BANGKOK STEEL INDUSTRY PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

NOTES TO FINANCIAL STATEMENTS
1.
GENERAL INFORMATION
1.1
Bangkok Steel Industry Public Company Limited was incorporated as a limit company under the Thai Civil and Commercial Code on 17th December, 1964, and became a public limited company on 16th May, 1994.  The principal businesses of the Company are to manufacture steel round and deformed bars, galvanized iron sheets steel and coils, prepained steel sheets and steel fabrication services.  Its head office is situated at 205, 7th Floor, United Flour Mill Building, Rajawongse Road, Bangkok 10100.  Poochaosamingprai Factory is situated at 27 Moo 10, Poochaosamingprai Road, Phrapradaeng, Samutprakarn and Wang Noi Factory is situated at 83/1, Moo 4, Phaholyothin Road, Lumsai, Wang Noi, Ayudhya.

1.2
On 22nd December, 2003, the Supreme Court ordered the Company to rehabilitate its business in accordance with the Bankruptcy Act.  On 19th April, 2004, the Central Bankruptcy Court appointed C.J. Morgan Co., Ltd. and Panya Intellect Co., Ltd. to be its business rehabilitation planers.  The comptroller of Bankruptcy head invited the debtors, creditors and lenders to lodge the claim for settlement of debts with the Company.  The total claims lodged by the appellants amounted to approximately Baht 59,092 million which were the outstanding balance in the Company’s accounts approximately Baht 18,914 million and commitments and contingent liabilities of Baht 40,177 million.


On 22nd December, 2004, the Creditors’ meeting had a special solution to accept the Company’s business rehabilitation plan dated 19th October, 2004 (revised by the Creditor’s meeting on 22nd December, 2004).  Subsequently, on 7th February, 2005, the Central Bankruptcy Court gave an order that it agreed with the aforesaid rehabilitation plan.  These cause the Company to proceed in accordance with the business rehabilitation plan within the time frame stipulated in the plan (Refer to Note 20 to financial statements).
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2.
BASIS OF FINANCIAL STATEMENTS


2.1
Basis of financial statement presentation


The consolidated financial statements and the separate financial statements of the Company have been presented in accordance with the form of balance sheet and statement of earnings for public companies as required by the Department of Commercial Registration dated 14th September, 2001 regarding The Brief Particulars in the Financial Statement B.E. 2544 (2001), issued under the Accounting Act, B.E. 2543 (2000).



The consolidated financial statements included the financial statements of Bangkok Steel Industry Public Company Limited and its subsidiary companies as follows :
_________________________________________
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Direct subsidiary companies :




Percentage of Holding


Financial Information


Type of business
Country
Relation
2004
2003
2004
2003
Tokyo Supermarket Co., Ltd.
Supermarket
Thailand
Shareholders and
99.94
99.94
Audited by
Audited by




Co-management


the same auditor
another auditor

BSG - Korat Co., Ltd.
Manufacturing
Thailand
Shareholders and
99.93
99.93
Audited by
Audited by


construction material

Co-management


the same auditor
another auditor

BSI Wire Products Co., Ltd.
Manufacturing
Thailand
Shareholders and
99.93
99.93
Audited by
Audited by


goods

Co-management


the same auditor
another auditor

BNN Co., Ltd.
Services
Thailand
Shareholders and
99.93
99.93
Audited by
Audited by




Co-management


the same auditor
another auditor

BNN Trading Co., Ltd.
Services
Thailand
Shareholders and
99.93
99.93
Audited by
Audited by




Co-management


the same auditor
another auditor

Ratchasima Steel Product Co., Ltd.
Manufacturing
Thailand
Shareholders and
40.00
99.99
Audited by
Audited by



Construction material

Co-management


another auditor
another auditor

Sainamthip Property Co., Ltd.
Property
Thailand
Shareholders and
0.20
2.45
Audited by
Audited by



development

Co-management


another auditor
another auditor

Treemit Marketing Co., Ltd.
Trading
Thailand
Shareholders and
16.67
16.67
Audited by
Audited by





Co-management


the same auditor
another auditor
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Indirect subsidiary companies “the subsidiary companies of its subsidiary company”:




Percentage of Holding


Financial Information


Type of business
Country
Relation
2004
2003
2004
2003
N.K.L. Co., Ltd.
Trading
Thailand
Co- Shareholders
12.11
13.42
Prepared by 
Prepared by








the management
the management

Universal Enterprise Co., Ltd.
Trading
Thailand
Co- Shareholders
96.00
-
Prepared by 
-








the management

Prajeanlarp Co., Ltd.
Trading
Thailand
Shareholders and
99.95
-
Prepared by 
-





Co-management


the management

Dechalarp Co., Ltd.
Trading
Thailand
Shareholders and
99.00
-
Prepared by
-





Co-management


the management
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Intercompany balances and transactions and investment in subsidiary companies have been eliminated from the consolidated financial statements.



In the year 2002, Ratchasima Steel Product Co., Ltd. had increased share capital of 120 million shares at Baht 100 each, totalling Baht 12,000 million and only issued to Treemit Marketing Co., Ltd. which was 60 percent of issued and called-up share capital.



During the first quarter of the year 2004, Treemit Marketing Co., Ltd. purchased ordinary shares of Universal Enterprise Co., Ltd., Prajeanlarp Co., Ltd. and Dechalarp Co., Ltd. from N.K.L. Co., Ltd., Sainamthip Property Co., Ltd., Metro Co., Ltd., Trans Asia Pacific Co., Ltd., Metrophos Co., Ltd. and Prajeanlarp Co., Ltd. in the purchase price of Baht 1,306.35 million which paid by cash of Baht 15 million and remained share subscription payable of Baht 1,291.35 million.  Thereafter, Treemit Marketing Co., Ltd. made payment for share subscription payable of Ratchasima Steel Product Co., Ltd. as follows:

(Unit : Thousand Baht)




Number
Percent




of shares
of shareholding
Transfer price
Book value



(Unit : Thousand shares)
(%)


Universal Enterprise Co., Ltd.
4,800
96.00
2,496,000
463,922


Prajeanlarp Co., Ltd.
4,998
99.95
2,498,800
380,465


Dechalarp Co., Ltd.
297
99.00
2,385,200

243,687


Total


7,380,000
1,088,074

Paid by cash


1,280,000


Total


8,660,000


In April 2004, Treemit Marketing Co., Ltd. paid for share subscription payable by cash in the amount of Baht 340 million.  As at 31st December, 2004, Treemit Marketing Co., Ltd. has been outstanding balance of share subscription payable in the amount of Baht 3,000 million.
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In August, 2004, Treemit Marketing Co., Ltd. paid for share subscription payable of three related companies by ordinary shares of Ratchasima Steel Product Co., Ltd. as follows:

(Unit : Thousand Baht)




Number of

Share subscription
Loss on




Transfer share
Cost
payable
transfer of share



(Unit : Thousand shares)


Subsidiary companies



N.K.L. Co., Ltd.
9,228
922,762
135,000
787,762



Sainamthip Property Co., Ltd.

2,392

239,234

35,000

204,234




11,620
1,161,996

170,000

991,996


Related companies



Metro Co., Ltd.
65,369
6,536,944
956,355
5,580,589



Trans Asia Pacific Co., Ltd.

3,281

328,093

48,000

280,093




68,650
6,865,037
1,004,355
5,860,682



Total

80,270
8,027,033
1,174,355
6,852,678



Paid by cash



117,000




Total


1,291,355



The consolidated financial statements for the year ended 31st December, 2004 included loss on share transfer of Baht 6,852.68 million and eliminate transactions of loss on share transfer to subsidiary companies by Baht 992 million and net of loss on share transfer shown in the consolidated financial statements of Baht 5,860.68 million.


2.2
Continuity of Operations



The consolidated and the separate financial statements of the Company reported the operating results and financial positions as follows:

(Unit : Million Baht)


Consolidated


The Company Only


2004
2003
2004
2003


(Restated)

Capital deficiency
7,743.71
8,583.14
4,358.78
7,143.59

Current liabilities exceeding current assets
20,818.63
21,198.39
13,698.72
14,154.88

Total liabilities exceeding total assets
7,743.71
8,583.14
4,358.78
7,101.22

Loans from financial institutions and


other creditors – repayment overdue
13,402.74
10,770.67
10,857.96
10,770.67
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On 5th March, 1999, the Stock Exchange of Thailand suspended the trading of the listed shares of the Company.  On 13th October, 2000, two commercial banks filed a petition with the Central Bankruptcy Court to order the Company to arrange for a business rehabilitation plan.  Subsequently, on 22nd December, 2004, the Supreme Court gave an order the Company to rehabilitate its business in accordance with the Bankruptcy Act. On 7th February, 2005 the Central Bankruptcy Court issued an order that it agreed with the Company’s business rehabilitation plan.  Currently, the Company is proceeding in accordance with the business rehabilitation plan.



These factors raise doubts about the Company’s ability to continue as a going concern.  However, the accompanying financial statements have been prepared assuming that the Company will continue as a going concern, having to comply with the conditions and regulations stipulated in the business rehabilitation plan within the time frame approved by the court.  Therefore, they do not include any adjustments that might result from the outcome of these uncertainties.

3.
SIGNIFICANT ACCOUNTING POLICIES

3.1
Revenues and expenses

Revenue from sales are recognized when goods have been delivered and transferred the ownership to the customers.


Revenue from rendering fabrication services are recognized by reference to the stage of jobs completion and hand-on as specified in the agreement.


Rental income is recognized in proportion of the agreement term.


Interest income is recognized on a time proportion basis that takes into account by the effective yield on the assets.

Other income and expenses are recorded on an accrual basis.


3.2
Cash and cash equivalents

Cash and cash equivalents include cash in hand and at banks with maturity date not more than three months and without obligations.
_________________________________________
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3.3
Investments


Investments in subsidiary companies are accounted for by the equity method. In the case that subsidiary companies report net loss, the Company will discontinue applying the equity method when the balances of investments in subsidiary companies are reduced to zero. The Company will resume applying the equity method only after the subsidiary companies subsequently report net income, and their shares of net income exceed the share of net losses not recognized during the period the equity method was suspended. In the case, the Company has incurred obligations to the subsidiary companies or to satisfy obligations of the said subsidiary companies that the Company has guaranteed or otherwise committed, the Company will continue to recognize their shares of losses of subsidiary companies and records as the Company’s liabilities, which is recorded as part of the account “Loss in excess of investment in subsidiaries” under the caption of “Liabilities” in the Company’s balance sheet.



In the year 2004, the Company has recognized loss in subsidiary companies only equal to the amounts of investment in subsidiaries as a result of the Company’s situation being as a significant going concern and may cause the Company can not satisfy obligations or make debts repayment of subsidiary companies thereafter.  Therefore, the Company recorded a reversal of “Loss in excess of investment in subsidiaries” as a part of income and included in deterring earnings.


Long-term investments in other related companies are carried at cost, net of impairment loss (if any).  A test for impairment is carried out when there is a factor indicating that such investment might be impaired.


Investments in available-for-sale securities are investments in marketable equity securities which can be freely traded on an open market one determined at fair value, using the latest trading price as of the date on which the investments are valued.  The change in value of securities is recorded as a separate item in shareholders’ equity until securities are sold, the change shall be included in determining earnings. Weighted average method is used for computation of cost of investments.  Where the decline in market value of the investments in the securities of each type is permanent, the losses resulting from such valuation will be recognized and included in determining earnings.  


Investments in held-to-maturity debt securities are determined at amortized cost.


Investments in other securities are valued at cost, net of impairment loss (if any).



Impairment loss of all investments is charged against the consolidated statements of earnings and the Company’s statements of earnings.

_________________________________________
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In case that the subsidiary companies increase share capital to public investors which dilute the percentage of shareholding interests of the Company.  The Company will record investments for using the equity method by reference to the percentage of shareholding after the increase in share capital by assuming that the Company has sold its shareholding interests and recognized capital surplus, incurred on which the subsidiary companies issued the increased share capital in the value exceeded the book value, as the subsidiaries sold the increased share capital in excess of the book value is “surplus on increase in share capital of subsidiaries” under the caption of “shareholders equity” in the consolidated balance sheet and the Company’s balance sheet.


3.4
Trade accounts receivable and allowance for doubtful accounts


Trade accounts receivable are stated at their net realizable values.  The Company’s management estimates the allowance for doubtful accounts from the ending balance of accounts receivable.  The estimate encompasses consideration of past collection experiences and other factors such as, changes in the composition and volume of the receivable, the relationship of the allowance for doubtful accounts to accounts receivable and local economic conditions.

3.5
Inventories


Inventories including work-in-process and services-in-process are valued at the lower of cost or net realizable value and adjusted for provision of loss on obsolete items.  Net realizable value is the selling price in the ordinary course of business less the costs of completion, marketing and distribution.  For processed finished goods, costs include the applicable direct manufacturing costs and allocation of fixed and variable overhead costs.


Costs are determined by the following method:

Finished goods and work in process
-
Moving average cost method

Raw materials
-
Moving average cost method


Material supplies and others
-
Moving average cost method


Services-in-process
-
Specific identification method
3.6
Properties foreclosed



Properties foreclosed are stated at the lower of cost or net realizable value.  The net realizable value is determined by the appraisal value, less estimated selling expenses.  Provision for impairment loss will be set up in the statement of earnings when the recoverable amount is lower than cost.

_________________________________________
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3.7
Property, plant and equipment



Land is stated at cost or reappraised value.



Building and improvement, machinery and equipment are stated at cost or reappraised value less accumulated depreciation.



Reappraised value is the market value or replacement value which is revalued by the independent valuer.  The Company has a policy to make the revaluations of assets on regularity basis of three years to ensure that their carrying amounts do not differ materially from their fair values at the balance sheet date.  When an asset’s carrying amount is increased as a result of a revaluation, the increase should be recorded as “Surplus on revaluation of assets” under the caption of “Shareholders’ equity ” in the balance sheet.



Other fix assets are stated at cost less accumulated depreciation.



The depreciation is computed by the straight-line method over the estimated useful lives of assets as follows:




% per annum



Building and improvement
5



Machinery and equipment
10 - 20



Furniture, fixture and office equipment
10 - 20



Vehicles
10 - 20



Depreciation of revaluation of buildings is calculated on the straight-line method over the period of their remaining useful lives.



No depreciation is provided for land, land revaluation and construction in progress.



Depreciation of plant and equipment is included in determining earnings.  The revaluation surplus is amortized directly against retained earnings over their estimated useful lives.



Allowance for impairment loss of assets will be made when there is any event or circumstance indicating that the recoverable values of these assets are less than their carrying values.



Expenses for repair and maintenance are recognized as expenses when they arise unless they are capitalized expenses of which they are recorded as part of the associated assets.
_________________________________________
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3.8
Goodwills


The excess of the cost of an acquisition over the fair value of the net identifiable assets acquired as at the date of the exchange transaction is recorded as a part of investments for using the equity method in the Company’s balance sheet


In the year 2004, the subsidiary companies have still incurred capital deficiency, therefore the Company amortized goodwills to expenses in full.
3.9
Transactions in foreign currencies


Transactions in foreign currencies incurred during the period are translated into Baht at the exchange rates of bank prevailing at the dates of transactions.


Assets and liabilities in foreign currencies outstanding at the balance sheet date are translated into Baht at the exchange rates of bank prevailing on that date unless hedged by forward foreign exchange contracts, in which case they are translated at the rate specified in the forward contracts.  Gain or loss arising from translation is credited or charged to current operations.
3.10
Basic earnings (loss) per share



Basic earnings (loss) per share is determined by dividing the net earnings (loss) for each period by the weighted average number ordinary shares issued and paid outstanding during the periods.

3.11
Impairment of assets


The Company and its subsidiary companies will reduce the carrying amount of the Company and its subsidiary companies’ assets to theirs recoverable amount if, and only if, the recoverable amount of assets are less than theirs carrying amount.  These reductions are impairment losses.

3.12
Accounting estimation


The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and disclosure of contingent assets and liabilities.  Actual results may differ from those estimates.

_________________________________________
_________________________________________

-  11  -

4.
CASH AND CASH EQUIVALENTS

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Cash in hand
373
573
230
290

Cash at banks

486,978

586,450

65,376

170,657

Total

487,351

587,023

65,606

170,947
5.
TRADE ACCOUNTS RECEIVABLE AND NOTES RECEIVABLE - NET

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Trade accounts receivable
815,823
553,637
123,485
110,041

Notes receivable

255,073

270,837

12,980

9,008

Total
1,070,896
824,474
136,465
119,049
Less : Allowance for doubtful accounts

(124,514)

(141,898)

(20,612)

(20,666)
Trade accounts receivable and notes receivable - net

946,382

682,576

115,853

98,383


Trade accounts receivable and notes receivable are classified by aging analysis as follows:

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Not over due
738,850
488,210
80,682
64,634

Not over due more than 30 days
126,864
171,082
26,940
18,801

Over due more than 30 days to 60 days
13,096
10,963
3,485
7,941

Over due more than 60 days to 90 days
24,567
127
1,317
127

Over due more than 90 days to 120 days
674
571
674
571

Over due more than 120 days

166,845

153,521

23,367

26,975

Total
1,070,896
824,474
136,465
119,049
Less : Allowance for doubtful accounts

(124,514)

(141,898)

(20,612)

(20,666)
Trade accounts receivable and notes receivable - net

946,382

682,576

115,853

98,383
_________________________________________
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6.
Transactions with related parties

The Company has certain transactions with its related parties.  A portion of the Company’s assets, liabilities, revenues and expenses arose from transactions with certain related parties.  These companies are related through investment, common shareholdings and/or directorships.  The effects of these transactions are reflected in the financial statements on the basis determined by the Company and the related parties.

The Company has transactions and balances with its related parties as follows:

6.1
Trade accounts receivable - related companies - net

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Subsidiary companies

Treemit Marketing Co., Ltd.
-
-
4,420,864
3,203,188

Ratchasima Steel Products Co., Ltd.
-
-
225,024
39,993

Sainamthip Property Co., Ltd.
-
-
36
126

BSI Wire Products Co., Ltd.
-
-
81
14

BSG - Korat Co., Ltd.
-
-
86
9

BNN Co., Ltd.
-
-
84
11

BNN Trading Co., Ltd.
-
-
84
11

Tokyo Supermarket Co., Ltd.
-
-
252
216

Related companies

Siam Aroon Plaza Co., Ltd.
249,930
249,930
-
-

Metro Co., Ltd.
27,269
27,269
27,269
27,269

T. Unichem Partnership
17,480
17,480
-
-

Sun Metal Co., Ltd.
16,492
15,876
114
57

Estate Development Co., Ltd.
15,538
15,538
-
-

MC Metal Co., Ltd.
8,753
8,753
-
-

Samut Transport Co., Ltd.
11,058
2,212
11,058
2,212

Asian Wire Products Co., Ltd.
3,441
-
3,441
-

Thai Central Chemical Public Co., Ltd.
610
-
610
-

Chao Phaya Co., Ltd.
305
163
-
-

United Grain Co., Ltd.

1

-


-


-


Total
350,877
337,221
4,689,006
3,273,106

Less : Allowance for doubtful accounts

(332,403)

(319,166)

(27,269)

(27,269)

Trade accounts receivable - related companies - net

18,474

18,055
4,661,737
3,245,837
_________________________________________
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Trade accounts receivable - related companies are classified by aging analysis as follows:

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Not over due
6,154
1,737
708,842
692,544

Not over due more than 30 days
2,985
737
766,076
628,464

Over due more than 30 days to 60 days
750
737
574,349
379,673

Over due more than 60 days to 90 days
737
-
638,703
363,136

Over due more than 90 days to 120 days
7,038
-
776,987
596,882

Over due more than 120 days

333,213

334,010
1,224,049

612,407

Total
350,877
337,221
4,689,006
3,273,106
Less : Allowance for doubtful accounts

(332,403)

(319,166)

(27,269)

(27,269)
Trade accounts receivable - related companies - net

18,474

18,055
4,661,737
3,245,837

6.2
Advance to related companies - net

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Subsidiary companies

Sainamthip Property Co., Ltd.
-
-
-
60,059

Tokyo Supermarket Co., Ltd.
-
-
9,879
9,841

Related companies

Asian Wire Products Co., Ltd.
125,000
-
-
-

Siam Aroon Development Co., Ltd.
8,479
8,479
8,479
8,479

Siam Aroon Real Estate Co., Ltd.

2,480

2,480

2,480

2,480

Total
135,959
10,959
20,838
80,859

Less : Allowance for doubtful accounts

(10,959)

(10,959)

(10,959)

(10,959)

Advance to related companies - net

125,000

-


9,879

69,900
_________________________________________
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6.3
Short-term loans to related companies - net

(Unit : Thousand Baht)


Consolidated


Balance


Balance


as at 1st


as at 31st


January, 2004
Increase
Decrease
December, 2004

Principal


Related companies


Bangkok Metal Works Co., Ltd.
136,375
-
104,429
31,946


MC Metal Co., Ltd.
6,500
-
-
6,500


Metro Co., Ltd.
(a)
1,642,670
555,275
1,665,670
542,275


NEW Building Co., Ltd.
8,928
-
-
8,928


T. Unichem Limited Partnership
(b)
639,089
-
405,228
233,861


Siam Aroon Development Co., Ltd.
-
68,056
-
68,056


Siam Aroon Real Estate Co., Ltd.

16,995

-


-


16,995

Total
2,450,557

623,331

2,165,327

908,561
Accrued interest income


Related companies


Bangkok Metal Works Co., Ltd.
94,503
-
16,443
78,060


MC Metal Co., Ltd.
58
64
32
90


NEW Building Co., Ltd.
6,088
-
-
6,088


T. Unichem Limited Partnership
159,633
-
85,935
73,698


Siam Aroon Real Estate Co., Ltd.
1,978
-
-
1,978


Siam Aroon Development Co., Ltd.

1,711

-


-


1,711

Total

263,971

64

102,410

161,625
Total principal and accrued interest income
2,714,528
623,395
2,267,737
1,070,186

Less : Allowance for doubtful accounts
(2,684,445)

(68,047)
(2,228,890)

(523,602)
Short-term loans to related companies - net

30,083

555,348

38,847

546,584


(a)
In February, 2004, N.K.L. Co., Ltd. has a credit line to Metro Co., Ltd. in the amount of Baht 1,010 million, with the interest bearing at the rate of 3 percent per annum and due repayment on demand.



(b)
In February, 2004, the subsidiary company “Sainamthip Property Co., Ltd.” purchased debts of Siam Aroon Development Co., Ltd. under the debts assignment agreement from a financial institution with principal and accrued interest expense of Baht 97.56 million at the amount of Baht 29.51 million.

_________________________________________
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(Unit : Thousand Baht)


The Company Only


Balance


Balance


as at 1st


as at 31st


January, 2004
Increase
Decrease
December, 2004

Principal


Subsidiary companies


Sainamthip Property Co., Ltd.
515,000
-
75,000
440,000


Tokyo Supermarket Co., Ltd.
80,179
-
-
80,179


Related company


Siam Aroon Real Estate Co., Ltd.

16,995

-


-


16,995

Total

612,174

-


75,000

537,174
Accrued interest income


Subsidiary companies


Sainamthip Property Co., Ltd.
607,630
-
-
607,630


Tokyo Supermarket Co., Ltd.
117,632
-
-
117,632


Related companies


Siam Aroon Real Estate Co., Ltd.
1,978
-
-
1,978


Siam Aroon Development Co., Ltd.

1,711

-


-


1,711

Total

728,951

-


-


728,951
Total principal and accrued interest income
1,341,125
-
75,000
1,266,125

Less : Allowance for doubtful accounts

(803,909)

-


-


(803,909)

Short-term loans to related companies - net

537,216

-


75,000

462,216
The Company has stopped to record interest income from loans to related companies due to long overdue repayment and no certain period of due repayment.

_________________________________________
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6.4
Investments for using the equity method

(Unit : Thousand Baht)



The Company Only




2004







Premium on
Reversal of 



No. of share
Direct and

Share of
increase in
loss in excess 



issued and
indirect portion
Equity method -
gain (loss)
share capital
of investment 
Equity method -


Company’s name
called-up
of interest
Cost method
beginning balance
for the year
of subsidiaries
in subsidiaries
ending balance
Direct subsidiaries


Tokyo Supermarket Co., Ltd.
(TYS)
1,000
99.94
999
(405)
- 
- 
405
- 


BSG - Korat Co., Ltd.
(BSG)
1,000
99.93
999
683
(100)
- 
- 
583


BSI Wire Products Co., Ltd.
(BSI-W)
1,000
99.93
999
550
(102)
- 
- 
448


BNN Co., Ltd.
(BNN)
1,000
99.93
999
577
(104)
- 
- 
473


BNN Trading Co., Ltd.
(BNT)
1,000
99.93
999
577
(104)
- 
- 
473


Ratchasima Steel Product Co., Ltd.
(RSM)
20,000,000
*
44.91
7,999,999
2,877,729
(233,943)
3,073,345
- 
5,717,131


Sainamthip Property Co., Ltd.
(SNP)
1,000,000
*
17.85
3,038
589,220
(444)
11,106
- 
599,882


Treemit Marketing Co., Ltd.
(TM)
60,000
*
20.38
9,999
(41,966)
- 
- 
41,966
- 

Indirect subsidiary


N.K.L. Co., Ltd.
(NKL)
1,000,000
12.11

-


-


1,053

- 


- 


1,053

Total


8,018,031
3,426,965
(233,744)
3,084,451
42,371
6,320,043

Less : Share subscription payable -


Ratchasima Steel Product Co., Ltd.
(RSM)


(2,000,000) 
(2,000,000)

- 


- 


- 

(2,000,000)

Investments for using the equity method


6,018,031
1,426,965

(233,744)
3,084,451

42,371
4,320,043
Presented to:-


Investments for using the equity method



1,469,336



4,320,043


Loss in excess of investment in subsidiaries



(42,371)




- 






1,426,965



4,320,043
* Portion of interest for calculation the investments for using the equity method as follows:



Direct holding
Indirect holding
Total
Direct subsidiaries

%
%
%


RSM

40.00
4.91
44.91


SNP

0.20
17.65
17.85


TM

16.67
3.71
20.38

Indirect subsidiary


NKL (The subsidiary company of SNP)
-
12.11
12.11


___________________________________________
___________________________________________
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(Unit : Thousand Baht)



The Company Only




2003







Premium on





Direct and

Share of
increase in
Loss in excess



No. of
indirect portion
Equity method -
gain (loss)
share capital
of investment
Equity method -


Company’s name
share paid up
of interest
Cost method
beginning balance
for the period
of subsidiaries
in subsidiaries
ending balance
Subsidiary companies


Tokyo Supermarket Co., Ltd
(TYS)
1,000
99.94
999
-
179,618
- 
(180,023)
(405)


BSG - Korat Co., Ltd.
(BSG)
1,000
99.93
999
748
(65)
- 
- 
683


BSI Wire Products Co., Ltd.
(BSI-W)
1,000
99.93
999
618
(68)
- 
- 
550


BNN Co., Ltd.
(BNN)
1,000
99.93
999
649
(72)
- 
- 
577


BNN Trading Co., Ltd.
(BNT)
1,000
99.93
999
649
(72)
- 
- 
577


Ratchasima Steel Product Co., Ltd.
(RSM)
6,000,000
99.99
7,999,999
3,143,364
(265,635)
- 
- 
2,877,729


Sainamthip Property Co., Ltd.
(SNP)
251,100
2.45
3,038
-
590,192
326,893
(327,865)
589,220


Treemit Marketing Co., Ltd.
(TM)
60,000
16.67

9,999

(175,966)

134,000

- 


- 


(41,966)

Total


8,018,031
2,970,062
637,898
326,893
(507,888)
3,426,965

Less : Share subscription payable -


Ratchasima Steel Product Co., Ltd. 
(RSM)


(2,000,000) 
(2,000,000)

- 


- 


- 

(2,000,000)

Investments for using the equity method


6,018,031

970,062

637,898

326,893

(507,888)
1,426,965
Presented to:-


Investments for using the equity method


1,146,028



1,469,336


Loss in excess of investment in subsidiaries



(175,966)




(42,371)






970,062



1,426,965

___________________________________________
___________________________________________

-  18  -


6.5
Long-term investments in related companies - net

(Unit : Thousand Baht)



Consolidated




2004


2003


Registered
Percent of
Cost
Registered
Percent of
Cost


Company’s name
share capital
shareholding
value
share capital
shareholding
value
Sun Metal Co., Ltd.
355,000
18.80
66,750
355,000
18.80
66,750

Trans Asia Pacific Co., Ltd.
725,000
78.62
570,000
206,250
53.33
110,000

Metro Force Co., Ltd.
500,000
24.50
122,500
500,000
14.00
70,000

Prajeanlarp Co., Ltd.

-
-
-
325,000
28.46
92,500

S. Sinsap Property Co., Ltd.
250,000
63.60
159,000
-
-
-

Metro (21) Co., Ltd.
100,000
49.50

49,500
25,750
48.06

12,375

Total


967,750


351,625


Less : Allowance for impairment loss on investment



(66,129)



(65,448)


Total



901,621



286,177
In September, 2004, Dechalarp Co., Ltd. and Prajeanlarp Co., Ltd. purchased investments in common shares of S. Sinsap property Co., Ltd. at the number of 800,000 shares and 790,000 shares, respectively at Baht 100 each, totaling Baht 80 million and Baht 79 million, respectively.

(Unit : Thousand Baht)



The Company Only




2004


2003


Registered
Percent of
Cost
Registered
Percent of
Cost


Company’s name
share capital
shareholding
value
share capital
shareholding
value
Sun Metal Co., Ltd.
355,000
18.80
66,750
355,000
18.80
66,750


Less : Allowance for impairment loss on investment



(66,129)



(65,448)


Total



621



1,302
_________________________________________
_________________________________________
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6.6
Trade accounts payable - related companies

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Subsidiary companies

Ratchasima Steel Product Co., Ltd.
-
-
675,566
147,818

Treemit Marketing Co., Ltd.
-
-
61
54

Related companies

Metro Co., Ltd.
16,050
3,210
16,050
3,210

Siam Aroon Plaza Co., Ltd.
4,609
4,609
4,609
4,609

Chao Phaya Co., Ltd.
250
217
20
19

Metro Systems Corporation Limited
820
481
756
138

United Flour Mill Public Co., Ltd.
4,587
6,317
3,706
3,114

United Silo & Service Co., Ltd.
11,425
4,284
11,425
4,284

United Grain Co., Ltd.
435
486
435
486

UGC Warehousing Co., Ltd.
1,737
1,737
1,737
1,737

Union Law & Business Co., Ltd.
73
72
9
36

MC Industrial Chemical Co., Ltd.
4,623
2,817
4,623
2,818

Bangkok Industrial Gas Co., Ltd.
8,227
7,362
8,227
7,362

International Warehousing Co., Ltd.
113
113
113
113

Duckhams Oil (Thailand) Co., Ltd.
185
286
183
283

Promsri Property Co., Ltd.
76
3
76
3

Cowell Enterprise Co., Ltd.
205
92
98
44

Samut Transport Co., Ltd.
512
106
512
106

Asian Wire Products Co., Ltd.
736
-
736
-

Siam Aroon Property Co., Ltd.
1
-
1
-

UFM Food Center Co., Ltd.
3
6
-
3

Mdec Internatinal (1991) Co., Ltd.
1
4
1
-

UFM Fuji Supermarket Co., Ltd.

125

65

125

65

Total

54,793

32,267

729,069

176,302
_________________________________________
_________________________________________

-  20  -


6.7
Advance and loans from related parties

(Unit : Thousand Baht)


Consolidated


The Company Only


Note
2004
2003
2004
2003

N.K.L. Co., Ltd.
a
888,592
888,592
888,592
888,592

Siam Aroon Development Co., Ltd.

- 
29,500
- 
- 

Metro Co., Ltd.
b
341,000
- 
- 
- 

Director of a related company


146,114

5,091

- 


- 


1,375,706

923,183

888,592

888,592
a)
In the year 2000, N.K.L. Co., Ltd., the indirect subsidiary of the Company had entered into the agreement with Nissho Iwai (Thailand) Co., Ltd., as the trade creditor of the Company, to purchase the outstanding trade payable with principal and accrued interest expense totalling of Baht 888.59 million (Principal of Baht 500 million and accrued interest expense of Baht 388.59 million) in the amount of Baht 150 million, which such subsidiary company took into the creditor of the Company.  In the year 2002, N.K.L. Co., Ltd. sold right in such debts settlement to a subsidiary company “Treemit Marketing Co., Ltd.” in the amount of Baht 80 million.

b)
In September, 2004, Dechalarp Co., Ltd. and Prajaenlarp Co., Ltd. were granted loans from Metro Co., Ltd. in the amount of Baht 85 million and Baht 256 million, respectively for the purpose of purchase of investment in common shares of related companies.  Such loans have been due repayment at call and without any interest charges.


6.8
Own shares held by the subsidiary company

Own shares held by the subsidiary company “Treemit Marketing Co., Ltd.” represented the purchase cost of common shares 38.27 million shares of Baht 70.0 million, equivalent to 23.92 percent of issued and paid up share capital.  These holding have been represented as a deduction in the shareholders’ equity to determine the net equity attributable to the Company’s shareholders in the consolidated financial statements.

_________________________________________
_________________________________________
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6.9
Revenue and expenses arose from transactions with related companies for the year ended 31st December, 2004 are summarized as follows:

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Subsidiary companies


Sales



Treemit Marketing Co., Ltd.
-
-
7,571,420
6,172,765



Ratchasima Steel Products Co., Ltd.
-
-
311,452
214,877


Land rental income



Ratchasima Steel Products Co., Ltd.
-
-
1,200
1,200


Building rental income



Ratchasima Steel Products Co., Ltd.
-
-
600
600


Interest income



Tokyo Supermarket Co., Ltd.
-
-
-
3,850



Sainamthip Property Co., Ltd.
-
-
-
19,048


Others income



BNN Co., Ltd.
-
-
36
36



BNN Trading Co., Ltd.
-
-
36
36



BSG - Korat Co., Ltd.
-
-
36
36



BSI Wire Products Co., Ltd.
-
-
36
36



Sainamthip Property Co., Ltd.
-
-
36
36



Tokyo Supermarket Co., Ltd.
-
-
36
36


Purchase



Ratchasima Steel Products Co., Ltd.
-
-
849,026
281,681

Related companies


Sales



Sun Metal Co., Ltd.
4,613
2,521
-
-


Sea-freight forwarder income



Samut Transport Co., Ltd.
8,268
8,268
8,268
8,268


Building rental income



Sun Metal Co., Ltd.
684
684
684
684


Interest income



MC Metal Co., Ltd.
32
56
-
-

_________________________________________
_________________________________________
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(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003


Consulting fee



Metro Co., Ltd.
12,000
12,000
12,000
12,000


Transportation



United Silo & Service Co., Ltd.
182
1,071
182
1,071



Samut Transport Co., Ltd.
121
532
121
532


Rental expenses



United Silo & Service Co., Ltd.
17,137
17,137
17,137
17,137



United Flour Mill Public Co., Ltd.
8,544
3,344
3,446
3,344


Other expenses



Chao Phaya Co., Ltd.
1,542
19
20
19



Cowell Enterprise Co., Ltd.
664
44
98
44



Union Low & Business Co., Ltd.
332
36
9
36



Metro Systems Corporation Limited
2,194
138
756
138



Duckhams Oil (Thailand) Co., Ltd.
206
283
182
283



Siam Aroon Real Estate Co., Ltd.
37
-
-
-

7.
Inventories - net

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Finished goods
1,073,990
630,007
736,456
484,739

Raw materials
1,369,316
419,461
705,834
262,032

Material supplies and others
324,007
255,322
251,639
206,981

Services in process
27,897
32,394
27,897
32,394

Work in process
-
478
-
478

Finished goods and material supplies in transit

51,480

364,990

40,909

61,976

Total
2,846,690
1,702,652
1,762,735
1,048,600

Less : Allowance for diminution value on inventories

(227)

81

-


- 

Inventories - net
2,846,463
1,702,733
1,762,735
1,048,600
_________________________________________
_________________________________________
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8.
Available for sale securities
(Unit : Thousand Baht)



Consolidated


The Company Only



2004


2003


2004


2003


Cost
Market value
Cost
Market value
Cost
Market value
Cost
Market value
Related companies

At cost









United Flourmill Public Co., Ltd.
8,900
4,450
8,900
6,764
8,900
4,450
8,900
6,764

Thai Central Chemicals Public Co., Ltd.

775,120

136,557

775,120

238,466

716,061

88,475

716,061

154,501


784,020
141,007
784,020
245,230
724,961
92,925
724,961
161,265

Less :
Allowance for impairment
(632,036)
- 
(563,696)
- 
(632,036)
- 
(563,696)
- 


Allowance for changes in value

(10,977)

- 


24,906

- 


- 


- 


- 


- 


Total

141,007

141,007

245,230

245,230

92,925

92,925

161,265

161,265
Other companies

At cost
8,863
6,589
8,863
2,801
6,785
5,490
6,785
1,344

Less :
Allowance for impairment
- 
- 
(5,441)
- 
(1,295)
- 
(5,441)
- 


Allowance for changes in value

(2,274)

- 


(621)

- 


- 


- 


- 


- 




6,589

6,589

2,801

2,801

5,490

5,490

1,344

1,344

Total

147,596

147,596

248,031

248,031

98,415

98,415

162,609

162,609
As at 31st December, 2004, the Company has pledged investments in available-for-sales securities to secure loans from the banks of related companies which presented the cost value and the fair value amounting to Baht 477.06 million and Baht 62.17 million, respectively (2003 : Baht 477.06 million and Baht 108.86 million, respectively).

9.
Held to maturity debt securities

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Government bonds
114,971
114,971
28,365
28,365

Less : Discount on bonds

(5,722)

(3,191)

(2,088)

(1,309)

Total

109,249

111,780

26,277

27,056
_________________________________________
_________________________________________
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As at 31st December, 2004, the Company and the two subsidiary companies have used government bonds as collateral amounting to Baht 24.70 million and Baht 101.66 million, respectively (2003 : Baht 24.70 million and Baht 76.96 million, respectively) to secure the usage of electricity.

10.
Other securities - net

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Restricted deposits
48,089
262,426
2,364
2,362

Ordinary shares


Bangkok Concrete Industry Co., Ltd.
11,250
11,250
- 
- 

Intensive BP (Thailand) Co., Ltd.
1,100
- 
- 
- 

Less : Allowance for impairment loss

(11,942)

(9,016)

- 


- 





408

2,234

- 


- 

Total

48,497

264,660

2,364

2,362

As at 31st December, 2004, the Company and the two subsidiary companies has pledged the bank deposits to secure the bank loans and used as collateral for legal fee of criminal court in the consolidate financial statements amounting to Baht 47.00 million and Baht 0.36 million, respectively in the consolidated financial statements (2003 : Baht 262.07 million and Baht 0.36 million, respectively) and Baht 2.00 million and Baht 0.36 million, respectively in the separate financial statements (2003 : Baht 2.00 million and Baht 0.36 million, respectively).
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11.
PROPERTY, PLANT AND EQUIPMENT - NET

(Unit : Thousand Baht)



Consolidated




Building
Machinery






Land


and improvement


and equipment

Furniture

Machinery




Increment

Increment

Increment
and office

and equipment
Construction


Cost
amount
Cost
amount
Cost
amount
equipment
Vehicle
in transit
in progress
Total
Cost:


As at 1st January, 2004
1,308,751
1,555,609
2,189,773
448,728
7,917,331
4,152,635
235,621
78,394
41,399
287,716
18,215,957


Addition
501,796
220,967
6,760
-
76,075
-
27,292
1,937
2,158
33,421
870,406


Disposal
-
-
(10,379)
-
(34,335)
-
(1,527)
(3,078)
-
-
(49,319)


Transfer

-
-
1,103
-
127,207
-
118
-
(4,511)
(131,240)
(7,323)


As at 31st December, 2004
1,810,547
1,776,576
2,187,257
448,728
8,086,278
4,152,635
261,504
77,253
39,046
189,897
19,029,721
Accumulated depreciation:













As at 1st January, 2004
-
-
664,287
200,244
3,404,982
3,357,750
206,111
60,197
-
-
7,893,571


Addition
-
-
101,239
21,279
307,232
212,770
10,437
5,781
-
-
658,738


Disposal

-
-
(638)
-
(3,647)
(243)
(710)
(2,286)
-
-
(7,524)


As at 31st December, 2004

-
-
764,888
221,523
3,708,567
3,570,277
215,838
63,692
-
-
8,544,785
Allowance for impairment














As at 1st January, 2004
49,911
-
52,863
-
31,469
-
-
-
-
-
134,243


Allowance for impairment


for the year

11,130
-
-
-
-
-
-
-
-
-
11,130

As at 31st December, 2004

61,041
-
52,863
-
31,469
-
-
-
-
-
145,373
Net book value













As at 31st December, 2004
1,749,506
1,776,576
1,369,506
227,205
4,346,242
582,358
45,666
13,561
39,046
189,897
10,339,563

As at 31st December, 2003
1,258,840
1,555,609
1,472,623
248,484
4,480,880
794,885
29,510
18,197
41,399
287,716
10,188,143
Depreciation in the earnings statement for the years ended


31st December, 2004










658,738


31st December, 2003










728,670
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(Unit : Thousand Baht)



The Company Only





Building
Machinery







Land


and improvement


and equipment

Furniture







Increment

Increment

Increment
and office

Construction


Cost
amount
Cost
amount
Cost
amount
equipment
Vehicle
in progress
Total
Cost:


As at 1st January, 2004
1,236,408
1,555,609
1,060,168
448,729
4,000,601
4,152,635
196,385
47,810
137,159
12,835,504


Additional
-
-
-
-
11,731
-
5,421
11
19,141
36,304


Disposal
-
-
-
-
(1,175)
(326)
(594)
(1,534)
-
(3,629)


Transfer

-
-
1,103
-
21,330
-
118
-
(131,240)
(108,689)


As at 31st December, 2004
1,236,408
1,555,609
1,061,271
448,729
4,032,487
4,152,309
201,330
46,287
25,060
12,759,490
Accumulated depreciation:












As at 1st January, 2004
-
-
492,343
200,244
3,285,244
3,357,751
186,225
47,028
-
7,568,835


Additional
-
-
49,436
21,279
183,107
212,770
3,587
562
-
470,741


Disposal

-
-
-
-
(1,101)
(244)
(569)
(1,499)
-
(3,413)


As at 31st December, 2004

-
-
541,779
221,523
3,467,250
3,570,277
189,243
46,091
-
8,036,163
Allowance for impairment

49,911
-
-
-
-
-
-
-
-
49,911
Net book value












As at 31st December, 2004
1,186,497
1,555,609
519,492
227,206
565,237
582,032
12,087
196
25,060
4,673,416

As at 31st December, 2003
1,186,497
1,555,609
567,825
248,485
715,357
794,884
10,160
782
137,159
5,216,758
Depreciation in the earnings statement for the years ended


31st December, 2004









470,741


31st December, 2003









577,385
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The Company had mortgaged its land and pledged building and improvement, machinery and equipment with banks to secure credit line of the Company with the banks.

A subsidiary company had mortgaged its land and building with structures to secure credit line of the Company with the banks.

In the year 1996 to 2000, the Company had appraised the value of assets to comply with the Company’s policy on the basis of the market comparison approach by BCA Appraisal Co., Ltd., the independent valuer.  The results of the revaluation showed the increase in the value of assets.  The Company recorded premium on revaluation of assets in the shareholder's equity in the balance sheet.

12.
LAND AND CONSTRUCTION IN PROGRESS - NET

In the consolidated financial statements as at 31st December, 2004 and 2003 reported land and construction in progress as follows:

(Unit : Thousand Baht)

Sainamthip
Tokyo



Property Co., Ltd.
Supermarket Co., Ltd.
Total
Land
515,000
80,000
595,000

Less : Allowance for impairment
-
(56,160)
(56,160)


515,000
23,840
538,840

Construction in progress
337,583
41,417
379,000

Less : Allowance for impairment
(275,153)
(41,417)
(316,570)



62,430

-


62,430
Land and construction in progress - net

577,430

23,840

601,270
In the year 1999, Sainamthip Property Co., Ltd. and Tokyo Supermarket Co., Ltd. had appraised the value of theirs land and construction in progress on the basis of market comparison approach by BCA Appraisal Co., Ltd., the independent valuer.  The results of the revaluations showed Baht 275.15 million and Baht 97.58 million decrease in value of land and construction in progress, respectively.  The two subsidiary companies recorded the revaluation decrease of land and construction in progress in the earnings statements.
The subsidiary company “Sainamthip Property Co., Ltd.” had mortgaged its land to secure its bank loans.
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13.
RIGHTS IN DEBT SETTLEMENT


The Company had purchased its debts, with an original principal value of US Dollar 25 million, from the overseas subrogating financial institutions at the purchased price of Baht 154.63 million, but the said debts have a principal and accrued interest value of Baht 1,234.87 million.  The Company has not yet made any reverse entry of these liabilities as they are related to the syndicate loans.   The Company also purchased two more foreign debts in the form of purchase of right, with the principal value of US Dollar 10 million, having the original principal and accrued interest value of Baht 471.58 million, at the purchased price of Baht 63.35 million.  Negotiation is in progress to settle these debts with the creditors.
The subsidiary company purchased debts value of US Dollar 54.50 million from the overseas subrogating financial institutions of five primary foreign creditors, at the purchased price of Baht 367.47 million, and the original principal and accrued interest of Baht 2,853.88 million.
The subsidiary company purchased debts, with the principal and accrued interest value of Baht 1,181.58 million and Baht 378.70 million, from other companies who were the subrogators of two foreign creditors and one local financial institution, at the purchased price of Baht 228.30 million and Baht 105 million, respectively.
14.
OVERDRAFTS AND LOANS FROM FINANCIAL INSTITUTIONS

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Foreign loans
774,148
784,719
774,148
784,719

Local loans

Bank overdrafts
95,741
104,574
83,504
83,504


Promissory notes

Financial institutions
482,500
482,500
482,500
482,500


Banks
1,968,326
1,975,913
673,902
673,902


Trust receipts
4,927,728
4,920,243
4,164,605
4,164,605


Discounted promissory notes
300,000
300,000
300,000
300,000


7,774,295
7,783,230
5,704,511
5,704,511


Total
8,548,443
8,567,949
6,478,659
6,489,230
The Company defaulted payment on principal and accrued interest for overdrafts and loans from financial institutions in full.  However, the Company has recorded accrued interest expenses for the outstanding balance of principal to the balance sheet date or the date of purchase debts or right in debts settlements from the assignors (see Note to financial statement 13).
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15.
LONG-TERM LIABILITIES - NET

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Loans from local financial institutions
1,535,200
1,535,200
1,060,200
1,060,200

Loans from overseas financial institutions
2,734,312
2,771,648
2,734,312
2,771,648

Liabilities from financial leases

7,480

9,693

-


-


Total
4,276,992
4,316,541
3,794,512
3,831,848

Less : Current portion of long-term loans
(4,271,948)
(4,271,570)
(3,794,512)
(3,794,348)

Long-term liabilities - net

5,044

44,971

-


37,500
The Company defaulted payment on principal and accrued interest for long-term loans in full.  However, the Company recorded accrued interest expenses for the outstanding balance of principal to the balance sheet date or the date of purchase debts or right in debts settlements from the assignors (see Note to financial statement 13).

Long-term loans from local commercial banks have been secured by the mortgaged land, building and improvement machinery and equipment of the Company as collateral.  In addition that two related companies and directors of the Company have guaranteed in personal.

16.
ACCRUED INTEREST EXPENSES

(Unit : Thousand Baht)


Consolidated


The Company Only


2004
2003
2004
2003

Overdrafts
103,228
82,191
92,942
74,926

Loans from financial institutions
8,161,267
7,104,078
6,229,168
5,470,991

Long-term loans
2,558,342
2,345,543
2,008,005
1,864,270

Overseas trade creditor
124,698
126,401
124,698
126,401

Liabilities from financial leases

-


5

-


-


Total
10,947,535

9,658,218

8,454,813

7,536,588
_________________________________________
_________________________________________
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17.
PREMIUM ON INCREASE IN SHARE CAPITAL OF SUBSIDIARIES

(Unit : Thousand Baht)





Consolidated and






The Company Only


Note

2004
2003

Treemit Marketing Co., Ltd.

921,699
921,699

Sainamthip Property Co., Ltd.

629,490
618,384

Ratchasima Steel Product Co., Ltd.
6.4
3,073,345

-

Total 
4,624,534
1,540,083
18.
LOSS ON IMPAIRMENT - NET

(Unit : Thousand Baht)


For the years ended 31st December




Consolidated


The Company Only



2004
2003
2004
2003

Impairment loss on investments (reversal)

71,947
(148,441)
69,021
(95,436)

Reversal of gain (loss) from revaluation of investment

19,465
- 
(5,441)
- 

Impairment loss on assets

4,500
- 
- 
- 

Loss on diminution value of inventories (reversal)


307

143

- 


- 

Loss on impairment - net


96,219

(148,298)

63,580

(95,436)
19.
EARNINGS (LOSS) PER SHARE

(Unit : Thousand Baht)


For the years ended 31st December




Consolidated


The Company Only


2004
2003
2004
2003

Net earnings (loss) for the year (Thousand Baht)

(8,860,413)

(537,691)

(298,344)

(537,691)
Weighted average number of ordinary shares (Thousand Shares)
160,000
160,000
160,000
160,000

Less : Own shares held by the subsidiary company (Thousand Shares)

(38,270)

(38,270)

-


-




121,730

121,730

160,000

160,000
Earnings (loss) per share held by public shareholders (Baht)

(72.79)

(4.42)

(1.86)

(3.36)

_________________________________________
_________________________________________
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20.
BUSINESS REHABILITATION PLAN OF THE COMPANY

On 22nd December, 2003, the Supreme Court ordered the Company to rehabilitate its business in accordance with the Bankruptcy Act.  On 19th April, 2004, the Central Bankruptcy Court appointed C.J. Morgan Co., Ltd. and Panya Intellect Co., Ltd. to be its business rehabilitation planners.  On 22nd December, 2004, the creditors’ meeting had a special solution to accept the Company’s rehabilitate plan dated 19th October, 2004 (revised by the creditor’s meeting on 22nd December, 2004).  Subsequently, on 7th February, 2005, the Central Bankruptcy Court gave an order that it agreed with the aforesaid rehabilitation plan.  These cause the Company to proceed in accordance with the rehabilitation plan within the time frame stipulated in the plan.

The Company’s rehabilitation plan has significant contents as follows:

a)
The Classification of Debt



There were to 29 creditors to file the application for repayment of debts in the total amount of Baht 59,091 million, comprising Baht 38,529 million in principal and Baht 20,562 million in accrued interests. Total creditors had been classified in 7 groups, one group of secured creditors and 6 groups of unsecured creditors. 

b)
The Debt Restructuring Plan



Total amount of Baht 6,857 million shall be paid to creditors within 136 months comprising non-core assets swap amount Baht 130.94 million, repayment from cash flows amount Baht 3,176.94 million, repayment from guarantors or concerned persons amount Baht 1,111 million and suspense debts for deferred payment in the 136 months of Baht 2,438.50 million. The balance of amount Baht 52,234.45 million shall be forgiven after the completion of all mentioned payments. 

c)
The Capital Restructuring Plan



There is no reducing or increasing of the current capital of the company.  But the plan administrator has a right to do so with the consult to shareholders.
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d)
The Debt Recovery



According to the plan, creditors will receive the payment of Baht 6,857.38 million which is equal to 11.60% of total claimed debts (or 23.46% of total debt with voting rights).



However, in case of liquidation, all creditors will receive only Baht 2,570.48 million which is equal to 4.35% of total claimed debts (or 8.8% of total debt with voting rights).

e)
Other Terms and Conditions

Plan Administrator: 


Panya Intellect Co., Ltd. and C.J. Morgan Co., Ltd. are proposed to be a plan administrator.  Compensation is Baht 500,000 Baht per month (VAT is not included)

Dividend payment:


During the rehabilitation plan implementation period, the dividend is not allowed to pay to shareholders until all debts will be completely repaid pursuant to the plan. 

Creating debt and raising funds:


The Company may raise new funds from any sources for using in normal operations by pledging company’s assets.

Ways to solve the problems if there is a temporary lack of liquidity:


In case of occurring the lack of liquidity problem, company, with the consent of the creditor steering committee, may raise new funds to clear the problem out.
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Excess Cash: 


The Company will arrange excess cash by the following:


1.
35% will be reserved to pay the principal repayment


2.
35% will be paid for the principal hanging debt, and


3.
30% will be reserved for working capital. 

Termination of Business Reorganization:


During the implementing period, the plan has been deemed to be successfully completed if there is one of the following circumstances occurs: 


1.
The Company has repaid the Debts pursuant to the plan during 5 continuous years or


2. 
Plan Administrator with the consent of the Creditors Steering Committee deems that the Business Reorganization has been successfully completed pursuant to the Plan or


3.
The Company has completely repaid The Debts. 

f)
Risk Associating to the Business Rehabilitation Plan

The Company is still exposed to the risk of not being able to perform in accordance with the business rehabilitation plan.

21.
NUMBER OF EMPLOYEES AND STAFF COSTS

As at 31st December, 2004 and 2003, the Company has employees and staff costs for the year then ended as follows:



Consolidated


The Company Only


2004
2003
2004
2003

Number of employees (persons)

1,352

1,346

998

972
Staff costs (Million Baht)

334.77

278.26

181.67

169.98
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22.
SEGMENT INFORMATION 

Segment information classified by types of businesses and geographic area are presented as follows:

(Unit : Million Baht)



Consolidated




2004




Galvanized


Bar
Iron Sheet
Water Tank
Fabrication
Others


Segment
Segment
Segment
Segment
Segment
Subsidiaries
Total
Elimination
Total
Revenue
4,995.50
3,883.43
-
561.76
113.80
15,469.98
25,024.47
(11,726.51)
13,297.96

Expenses
(4,414.87)
(3,577.37)
-
(508.50)
(225.87)
(22,503.36)
(31,229.97)
12,739.75
(18,490.22)

Interest expenses
- 
- 
-
-
(934.85)
(378.75)
(1,313.60)
- 
(1,313.60)

Minority interest
- 
- 
-
-
- 
-
-
194.55
194.55

Unrealized net loss of


subsidiaries in the Company’s


financial statements


- Held by other subsidiaries
- 
- 
-
-
- 
-
-
4,725.28
4,725.28


- Held by the Company
- 
- 
-
-
- 
-
-
1,194.64
1,194.64

Loss before purchase of shares
- 
- 
-
-
- 
-
-
93.05
93.05

Realize capital deficiency of


subsidiaries in the consolidated


financial statements


- Held by other subsidiaries
- 
- 
-
-
- 
-
-
(7,322.63)
(7,322.63)


- Held by the Company

- 


- 


-


-


- 
 

-
 

-
 

(1,239.44)

(1,239.44)

Net earnings (loss)

580.63

306.06

-


53.26

(1,046.92)

(7,412.13)

(7,519.10)

(1,341.31)

(8,860.41)
Fixed assets


As at 31st December, 2004

816.22

128.04

0.77

650.41

3,052.91

5,711.34

10,359.69

(20.12)

10,339.57
 (Unit : Million Baht)



Consolidated




2003




Galvanized


Bar
Iron Sheet
Water Tank
Fabrication
Others


Segment
Segment
Segment
Segment
Segment
Subsidiaries
Total
Elimination
Total
Revenue
3,795.09
3,489.65
-
411.25
576.65
11,729.77
20,002.41
(9,359.01)
10,643.40

Expenses
(3,934.84)
(3,279.37)
-
(362.03)
(936.75)
(11,650.34)
(20,163.33)
10,216.73
(9,946.60)

Interest expenses
- 
- 
-
-
(937.59)
(392.88)
(1,330.47)
22.90
(1,307.57)

Corporate income tax
- 
- 
-
-
- 
(0.17)
(0.17)
- 
(0.17)

Gain on purchase of shares
- 
- 
-
-
- 
- 
- 
(0.38)
(0.38)

Minority interest in


net (earnings) loss

- 


- 


-


-


- 


- 


- 


73.63

73.63
Net earnings (loss)

(139.75)

210.28

-


49.22
(1,297.69)

(313.62)

(1,491.56)

953.87

(537.69)

Fixed assets


As at 31st December, 2003

1,001.22

128.26

1.64

657.53

3,290.95

5,132.60

10,212.20

(24.06)

10,188.14
_________________________________________
_________________________________________
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(Unit : Million Baht)



The Company Only




2004




Galvanized


Bar
Iron Sheet
Water Tank
Fabrication
Others


Segment
Segment
Segment
Segment
Segment
Total
Elimination
Total
Revenue
4,995.50
3,883.43
-
561.76
156.18
9,596.87
- 
9,596.87

Expenses
(4,414.87)
(3,577.37)
-
(508.50)
(459.62)
(8,960.36)
- 
(8,960.36)

Interest expenses

- 


- 


-


-


(934.85)

(934.85)

- 


(934.85)

Net earnings (loss)

580.63

306.06

-


53.26
(1,238.29)

(298.34)

- 


(298.34)
Fixed assets


As at 31st December, 2004

816.22

128.04

0.77

650.41

3,077.98

4,673.42

- 


4,673.42
(Unit : Million Baht)



The Company Only




2003




Galvanized


Bar
Iron Sheet
Water Tank
Fabrication
Others


Segment
Segment
Segment
Segment
Segment
Total
Elimination
Total
Revenue
3,795.09
3,489.65
-
411.25
1,121.46
8,817.45
- 
8,817.45

Expenses
(3,934.84)
(3,279.37)
-
(362.03)
(841.31)
(8,417.55)
- 
(8,417.55)

Interest expenses

- 


- 


-


-


(937.59)

(937.59)

- 


(937.59)

Net earnings (loss)

(139.75)

210.28

-


49.22

(657.44)

(537.69)

- 


(537.69)

Fixed assets


As at 31st December, 2003

1,001.22

128.26

1.64

657.53

3,428.11

5,216.76

- 


5,216.76
23.
PROMOTIONAL PRIVILEGES

As parts of the Company’s operations was granted certain promotional promotional in accordance with certificate No. 1187/2539 dated on 5th March, 1996 and 1238/1997 dated on 10th April, 1997.  The privileges are for instance to reduce import duty rate and exempt from corporate income tax for a period of eight years starting from the date of operation.

_________________________________________
_________________________________________
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24.
CONTINGENT LIABILITIES

As at 31st December 2004, the Company has contingent liabilities as follows:

24.1
The Company was sued by 14 financial institutions for its default in repayment of debts, totaling 34 cases, amounting to Baht 11,989.20 million.  Of these, 16 cases have been withdrawn by the creditors and contracts of compromise made.  The remaining 18 cases have the capital of Baht 9,565.39 million and are in the process of hearing.

24.2
The Company has used, for more than 10 years, the trademarks “Hua-Wou-Kan-Tai” and “MC” which “Tran Asia Pacific Co., Ltd.” and “Metro Co., Ltd.”, being its related companies, have the trademark rights.  As the Company has received a large amount of advance payment for such products.  Therefore, it can not cease or suspend using the said trademarks immediately.  The two related companies sent letters to the Company to refrain from using the trademarks, otherwise they will claim for compensation. Such two related companies had lodged the claim for settlement under the Company’s rehabilitation plan. Currently, the process of hearing was finished and it is waiting for an order of the Comptroller of the Bankruptcy. As at 31st December, 2004, the Company has not recorded the estimation of contingent liabilities.
25.
DISCLOSURE OF FINANCIAL INSTRUMENTS

25.1
Accounting policies
Details of significant accounting policies are disclosed in Note 3 to financial statements.

25.2
Credit risk

Credit risk refers to the risk that counterparty will default on its trading conditions stipulated in the agreement which may cause any losses to the Company.

The Company is exposed to credit risk primarily with respect to trade accounts receivable and notes receivable.  However, the Company does not foresee with significant losses incurred from its debt collection because the Company has recorded allowance for doubtful accounts on conservative basis.

_________________________________________
_________________________________________
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25.3
Interest rate risk

Interest rate risk arises from the potential for a change in interest rates to have an adverse effect on the net earnings of the Company in the current reporting period and in future years.

The Company is exposed to interest rate risk that fluctuates to the market interest rates.  Such risk is at the high degree since the Company has significant transactions related primarily to its loans from financial institutions.

25.4
Estimating fair value of financial assets and liabilities

Thai Accounting Standard No. 48, “Financial Instruments Disclosure and Presentation” requires to disclose the fair value which depend on the judgement for the estimation of fair value.  Therefore, the fair value as disclosed in note to financial statements could not be necessarily same as the actual amount to exchange in a current market.

The carrying values of the Company’s financial assets and liabilities approximate to their fair values due to the Company being accomplished in accordance with the rehabilitation plan.  Therefore, the Company shall be released from the liability of creditors under the rehabilitation plan.

26.
PROVIDENT FUND

The Company, Treemit Marketing Co., Ltd. and Ratchasima Steel Product Co., Ltd. and theirs employees have established a provident fund as approved by the Ministry of Finance in accordance with the Provident Fund Act B.E. 2530.  The fund is contributed by both employees and the Company.  The fund is managed by the Kasikorn Asset Management Company Limited and will be paid to an employee upon termination in accordance with the rules of the Company’s staff provident fund.

(Unit : Thousand Baht)


For the years ended 31st December




Consolidated


The Company Only


2004
2003
2004
2003

Contribution
21,835
19,836
16,460
15,233

_________________________________________
_________________________________________

-  38  -

27.
RECLASSIFICATION

Certain accounts in the financial statements for the year 2003 have been reclassified to conform to the current year classifications, with no effect on previously reported net loss or capital deficiency.

28.
APPROVAL OF FINANCIAL STATEMENTS

These financial statements have been approved by the Company’s Rehabilitation Plan Administrators.

_________________________________________
_________________________________________
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