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Notes to Financial Statements (Continued)

ASIA HOTEL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

Notes to Financial Statements

As at June 30, 2004 and December 31, 2003

  1.
General information


  1.1
The company and two subsidiaries, Asia Pattaya Hotel Co., Ltd. and Asia Airport Hotel Co., Ltd., involve in hotel business, its principal activities are room service and restaurants.  Another subsidiary, B.K. Ratchathevi Enterprise Co., Ltd., is a holding company, which invested in its subsidiary company, Zeer Property Co., Ltd., the operation of the latter subsidiary is construction and Complex Business.


  1.2
The company is a listed company in the Stock Exchange of Thailand.  The address is 296 Phayathai Rd., Rajthevee, Bangkok.


  1.3
A.B.K. Enterprise Co., Ltd. held 59.95% share capital of the company.


  1.4
The number and cost of employees as follows :

	
	Consolidated
	The Company

	
	Reviewed/  Unaudited        Jun. 30, 2004
	Reviewed/  Unaudited        Jun. 30, 2003
	Reviewed/  Unaudited        Jun. 30, 2004
	Reviewed/  Unaudited        Jun. 30, 2003

	Number of employees 

(Person)
	1,403
	1,334
	727
	708

	Cost of employees 

(Million Baht)
	91.16
	80.72
	47.23
	42.65


  2.
The financial position and going concern





For the period ended June 30, 2004, the consolidated financial statements shown the deficit in the amount of Baht 2,861.12 million, which in excess of the share capital in the amount of Baht 2,541.12 million and total liabilities in excess of total assets in the amount of Baht 1,173.69 million; and the financial statements of the company shown the deficit in the amount of Baht 3,155.46 million which in excess of the share capital in the amount of Baht 2,835.46 million, and  liabilities in excess of assets in the amount of Baht 1,732.27 million. The company and its subsidiaries have set a plan and measurement to increase the income and to seek for other sources of funds to better liquidity.
  3.
Basis for preparation and presentation of the financial statements


  3.1
The financial statements have been prepared in accordance with the accounting principles generally accepted in Thailand, and according to the requirements of the Securities and Exchanges Commission, and the regulation of the Stock Exchange of Thailand.

  3.
Basis for preparation and presentation of the financial statements (Continued)


  3.2
The consolidated financial statements included the accounts of ASIA HOTEL PUBLIC COMPANY LIMITED and its subsidiaries consist of:



  3.2.1
Asia Pattaya Hotel Company Limited, in which the company hold 99.42% ownership by holding 1,193 shares from authorized share capital of 1,200 common shares and this subsidiary company hold 25% of ownership in Asia Airport Hotel Company Limited.  



  3.2.2
Asia Airport Hotel Company Limited, in which the company held 75% ownership by holding 2,249,993 shares from authorized share capital of 3,000,000 common shares.



  3.2.3
B.K. Ratchathevi Enterprise Company Limited was registered with the Ministry of Commerce on October 11, 2000, which the company hold 99.90% of ownership by holding 9,980,000 shares from authorized share capital of 9,990,000 common shares and this subsidiary company hold 73.98% of ownership in Zeer Property Company Limited. 


  3.3
All significant intercompany balances and transactions, and the investment of parent company and shareholders’ equity of the subsidiaries have been eliminated in this consolidation.

  4.
Summary of significant accounting policies


  4.1
Recognition of revenues




The company and its subsidiaries recognized the income as follows:




        -
The income from room service are recognized when the customers had registered at the Front,  and other services are recognized when the services have been rendered.




        -
The income from food and beverage are recognized when the food and beverage have been serviced.




        -
The building for rent are recognized on accrual basis


4.2
Cash and cash equivalents, and preparation of statements of cash flows




The company and its subsidiaries adopted the policies in preparing the statements of cash flows that, cash and cash equivalents mean cash on hand, deposit at banks (except time deposit), and short-term highly liquid investments that are readily convertible to know amounts, and that they present negligible risk of change in value, which are not restricted in its use.

  4.
Summary of significant accounting policies (Continued)


  4.3
Inventory pricing




The company valued inventories at average cost, and its subsidiaries valued them at cost price under FIFO method.  

	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003

	Restaurant
	
	
	
	

	    - Food
	1,513,723
	2,353,956
	985,754
	1,816,805

	    - Beverage
	1,116,518
	1,275,330
	674,384
	795,455

	    - Operating equipment
	1,064,491
	383,641
	0
	0

	Hotel
	
	
	
	

	    - Supplies
	3,930,775
	4,103,213
	2,590,719
	2,625,694

	    - Equipment
	1,286,004
	1,272,882
	1,286,004
	1,272,882

	    - Operating equipment
	13,418,580
	13,370,794
	10,468,050
	10,444,584

	Total
	22,330,091
	22,759,816
	16,004,911
	16,955,420



  4.4
Property, plant and equipment / depreciation and amortization




Land are stated at cost and appraisal surplus value. 




Plant and equipment are stated at cost and appraisal surplus value less accumulated depreciation and allowance for loss on impairment of assets (if any).




Property, plant and equipment are depreciated by the straight-line method over the estimated useful lives of the assets as follows :





Land improvement
20 years





Building and complement
20 years





Building improvement
30 years





Public utility system
30 years





Machinery and equipment
5 years -10 years





Furniture and fixtures
5 years -10 years





Furniture ornaments
5 years -10 years





Equipment for hotel and restaurants
5 years -10 years





Tool and office equipment
5 years -10 years





Vehicles
5 years -10 years

  4.
Summary of significant accounting policies (Continued)


  4.4
Depreciation and amortization (Continued)




The leasehold right and leasehold right-improvement were amortized by the straight-line method for 20 years to 30 years. 




Software computer was amortized by the straight-line method for 5 years.




The leasehold right on land a subsidiary company named B.K. Ratchathevi Enterprise Company Limited was amortized by using the straight-line method of the remaining lives of leasehold agreement for 28 years.


  4.5
Allowance for doubtful accounts




The company and two subsidiaries which involve in hotel business provided allowance for doubtful accounts as the following:

	
	Trade accounts
	Provided allowance for doubtful accounts (percent)

	
	
	2004
	2003

	
	- Dissolution firm
	100
	100

	
	- Sued cases
	100
	100

	
	- Over due for 1 year 
	100
	100





A subsidiary company-Zeer Property Co., Ltd. provided allowance for doubtful accounts by considering from the uncollectible receivables and by a review of the current status of existing receivables.




The company and its subsidiaries provided allowance for doubtful accounts on loans by a review of the operating result and current status of the borrowers. 


  4.6
Investments



  4.6.1
Investment in subsidiary companies and investment in associated companies are accounted for  by the equity method.



  4.6.2
Investment in other securities





They are stated at cost less the valuation allowance.




Investment in other company is an investment in JET CAT TOUR CO., LTD. of which the financial statements as of December 31, 1997 shown the deficit balance over the share capital, so the company set the valuation allowance for loss on investment in other security in the full amount.

  4.
Summary of significant accounting policies (Continued)


  4.6
Investments (Continued)



  4.6.3
Investments in fixed deposit at bank are stated at fair value.


  4.6.4
A subsidiary company recorded investment in related company and classified as long-term investment as follows :





Investment in marketable equity securities (available for sale) was recorded at fair value (the lasted bid price) as at June 30, 2004 and December 31, 2003 of the Stock Exchange of Thailand.  Unrealized gain (loss) on adjustment in value of the investment is recorded in shareholders’ equity,  (this item has been eliminated in the consolidation) and will realize gain or loss when they have been disposed.





Investment in equity securities (general investment) are stated at the cost price less the valuation allowance for investment.


  4.7
Impairment of assets




The company and its subsidiary would assess the impairment of assets. i.e. property, plant and equipment and intangible assets whenever there is indication that an asset may be impaired, the impairment will be assessed by estimating the recoverable amount of assets, if it is below the carrying amount of the asset, it signs an asset is impaired.  The company recognizes an impairment loss on asset in the statement of income.




Recoverable amount of assets is the higher of an asset’s net selling price and its value in use, and it is determined from an individual asset or a cash-generating unit.


  4.8
Translation of foreign currency transactions




At the end of the period, the remaining balances of foreign currency assets and liabilities are translated respectively at the average buying and selling rates of Commercial Banks, based on the   rate of the Bank of Thailand.  Gain or loss are stated in the Statement of Income.  


  4.9
Income tax




Income tax (if any), the company recorded the total amount of income tax as expenses for the period, and recorded the accrued portion as liabilities in the balance sheets.


4.10
Basic earnings per share




Basic earnings per share is computed by dividing net profit (loss) by the number of common shares outstanding at the end of period, the common shares were deducted by Parent’s shares capital which were held by the subsidiaries company. (28,000,000 common shares)

  5.
Cash and cash equivalents

	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003

	 Cash on hand
	4,352,359
	4,249,362
	3,064,165
	2,722,195

	 Cheques for collecting
	985,968
	1,061,986
	799,537
	425,292

	 Cash at banks – current
	39,312,568
	2,568,723
	1,523,866
	608,993

	 Cash at banks – savings
	73,690,999
	60,437,294
	34,831,727
	1,070,883

	

Total
	118,341,894
	68,317,365
	40,219,295
	4,827,363


  6.
Trade accounts and notes receivable, net

	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/   Unaudited              Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/   Unaudited              Jun. 30, 2004
	Audited   

Dec. 31, 2003

	The company and 2 subsidiaries, which 
	
	
	
	

	                        involve in hotel business
	
	
	
	

	    Trade accounts receivable
	
	
	
	

	        Current accounts
	24,035,683
	30,480,244
	15,873,176
	17,024,626

	        Over due 1 - 30 days
	11,470,127
	11,136,967
	7,325,203
	6,342,726

	        Over due 31 – 60 days
	4,637,758
	3,572,564
	2,763,583
	2,548,413

	        Over due 61 – 90 days
	2,124,096
	517,377
	1,044,499
	323,976

	        Over due 91 - 365 days
	1,561,712
	1,555,555
	858,814
	1,247,550

	        Over due 1 year
	26,335,705
	25,782,999
	9,468,654
	8,765,789

	


	70,165,081
	73,045,706
	37,333,929
	36,253,080

	Less Allowance for doubtful accounts
	26,335,705
	25,774,930
	9,468,654
	8,765,789

	
	43,829,376
	47,270,776
	27,865,275
	27,487,291

	Subsidiary company-Zeer Property Co., Ltd.
	
	
	
	

	    Trade accounts receivable
	
	
	
	

	        -Related party
	109,356
	168,404
	0
	0

	        -Other companies
	27,710,707
	25,093,335
	0
	0

	
	27,820,063
	25,261,739
	0
	0

	Less Allowance for doubtful accounts
	14,767,569
	11,778,863
	0
	0

	
	13,052,494
	13,482,876
	0
	0

	

Total
	56,881,870
	60,753,652
	27,865,275
	27,487,291

	Notes receivable
	3,801,162
	1,005,713
	0
	0

	Trade accounts and notes receivable, net
	60,683,032
	61,759,365
	27,865,275
	27,487,291


 7.
Loans to employees

	
	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003

	Loans to employees :
	
	
	
	

	   Asia Hotel Public Co., Ltd.
	1,239,320
	1,204,520
	1,239,320
	1,204,520

	   Asia Pattaya Hotel Co., Ltd.
	266,300
	234,274
	0
	0

	

Total
	1,505,620
	1,438,794
	1,239,320
	1,204,520





Asia Pattaya Hotel Co., Ltd. charges interest on loans to employees at 2.00% p.a.

  8.
Investments for using the equity method




(See attachment # 1)

  9.
Investment in related parties




(See attachment # 2)

10.
Cash at banks-fixed accounts




One of subsidiaries, Asia Pattaya Hotel Co., Ltd. has fixed deposit at bank which is used as guarantee for electricity use in the limit of Baht 1.5 million, and guarantee for other liabilities of the subsidiaries in the arrangement of Baht 150,000 and also used as guarantee for the contingent liabilities from debt restructuring with a financial institution in the arrangement of Baht 60,000 and it has already terminated on July 11, 2003.




One of subsidiaries, Asia Airport Hotel Co., Ltd., used fixed deposit as a collateral for license in selling alcoholic liquors and cigarettes issued by The Excise Duties Department in the arrangement of Baht 5,000.

11. Long-term loans, accounts receivable, and accrued interest income-related parties




They are promissory notes as follows : 




(See attachment # 3)

11.1
Asia Pattaya Hotel Co., Ltd., a subsidiary company granted loan to another subsidiary company Asia Airport Hotel Co., Ltd. in the amount of Baht 195.52 million (included accrual interest).  There is no collateral for this loan.  Asia Pattaya Hotel Co., Ltd. provided allowance for doubtful accounts in the full amount, and the loss in excess of the investment in the subsidiary has been transferred to allowance for doubtful accounts in the amount of Baht 149.62 million. 

11. Long-term loans, accounts receivable, and accrued interest income-related parties (Continued)


11.2
The company granted loans to A.B.K. Enterprise Co., Ltd. which is the parent company and holding over 50% of shares in Asia Hotel Public Company Limited, and directorship of some directors hold 45.29% share capital in this mentioned company.  The two companies entered to Debt Restructuring agreement according to the minute of extraordinary meeting No. 1/2543 dated November 27, 2000, as the following :



11.2.1
The remaining accrued interest Baht 471.84 million will be paid on the following conditions :



         -
The payment period is 15 years from January 1, 2001 with 3 years grace period.  Therefore, the first payment will be on December 31, 2004.



         -
There is no collateral for the remaining accrued interest income.



         -
There is no interest charged, unless the A.B.K. Enterprise Co., Ltd., defaults in the payment.



         -
If A.B.K. Enterprise Co., Ltd. could pay earlier than the due-date, the discount will be granted according to the agreement.





The company provided allowance for doubtful accounts in full amount.


  11.3
Asia Airport Hotel Co., Ltd., a subsidiary company granted loan to Zeer Property Co., Ltd., of which the loan included accrued interest income in the amount of Baht 278.69 million.  Zeer Property Co., Ltd. is a related party by the shareholding and directorship of some directors of Asia Airport Hotel Co., Ltd.  There is no collateral for this loan.  Asia Airport Hotel Co., Ltd. provided allowance for doubtful accounts in the amount of Baht 257.37 million.


11.4 B.K. Ratchathevi Enterprise Co., Ltd., is a subsidiary company granted loan to Zeer Property Co., Ltd., of which the loan included accrued interest income in the amount of Baht 47.29 million. Zeer Property Co., Ltd. is a subsidiary company. There is no collateral for this loan, B.K. Ratchathevi Enterprise Co., Ltd. provided allowance for doubtful account in the full amount.

12.
Long-term accounts receivable-other company




Zeer Management Co., Ltd. which is a debtor of Zeer Property Co., Ltd. (the lessor) agreed to transfer the leasehold right to Smileland of Asia Co., Ltd.  which is another debtor of Zeer Property Co., Ltd.  so that the latter could settle the debt and other obligation on  behalf of the former in the amount of Baht 35.08 million, a subsidiary company provided allowance for doubtful accounts in the full amount.

13.
Property, plant and equipment, net


13.1
(See attachment # 4)




Plant and equipment which the cost price were depreciated in fully amount are as follows :

	
	
	
	
	Unit : Baht

	Cost of assets
	Consolidated
	The Company

	
	Reviewed/ Unaudited         Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited         Jun. 30, 2004
	Audited   

Dec. 31, 2003

	
	
	
	
	

	
	
	
	
	

	Land improvement
	1,520,524
	1,520,524
	0
	0

	Building and complement – original price
	58,297,604
	58,297,604
	0
	0

	Machinery and equipment
	140,147,625
	139,792,942
	119,347,952
	119,147,799

	Furniture and fixtures
	274,025,487
	273,762,802
	248,309,112
	248,159,180

	Furniture ornaments
	71,252,749
	70,514,315
	71,252,749
	70,514,315

	Equipment for hotel and restaurants
	98,514,288
	98,084,546
	91,192,263
	90,762,521

	Tool and office equipment
	22,777,275
	22,192,986
	17,905,833
	17,348,165

	Vehicles
	14,466,600
	14,385,450
	8,325,000
	9,074,000

	Total
	681,002,152
	678,551,169
	556,332,909
	555,005,980





Land and building are mortgaged to the bank to secure the borrowing of the company and its subsidiaries. (as indicated in Note 22.2.1)

14.
Valuation of property




Property, plant and equipment as per Note 13, were appraised by the independent valuer as per the appraisal report dated March 31, 1993 and the amendment dated May 28, 1993.




The revaluation surplus of the assets for the company are as follows : 

	
	
	Unit : Baht

	
	Reviewed/        Unaudited                  Jun. 30, 2004
	Audited

Dec. 31, 2003

	Land
	903,279,995
	903,279,995

	Building and complement, net
	142,624,336
	150,087,715

	

Total
	1,045,904,331
	1,053,367,710


14.
Valuation of property (Continued)





Property, plant and equipment of the subsidiary company were appraised by the independent valuer whose report dated at March 22, 1993 and the amendment dated December 31, 1993.





The revaluation surplus of the assets for the subsidiary  company are as follows :

	
	
	Unit : Baht

	
	Reviewed/        Unaudited                   Jun. 30, 2004
	Audited

Dec. 31, 2003

	Land
	265,431,177
	265,431,177

	Building and complement, net
	27,220,122
	36,227,507

	

Total
	292,651,299
	301,658,684






Company and its subsidiary recorded “revaluation surplus of property, plant and equipment” in the section of “shareholders’ equity” in balance sheets, which cannot be paid as dividend.




In the year 1993, the company and a subsidiary company had the property, plant and complement appraised by the independent valuer, the revaluation surplus amounted to Baht 1,347.69 million and Baht 627.71million respectively, and was recorded as Revaluation surplus of property, plant and equipment account.  Due to the present economic situation and financial crisis which may cause the value of the assets to be lower than the appraisal  value in the balance sheet.  In the year 1999, the company and a subsidiary company had assets appraised by the new independent valuer, and the appraised value per the new appraisal report has not material difference with the appraisal in the year 1993, so there was no adjustments of the value.

15.
Intangible assets, net




(See attachment # 5)




The subsidiary company, Zeer Property Co., Ltd. entered into the lease agreements for the land  with the related parties for complex construction, the lease period is 30 years commencing from April 1, 1993 to March 31, 2023 and amortized by the straight-line method for 28 years.  The rental to the related parties will be paid monthly in the amount ranged from Baht 600,000 to Baht 878,460 per month as prescribed in the agreement.




Leasehold right on land was placed at the bank for guarantee of the credit facilities. (as indicated in Note 22.2.3)
16. Land not held for operation




The land with book value of Baht 284.38 million was acquired by a subsidiary company, Asia Airport Hotel Co., Ltd., in the year 1995 for the purpose of engaging in hotel business. Due to the economic problem in Thailand, the company considered that it was not the right time for large investment in hotel construction. The Company then changed its plan to lease the area in Zeer Property Co., Ltd., to run the hotel business. So the Company determine to hold this plot of land for future business operation when the economic condition improves. However, as the land has been held without operation for a long time, in the year 2001, the Company reclassify the land as “land not held for operation” under “Other non-current assets”.

17.
Deposits and guarantees
	
	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited        Jun. 30, 2004
	Audited   

Dec. 31, 2003

	Deposits for telephone
	631,634
	621,634
	236,679
	236,679

	Deposits for gas
	197,380
	197,380
	11,400
	11,400

	Deposits for bottom and case
	225,034
	217,354
	19,915
	16,975

	Guarantee for water and electricity
	6,324,640
	6,321,430
	6,000
	6,000

	Deposits for construction*
	571,273
	844,356
	0
	0

	Other deposits
	1,327,476
	179,538
	105,438
	135,438

	Total
	9,277,437
	8,381,692
	379,432
	406,492





*A subsidiary company, Asia Pattaya Hotel Co., Ltd., had renovated the hotel by hired some subcontractors both juristic person and general person.
18. Short-term loans from related parties
	
	
	
	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company
	Policy to charge the cost to loan for interecompany (percent)

	
	Reviewed/ Unaudited          Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited          Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/ Unaudited          Jun. 30, 2004
	Audited   

Dec. 31, 2003

	Subsidiary company
	
	
	
	
	
	

	    Asia Pattaya Hotel Co., Ltd.
	
	
	
	
	
	

	        -Loan
	0
	0
	9,900,000
	15,050,000
	6.00-7.00
	7.00

	        -Accrued interest expenses 

            (as indicated in Note 21)
	0
	0
	22,248,896
	22,248,896
	
	

	Total
	0
	0
	32,148,896
	37,298,896
	
	


19.
Other short-term loans

	 
	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003

	19.1
Borrower–Asia Hotel Public Co., Ltd.
	165,000,000
	165,000,000
	165,000,000
	165,000,000

	19.2
Borrower-Zeer Property Co., Ltd.
	25,000,000
	25,000,000
	0
	0

	
	190,000,000
	190,000,000
	165,000,000
	165,000,000





The company and a subsidiary company named Zeer Property Co., Ltd. borrowed money from financial institutions which were closed and under the control of Financial Sector Restructuring Authority, in the amount of Baht 165 million and Baht 25 million respectively.  The company calculated accrued interest at the final rate charged by the financial institutions when being closed.  A subsidiary company accrued interest at the default rate.  Now the debts of the company and subsidiary company,  Zeer Property Co., Ltd., were purchased by an other company.  Loans and accrued interest in the amount of Baht 10.00 million and Baht 9.23 million respectively, the company had repaid the such debts in the amount of Baht 4.20 million, resulting gain on debt foregiveness in the amount of Baht 15.03 million. (as indicated in Note 30)

20.
Assets payable and retention





Assets payable and retention consist of wage, equipment of construction, installation of air system,
       public health system and fire system, etc. which was built at Zeer Property Co., Ltd. 

21.
Short-term/long-term accrued interest expenses

Unit : Baht

	

Consist of:
	Consolidated
	The Company

	
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003

	Short-term accrued interest expenses:
	
	
	
	

	     Related companies (as indicated in Note 21)
	0
	0
	22,248,896
	22,248,896

	     Financial institutions
	7,024,944
	20,134,629
	7,024,944
	20,129,861

	     Other companies
	397,835,115
	419,214,981
	300,325,562
	278,931,773

	Total
	404,860,059
	439,349,610
	329,599,402
	321,310,530

	Long-term accrued interest expenses:
	
	
	
	

	     Financial institutions*
	601,173,022
	581,043,162
	601,173,022
	581,043,162

	     Other companies
	469,911,627
	377,139,036
	0
	0

	Total
	1,071,084,649
	958,182,198
	601,173,022
	581,043,162





*These represent accrued interest expenses from Debt Restructuring of the company and its subsidiary with financial institutions.

22.
Long-term liabilities


22.1
The long-term liabilities of the company and its subsidiaries

	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003

	  22.1.1) Loans from banks (Debt restructuring)
	1,396,376,086
	1,416,146,456
	1,396,376,086
	1,416,146,456

	      Less Current portion of long-term 
	
	
	
	

	                                             liabilities
	56,430,962
	46,811,078
	56,430,962
	46,811,078

	
	1,339,945,124
	1,369,335,378
	1,339,945,124
	1,369,335,378

	  22.1.2) Loans from financial companies 
	
	
	
	

	                          (Debt restructuring)
	26,150,054
	26,517,180
	26,150,055
	26,517,180

	      Less Current portion of long-term 
	
	
	
	

	                                            liabilities
	1,055,158
	875,145
	1,055,158
	875,145

	
	25,094,896
	25,642,035
	25,094,897
	25,642,035

	  22.1.3) Loans from Banks-
	
	
	
	

	      Subsidiary company
	
	
	
	

	          Asia Pattaya Hotel Co., Ltd.
	294,000,000
	300,000,000
	0
	0

	          Less Current portion of long-term 
	
	
	
	

	                                                  liabilities
	15,000,000
	0
	0
	0

	
	279,000,000
	300,000,000
	0
	0

	  22.1.4) Loans from banks-
	
	
	
	

	      Subsidiary company
	
	
	
	

	         Asia Airport Hotel Co., Ltd. 
	662,661,366
	662,661,366
	0
	0

	
	662,661,366
	662,661,366
	0
	0

	  22.1.5) Loans from bank-
	
	
	
	

	      Subsidiary company
	
	
	
	

	         Zeer Property Co., Ltd.
	140,182,000
	147,202,000
	0
	0

	         Less Current portion of long-term 
	
	
	
	

	                                                liabilities
	16,080,000
	14,040,000
	0
	0

	
	124,102,000
	133,162,000
	0
	0

	  22.1.6) Loans from other company– 
	
	
	
	

	      Subsidiary company
	
	
	
	

	         Zeer Property Co., Ltd.
	3,159,000
	6,860,440
	0
	0

	         Less Current portion of long-term 
	
	
	
	

	                                                liabilities
	3,159,000
	5,487,000
	0
	0

	
	0
	1,373,440
	0
	0


22.
Long-term liabilities (Continued)


22.1
The long-term liabilities of the company and its subsidiaries (Continued)

	
	
	
	Unit : Baht

	


	Consolidated
	The Company

	
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003
	Reviewed/            Unaudited                     Jun. 30, 2004
	Audited   

Dec. 31, 2003

	22.1.7) Assets payable and retention–
	
	
	
	

	      Subsidiary company
	
	
	
	

	         Zeer Property Co., Ltd.
	4,274,535
	5,074,535
	0
	0

	         Less Current portion of long-term 
	
	
	
	

	                                                liabilities
	3,449,000
	1,540,000
	0
	0

	
	825,535
	3,534,535
	0
	0

	  22.1.8) Repurchase payable-leasehold right
	
	
	
	

	                  on lease-area-Subsidiary company
	
	
	
	

	         Zeer Property Co., Ltd.
	162,723,513
	164,925,000
	0
	0

	         Less Current portion of long-term 
	
	
	
	

	                                               liabilities
	8,875,000
	6,025,000
	0
	0

	
	153,848,513
	158,900,000
	0
	0

	  22.1.9) Hire purchase payable-
	
	
	
	

	       Subsidiary companies
	
	
	
	

	         Asia Pattaya Hotel Co., Ltd.
	915,701
	243,370
	0
	0

	         Asia Airport Hotel Co., Ltd.
	832,724
	313,276
	0
	0

	         Zeer Property Co., Ltd.
	713,394
	951,192
	0
	0

	         Less Current portion of long-term 
	
	
	
	

	                                               liabilities
	1,044,003
	700,725
	0
	0

	
	1,417,816
	807,113
	0
	0

	Total long-term liabilities
	2,691,988,373
	2,730,894,815
	1,422,526,141
	1,442,663,636

	         Less Current portion of long-term 
	
	
	
	

	                                                liabilities
	105,093,123
	75,478,948
	57,486,120
	47,686,223

	

Total long-term liabilities
	2,586,895,250
	2,655,415,867
	1,365,040,021
	1,394,977,413





No. 22.1.1) – 22.1.2) Loans from banks and financial company which, the company have already entered into Debts Restructuring Agreement.




No. 22.1.3) On January 16, 2003, a subsidiary company named Asia Pattaya Hotel Co., Ltd. has entered into loan agreement with Thanachart Bank Public Company Limited, in the amount of Baht 300 million, the repayment will be monthly for 84 months the first repayment is on January 2004, and will be finished within December 2010. ( As indicated in Note 28.1)

22.
Long-term liabilities (Continued)




No. 22.1.4) Bank overdrafts and loans from bank in the amount of Baht 29.28 million and Baht 633.38 million respectively of a subsidiary company, Asia Airport Hotel Co., Ltd. were transferred to new creditor named Petchburi Assets Management Co., Ltd. on June 28, 2002. 




No. 22.1.5) Loans from bank, which on January 17, 2000, a subisdiary company named Zeer Property Co., Ltd. signed acknowledgement of debt agreement to pay up the loan on monthly installment basis, at the interest rate of 6% p.a. – MLR% p.a. The first repayment would be started on January 31, 2000 and finished within 119 months on November 2009.



No. 22.1.6) Loans from other company, on February 10, 2003 a subsidiary company named Zeer Property Co., Ltd. entered into an agreement to transfer the claim in accounts receivable to a creditor in the amount of Baht 14.30 million, interest rate at 8.00% p.a. Zeer Property Co., Ltd. would pay by monthly for 24 months.



No. 22.1.7) Assets payable and the retention, a subsidiary company had repaid the debts to the creditors by two partial, the first partial will be repaid by monthly, and another partial a subsidiary company agreed with the creditor to barter in hotel using services of the group company.



No. 22.1.8) On December 9, 2003, a subsidiary company, Zeer Property, Co., Ltd. entered into Debt Restructuring Agreement with Thai Asset Management Corporation (TAMC) for paying the debt amount of Baht 175 million by installment basis, this debt was guaranteed by leasehold-right on lease-area. On the date of agreement was made, the subsidiary company has to pay  Baht 10 million, and the remaining amount of Baht 165 million should be paid by installment basis with interest rate at MLR p.a. as following :





1.
Amount of Baht 60 million would be repaid within 5 years since the dated of agreement was made by quarterly.





2.
Amount of Baht 105 million would be repaid within 10 years since the dated of agreement was made by monthly.




No. 22.1.9) Hire purchase payable of 3 subsidiary companies for 4 agreements with 48 months period will be paid by monthly, as follows :

22.
Long-term liabilities (Continued)





Subsidiary companies :






-
Asia Pattaya Hotel Co., Ltd., 







1. Installment at Baht 7,158 the first payment is on November, 2002.








2. Installment at Baht 15,219 the first payment is on June, 2004






-
Asia Airport Hotel Co., Ltd., 







1. Installment at Baht 11,603 the first payment is on April, 2002.








2. Installment at Baht 13,388 the first payment is on March, 2004.







-
Zeer Property Co., Ltd., installment at Baht 39,633 the first payment is on January, 2002.


22.2
Collateral and guarantee



22.2.1
Land and building are mortgaged to the bank to secure the borrowings of the company and its subsidiaries in the arrangement of Baht 3,017.50 million, and the loans are also guaranteed by directors.


        22.2.2
The company pledged 372 shares and 524,000 shares of 2 subsidiary companies, Asia Pattaya Hotel Co., Ltd. and Asia Airport Hotel Co., Ltd., respectively at 2 financial institutions to secure the loans of the company. 


        22.2.3
Long-term loans from bank of Zeer Property Co., Ltd., was guaranteed by mortgaging the leasehold right on land and building on Zeer Rungsit Complex, besides it was guaranteed by related companies, related person and some directors of Zeer Property Co., Ltd. 

23.
Guarantee for rent




They are guarantee money for lease-area and other assets of the Business Complex, which the subsidiary company, Zeer Property Co., Ltd. will return to the lessees when the agreements are terminated.

24.
Deferred income-leasehold right on lease area, net




The deferred income-leasehold right on lease-area of the subsidiary company are as following:

	
	
	Unit : Baht

	
	Consolidated

	
	Reviewed/ 

Unaudited

Jun. 30, 2004
	Audited

Dec. 31, 2003

	Deferred income per agreement 
	1,974,455,129
	1,974,455,129

	Less Accumulated amortization of deferred income
	1,408,580,569
	1,393,475,738

	Deferred income, net
	565,874,560
	580,979,391

	Leasehold right recognized as income for the period
	15,104,831
	38,732,880


24.
Deferred income-leasehold right on lease area, net (Continued)




Zeer Property Co., Ltd. entered into the lease agreement with the lessees for renting the area in Zeer Rangsit Complex, the lives of the leasehold right are 15-28 years.  The Zeer Property Co., Ltd. recorded the account of Deferred income-leasehold right on lease-area, and recognized as income by the straight-line method for 15-28 years.




On December 9, 2003, a subsidiary company, Zeer Property Co., Ltd. entered into Debt Restructuring Agreement with Thai Asset Management Corporation to repaid the debt in the amount of Baht 175.00 million, this debt was guaranteed by leasehold-right on lease-area.




On March 11, 2002, a subsidiary company, Zeer Property Co., Ltd., entered into a lease agreement with a lessee for the leasehold right for 21 years commencing from March 12, 2002 to March 11, 2023, in the amount of Baht 12.49 million. This lessee had ever paid the installment to Zeer Property Co., Ltd. in the amount of Baht 10.32 million, this amount was offset to pay for leasehold right, and then paid the additional difference of Baht 2.17 million. As well as the lessor and the lessee entered into a memorandum that the lessee would pay the rent and the service fee starting from Baht 38,072 /month and it would be increased in every three years until Baht 67,449 /month (in the last month of the agreement).

25.
Loss in excess of the investment in the subsidiary




The operation of three subsidiary companies, Asia Airport Hotel Co., Ltd. , Zeer Property Co., Ltd. and B.K. Ratchathevi Enterprise Co., Ltd. had a loss from operation, when the company recognized the share of loss in the subsidiary by equity method, the share of loss exceeded the carrying amount of investment. The company then accounted for such loss to the extent of the balance of the investment. The investment was reported at nil value, and was recorded it in loss in excess of the investment in the subsidiary.

26.
Parent’s share capital held by subsidiary company




A.B.K. Enterprise Co., Ltd. tranferred the 4 million common shares of Asia Hotel Public Company Limited at book value per share is Baht 7.10 totally Baht 28.40 million for Debt Restructuring to a subsidiary company, Zeer Property Co., Ltd.  The shares in the parent company held by the subsidiary will not be included in the consolidated financial statements.  After eliminating the inter-transactions the mentioned of shareholding was shown as deduction item in the shareholders’ equity.

27.
The inequality of net profit (loss)  for the consolidated and the company’s financial statements




In this accounting period, there are differences in net profit (loss) and deficits between the consolidated and the Company’s financial statements as follows :

	
	
	
	
	
	
	Unit : Baht

	
	Reviewed/
	Audited

	
	Unaudited
	

	
	Jun. 30, 2004
	Dec. 31, 2003

	
	Consolidated
	The company
	Difference
	Consolidated
	The company
	Difference

	Net profit (loss)
	(51,808,304)
	16,886,088
	68,694,392
	27,218,712
	185,466,206
	158,247,494

	Deficit
	(2,861,123,636)
	(3,155,456,661)
	294,333,025
	(2,825,786,096)
	(3,188,813,513)
	363,027,417





The difference in net profit (loss) and deficits between the consolidated and the company’s financial statements incurred due to the company had not recognized the loss in excess of the investment in the subsidiary to other liabilities, and due to the provision for doubtful account and accrued interest among the parent and subsidiary companies, as follows :

	
	
	
	Unit : Baht

	
	
	Reviewed/
	Audited

	
	
	Unaudited
	

	
	
	Jun. 30, 2004
	Dec. 31, 2003

	Provision for doubtful debt
	
	
	

	 Lending companies
	
	
	

	      Asia Hotel Public Co., Ltd.
	
	207,934,372
	207,934,372

	      Asia Pattaya Hotel Co., Ltd.
	
	45,899,718
	45,899,718

	      Asia Airport Hotel Co., Ltd.
	
	257,370,821
	267,440,821

	          Total provision for doubtful debt
	
	511,204,911
	521,274,911

	Less Loss in excess of the investment in the subsidiary – Dec. 31, 2003
	158,247,494
	
	158,247,494

	                                                                                         – Jun. 30, 2004
	68,694,392
	226,941,886
	0

	Add Doubtful debt recovery
	
	10,070,000
	0

	            Total
	
	294,333,025
	363,027,417


28.
Debt restructuring




Three subsidiary companies entered into Debt Restructuring Agreements as follows:


28.1
A subsidiary company, Asia Pattaya Hotel Co., Ltd., had loans from banks and other companies in the amount of Baht 297.59 million and accrued interest in the amount of Baht 185.86 million. Later, and on January 16, 2003, a subsidiary company entered into loan agreement from Thanachart Bank Public Company Limited and repaid the above debts on January 17, 2003 in the amount of Baht 323.85 million, resulting gain on debt forgiveness in the amount of Baht 159.60 million. (as indicated in Note 22.1.3)


28.2
A subsidiary named Asia Airport Hotel Co., Ltd. entered into the agreement to cancel the lease-area of Zeer Rungsit Business Complex with one lessee (Smileland of Asia Co., Ltd.) on February 15, 2002.   




-
On April 25, 2002, this subsidiary entered into Debt Restructuring Agreement with this lessee by reduce the remaining of the rental fee in the amount of Baht 17,026,200 to Baht 3,405,240.




-
On August 16, 2002, this subsidiary entered into the agreement that attached the Debt Restructuring Agreement dated April 25, 2002 with this lessee by increase the rental fee in the amount of Baht 3,405,240 to Baht 10,000,000 and the lessee will pay the rental fee by monthly as in the condition of Debt Restructuring Agreement.  The first payment will be started on January, 2005 and finished within October, 2007. A subsidiary company provided allowance for doubtful accounts in the full amount.


28.3
Zeer Property Co., Ltd., a subsidiary company entered into Debt Restructuring Agreements with the creditor as follows :



1)
On December 9, 2003, a subsidiary company, Zeer Property Co., Ltd. entered into Debt Restructuring Agreement with Thai Asset Management Corporation (TAMC). (as indiciated in Note 22.1.8 Long-term liabilities)



2)
On April 12, 2002, a subsidiary company, entered into an agreement with a creditor.  (Long-term liability-assets payable and retention)  The creditor will decrease the remaining of the debt from Baht 33.80 million to Baht 18.80 million, resulting gain on debt forgiveness in the amount of Baht 15 million by the conditions as follows :  

28.
Debt restructuring (Continued)
· The debt in the amount of Baht 12 million will be repaid by cashier cheque on April 12, 2002.



        
        -
The debt in the amount of Baht 4 million will repay within March 30, 2004 by installment at least Baht 100,000 starting from April 30, 2002, and the creditor will calculate the monthly interest from the principal at the interest rate of MLR of SIAM CITY BANK.



        
        -
The debt in the amount of Baht 2 million, the subsidiary agreed with the creditor to barter in hotel using services of the group company since April 12, 2002 to April 11, 2004. 




On July 2, 2003, a subsidiary company, Zeer Property Co., Ltd., entered into an agreement with a creditor. The creditor will decrease the remaining of the debt (after the creditor had used some services of the group company) from Baht 1.59 million to Baht 1.30 million, resulting the gain on debt forgiveness in the amount of Baht 0.29 million.




3)
On May 28, 2002, a subsidiary company, entered into an agreement with the creditor. (Long-term liability-assets payable and retention)  The creditor will decrease the remaining of the debt from Baht 22.75 million to Baht 7.14 million, resulting the gain on debt forgiveness in the amount of Baht 15.61 million by the conditions as follows :



          
        -
The debt in the amount of Baht 4.20 million and Baht 2.70 million will be repaid by two cashier cheque on May 28, 2002.



         
        -
The debt in the amount Baht 0.12 million, the subsidiary agreed with the creditor to barter in hotel using services of the group company since April 1, 2002 to March 31, 2004.



         


The gain on debt forgiveness of two debts in the amount of Baht 30.61 million, was  stated in the extraordinary items in statements of income in the year 2002.




4)
On August 26, 2002, Zeer Property Co., Ltd., a subsidiary entered into an agreement with an account receivable which is a related company named Dacos International Co., Ltd. by decrease the remaining of the debt from Baht 134.01 million to Baht 98 million and the account receivable will finish the payment within December 31, 2005.  In the prior accounting period, this subsidiary provided allowance for doubtful account for this account receivable in the full amount, so in the year 2002 the subsidiary would decrease allowance for doubtful account as well as the account receivable in the amount of Baht 36.01 million.

29.
Share of profit / losses from investments for the equity method

29.1
It represent share of profit from investments for the equity method of the first quarter ended March 31, 2004 which was over than the six month period ended June 30, 2004.


29.2 It represent share of losses from investments for the equity method of the first quarter ended March 31, 2003 which was over than the six month period ended June 30, 2003.

30
Extraordinary items



Consist of: 

	
	
	
	Unit : Baht

	
	Consolidated
	The Company

	
	Reviewed/ Unaudited        Jun. 30, 2004
	Reviewed/ Unaudited        Jun. 30, 2003
	Reviewed/ Unaudited        Jun. 30, 2004
	Reviewed/ Unaudited        Jun. 30, 2003

	Gain on debt forgiveness of the company
	
	
	
	

	                          (as indicated in Note 19)
	0
	15,032,565
	0
	15,032,565

	Share of profit from investments for
	
	
	
	

	                   using the equity method
	0
	0
	0
	159,603,301

	Gain on debt forgiveness of subsidiary company
	
	
	
	

	                                   (as indicated in Note 28.1)
	0
	159,603,301
	0
	0

	
	0
	174,635,866
	0
	174,635,866


31.
Related party transactions




The financial statements included related party transactions, the bases to be considered as related party are intercompany shareholding or the same group of shareholders, directors or management team.





Related party transactions :

	
	
	
	Unit : Baht

	

Consist of :
	Consolidated
	The Company

	
	Reviewed/

Unaudited 

Jun. 30, 2004
	Audited

Dec. 31, 2003
	Reviewed/ 

Unaudited

Jun. 30, 2004
	Audited

Dec. 31, 2003

	Balance sheets
	
	
	
	

	Accrued interest income
	
	
	
	

	  -Subsidiary companies
	0
	0
	250,372,453
	233,685,013

	  -Affiliated companies (as indicated in Note 11)
	495,037,327
	495,037,327
	471,839,518
	471,839,518

	Accrued interest expenses
	
	
	
	

	  -Subsidiary companies
	0
	0
	22,248,896
	22,248,896

	Lending
	
	
	
	

	  -Subsidiary companies
	0
	0
	514,870,267
	514,870,267

	  -Affiliated companies (as indicated in Note 11)
	118,655,791
	111,888,049
	0
	0

	Borrowing
	
	
	
	

	  -Subsidiary companies
	0
	0
	9,900,000
	15,050,000


31.
Related party transactions (Continued)
	
	
	
	Unit : Baht

	


	Consolidated
	The Company

	
	Reviewed/ 

Unaudited

Jun. 30, 2004
	Reviewed/ 

Unaudited

Jun. 30, 2003
	Reviewed/ 

Unaudited

Jun. 30, 2004
	Reviewed/ 

Unaudited

Jun. 30, 2003

	Statements of income
	
	
	
	

	Interest income
	
	
	
	

	  -Subsidiary companies
	0
	0
	16,687,439
	17,867,346

	Interest expenses
	
	
	
	

	  -Subsidiary companies
	0
	0
	473,393
	1,288,552

	Rental income
	
	
	
	

	  -Subsidiary companies
	0
	0
	600,000
	600,000


32.
Commitments and contingent liabilities




As at June 30, 2004 and December 31, 2003, the company and its subsidiaries has the contingent liabilities, as follows :


32.1
Letter of guarantee issued by banks, as follows :



32.1.1
The company in the amount of Baht 5.67 million.



32.1.2
Subsidiary company – Asia Pattaya Hotel Co., Ltd. in the amount of Baht 1.15 million.

32.1.3
Subsidiary company – Zeer Property Co., Ltd. in the amount of Baht 7.52 million.


32.2
Subsidiary Company – Zeer Property Co., Ltd., guaranteed debts of related parties in the amount of Baht 1,812.98 million. 


32.3
On November 1, 1999, the subsidiary, Zeer Property Co., Ltd., as the defendant was sued in the court on the lease matter by a lessee.  By the judgment of the civil causes court on August 22, 2002, the subsidiary has to pay about of Baht 1.95 million at the interest rate of 7.50% p.a., starting from November 1, 1999 as long as the repayment be finished.  On October 22, 2002, the subsidiary appealed against the judgment, which the case has not become final, so the subsidiary still has not recorded the liabilities as the judgments. 

33.
Segment information




Segment information of the company and its subsidiary for period ended June 30, 2004 and December 31, 2003 consist of :




(See attachment # 6)

34.
Disclosure of financial instruments




The company complied with the Thai Accounting Standards No. 48 “Presentations and Disclosure of Financial Instruments”,  as a guidance to disclose about the financial instruments as following :-


34.1
Accounting policies




Accounting policies are disclosed in Note 4 to the financial statements.

34.2
Credit risk 




Credit risk refers to the risk that the other parties fail to perform their obligations, resulting in a financial loss to the company.  However, there is no significant concentrations of credit risk for the company and its subsidiaries. In other risk that other parties fail to perform their contracts, the company provided allowance for doubtful accounts in the full amount.




In the case of financial assets, the carrying amount of the assets recorded in the balance sheets, net of allowance for doubtful accounts, represents the company maximum exposure to credit risk.


34.3
Interest rate risk




Interest rate risk in the balance sheet arises from the potential for a change in interest rates to have an adverse effect on the net interest earnings of the company in the current reporting period and in future years.  The company believe that it is able to manage the risk which might be occurred because the management of the company has preventive plans and preparation. However the company and its subsidiaries have a risk on the change of interest rate because of their huge liabilities.


34.4
Fair value of financial instruments




The following methods and assumptions were used by the company in estimating fair value of financial instruments as disclosed herein :




Cash in hand and at banks, accounts receivable and loans to related parties, the carrying values approximate at their fair values.




Bank overdrafts and loans from financial institutions, the carrying amount of these financial liabilities approximate at their fair values.




Current portion of long-term liabilities and long-term liabilities, the carrying values approximate at their fair values.

35.
Reclassified items




There are some items in the year 2003 which were reclassified for the comparative financial statements.  The status of the financial statements, however has not changed substantively.

---------------------------------------------------
