THAI DURABLE GROUP PUBLIC COMPANY LIMITED 

(Formerly Thai Durable Textile Public Company Limited)

Notes to Interim Financial Statements

June 30, 2004 and 2003 (Reviewed) 

and December 31, 2003 (Audited)

1.
BASIS OF INTERIM FINANCIAL STATEMENT PREPARATION 

The accompanying interim financial statements have been prepared in Thai Baht and in Thai language, in conformity with generally accepted accounting principles 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 focus 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.

The accompanying interim financial statements have been prepared under the historical cost convention except for those specified in the notes to the annual and interim financial statements.

The Company did not present the interim consolidated financial statements since the financial statements of the subsidiaries are immaterial.

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

2.
GOING CONCERN

The Company has suffered recurring loss from operations.  Cost of sales for the six-month period ended June 30, 2004 exceeded net sales for the six-month period ended June 30, 2004 by Baht 63.4 million.  Net loss for the six-month period ended June 30, 2004 amounted to Baht 151.2 million.  The Company incurred negative cash flows from operating activities for the six-month period ended June 30, 2004 amounted to Baht 339.3 million.  These factors raise substantial doubt about the Company’s ability to continue as a going concern.  The accompanying financial statements have been prepared assuming that the Company will continue as a going concern.  The financial statements do not include any adjustments relating to the recoverability and classification of asset carrying amounts or the amounts and classification of liabilities that might be necessary should the Company be unable to continue as a going concern.

Management is of the opinion that the going concern basis of presentation is appropriate because the Company:  a) obtained new loans, with longer due dates, to settle the restructured debt (see Note 7)  b) increased its capital as mentioned in Note 8  c) planned to purchase machinery and equipment as mentioned in Note 9.  The new machinery and equipment should improve the Company’s productivity and efficiency, then resulting in an improvement of the liquidity and profitability of the Company. 
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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 the three-month and six-month periods ended June 30, 2004 and 2003 are similar to those have been applied to the financial statements for the year ended December 31, 2003.

Loss per Share

Loss per share is determined by dividing the net loss by the weighted average number of shares outstanding during the period (398,605,000 shares for the three-month period ended June 30, 2004, 368,421,923 shares for the six-month period ended June 30, 2004; and 423,253,521 shares for the three-month and six-month periods ended June 30, 2003). During the year 2003, the Company changed the par value of the shares from Baht 10 par value to Baht 7.10 par value.  This resulted in a change in the weighted average number of common shares outstanding during 2003 (for computation of loss per share) from 300,510,000 shares to 423,253,521 shares.

4.
TRADE ACCOUNT RECEIVABLES - NET

The aging analysis of trade account receivables as at June 30, 2004 and December 31, 2003 are as follows: 

	
	In Thousand Baht

	
	June 30,
	
	December 31,

	
	2004
	
	2003

	
	
	
	

	Less than 3 months 
	55,654
	
	57,604

	From 3 months to 6 months 
	2,743
	
	1,083

	From 6 months to 12 months
	7,121
	
	15,150

	Over 12 months 
	31,193
	
	21,926

	Total 
	96,711
	
	95,763

	Less allowance for doubtful accounts 
	38,411
	
	38,475

	Net
	58,300
	
	57,288
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5.
INVESTMENT IN SUBSIDIARY - AT EQUITY METHOD

	
	
	
	
	                            In Thousand Baht


	
	
	
	
	
	       Investment - At

	

	
	
	
	
	
	       Equity Method

	

	
	Country of
	Type of 
	%
	Cost/Paid-up
	June 30,
	December 31,
	

	             Investee

	Incorporation
	     Business

	Owned 
	    Capital

	    2004

	       2003

	Dividends 

	
	
	
	
	
	
	
	

	
	The British 
	Holding
	
	
	
	
	

	TDT (BVI) Limited 
	Virgin Islands
	Company
	100
	5,630
	-
	-
	-

	and its wholly-owned
	
	
	
	
	
	
	

	subsidiary:
	
	
	
	
	
	
	

	TDT (HK) Limited
	Hong Kong
	Dormant
	
	
	
	
	


6.
PROPERTY, PLANT AND EQUIPMENT - Net

The Company’s land is stated at appraisal value (based on reports of an independent appraisal firm dated September 19, 2002).  The increment of Baht 884.8 million is shown as “Revaluation increment in land” under “Shareholders’ Equity”.  The revaluation increment in land is not available for dividend distribution.

Major portion of the Company’s property, plant and equipment have been used as collateral for short-term loans from financial institutions and long-term loans. 

7.
LONG-TERM LOANS

	
	In Thousand Baht

	
	June 30,
	
	December 31,

	
	2004
	
	2003

	Loan from bank, interest at LIBOR plus 3.5% per annum,
	
	
	

	payable in 59 equal monthly installments of US$ 40,100
	
	
	

	from September 2003, and US$ 39,732.84 in August 2008
	82,251
	
	89,221

	
	
	
	

	Loan from bank, interest at maximum loan rate per annum,
	
	
	

	payable in 120 monthly installments from December 2004
	
	
	

	(This loan was used to settle restructured debt)
	219,527
	
	219,527

	Total
	301,778
	
	308,748

	Less  Current portion
	  23,244
	
	  19,622

	Net
	278,534
	
	289,126
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8.
SHARE CAPITAL AND SHARE WARRANTS 
At the extraordinary shareholders’ meeting held on September 29, 2003, the shareholders approved: 

a) A reduction of the Company’s authorized share capital from Baht 5,018,517,000 to Baht 
3,005,100,000 (300,510,000 common shares at Baht 10 par value) by cancelling 
201,341,700 shares which have not been issued and sold.

b)
Transfer of premium on shares of Baht 120,000,000 and legal reserve of Baht 21,180,000 to set off against the deficit of the Company.

c)
A reduction of the Company’s authorized share capital from Baht 3,005,100,000 to Baht 2,133,621,000 (300,510,000 common shares at Baht 7.10 par value) by reducing the par value of the shares from Baht 10 per share to Baht 7.10 per share to set off against the Company’s deficit of Baht 871,479,000.

d)
An increase of the Company’s authorized share capital from Baht 2,133,621,000 to Baht 4,924,645,200 (693,612,000 common shares at Baht 7.10 par value), by issuing 393,102,000 new common shares at Baht 7.10 par value.

e)
Issuing and offering up to 153,102,000 units of warrants, with maturity term of not exceeding 3 years, in accordance with the terms and conditions specified by the Company. 60,102,000 units of warrants will be allotted to existing shareholders in the ratio 1 warrant to 5 common shares. The balance of 93,000,000 units of warrants will be allotted to specific investors and/or institutional investors.

f)
Allotting of 393,102,000 newly issued common shares as follows:

-
Not exceeding 240,000,000 common shares, by offering to specific investors and/or institutional investors.

-
Not exceeding 60,102,000 common shares to support the exercise of rights of warrants issued and offered to existing shareholders.

-
Not exceeding 93,000,000 common shares to support the exercise of rights of warrants issued and offered to specific investors and/or institutional investors.
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The Company registered the reduction of the authorized share capital to Baht 3,005,100,000 with the Ministry of Commerce in October 2003, and the reduction of the authorized share capital and paid-up share capital from Baht 3,005,100,000 to Baht 2,133,621,000 in December 2003.
The Company registered the increase of the authorized share capital to Baht 4,924,645,200 with the Ministry of Commerce in February 2004.

In February 2004, the Company issued 98,095,000 common shares at Baht 4 per share, increasing its issued and paid-up share capital of Baht 696,474,500 and the discount on common shares of Baht 308,066,300 (including related expense of Baht 3,971,800).  The Company registered the increase in paid-up capital with the Ministry of Commerce in February 2004.

9.
LETTER OF INTENT

On October 21, 2003, the Company signed a letter of intent to purchase cotton spinning equipment from a foreign company at Baht 1,600 million plus or minus 15%.  This foreign company will invest in share capital of the Company at an amount equal to 25% of the cost of the cotton spinning equipment.

10.
SEGMENTATION OF BUSINESS 

	
	For six-month ended June 30, 2004

	
	(In Thousand Baht)

	
	Local Sales
	
	Export Sales
	
	Total

	
	
	
	
	
	

	Net sales
	209,596
	
	243,598
	
	453,194

	Cost of sales
	(241,993)
	
	(274,576)
	
	(516,569)

	Gross loss
	(  32,397)
	
	(  30,978)
	
	(  63,375)

	Scrap sales
	
	
	
	
	627

	Other income
	
	
	
	
	413

	Selling and administrative expenses
	
	
	
	
	(  65,732)

	Loss on foreign exchange
	
	
	
	
	(    5,824)

	Interest expense
	
	
	
	
	(  17,294)

	Net loss
	
	
	
	
	(151,185)


THAI DURABLE GROUP PUBLIC COMPANY LIMITED 

(Formerly Thai Durable Textile Public Company Limited)

Notes to Interim Financial Statements (Continued)

June 30, 2004 and 2003 (Reviewed) 

and December 31, 2003 (Audited)

	
	For six-month ended June 30, 2003

	
	(In Thousand Baht)

	
	Local Sales
	
	Export Sales
	
	Total

	
	
	
	
	
	

	Net sales
	167,369
	
	243,268
	
	410,637

	Cost of sales
	(216,286)
	
	(282,130)
	
	(498,416)

	Gross loss
	(  48,917)
	
	(  38,862)
	
	(  87,779)

	Scrap sales
	
	
	
	
	971

	Gain on foreign exchange
	
	
	
	
	4,190

	Other income
	
	
	
	
	1,637

	Selling and administrative expenses
	
	
	
	
	(  51,357)

	Interest expense
	
	
	
	
	(    5,861)

	Net loss
	
	
	
	
	(138,199)


Net sales for the three months and six-months ended June 30, 2003 include local sales of raw materials and supplies (cotton and chemicals) of Baht 5,318 thousand and Baht 41,582 thousand, respectively.

11.
CHANGE OF THE COMPANY’S NAME

At the extraordinary shareholders’ meeting held on February 20, 2004, the shareholders passed a resolution to change the Company’s name to “Thai Durable Group Public Company Limited”.  The Company registered the change of the Company’s name with the Ministry of Commerce on February 25, 2004.

12.
OTHERS

The Company was sued by a group of former employees under the Labor Court jurisdiction for termination compensation of Baht 91.7 million.  The Labor Court issued a verdict to the Company to compensate the former employees the amount of Baht 10.3 million plus the related interest.  The Company however made an appeal to the Supreme Court which has not yet been finalized.  As at June 30, 2004, the Company set up a provision for loss of    Baht 12.8 million, which management believes to be adequate to cover the possible loss from the case.    
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