NAKORNTHAI STRIP MILL PUBLIC COMPANY LIMITED AND SUBSIDIARIES
Notes to Interim Financial Statements

June 30, 2004 (Reviewed) and 2003 (Unaudited and Unreviewed)

and December 31, 2003 (Audited)


1.
BASIS OF INTERIM FINANCIAL STATEMENT PREPARATION 

AND PRINCIPLES OF CONSOLIDATION 

The accompanying interim financial statements are prepared in Thai Baht in the Thai language in conformity with generally accepted accounting principles in Thailand. Accordingly, the accompanying interim financial statements are intended solely to present the financial position, results of operations and cash flows in accordance with accounting principles and practices generally accepted in Thailand.

The interim financial statements have been prepared for providing an update on the financial statements for the year ended December 31, 2003.  They are focused on new activities, events and circumstances to avoid repetition of information previously reported.  Accordingly, these interim financial statements should be read in conjunction with the financial statements for the year ended December 31, 2003.

Other than those specified in notes to the annual and interim financial statements, all other balances presented in these interim financial statements are prepared under the historical cost basis.

For the convenience of the readers, an English translation of interim financial statements have been prepared from the Thai language interim financial statements, which are issued for domestic financial reporting purposes.

The accompanying consolidated interim financial statements include the financial statements of Nakornthai Strip Mill Public Company Limited and its subsidiaries in which the Company has control or directly or indirectly invested over 50% of their voting rights. These subsidiaries are detailed as follows:

	
	
	
	
	
	
	Percentage of Holdings

	
	
	Business Type
	
	Under the Law of Registration
	
	June 30, 2004
	
	December 31, 2003

	Subsidiaries
	
	
	
	
	
	
	
	

	NSM Steel Company Ltd.
	
	None
	
	Cayman Islands, Cayman
	
	100%
	
	            100%

	NSM Steel (Delaware), Inc.
	
	None
	
	State of Delaware, The United State of America
	
	100%
	
	            100%


(See Note 7)

Significant intercompany transactions between the Company and the subsidiaries have been eliminated. 
2.
GOING CONCERN

Upon achieving the effective date under the approved rehabilitation plan as of June 30, 2004, the plan administrator along with the Company is in the process of implementing the plan.

Since the Company succeeded in its resumption of production facility during December 2003, it anticipates to ramp up its production volume to achieve full capacity utilization along with production of value added products through the year 2004. Simultaneously NSM is going ahead with the construction of the Finishing Mills as targeted.  During 2004 the Company also has potentials for exporting the products to further expand its market base.  As at June 30, 2004, the Company’s operation and business performance can be detailed as below;

1) Commissioned the core facility

2) Entered into construction agreements of Finishing Mills and is in the process of installation and construction the plant

3) Produced 117,280.70 tons of Hot Rolled Coil (Finished product)

4) Generated revenue from sale of products

5) Paid the third installment of interest payment to secured creditors (Syndicated Loans from Thai financial institutions) in accordance with the rehabilitation plan 

6) Continuing implement of plan in accordance to the rehabilitation plan.

Although the Company has commenced  normal operations by and has achieved continuous improvement in volume of production and is able to generate income through sales of products, the Company and its subsidiaries’ financial statements for the three-month and six-month period ended June 30, 2004 incurred net loss of Baht 202.05 million and Baht 397.28 million, respectively. The ability of the Company to operate profitably in the future, and generate sufficient operating cash flows to enable it to meet its obligations under debt restructuring agreements is largely dependent on the steel market. The prospects for the steel industry are, however, uncertain as it is cyclical in nature.  These conditions indicate the existence of a material uncertainty which may cast significant doubt about the Company's ability to continue as the going concern.  These financial statements have been prepared on a going concern basis, which assumes that the Company will realize its assets and discharge its liabilities in the normal course of business.  The Company’s management believes that the going concern basis of preparation of the financial statements is appropriate because the Company has succeeded in debt restructuring with its financial creditors and majority of other creditors and also believes that the Company will succeed in debt restructuring with the remaining creditors and will be able to comply with the conditions defined in the agreements related to debt restructuring, and the operating result is in line with the estimated projection as referred to in the Prospectus for public offering.

3.
SIGNIFICANT ACCOUNTING POLICIES 
The accompanying interim financial statements have been prepared in accordance with generally accepted accounting principles.  Accounting policies that have been applied to the preparation of the interim financial statements for each of the three-month and six-month periods ended June 30, 2004 are similar to those applied to the financial statements for the year ended December 31, 2003.

The Company did not present diluted loss per share in the statement of income for each of the three-month and six-month periods ended June 30, 2004 because the computation of diluted loss per share on the assumption that all of the options have been exercised resulted that the diluted loss per share was less than those basic loss per share. 

4.
TRANSACTIONS WITH RELATED PARTIES

The Company has transactions with its subsidiaries and other related parties.  Certain portions of the Company’s assets, liabilities and administrative expenses represent transactions occurring with its subsidiaries and other related parties.  These parties are related through common shareholders and/or directorships. Those significant transactions with subsidiaries and other related parties as included in the financial statements are determined at the prices in line with those occurring in the normal course of business based on the market price in general or the price as stipulated in the agreement if no market price exists.  The significant balances of assets, liabilities, and other transactions occurring with those parties are shown as follows:
Transactions with related parties for each of the three-month period ended June 30, 2004 and 2003:

	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	2004
	
	2003
	
	2004
	
	2003

	Other related parties
	
	
	
	
	
	
	

	Consultant fee
	-
	
	1,760
	
	-
	
	1,760

	Other expenses
	11,342
	
	1,046
	
	11,342
	
	1,046


Transactions with related parties for each of the six-month periods ended June 30, 2004 and 2003:

	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	2004
	
	2003
	
	2004
	
	2003

	Other related parties
	
	
	
	
	
	
	

	Consultant fee
	-
	
	4,401
	
	-
	
	4,401

	Other expenses
	14,961
	
	2,092
	
	14,961
	
	2,092


Balances with related parties as at June 30, 2004 and December 31, 2003:

	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	June 30,
	
	December 31,
	
	June 30,
	
	December 31,

	
	2004
	
	2003
	
	2004
	
	2003

	Loans to and accrued interest receivable from
	
	
	
	
	
	
	

	other related parties (interest rate/annum)
	
	
	
	
	
	
	

	Metal Star Company Limited (16.0)
	437,565
	
	437,565
	
	437,565
	
	437,565

	Tak Ka-Pon Company Limited  (16.0)
	75,278
	
	75,278
	
	75,278
	
	75,278

	Nakornthai Integrated Company Limited (16.0)
	87,825
	
	87,825
	
	87,825
	
	87,825

	Nakornthai Steel Work Company Limited (16.0)
	3,710
	
	3,710
	
	3,710
	
	3,710

	Sathorn North Pattana Company Limited (16.0)
	         576
	
	         576
	
	        576
	
	        576

	Total
	604,954
	
	604,954
	
	604,954
	
	604,954

	Less Allowance for doubtful accounts
	(604,954)
	
	(604,954)
	
	(604,954)
	
	(604,954)

	Net
	

-

	
	

-

	
	

-

	
	

-


	
	
	
	
	
	
	
	


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	June 30,
	
	December 31,
	
	June 30,
	
	December 31,

	
	2004
	
	2003
	
	2004
	
	2003

	Advance payments
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	N.T.S. Steel Group Public Company Limited
	13,974
	
	13,974
	
	13,974
	
	13,974

	NSM Steel Company Limited
	-
	
	-
	
	126
	
	126

	Steel Top Company Limited
	        271
	
	        271
	
	        271
	
	        271

	Total
	14,245
	
	14,245
	
	14,371
	
	14,371

	Less Allowance for doubtful accounts
	    (2,647)
	
	    (2,647)
	
	    (2,647)
	
	    (2,647)

	Total long-term loans and advances to
	
	
	
	
	
	
	

	related parties – net
	    11,598
	
	    11,598
	
	    11,724
	
	    11,724

	
	
	
	
	
	
	
	

	Refundable deposits (From part of the
	
	
	
	
	
	
	

	refundable deposits in the Balance Sheets)
	
	
	
	
	
	
	

	Other related party
	60,000
	
	60,000
	
	60,000
	
	60,000

	
	
	
	
	
	
	
	

	Trade accounts payable
	
	
	
	
	
	
	

	Other related parties
	10,635
	
	9,517
	
	10,635
	
	9,517

	
	
	
	
	
	
	
	

	Accrued expenses (From part of the accrued
	
	
	
	
	
	
	

	expenses in the Balance Sheets)
	
	
	
	
	
	
	

	Other related parties
	76,630
	
	106,130
	
	76,630
	
	106,130


Loans to and accrued interest receivable

Loans to and accrued interest receivable represent loans to related parties for working capital in the form of promissory notes which bears interest at 16% per annum and insecurities.  The Company has made full allowance for doubtful accounts for these loans and accrued interest receivable. The Company ceased the recognition of interest income on these loans.
Refundable deposits

Refundable deposits for right of water usage of Baht 60 million were made to related party under a 19 year agreement executed on February 1, 1997.  On November 15, 2001 the Bankruptcy Court has granted an order in favour of the Company to receive an amount of Baht 58.14 million against the said amount.  This is payable by the  related party within 10 years, commencing on the 5th year, pursuant to the effective date of the rehabilitation plan, which is November 29, 2002.  The related party has also terminated the water usage agreement effective from September 13, 2002 in accordance with the rehabilitation plan.

Advance payments

As at June 30, 2004 and December 31, 2003, the Company had advances to related parties of Baht 14.24 million in the consolidated financial statements and Baht 14.37 million in the Company’s financial statements.  Advance Payment including lending material to a related party amounting to Baht 11.41 million.  On November 15, 2001 the Bankruptcy Court has granted an order in favour of the Company to receive an amount of Baht 12.21 million against the said amount.  The Company has made an allowance for doubtful accounts of Baht 2.65 million in respect of all receivables. 
Other expenses

The most of other expenses is the transportation expenses with a related party which was charged by the normal course of business.

Consultant Fees

Consultant fees consist of fees incurred in conjunction with consulting and marketing services.  The agreement for such consulting fee has been terminated with effect from December 31, 2003. 

Guarantee and collateral under agreements with related parties

As at June 30, 2004 and December 31, 2003, the Company had irrevocably and unconditionally guaranteed obligations of its subsidiaries to pay interest and principal under the terms of the Senior Notes, Senior Subordinated Notes, and the Debentures to private investor, amounting to not more than US$ 750 million. However, on the effective date, the Company converted the aforesaid debt to equity and Restructured Term Loan in accordance with the rehabilitation plan.
5.
CASH AND CASH EQUIVALENTS

Cash and cash equivalents as at June 30, 2004 and December 31, 2003, consisted of:

	
	Consolidated and the Company Only 

	
	(In Thousand Baht)

	
	June 30,2004
	
	December 31, 2003

	Cash on hand and at banks
	915,495
	
	3,262,198

	Promissory notes
	1,000,271
	
	

-


	Total
	1,915,766
	
	3,262,198


Promissory notes of Baht 1 billion as of June 30, 2004, are obtained from a Thai financial institution, with maturity at call amounting to Baht 500 million and 3 months amounting to Baht 500 million at the interest rate of 1.00% and 1.375% per annum, respectively.

6.
TRADE ACCOUNTS RECEIVABLE

As at June 30, 2004 and December 31, 2003, the Company had outstanding balances of trade accounts receivable classified by age as follows:

	
	Consolidated and the Company Only 

	
	(In Thousand Baht)

	
	June 30,2004
	
	December 31, 2003

	Undue
	355,188
	
	-

	Not over 3 months
	111,950
	
	-

	Over 12 months
	       250
	
	     250

	Total
	467,388
	
	     250


Trade receivable amounting to Baht 426.89 million were covered by letters of credit.

7.
INVESTMENTS RECORDED BY THE EQUITY METHOD

Investments in subsidiary as at June 30, 2004 and December 31, 2003, which have been recorded by the equity method in the Company’s separate financial statements, consisted of the following;

	
	
	
	In Thousand Baht

	
	
	
	
	The Company Only

	
	
	% Shareholding
	
	Cost Method
	
	Equity Method

	Offshore subsidiaries
	Business
	
	2004
	
	2003
	
	2004
	
	2003
	
	2004
	
	2003

	NSM Steel Company Ltd. (non operation) and its wholly owned subsidiary NSM Steel (Delaware), Inc.
	None
	
	100%
	
	100%
	
	417
	
	417
	
	420
	
	420


NSM Steel (Deleware), Inc. is no longer in existence and is in the process of formally liquidating the subsidiary.

8.
OTHER LONG-TERM INVESTMENTS
Other long – term investments as at June 30, 2004 and December 31, 2003, consisted of :

	
	Consolidated and the Company Only 

	
	(In Thousand Baht)

	
	June 30,2004
	
	December 31, 2003

	Promissory notes
	143,144
	
	145,037

	Less allowance for doubtful accounts
	(143,144)
	
	(143,144)

	Promissory notes – net
	

-

	
	     1,893

	
	
	
	

	Available for sale securities – Marketable Securities
	50,684
	
	50,684

	Unrealised gain on investments
	  40,040
	
	  73,998

	Available for sale securities – net
	  90,724
	
	124,682

	
	
	
	

	Bank deposits pledged as collaterals
	  34,553
	
	     2,274

	Other long-term investments – net
	125,277
	
	128,849


Available-for-sale securities came from a conversion of amounts receivable from a related party to its share capital of Baht 101.37 million. The Converted shares are subjected to sale restrictions and were to be realised of restriction in the order of 50%, 70% and 100% of obtained shares, each year up to year 3, respectively, starting from the effective date.  As at June 30, 2004, the investment in shares of Millennium Steel PLC in the number of 20.27 million shares are out of sale restrictions period and number of 30.41 million shares are subject to sale restriction.

As at June 30, 2004 and December 31, 2003, long-term investments included promissory notes issued by closed finance companies amounting to Baht 143.14 million and Baht 145.04 million, respectively, including interest receivable, that are used as collateral for related parties’ loans from those closed finance companies. In 2000, the Company has fully provided allowance for these promissory notes due to concerns about the financial position of the related parties. 
9.
PROPERTY, PLANT AND EQUIPMENT - NET

During the six-month period ended June 30, 2004, the significant changes of property, plant and equipment were as follows:

	
	Consolidated and the Company Only 

	
	(In Thousand Baht)

	Acquisition of plant, machines and equipment
	90,264

	Acquisition of furniture and office equipment
	12,822

	Sale of furniture and fixture
	     (396)

	Net Changes
	102,690


As at June 30, 2004 and December 31, 2003, property, plant and equipment includes construction in progress of DRI plants amounting to Baht 2,038.77 million which the Company is in the process of consideration and discussion with the suppliers and other relevant parties for completion of the project.  The Company set up the allowance for impairment loss by using the value shown in the independent appraisal reports by American Appraisal (Thailand) Co., Ltd., dated October 9, 2001 in the amount of Baht 47.38 million.  During the year 2003, the Company has recorded a reversal of impairment loss of Baht 2.74 million by using the value shown in the independent appraisal reports by American Appraisal (Thailand) Co., Ltd. 

As stipulated in the plan, during the first quarter of the year 2004, the Company has entered into the finishing plant construction contract with a contractor in the amount of Baht 1,366.40 million. 

Property, plant and equipment are pledged as collateral for liabilities under the rehabilitation plan as discussed in Note 11 to the financial statements. 

10.
LIABILITIES UNDER REHABILITATION PLAN

Liabilities under rehabilitation plan as at June 30, 2004, consisted of:

	
	In Thousand Baht

	
	Amount as at
	
	Increase
	
	Decrease
	
	Amount as at

	
	December 31,
	
	during the
	
	during the
	
	June 30, 

	
	2003
	
	period
	
	period
	
	2004

	Loans :
	
	
	
	
	
	
	

	Syndicated loans from Thai
	
	
	
	
	
	
	

	financial institutions
	4,520,108
	
	-
	
	-
	
	4,520,108

	Holder of A (Senior Mortgage Notes)
	1,767,323
	
	57,492
	
	-
	
	1,824,815

	Holder of B (Senior
	
	
	
	
	
	
	

	Subordinated Notes)
	2,051,679
	
	  66,742
	
	

-

	
	2,118,421

	Total loans
	8,339,110
	
	124,234
	
	-
	
	8,463,344

	
	
	
	
	
	
	
	

	Other liabilities:
	
	
	
	
	
	
	

	Past accrued interest
	2,769,218
	
	41,256
	
	-
	
	2,810,474

	Accrued interest expense
	47,348
	
	115,439
	
	-
	
	162,787

	Others
	     774,532
	
	  15,033
	
	

-

	
	     789,565

	Total liabilities under
	
	
	
	
	
	
	

	rehabilitation plan
	11,930,208
	
	295,962
	
	

-

	
	12,226,170


As at June 30, 2004, liabilities under rehabilitation plan increase from exchange rate and interest as stipulated in the plan, in the first and second quarters of the year 2004, the Company paid interest 1% to the Syndicated loans from Thai financial institutions. However, the actual disbursement of interest due to the holder of MRA debt belonging to A and B bonds are not effected as the claims representing such debts are not yet finalised by the Central Bankruptcy Court. Further the disbursement details are not yet to be received from the Trustee. 

11.
MASTER RESTRUCTURING AGREEMENT ("MRA")

On October 6, 2003, the Company entered into a Master Restructuring Agreement with certain financial institutions, holders of Tranche A notes and holders of Tranche B notes (“creditors”). The significant conditions are as follow:

-
Debts under the MRA

1) Restructured Debt means a portion of the indebtedness under the approved rehabilitation plan as approved by Central Bankruptcy Court as of 11th December 2002 (“PLAN”) owed by the Company to the creditors in the amount of USD 200 million.

2) Past Accrued Interest means interest accrued and owed to creditors during the period from December 1, 1998 to December 31, 1999. The Past Accrued Interest shall be deferred without interest.

-
Effectiveness of MRA

With effect from the effective date, under the MRA all existing defaults are irrevocably waived. Any future defaults, and enforcement of Payment and Collaterals, must be in accordance with the MRA provisions.

-
Period of Debt Repayment

The Debt repayment period under the MRA is ten years from the effective date, with a five years grace period.  Repayment will commence from year six through year ten on a quarterly repayment basis. The annual aggregate repayment amounts will be equivalent to US$ 40 million (payment to Thai Banks shall be made in Thai Baht by the US$/Baht average exchange rate, announced by the Bank of Thailand on the PLAN approval date)
-
 Interest Rate

1)  The interest on Thai Baht denominated debts will be at the MLR as determined by the Industrial Finance Corporation of Thailand.

2)  The interest on US$ denominated debts will be at the LIBOR.

-
 Payment of Interest

The payment of interest shall be made on a quarterly basis at least at the following rates:

Year 1 - 3,
at the rate of 1%

Year 4,
at the rate of 3%

Year 5,
at the rate of 5%

Year 6 - 10,
at the rate of MLR or LIBOR as the case may be.

In addition to the above interest, the difference between the total interest payable at MLR or LIBOR, as the case may be, and the interest paid at the above rates during each year, shall be deferred (“Deferred Interest”) and shall be paid by year six.

-
Excess Cash flow

Excess Cash flow shall be applied to repay the following:

1) Deferred interest

2) Principal not yet due to be paid in inverse order of maturity

In case of the Public Offering, the excess cash flow may be applied for dividend payment up to 50% of the excess cash flow. The remaining excess cash flow shall be applied for the above mentioned two payments.

-
 Repayment from the proceeds received from the exercise of the new warrants

If the subscription rights pursuant to the warrants are exercised, proceeds thereof shall be allocated in the following sequence:

1)  Part of the proceeds up to an amount of USD 20 million; will be reserved for capital expenditure.

2)  50% of the remaining proceeds shall be reserved for the payment of the following in equal proportion (50%:50%)

·  Restructured Debt

·  Deferred Interest.

-
 The Debt to Equity Conversion and right to purchase shares (“option”):

The option relates to the Restructured Debts:

The holders of the Restructured Debts have an option to convert their portion of debts to ordinary shares of the Company.  Such option is exercisable during a period of 18 months from the Effective Date. The option will be exercised at the following price (“Restructured Debt Conversion Price”) and terms:

In case of the public offering, Restructured Debt Conversion Price shall be the lower of (i) Baht 2.92 per share and (ii) the offering price of the Public Offering; or

1)
In the case of no Public Offering but the Plan Administrator procures a Strategic Partner to invest in the Company, the Restructured Debt Conversion Price shall be the lower of (i) Baht 2.92 per share and (ii) the subscription price per share to be paid by the Strategic Partner; or

2)
In the case of no Public Offering and the Plan Administrator does not procure a Strategic Partner to invest in the Company, the Restructured Debt Conversion Price shall be Baht 2.92 per share; or

3)
If the structure of the Public Offering or issuance of shares to the Strategic Partner make it difficult to value, the Restructured Debt Conversion Price will be based on the appraisal to be performed by an internationally recognized accounting or investment banking firm(s) mutually appointed by the agent and the Company, provided that, in such event, the Restructured Debt Conversion Price shall not exceed Baht 2.92 per share.

The Option relates to the Past Accrued Interest:

The Past Accrued Interest is convertible into ordinary shares of the Company by the following period and price:

1) Prior to the 6th anniversary of the Effective Date, the option is exercised at par value; or

2) At the end of year ten and no later than 12 months thereafter, the option is exercised at the average closing price of the Company’s shares on the Stock Exchange of Thailand over a period of six months prior to the respective conversion date minus 20%; or

3) At that time, if it is not allowed by law to exercise the option at a price lower than the par value, the option shall be made at the par value.

If there are fractions of shares from the exercise of the option, such fractions shall be cancelled.

-
Demand of Payment of Past Accrued Interest

The creditors holding the Past Accrued Interest may exercise the right to demand payment of the Past Accrued Interest in the event that Debts under MRA have been accelerated and the underlying collateral thereto has been enforced. The Past Accrued Interest shall rank after Restructured Debt.

-
Collateral

Restructured Debt will continue to be secured by the existing collateral provided by the Company as per the terms of the MRA.

-
The Company has to comply with all terms and conditions prescribed in this agreement. This agreement includes the shareholders agreements, which the Company entered into on October 6, 2003, agreement with creditors shareholders, option shareholders and option shareholder representatives.

The Company must maintain the Debt Service Coverage Ratio to be less than 2:1, provided however that, such ratio shall be subject to any change upon mutual agreement between the borrower and the creditors and the economic circumstances at such relevant time. 

12.
COMMITMENTS AND CONTINGENCIES

As at June 30, 2004, the Company has the following commitments and contingencies:

Long-term Agreements

- 
The Company entered into the finishing plant contract with a contractor in the amount of Baht 1,369.30 million.

 -
Five-year take or pay commitment to purchase natural gas in December 10, 2003.  The unit price is subject to adjustment for changes in market prices.

Refractory Management Agreement

The Company had committed to pay refractory management agreement for consignment stock, supervision and service and technical supervision. 

Letters of Guarantee

The Company had commitments under letters of guarantee issued by a bank for utilities supplies in the amount of Baht 34.55 million.

Lease and Service Agreements

The Company had commitments under lease and service agreements covering office space and related services for periods of 3 years with options to renew.

As at June 30, 2004, the Company committed to pay for future rental and services in respect of the  aforesaid agreements as follows :


Payments within
        Thousand Baht 


1st year
3,520



2nd year
3,520



3rd year
   587



Total
7,627


Letters of Credit

The Company had commitments under letters of credit with overseas suppliers amounting to approximately Baht 376.10 million.

Pending Litigation

As at June 30, 2004, the Company had the following pending litigation:

Bankruptcy Court

The Company’s creditors were required to submit claims to the Official Receiver for outstanding debts on May 8, 2000. Some creditors filed claims significantly greater than those recorded in the Company’s accounts. The Company did not adjust its liabilities to reflect these differences in the financial statements. As of June 30, 2004, total claims filed by the creditors against the Company amounted to Baht 27,399.30 million. The Company believes that these claims exceed the amounts rightly payable by the Company. These claims include claims by the trustee, which duplicate claims by the debenture holders, and interest and discount on the debentures as claimed by the trustee, which is not considered by the Company to be reasonable, totalling Baht 6,066.05 million.  The Company has, therefore, brought the dispute to the Rehabilitation Court for adjudication. The Company has, however, recorded liabilities totalling 21,058.63 million for such claims (subsequently restructured under the debt restructuring plan) equal to the amounts claimed by the creditors adjusted for the proportional rate approved in the rehabilitation plan, but excluding the duplicate claims. As a result, the recorded liability is Baht 6,340.67 million less than the amount claimed by the creditors to the Rehabilitation Court.  As of June 30, 2004, the matter has not been settled by the court and it is not possible to determine what adjustments, if any, would be required to be made by the Company when this matter is finally settled by the Court.

The Plan Administrator in the Creditors’ committee meeting No. 3/2547 on July 8, 2004, obtained the resolution to withdraw the adjudication filed with the Central Bankruptcy Court of Thailand for the trustee and debenture holders’ claim (mentioned above) as the Official Receiver has passed orders which negate the implication of double claim. (In case the debenture holders’ claim is acknowledged by the Company, the trustee claim has to be reduced by the same amount and vice versa). Hence, there will be no impact on the amount of liabilities recorded in the Company’s balance sheet.

Subsequent to obtaining the aforesaid resolution the Plan Administrator had filed petition to the rehabilitation court to withdraw the objection against the claim of the trustee and debenture holder as of July 9, 2004. Then, the rehabilitation court approved the withdrawal of the petition against the trustee’s claim. As of July 12, 2004, the rehabilitation court approved withdrawal of the petition against the debenture holders’ claim.

The Plan Administrator is currently in the process of identifying the beneficiary holder to hold the Notes and debenture in order to fulfil the settlements as approved under the rehabilitation plan.

Civil Case

An insurance company filed a claim against the Company through the South Bangkok Civil Court in respect of unpaid insurance expenses for the year 1999 in the amount of Baht 5.43 million. The Company’s lawyer held a brief to such court that the Company is in the process of restructuring and the Company was watched over in case of any claim which had occurred before the court approved date except for approval from the Central Bankruptcy Court.  The said expenses had occurred before the Central Bankruptcy Court approved the plan and the said company sued the Company without the Central Bankruptcy Court permission. So it is prohibited according to the Bankruptcy Act. At present the court order to temporary dispose of the case and sent to the president of the Supreme Court to consider whether it was in the control of South Bangkok Civil Court.  Now the presidents of the Supreme Court still do not consider.

Several former employees have filed lawsuits against the Company alleging that they were wrongfully terminated in violation of their employment agreements and claiming damages of approximately Baht 55.45 million. The Company is defending itself against these claims and believes it will prevail.  Therefore, no provision has been made for those claims. Several lawsuits have been filed against the Company by vendors seeking payment of overdue amounts totalling Baht 54.25 million. This amount is included in the Company’s accounts payable. Additional lawsuits have been filed by vendors seeking Baht 0.54 million for interest on late payments and reimbursement of costs associated with the termination of a contract by the Company. Further, a suit has been brought against the Company by an insurance company seeking Baht 16.46 million in compensation for damage to equipment owned by a third party insured.  These cases are being tried in court and the Company is defending itself against these claims.  The Company believes it will prevail in these cases, therefore no provision has been established for these claims. All litigation filed against the Company in Thai courts has been suspended pursuant to the automatic stay provisions of Thailand’s bankruptcy law.

Long - term contracts

-
A group of investors who purchased the Company’s Senior Notes, Senior Subordinated Notes and Debentures have filed lawsuits against the Company’s subsidiaries and several of the Company’s advisors in courts in the United States of America.  The Company has indemnified some of its advisors against any losses that may be sustained by them as a result of these cases. The Company and its subsidiaries believe these claims are without merit, however, the Company’s subsidiaries have decided not to defend themselves against these claims due to the high costs associated with such a defense. As a result of the decision not to defend against these claims, a default judgment was issued against the Company’s subsidiaries by a U.S. court in one such case. The plaintiff in this case is seeking damages of approximately US$ 42.10 million.
-
The U.S. Court has not assessed the value of the claim against the Company’s subsidiaries and such value cannot be determined at this time.  Also, the outcome of the cases against the Company’s advisors is uncertain and the amount of any potential related indemnification claims cannot be determined. Therefore, the Company has established no provision for these potential liabilities. Until the auditor’s report date the Company is not aware of any change in position in connection with the aforesaid case. 

13.
BANK OVERDRAFT AND SHORT-TERM LOAN 


FROM FINANCIAL INSTITUTION

Bank overdraft and short-term loan from financial institution as at June 30, 2004 and December 31, 2003, consisted of:

	
	Consolidated and the Company Only 

	
	(In Thousand Baht)

	
	June 30,2004
	
	December 31, 2003

	Bank overdraft
	15,795
	
	15,795

	Short – term loan from financial institution
	260,431
	
	

-


	Total
	276,226
	
	15,795


Short-term loan from financial institution represents trust receipt with an interest rate of 3.54% to 3.61% per annum and is secured by fixed deposit of 30% of the principal amount.

14.
SEGMENTATION INFORMATION

The Company and its subsidiaries have been engaged in the production and distribution of hot-roll coil for each of the three-month and six-month periods ended June 30, 2004 and 2003 as follows:
For three-month period ended June 30, 2004.

	
	Consolidated and the Company Only

	
	(In Thousand Baht)

	
	Domestic
	
	Export
	
	Total

	Sales BOI
	814,428
	
	569,674
	
	1,384,102

	Sales Non-BOI
	106,611
	
	

-

	
	   106,611

	Total Sales
	921,039
	
	569,674
	
	1,490,713


For the six-month period ended June 30, 2004
	
	Consolidated and the Company Only

	
	(In Thousand Baht)

	
	Domestic
	
	Export
	
	Total

	Sales BOI
	1,145,808
	
	569,674
	
	1,715,482

	Sales Non-BOI
	  119,134
	
	

-

	
	   119,134

	Total Sales
	1,264,942
	
	569,674
	
	1,834,616


For three-month period ended June 30, 2003

	
	Consolidated and the Company Only

	
	(In Thousand Baht)

	
	Domestic
	
	Export
	
	Total

	Sales BOI
	-
	
	-
	
	-

	Sales Non-BOI
	2,151
	
	

-

	
	2,151

	Total Sales
	2,151
	
	

-

	
	2,151


For the six-month period ended June 30, 2003

	
	Consolidated and the Company Only

	
	(In Thousand Baht)

	
	Domestic
	
	Export
	
	Total

	Sales BOI
	-
	
	-
	
	-

	Sales Non-BOI
	27,682
	
	

-

	
	27,682

	Total Sales
	27,682
	
	

-

	
	27,682


15.
RECLASSIFICATION OF ACCOUNTS

Certain accounts in the 2003 financial statements are reclassified to conform with the 2004 interim financial statement presentation.
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