 (UNAUDITED BUT REVIEWED)

RATTANA REAL ESTATE PUBLIC COMPANY LIMITED

NOTES TO FINANCIAL STATEMENTS

1.
GENERAL INFORMATION


1.1
Fundamental accounting assumption


a)
Because the Company had faced liquidity problems, had suffered losses from its operations for over 3 consecutive years, and has had a significant capital deficit, the Stock Exchange of Thailand ("SET") announced the security of the Company as a security which may be delisted from the SET, approved the trading of the Company’s security under the “REHABCO” section, and ordered the Company to submit a rehabilitation plan in accordance with the SET rehabilitation criteria, to enable it to avoid delisting. 



On 25 December 2003, the SET Board of Governors passed a resolution to delist the Company’s security from the Stock Exchange effective from 26 December 2003 onwards, since the Company has failed to make satisfactory progress with its rehabilitation. The Company has submitted an explanatory letter requesting the SET to reconsider the delisting resolution. On 27 May 2004, the SET approved the trading of the Company’s security under the “REHABCO” section.

(UNAUDITED BUT REVIEWED)
b)
The economic crisis which occurred in 1997 significantly affected the various business sectors, especially the property development sector. This led the Company to suspend its property development project in 1997, and as a result the Company has consistently suffered operating losses and has a significant capital deficit. In addition, as discussed in Notes 7, 8 and 11 to the financial statements, the Company also faces liquidity problems, and has been unable to fulfill the conditions of various loan agreements and to repay indebtedness to its creditors. However, since 2003, the Company successfully concluded negotiations with almost all of its lenders and creditors to restructure the conditions and the repayment of its liabilities. The remaining parts of its debts are subject to ongoing negotiations, which the Company believes will be concluded successfully. Moreover, as discussed in Note 3 to the financial statements, on 16 August 2002, the Company entered into a reciprocal agreement with a new investor (Great China Millennium (Thailand) Company Limited) to continue its property development project. The agreement stipulates certain conditions which the Company and the new investor must comply. In the first quarter of 2003, the Company completed its obligations as stipulated under such agreement, and the new investor has also now fulfilled most of its obligations under the agreement, such as making significant progress with construction of the project buildings and payment of remuneration including advance payment of remuneration and the provision of a loan to the Company. The remaining remuneration is due to be paid in full in 2005 and 2006 and the Company is thus confident that the new investor will be able to fulfill all of its remaining obligations under the reciprocal agreement. The financial statements under this report have therefore been prepared on the going concern basis, assuming that the realisation of assets and settlement of liabilities and obligations will occur in the ordinary course of business of the Company without any expectation of significant disruption to the ongoing activities.


1.2
Basis for the preparation of interim financial statements



These interim financial statements have been prepared in accordance with Accounting Standards Pronouncement No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, additional line items are presented in the balance sheets, and the statements of earnings, changes in shareholders’ equity, and cash flows, as in the annual financial statements.



The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements. 

(UNAUDITED BUT REVIEWED)
1.3
Significant accounting policies




The interim financial statements have been prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2003.

2.
INVENTORIES

Baht 28.5 million of the net book value of inventories represents costs of land and related development costs of the Company’s housing projects for sale, net of provision for loss on diminution in value of the inventories. In 2001, the Company mortgaged part of its inventories, the net book value of which was Baht 18.6 million as at 30 June 2004, to secure the Baht 31.5 million loan of a related company from a financial institution. In exchange for the above guarantee, the related company loaned the Company Baht 18.6 million and, under the agreement made with the related company, the Company is obligated to repay this loan within April 2003. If it does not, the related company may settle the loan using the above collateral. (The book value of the inventories mortgaged at the time was Baht 54.0 million but in 2002, the Company recorded provision for loss on diminution in the value of inventories amounting to Baht 35.4 million in order to devalue the inventories to Baht 18.6 million since the Company had faced liquidity problems and anticipated that it would not be able to comply with the conditions of the agreement).  On 31 December 2003, the Company agreed to transfer the ownership of the pledged land to the related company within 29 February 2004, since the Company had yet to repay the loan to that company. However, on 15 and 31 March 2004, the Company entered into an agreement with the related company to cancel previous agreements and the two parties will repay the loan of the related company to the financial institution by June 2004. Nonetheless, the Company is only responsible for the repayment of the Baht 18.6 million loan received and related accrued interest. However, the Company and the related company have yet to repay the loan to the lender. In July 2004, the financial institution sued the related company and the Company, as mortgagor, to enforce the repayments of the loan or to foreclose the pledged assets to settle the debts (Note 11).

Baht 455.8 million of the net book value of inventories represents the acquisition cost of leasehold rights to a high rise building (Tower) under construction (Note 3). The Company plans to develop the building into condominiums for sale.

The Company mortgaged all of its land to secure the credit facilities of the Company and a related company.
(UNAUDITED BUT REVIEWED)
3.
RECIPROCAL AGREEMENT CONCERNING LEASEHOLD RIGHTS AND CONSTRUCTION IN PROGRESS

The Company previously planned to develop a shopping arcade (Podium) and 3 high - rise buildings (Tower) for rent. However, the construction of the project has been suspended since 1997. The project is located on leased land, with details of the lease agreements summarised below :-

Agreement 1:
Lease agreement with the Office of National Buddhism.

The lease agreement, signed in 1989, stipulated a condition obligating the Company to transfer the ownership of the building to the Office of National Buddhism when construction was completed, with the Company granted leasehold rights to the building for 30 years. The Company suspended the project in 1997 but under an amendment to the lease agreement, the Company has to complete construction by 30 June 2006.

In 1993, the Company entered into a reciprocal agreement with a company. Under the agreement, the Company had to transfer the last 25 years of the leasehold rights to the land and premises under the lease agreement made with the Office of National Buddhism to the company, and that company was to be hired to manage the leased building. On 13 March 2003, the Company entered into an agreement to terminate all of the agreements with this company, to comply with the reciprocal agreement dated 16 August 2002 made with Great China Millennium (Thailand) Company Limited, herein after referred to as new investor, which the Company is currently a preference shareholder, with 11.11 percent of the voting rights. In this regard the Company has to pay a compensation of Baht 20 million for the termination of the agreements.

On 26 December 2002, the Company arranged for the new investor to enter into a land lease agreement with the Office of National Buddhism, to comply with the reciprocal agreement with that new investor dated 16 August 2002.

(UNAUDITED BUT REVIEWED)

Agreement 2:
Lease agreement with an individual

The period of the lease was 30 years commencing on 1 January 1999. Upon termination of the lease, the Company was not permitted to demolish the buildings or premises but was entitled to extend the lease term or to sell the buildings to the lessor at a price of Baht 0.2 million. Since the Company had outstanding rental amounts payable to the lessor, the Company recorded accrued interest based on the Company’s own calculation. Such amount may thus have differed from the actual amount payable. On 3 March 2003, the Company terminated the agreement with the lessor and, as the Company was not obligated to pay any compensation or outstanding interest to the lessor. In the first quarter of 2003, it therefore reversed the amount payable and related accrued interest it had accrued in its accounts, together totaling Baht 111 million, to other income in the earnings statement.

In 1997, the Company entered into an agreement with a related company to sub-lease all project space remaining after the Company had executed lease agreements with approximately 970 customers. In addition, the Company allowed the related company to provide services and collect what it considered to be appropriate service fees from the lessees itself, and to use the leasehold rights as collateral for its credit facilities. That related company agreed to pay the Company a total of Baht 1,645 million from the 12th to the 30th month after the effective date of that sub-lease agreement. In addition, the Company entered into an agreement to sell Baht 100 million of intangible assets of the project to the related company. Due to the economic crisis, the Company and the related company were not able to comply with the conditions in the agreements and the Company did not receive any of the remuneration from the related company. For prudent reasons, the Company did not record the transactions related to the agreements in its accounts. To comply with the reciprocal agreement dated 16 August 2002 with a new investor, the Company terminated the two agreements with this related company on 6 March 2003.

The abovementioned reciprocal agreement which was executed with a new investor on 16 August 2002, was approved by an extraordinary general meeting of the shareholders of the Company on 30 August 2002. The significant conditions of the agreement are as summarised below:-

(UNAUDITED BUT REVIEWED)

Reciprocal obligations of the new investor

1.
Find sources of funding and loans for completion of the construction of the project building under the lease agreement with the Office of National Buddhism and other individuals. 


(At present, the new investor has completed the construction of some parts of the project, including the shopping arcade building, with 78 percent (31 December 2003 : 74 percent)  of the total selling space in the Podium area having already been sold. With regard to the 3 high-rise buildings, the completion of the structure has reached 84 percent (31 December 2003 : 70 percent).)

2.
Accept responsibility for resolution of the problem of leasehold deposits totaling no more than Baht 537 million which the Company received from its original customers.


(On 15 December 2003, the new investor stated that most of the amount had been successfully dealt with, with the customers entering into new contracts with the new investor and canceling their rights of claim over the Company granted by their old contracts totaling Baht 330 million. Furthermore, the new investor confirmed its responsibility for the leasehold deposits of the project and for contacting the remaining customers. In the fourth quarter of 2003, the Company reversed “Deposits for leasehold rights received from customers under agreements”, amounting to Baht 536.2 million, to revenue in the earnings statement.)

3.
Transfer the leasehold to the Podium area, valued at a total of Baht 1,200 million, to the Company, or make cash payment of Baht 1,200 million to the Company within 3 years.

4.
Pay an additional Baht 300 million to the Company 3 years after the date of the issuance or distribution of preference shares to the Company.

5.
Issue or distribute Baht 300 million cumulative preference shares to the Company.


(The Company invested in these preference shares on 7 March 2003 (Note 6).)

(UNAUDITED BUT REVIEWED)

6.
Grant the Company an option to invest in the construction of one of three high-rise buildings.


(On 4 November 2003, the Company confirmed that it would exercise its option to invest in the construction of the building. On 9 February 2004, the Company entered into a memorandum with the new investor to set a transfer price for the building. The price will consist of a maximum of Baht 450 million for construction costs and a maximum of Baht 150 million for decoration costs. On 30 March 2004, the Company entered into an agreement to lease the building to obtain legal rights to the high rise building under construction. The transfer price for the structure of the building was Baht 450 million which was referenced by the pricing policy described in Note 5. The lease period is 30 years, from 1 January 2004 to 31 December 2033. The Company registered the leasehold right with Land Department on 6 May 2004. In the first quarter of 2004, the Company recorded the compensation paid for this leasehold as an inventory (Note 2).) 

Reciprocal obligations of the Company

1.
Terminate the sub-lease agreement made with a related company. 


(The Company cancelled the agreement on 6 March 2003.)

2.
Terminate the project management agreement made with a company. 


(The Company cancelled the agreement on 13 March 2003.)

3.
Invest in preference shares of Great China Millennium (Thailand) Company Limited for not less than 3 years. 


(The Company invested in these preference shares on 7 March 2003.)

4.
Arrange for the new investor to enter into a land rental agreement directly with the two lessors. (The Company arranged for the new investor to enter into the rental agreement directly with the two lessors on 26 December 2002 and 3 March 2003.)

(UNAUDITED BUT REVIEWED)

Since the Company fulfilled its obligations under the reciprocal agreement in the first quarter of 2003 and is in the process of transferring the legal ownership of the land forming a part of the project to the new investor, the Company recorded the disposal of “Leasehold rights and construction in progress” which is the development cost of the project. The cost of the “Leasehold rights and construction in progress” was Baht 2,643 million and its book value net of provision for impairment loss was Baht 1,434 million. In this regard, the Company recorded “Remuneration receivable under reciprocal agreement - related company” of Baht 1,500 million in the balance sheet and reversed provision of Baht 66 million for impairment of leasehold rights and construction in progress to revenue in the earnings statement.  On 31 March 2004, the Company transferred the legal ownership of the land forming a part of the project to the new investor.

4.
CASH PAID UNDER AGREEMENTS
Cash paid under agreements represents the payment made to financial institutions in accordance with the conditions of the debt restructuring agreements and the memorandum of repayment (Note 7). The Company is however in the process of negotiating with its lenders since it has been unable to comply with all of the conditions stipulated in the above debt restructuring agreements and memorandum, and therefore the cash payment transactions are recorded in suspense accounts in the balance sheets.

5.
RELATED PARTY TRANSACTIONS
During the period, the Company had significant business transactions with related companies (related by the way of common shareholders or common directors), directors and related persons. Such transactions, which have been concluded on the terms and basis determined by the Company and those parties and were in the ordinary course of business, are summarised below:-

(UNAUDITED BUT REVIEWED)

	
	
	(Unit : Million Baht)

	
	For the three-month period ended 30 June
	For the six-month period ended 30 June

	
	2004
	2003
	2004
	2003

	Transactions with related companies
	
	
	
	

	Service income
	3
	-
	3
	-

	Interest income
	-
	1
	-
	2

	Interest expenses
	-
	2
	7
	5

	Average lending (weighted average outstanding 
	
	
	
	

	   balance at month-end)
	82
	491
	82
	491

	Average loan (weighted average outstanding 
	
	
	
	

	   balance at month-end)
	560
	504
	590
	359

	Remuneration for leasehold right to building under construction
	-
	-
	450
	-

	Transfer of property project under reciprocal agreement (Note 3)
	-
	-
	-
	1,500

	Debt settlement on behalf of the Company
	19
	153
	54
	158

	Sales of assets
	-
	73
	-
	73

	Transactions with directors and related persons
	
	
	
	

	Average loan (weighted average outstanding balance at month-end)
	74
	83
	90
	86

	Debt settlement on behalf of the Company 
	5
	-
	5
	20


On 17 May 2004, the Company entered into an agreement with a related company to render consultant services and is to receive a compensation of Baht 2 million per month.

The outstanding balances of the above transactions are shown as separate items in the balance sheets as follows :

	
	(Unit : Thousand Baht)

	
	30 June 2004
	31 December 2003

	
	
	(Audited)

	Amount due from related company
	
	

	Great China Millennium (Thailand) Company Limited
	3,210
	-

	Remuneration receivable from reciprocal agreement - related company
	
	

	Great China Millennium (Thailand) Company Limited
	895,500
	1,500,000

	Less : Current portion
	(195,500)
	(400,000)

	Long – term portion
	700,000
	1,100,000


(UNAUDITED BUT REVIEWED)

According to the reciprocal agreement, Baht 300 million of the “Remuneration receivable under reciprocal agreement” is to be received in cash within 7 March 2006, and Baht 1,200 million is to be received in the form of cash or leasehold rights in the Podium area with the same value, in three installments of Baht 400 million each, within 3 March 2004, 3 March 2005 and 3 March 2006. However, the Company agreed on 9 February 2004 to net the costs of the construction and decoration of the “Tower” to be transferred from this related company against “Remuneration receivable under reciprocal agreement”. As discussed in Note 3, on 30 March 2004, the Company entered into a building lease agreement with the related company to obtain the legal rights to the Tower. The company would compensate Baht 450 million in return. In accordance with the agreement, the Company netted the remuneration payable for the lease against “Remuneration receivable under reciprocal agreement”.


The Baht 450 million remuneration paid for the lease was fixed on the basis of replacement cost, as determined by an independent valuer in November 2003. The appraised value using this approach was Baht 461 million.

	
	(Unit : Thousand Baht)

	
	30 June 2004
	31 December 2003

	
	
	(Audited)

	Advances to, loans to and interest receivable from related companies
	
	

	Fairhaven Co., Ltd.
	107,540
	107,540

	Akaraphol Land and Building Co., Ltd.
	-
	33,547

	Multiviews Co., Ltd.
	1,716
	1,716

	Total
	109,256
	142,803

	Less : Allowance for doubtful debts
	(109,256)
	(109,256)

	Net
	-
	33,547


Loans to related companies are repayable at call, carrying interest at rates of 14.5 - 18.0 percent per annum, and are not collateralised. The Company has ceased to recognise interest income on most of these loans since it is anticipated that the interest will not be collectible.

(UNAUDITED BUT REVIEWED)

	
	(Unit : Thousand Baht)

	
	30 June 2004
	31 December 2003

	
	
	(Audited)

	Advances from, loans from and interest payable to related companies
	
	

	Great China Millennium (Thailand) Company Limited
	508,475
	547,743

	Akaraphol Land and Building Co., Ltd.
	32,538
	100,532

	Suparom House Co., Ltd.
	26,045
	18,600

	
	567,058
	666,875


As at 30 June 2004, loans of Baht 508.5 million (31 December 2003 : Baht 566.3 million) from related companies are repayable at call and not subject to interest charge.

As at 31 December 2003, loans of Baht 100.5 million from a related company carried interest at a rate of 16.31 percent per annum. On 30 January 2004, the Company entered into a memorandum of understanding with a related company to off set the amount due between the two parties as at               31 December 2003 to the net Baht 66.9 million owed by the Company, consisting principal of Baht 32.5 million and accrued interest of Baht 34.4 million. In addition, it was agreed that the Company will pay the loan principal in installments within 31 December 2004. The memorandum also granted a waiver of the accrued interest (in the first quarter of 2004, the Company reversed the waived accrued interest of Baht 34.4 million to income in the earnings statement). 

As discussed in Note 2, on 15 and 31 June 2004, the Company entered into an agreement with another related company to repay the loan as at 31 December 2003 of Baht 18.6 million. In this regard, the Company is to bear interest at an estimate of 15 percent per annum.

(UNAUDITED BUT REVIEWED)

Borrowings from a director and related individuals are repayable at call, are uncollateralised, and do not carry interest, except for one Baht 20.0 million loan from a former director which carries interest at a rate of 16.31 percent per annum. On 1 July 2003, the Company entered into a memorandum of repayment with the former director, whereby the director agreed not to charge interest from 1 January 2003 onwards, and the Baht 35.9 million of indebtedness is to be repaid in monthly installments of not less than Baht 1.1 million each. With reference to the memorandum, the Company should have repaid not less than Baht 13.2 million  by 30 June 2004 (31 December 2003 : Baht 6.6 million). Nonetheless, the Company was able to repay only Baht 7.9 million (31 December 2003 : Baht 4.9 million).  The Company has not accrued default interest after 1 January 2003 since the Company believes the lender will waive such interest.


On 6 March 2003, the Company entered into a memorandum of understanding with two related companies to cancel a sub-lease agreement (Note 3), an intangible assets sales agreement (Note 3) and a construction agreement. 


In the second quarter of 2003, the Company sold a plot of land awaiting development with a net book value of approximately Baht 28 million (cost of Baht 148 million and provision for impairment of Baht 120 million) to a related company, at a price of Baht 45 million. The Company recorded the consequent gain by reversing Baht 17 million of the provision for impairment of the land to income in the earnings statement. The selling price was fixed with reference to official appraisal values reported by an independent valuer on 2 June 2003 (The independent valuer appraised the value of the land at Baht 33 million, using the Market Comparison Approach).


In the second quarter of 2003, the Company sold a land and office building to a related company for Baht 28 million, with a Baht 13 million gain on the sale. The selling price was fixed with reference to official appraisal values reported by an independent valuer on 27 December 2002 (The independent valuer appraised the value of the land at Baht 27 million, using the Market Comparison Approach).

(UNAUDITED BUT REVIEWED)


On 19 December 2003, the Company agreed to net its debts with two related companies, representing an amount due from one company of Baht 485 million and amounts due to the two companies totaling Baht 336 million. Moreover, under the memorandum, one of the two related companies agreed to pay and be responsible for the Company’s Baht 118 million debt to a trade creditor (the Company has informed the creditor of this netting agreement, but no response has been received from the creditor). This resulted in a loss of Baht 31 million for the Company, but the Company had already set aside full allowance for doubtful debt in the first quarter of 2003. In the fourth quarter of 2003, the Company recorded the transactions related to this agreement by writing off the amount of Baht 485 million due from one related company, the amounts totaling Baht 336 million due to the other related companies, the account payable of Baht 118 million, and the allowance for doubtful debt of Baht 31 million from the balance sheet.

6.
OTHER INVESTMENTS


On 7 March 2003 the Company invested in 3 million preference shares of Great China Millennium (Thailand) Company Limited at Baht 100 each, for a total of Baht 300 million, to comply with the reciprocal agreement dated 16 August 2002 (Note 3). The company’s registered capital consists of 6 million ordinary shares with a par value of Baht 100 each and 3 million preference shares with a par value of Baht 100 each. 

The Company has 11.11 percent of the voting rights in this company and is entitled to a 2% cumulative preferential annual dividend.

7.
DEFAULTED LOANS UNDER NEGOTIATION / LIABILITIES UNDER DEBT RESTRUCTURING AGREEMENT


The Company has been unable to comply with conditions stipulated in loan agreements and debt restructuring agreements. The Company classified the principal of these loans as current liabilities in the balance sheet under the caption of “Defaulted loans under negotiation”. Part of accrued interest expenses have been calculated based on the Company’s own calculation, using an interest rate lower than the highest rate stipulated in the loan agreements which the lenders could charge, since the Company is in the process of negotiating with its lenders to restructure the loan conditions. The Company believes that the negotiation will not result in losses in excess of the amount of indebtedness it has already recorded in its accounts.

(UNAUDITED BUT REVIEWED)


As discussed in Note 4 to the financial statements, the Company recorded the payments which the Company has been unable to comply with the conditions of the agreements, as assets in the balance sheets and has not yet to reduce its indebtedness since the Company cannot to be confident that it can comply with the conditions of the agreement. The Company is liable for the full amount of the indebtedness if it defaults on repayment.


The Company entered into agreements with various creditors, under which it was agreed to revise loan repayment conditions as summarised below :-

1. An agreement made was with a Mutual Fund on 30 April 2003, under which the lender agreed to reduce indebtedness and change the interest rate, with a total of Baht 34.0 million, together with  interest at a rate of 12 percent per annum, to be repaid on an installment basis. An amount of Baht 12 million was paid by the Company on 3 April 2003 and the remainder was to be paid in monthly installments of Baht 1.2 million until 30 September 2004. As at 30 April 2003, total indebtedness amounting to Baht 169.3 million (principal of Baht 80.2 million and accrued interest payable of Baht 89.1 million) was recorded by the Company. However, the Company was unable to make payment according to the agreement and on 22 April 2004, the Company entered into an agreement with the lender whereby the Company was to repay the remaining debt by 30 April 2004, and the Company repaid such debt in April 2004. In the second quarter of 2004, the Company therefore recorded the difference between the recorded indebtedness and the Baht 36.5 million repaid as a Baht 132.8 million gain from debt restructuring. The amount is presented as an extraordinary item in the earnings statement.

2.
On 9 March 2004, a local bank agreed to reduce the Company’s indebtedness to Baht 33.0 million, but full repayment must be made by March 2004. However, the Company repaid the full amount in April 2004. This was formally in permitted by the bank without calling default to the Company. In the second quarter of 2004, the Company therefore recorded the difference between the Baht 56.6 million (principal of Baht 25.0 million and accrued interest payable of Baht 31.6 million) of recorded indebtedness and the amount repaid as a Baht 23.6 million gain from debt restructuring. The amount is presented as an extraordinary item in the earnings statement.

(UNAUDITED BUT REVIEWED)

3.
In 1997, following the suit by a financial institution, the Civil Court ordered the Company to repay Baht 24.2 million for the loan from that financial institution. On 18 May 2004, the Company filed a motion to compromise with the Bankruptcy Execution Division, requesting to repay only Baht 13 million. Baht 1.5 million was paid on that day and the remaining Baht 11.5 million is being requested to be paid over 12 monthly installments of not less than Baht 1 million each, with interest at MLR per annum. Nonetheless, the Company has not made any payment according to the compromise requested.

4.
The Company entered into a debt restructuring agreement with Asset Management Corporation (AMC) in 2000. In accordance with the conditions of the debt restructuring agreement, the Company transferred the legal titles to most of the collateral to settle its debts. However, due to certain unfavorable circumstances, the Company failed to make repayment as stipulated in the debt restructuring agreement. As a result, several amendments to the agreement were made. Under the latest amendment (number 5), dated 1 March 2004, the lender agreed to accept repayment of Baht 257 million from the Company (principal of Baht 216 million and accrued interest payable together with compensation for late interest payment amounting to Baht 41 million), with the payment conditions to be as follows;


-
Pay Baht 25 million (principal of Baht 15 million and accrued interest payable of Baht 10 million) within 30 January 2004 to cancel the mortgage of the collateral.


-
Pay the remaining Baht 232 million (principal of Baht 201 million and accrued interest payable of 31 million) within 30 March 2004.


The Company paid the Baht 25 million on 30 January 2004, but did not pay the remaining Baht 232 million by 30 March 2004. However, the Company repaid Baht 10 million on 31 March 2004, and on 2 April 2004 the Company received notification of the passage of a resolution of the Board of AMC, who is responsible for negotiation of the debt restructuring with the Company, to extend the scheduled repayment date for the remaining amount to 30 April 2004, without calling default on the Company under the agreement. However, by 12 May 2004, the Company had repaid the indebtedness to AMC in full.

(UNAUDITED BUT REVIEWED)


On 31 December 2003, the date the Company entered into the fourth amendment agreement with AMC, the Company was confident that it will be able to pay the remaining loan within the new timeframe since at that time the Company was in the process of calling up additional capital from its capital increase (Note 9) which is one of various sources of cash flows for repayment of the remaining debt. At that date, the Company therefore adjusted the balance of the loan from AMC and recorded the transactions resulting from the aforementioned debt restructuring agreement, resulting in a Baht 1,295 million gain from debt restructuring, presented as an extraordinary item in the earnings statement. This gain from debt restructuring represents the difference between the Baht 1,836 million (principal of Baht 896 million and accrued interest payable of Baht 940 million) of recorded indebtedness, and the Baht 257 million of principal and accrued interest payable up to 31 March 2004 under the debt restructuring agreement, the net book value of project development transferred to AMC in 2000 and 2001, and the cash payments made totaling Baht 284 million. The loan balance after restructuring as at 31 December 2003 of Baht 257 million was recorded as “Liabilities under debt restructuring agreement” in the balance sheet. 

5. On 30 November 2001, the Company entered into a memorandum of agreement with a finance company to repay debt in accordance with a court judgement, with the lender agreeing to reduce the Company’s indebtedness to Baht 10.0 million, which would be repaid over 26 monthly installments. The Company defaulted on the loan in 2003, but in the first quarter of 2004, it repaid all indebtedness plus a penalty of Baht 5.5 million. The Company recorded the difference between the Baht 46.2 million (principal of Baht 21.3 million and accrued interest payable of Baht 24.9 million) of recorded indebtedness and the amount repaid as a Baht 30.7 million gain from debt restructuring. The amount is presented under the caption of extraordinary item in the earnings statement.

6. A debt restructuring agreement with an asset management company dated 22 December 2003, under which this creditor agreed to reduce the Company’s indebtedness to Baht 30.2 million. The Company repaid this amount in full on the contract date and recorded the difference between the Baht 67.1 million of recorded indebtedness (principal of Baht 30 million and accrued interest payable of Baht 37.1 million) and the amount repaid as a Baht 36.9 million gain from debt restructuring. The amount is presented under the caption of extraordinary item in the earnings statement.

(UNAUDITED BUT REVIEWED)

7. An agreement made with a commercial bank on 18 September 2003, under which the lender agreed to reduce the Company’s indebtedness to Baht 8.0 million. In the third quarter of 2003, the Company repaid this amounts in full and therefore recorded the difference between the Baht 14.4 million (principal of Baht 11.6 million and accrued interest payable of Baht 2.8 million) of recorded indebtedness and the amount repaid as a Baht 6.4 million gain from debt restructuring. The amount is presented under the caption of extraordinary item in the earnings statement.

8. A memorandum of repayment with a finance company dated 21 May 2003, under which the lender agreed to reduce the Company’s indebtedness to Baht 22.5 million. In the second quarter of 2003, the Company repaid this amount in full, and therefore recorded the difference between the Baht 56.4 million of recorded indebtedness (principal of Baht 30.0 million and accrued interest payable of Baht 26.4 million) and the amount repaid as a Baht 33.9 million gain from debt restructuring. The amount is presented under the caption of extraordinary item in the earnings statement.

9. A debt restructuring agreement with Thai Asset Management Corporation dated 2 May 2003, under which the lender agreed to reduce the Company’s indebtedness to Baht 120 million. In the second quarter of 2003, the Company repaid this amount in full and therefore recorded the difference between the Baht 614.5 million of recorded indetedness (principal of Baht 266.8 million and accrued interest payable of Baht 347.7 million) and the amount repaid as a Baht 494.5 million gain from debt restructuring. The amount is presented under the caption of extraordinary item in the earnings statement.

An agreement made with Thai Asset Management Corporation, under which the lender agreed to reduce the Company’s indebtedness 3 years after the restructuring date and when it has complied with certain conditions. The Company believes it has already complied with these conditions and has therefore written off its liabilities, on the assumption that the lender has already released the Company from its debt obligations.

The Company’s loans are secured by the mortgage of most of the Company’s land, and the guarantees of directors and related parties of the Company.

(UNAUDITED BUT REVIEWED)

8.
LOANS FROM OTHER PARTIES AND ACCRUED INTEREST EXPENSES
Loans from other parties carry interest at rates of 16.25-21.00 percent per annum and are repayable at call. The Company entered into memorandums of understanding with two lenders, the conditions of which can be summarised as follows :-

a)
A memorandum of understanding with a lender dated 15 March 2003 (revised on 1 April 2003), whereby it was agreed that the lender would not charge interest from 1 January 2003 onwards, and the Baht 27.2 million of indebtedness as at 1 April 2003 was to be repaid in monthly installments of not less than Baht 3.0 million each. However, until 30 June 2004, the Company was able to repay only Baht 26.2  million (31 December 2003 : Baht 18.9 million). The Company is in the process of negotiating with the lender. The Company has not accrued default interest after 1 January 2003 since the Company believes the lender will waive such interest charge.

b)
A memorandum of understanding with another lender dated 30 January 2004, whereby it is stipulated that the Company is to make full payment on the outstanding principal as at 31 December 2003 of Baht 27.0 million in installments within 31 December 2004. In addition, a haircut of the Baht 33.5 million accrued interest payable as at 31 December 2003 was granted to the Company. In the first quarter of 2004, the Company reversed the waived accrued interest of Baht 33.5 million to income in the earnings statement.


The Company had a loan from other company which carries interest at the rate of 15 percent per annum, and was guaranteed by a party related to the Company. The Company had been unable to repay the principal and interest on this loan, and on 11 March 2002, the Company entered into a memorandum of payment drawn up in accordance with a court judgment, whereby the lender agreed to reduce the Company’s indebtedness to Baht 12.4 million. In the second quarter of 2003, the Company repaid the agreed amount in full and recorded the difference between the Baht 19.3 million liabilities recorded and the amount repaid as a Baht 6.9 million gain from debt restructuring. The gain was presented as a part of an extraordinary item in the earnings statement.

(UNAUDITED BUT REVIEWED)

9.
SHARE CAPITAL


On 15 December 2003, an extraordinary meeting of the Company’s shareholders approved the following :-

a. To reduce the registered capital from Baht 929 million to Baht 809 million, consisting of 80.9 million ordinary shares with a par value of Baht 10 each.

b. To increase registered capital by Baht 1,200 million, from Baht 809 million to Baht 2,009 million, by issuing 120 million ordinary shares with a par value of Baht 10 each, at a price of Baht 1.70 per share.


With the approval of the shareholders, the Company registered the reduction in its registered capital to Baht 809 million on 30 December 2003 and registered the increase in its registered capital to Baht 2,009 million on 6 January 2004. On 12 May 2004, the Company received the subscriptions to the additional shares from the shareholders in full, and registered the increase in its paid up capital to Baht 2,009 million.

10.
CORPORATE INCOME TAX

No corporate income tax is payable on earnings for the period, after adjusting for income/expenses which are non-deductible for tax computation purposes and deducting tax losses brought forward from previous years.

11.
COMMITMENTS AND CONTINGENT LIABILITIES 


1.
Up to the date of this report, the Company has been sued by numerous lenders and other creditors in various cases, summarised below :-


-
Lenders have sued for the repayment of loans and related accrued interest, which indebtedness of Baht 48 million has been recorded by the Company as at 30 June 2004 (31 December 2003 : Baht 151 million). The court ordered the Company to pay debt of Baht 24 million (31 December 2003 : Baht 72 million) plus interest as from the date of the court judgment, but the Company has yet to repay such debt and is in the process of negotiating with the lenders. The Company believes the negotiations will not result in losses exceeding the amount it has already recorded.

(UNAUDITED BUT REVIEWED)


-
Other creditors and customers of the Company’s property development projects have sued for repayment of debt and the return of installment payments and deposits, as of 30 June 2004 totaled Baht 30 million (31 December 2003 : Baht 27 million). The Company has already entered into compromise agreements with the plaintiffs in most cases. Baht 12 million (31 December 2003 : Baht 11 million) of the total Baht 30 million is born by the new investor (Note 3) and the remaining obligations are recorded in full in the accounts. The Company is currently in the process of making payments to the plaintiffs.


-
In 2001, the Company mortgaged its land and construction thereon (Note 2) as collateral for a related company’s loan from a financial institution. Under the mortgage agreement, the Company is liable for the full amount of the loan if the assets are foreclosed to settle the debt. In July 2004, the financial institution sued the related company and the Company, as the mortgagor, to enforce payment of  the loan or to foreclose on the assets to settle the debt. The Company does not expect to suffer any loss in excess of the amount it has recorded in the accounts since the fair value of the collateral exceeds the liability of the related company to the financial institution and, in March 2004, the Company agreed with the related company that the Company would be responsible only for repayment of principal of Baht 18.6 million, together with related interest, (discussed in Note 2). Such indebtedness has been recognised by the Company in full.

2.
As at 30 June 2004, there are outstanding bank guarantee totaling Baht 0.3 million (31 December 2003 : Baht 0.3 million) issued in the normal course of business of the Company.


3.
As of the date of this report, the Company has guaranteed commitments to a number of its property development project customers and the Company has been sued as a guarantor of certain customers with claims totaling Baht 6 million. The Court ordered the Company and the customers to pay Baht 6 million. As at the balance sheet date, the Company has not set aside any provision for these cases since the Company believes no material loss will result.


4.
A creditor sued the Company for bankruptcy because the Company had overdue construction payments of Baht 118 million. The Company entered into a compromise agreement with this creditor in 1996, but has yet to make payment. On 19 December 2003, a related company agreed to pay the creditor on behalf of the Company and in the fourth quarter of 2003, the Company recorded the offset of the payable against the amount due to that related company (the Company has informed the creditor of this offsetting but no response has been received from the creditor).

(UNAUDITED BUT REVIEWED)


5.
On 20 December 2003, the Company entered into an agreement to buy a land from Ms. Sumonmas Lipisoonthorn. The contracted amount is Baht 1,043 million and the Company paid Baht 10 million on the contract date with the remaining amount of Baht 1,033 million to be paid under the following conditions.



-
No less than Baht 400 million to be paid in cash on the date transfer of ownership is registered (within May 2004).



-
The remaining Baht 633 million to be paid by issuing new shares of the Company within 45 days from the date transfer of ownership is registered. The number and the price of the shares to be issued must not be less than the price set by a financial consultant authorized by the Securities and Exchange Commission.



However, the Company did not process the transfer of land ownership within the timeframe stipulated in the agreement. On 25 May 2004, the Company entered into an agreement with the seller to postpone the deadline for registration of the transfer of land ownership to 30 November 2004 whereby the Company must pay an additional Baht 30 million.
The above purchase price was fixed with reference to the appraised value reported by an independent valuer on 4 February 2004. The independent valuer appraised the assets using the Residual Cost Approach, whereby the appraisal value of the above land was Baht 1,158 million.

12.
FINANCIAL INFORMATION BY SEGMENT

The Company’s operations involve principally a single industry segment, property development, and are carried on in the single geographic area of Thailand.  As a result, all of the revenues, operating profits (losses) and assets as reflected in these financial statements pertain to the aforementioned industry segment and geographic area.

13.
APPROVAL OF FINANCIAL STATEMENTS

These financial statements have been approved by the Company’s directors.
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