolidation.

A list of the Group's subsidiary companies is shown in Note 4 to the financial statements.
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notes to the financial statements (cont'd)
30 September 2005

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

(

®

(9)

(h)

Investments in subsidiary companies
A subsidiary company is defined as a company in which the Group, directly or indirectly, holds more than
50% of the issued share capital, or controls more than 50% of the voting power, or controls the
composition of the Board of directors.

Investments in subsidiary companies are stated at cost and provision is made for any impairment in value.

Fixed assets

Fixed assets are stated at cost less accumulated depreciation and any impairment in value. The cost of an
asset comprises its purchase price and any directly attributable costs of bringing the asset to working
condition for its intended use. Expenditure for additions, improvements and renewals are capitalised
and expenditure for maintenance and repairs are charged to the consolidated profit and loss account.
When assets are sold or retired, their cost and accumulated depreciation are removed from the financial
statements and any gains or losses resulting from their disposal are included in the consolidated profit
and loss account.

Depreciation
Depreciation is calculated using the straight-line method to write off the cost of fixed assets over their
estimated useful lives. The estimated useful lives of fixed assets are as follows:

Leasehold properties over their respective lease terms
Furniture, fixtures and equipment 5-10 years

Plant and machinery 5-10 years

Motor vehicles 5-10 years

Computers 1-5years

Operating supplies 5 years

Fully depreciated fixed assets are retained in the financial statements until they are no longer in use and no
further charge for depreciation is made in respect of these assets.

Intangible assets

(i) Goodwill
Prior to 1 October 2004
Goodwill represented the excess of the cost of the acquisition over the fair value of identifiable net
assets of a subsidiary company at the date of acquisition. Goodwill was amortised using the straight-line
basis over a period of 5 years that benefits were expected to be received. Goodwill was stated at cost
less accumulated amortisation and any impairment losses.

Adoption of FRS 103

With effect from 1 October 2004, the Group has adopted FRS 103 - Business Combinations, which requires
goodwill acquired in a business combination to be measured at cost, which is the excess of the cost of the
business combination over the Group's interest in the net fair value of the identifiable assets, liabilities and
contingent liabilities, less any accumulated impairment losses. Goodwill is reviewed for impairment,
annually or more frequently if events or changes in circumstances indicate that the carrying value may
be impaired.

The adoption of FRS 103 has also resulted in the discontinuation of amortisation of goodwill for

the financial year ended 30 September 2005, as compared to a charge of $12,678 for the previous
financial year.

Thai Village Holdings Ltd Annual Report 2005 | 27



notes to the financial statements (cont'd)
30 September 2005

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)
(h) Intangible assets (cont'd)

0]

®

(k)

(i) Negative goodwill
Prior to 1 October 2004
Negative goodwill represented the excess of the fair value of the identifiable net assets acquired over
the cost of acquisition.

To the extent that negative goodwill was related to an expectation of future losses and expenses that were
identified in the plan of acquisition and can be measured reliably, but which had not yet been recognised,
it was recognised in the consolidated profit and loss account when the future losses and expenses were
recognised. Any remaining negative goodwill, not exceeding the fair values of the non-monetary assets
acquired, was recognised in the consolidated profit and loss account over 5 years, which was the weighted
average useful life of those assets that were amortisable. Negative goodwill in excess of fair values of the
non-monetary assets acquired was recognised immediately in the consolidated profit and loss account.

Negative goodwill was presented in the same balance sheet classification as goodwill.

Adoption of FRS 103

With effect from 1 October 2004, the Group has adopted FRS 103 - Business Combinations, which
required negative goodwill to be measured based on the excess of the Group's interest in the net fair
value of the identifiable assets, liabilities and contingent liabilities over the cost of the business
combinations, and recognised in the consolidated profit and loss account.

The adoption of FRS 703 has also resulted in the derecognition of negative goodwill at 1 October 2004, with
a corresponding adjustment to the opening retained earnings of the Group. As the Group's negative goodwill
is fully amortised as at 1 October 2004, there is no restatement of the Group's opening retained earnings.

Impairment of assets

Fixed assets, investments in subsidiary companies and goodwill are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amounts of the assets may not be recoverable.
Whenever the carrying amount of an asset exceeds its recoverable amount, an impairment loss is recognised
in the consolidated profit and loss account. The recoverable amount is the higher of an asset's net selling
price and value in use. The net selling price is the amount obtainable from the sale of an asset in an arm's
length transaction. Value in use is the present value of estimated future cash flows expected to arise from
the continuing use of an asset and from its disposal at the end of its useful life. Recoverable amounts are
estimated for individual assets or, if it is not possible, for the cash-generating unit.

Reversal of an impairment loss recognised in prior years is recorded only if there is an indication that the
impairment losses recognised for the asset no longer exist or have decreased. The reversal is recorded in the
consolidated profit and loss account.

Stocks
Stocks are valued at the lower of cost and net realisable value. Costs are determined on a first-in, first-out
basis or specific identification basis.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale, and after making allowance for deteriorated,
damaged, expired and slow-moving stocks.

Receivables
Trade and other debtors, which generally have been granted 30 to 90 days credit terms, are recognised and
carried at original invoiced amounts less an allowance for any uncollectible amounts. An estimate for
doubtful debts is made when collection of the full amount is no longer probable. Bad debts are written off
as incurred.

Receivables from subsidiary companies and a minority shareholder are recognised and carried at cost less an
allowance for any uncollectible amounts.
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notes to the financial statements (cont'd)
30 September 2005

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont'd)

M

Payables

Trade and other creditors, which are normally settled on 30 to 90 days terms, are carried at cost which is
the fair value of the consideration to be paid in the future for goods and services received, whether or not
billed to the Group and the Company.

Payables to subsidiary companies and directors are carried at cost.

(m) Provisions

(n)

(o)

Provisions are recognised when the Group and the Company have a present obligation (legal or
constructive) where as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the
amount of the obligation.

Leases

Finance leases

Finance leases, which effectively transfer to the Group substantially all the risks and rewards incidental to
ownership of the leased item, are capitalised at the inception of the lease at the fair value of the leased asset
or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned between
the finance charges and reduction of the lease liability so as to achieve a constant periodic rate of interest
on the remaining balance of the liability for each period. Finance charges are charged 