TPI POLENE PUBLIC COMPANY LIMITED AND SUBSIDIARIES

Notes to Interim Financial Statements 

June 30, 2004 and 2003 (Reviewed)

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 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 to provide 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.
Other than those specified in notes to the annual and interim financial statements, the accompanying interim financial statements are prepared under the historical cost convention.
For the convenience of the readers, this English translation of the interim financial statements has been prepared from the statutory Thai language interim financial statements, which are issued for domestic financial reporting purposes.
The accompanying consolidated interim financial statements include the financial statements of TPI Polene Public Company Limited and its subsidiaries in which the Company has control or invested over 50% of their voting rights. The financial 
information of a subsidiary (TPI Concrete Company Limited) was reviewed by another auditor from the same office, and the financial information of another 4 subsidiaries, prepared by management, has not been reviewed. The subsidiaries are: 

	
	
	Country of 
	

   Percentage of Holdings


	
	Type of Business
	Registration
	

  June 30,

	December 31,

	
	
	
	  2004
	2003
	2003

	TPI Concrete Co., Ltd.
	Manufacturing and distributing

ready mixed concrete
	Thailand


	99.99
	99.99
	99.99

	TPI Polene Power Co., Ltd.
	Manufacturing and distributing

electricity and steam

(not yet operating )
	Thailand


	99.99
	99.99
	99.99

	TPI All Seasons Co., Ltd.
	Transporting ready mixed 

concrete (not yet operating)
	Thailand


	99.99
	99.99
	99.99

	Thai Proproxide Co., Ltd.
	Manufacturing and distributing

electricity (not yet operating)
	Thailand


	99.99
	99.99
	99.99

	Polene Plastic Co., Ltd.
	Manufacturing and distributing

chemical product

(not yet operating )
	Thailand


	-
	-
	-

	(TPI Polene Power Co., Ltd. hold 99.99% shareholding)
	
	
	


Significant intercompany transactions between the Company and its subsidiaries have been eliminated from the consolidated interim financial statements.

The consolidated and the Company’s financial statements for the six-month periods ended June 30, 2004 and 2003 include certain financial information of subsidiaries and associated companies, prepared by management, which has not been reviewed by an auditor. These statements of subsidiaries reflect percentage of total assets and net profit (loss) in the consolidated financial statements, including the share of profits (losses) of subsidiaries and associated companies under the equity method as follows:

	
	

Consolidated

	

The Company Only


	
	

2004

	

2003

	

2004

	

2003


	
	Subsidiaries
	Associated

Companies
	Subsidiaries
	Associated

Companies
	Subsidiaries
	Associated

Companies
	Subsidiaries
	Associated

Companies

	
Number of companies
	4
	4
	4
	4
	4
	4
	4
	4

	
Total assets (%)
	1.08
	-
	1.23
	-
	-
	-
	-
	-

	
Net profit (loss) (%)
	0.09
	-
	0.08
	-
	-
	-
	-
	-

	
Share of profits (losses)


under the equity method (%)
	-
	1.78
	-
	0.39
	0.09
	1.78
	0.08
	0.39


2. SIGNIFICANT MATTERS RELATING TO THE BUSINESS OPERATIONS OF THE COMPANY      AND ITS SUBSIDIARIES 

DEBT RESTRUCTURING

In 1999, the Company and a subsidiary agreed to participate in a restructuring program of the Bank of Thailand.  On July 20, 2000 the Company and a number of its creditors (including its major creditor) signed the Process Agreement, which included a Business Rehabilitation Plan and Master Restructuring Agreement. Consequently, the Company and its subsidiary filed petitions for reorganization of their business with the Central Bankruptcy Court on July 21, 2000.  On August 21, 2000, the Central Bankruptcy Court appointed the Company and its subsidiary as plan preparers for their own Business Reorganization Plan.

To comply with the terms and conditions stipulated in the Master Restructuring Agreement, the Company was required to repurchase debt from financial institution creditors for the consideration of USD 180 million through the voluntary debt-buy-back auction mechanism at a discount price to the face value. On November 27, 2000, the Company paid the 10% deposit of the settlement value, equivalent to USD 18 million, to the creditors, and was required to pay the remaining 90% of the settlement value by June 29, 2001, subsequently extended to August 24, 2001, as approved by the creditors.  In August 2001, one of the creditors cancelled their participation in this program, reducing the consideration by USD 4.5 million to USD 175.5 million.  The deposit reduced to USD 17.55 million, and the remaining settlement value of debt repurchase reduced to USD 157.95 million. In addition, under the terms and conditions of the Master Restructuring Agreement, the Company has an obligation to raise equity funds of USD 180 million in order to pay the said remaining 90% of the settlement value. Subsequently, at January 20, 2004, the Company successfully completed the equity fund raising in the amount of Baht 11,100 million (or USD 285 million equivalent).

On January 23, 2003, the Official Receiver requested the Court to clarify and consider the issue of whether the Planner had relinquished its duties as Planner. The Official Receiver also requested the Court that as it has not issued an order to appoint a temporary Planner as petitioned by the Creditors, the Court should allow the Official Receiver to fulfill this role on behalf of Creditors. On January 28, 2003, the Court issued its judgement stating that the issue still remains under consideration by the Court. The Court stated that the Plan Administrator shall continue to carry out its duties unless otherwise ordered by the Court. Furthermore, the Court said that as the Planner is in the process of engaging in its duties while the Court is considering the matter, the Court does not find it necessary to appoint a temporary Planner or to appoint the Official Receiver to act as a temporary Planner.

On August 27, 2003, the Company and representatives of the Creditor’s Committee and some creditors met under the supervision of the Court to discuss debt restructuring.  Krung Thai Bank Public Co., Ltd. (“KTB”) has offered to be the leader to provide a syndication loan up to USD 750 million for the Company’s debt restructuring.  In such event, KTB will appoint an independent financial advisor to conduct due diligence and a feasibility study on the Company’s debt servicing capability, which will take 4 months to complete.  Therefore, the Court ordered the mediation to be adjourned to January 21, 2004.  However, the conduct of the due diligence was not completed by that date and the mediation was postponed to April 26, 2004.

On April 26, 2004, the Mediation Panel issued an order to cease the mediation session as the Mediation Panel contemplated that the Plan Administrator has already successfully completed the equity fund raising in accordance with the Plan. Regarding the issue of refinancing, Krung Thai Bank Public Co., Ltd. is in its internal consideration process. The Company and the Creditors Committee mutually agreed to conduct further meetings to consider the new proposal for repayment of the outstanding Scheme Debt by the Company.

Currently, the Company is in the process of seeking new sources of borrowing to refinance the outstanding Scheme Debt.

REPAYMENT OF THE DEBT REPURCHASE PROGRAM

On February 24, 2004, the Company applied the proceeds from the equity fund raising to repay the Company’s and subsidiary’s participating creditors under the Debt Repurchase Program (DRP) for the remaining settlement amount under the DRP, at discount by way of depositing cashier cheques and/or drafts with the Central Bankruptcy Court in the amount of Baht 5,550 million. As at June 30, 2004, the remaining Baht 2,865 million which the DRP Participating Creditors have not collected is presented as “court deposits for debt repurchase” under current assets in the consolidated and the Company’s financial statements.

As at June 30, 2004, there are 18 and 3 DRP Participating Creditors of the Company and subsidiary respectively  which accepted the deposited cashier cheques and/or drafts for the DRP payments from the Court in the total amount of Baht 2,685 million. The Company has received cancellation letters filed by certain creditors to  terminate the DRP Program amounting to Baht 2,709 million. However, the Company is of the opinion that such creditors cannot terminate the DRP Program. 

In addition, on March 30, 2004 the Co-odinator of the Creditor’s Committee has filed a motion with the Central Bankruptcy Court to order preparation of a new repayment schedule, which included certain participating creditors under the Debt Repurchase Program (DRP) to be the debts under Debt Restructuring Agreement. Subsequently, on April 19, 2004, the Company submitted its objection against the  motion to the Central Bankruptcy Court. 

On the same date, the Court ordered the Company and Creditors to file a motion and details of Debt Repurchase Program to the Court within 45 day. However, at present, this issue is in the consideration of the Central Bankruptcy Court (see Note 14).
GOING CONCERN

As at June 30, 2004 and 2003 and December 31, 2003 the Company and its subsidiaries have a deficit of Baht 2,446 million and Baht 22,959 million and Baht 19,654 million respectively in the consolidated and the Company’s financial statements (See Note 11), and current liabilities exceeded current assets by Baht 27,395 million and Baht 44,546 million and Baht 41,207 million respectively in the consolidated financial statements and Baht 26,470 million and Baht 43,455 million and Baht 40,178 million respectively in the Company’s financial statements. Current liabilities include the Companies’ debt under debt restructuring (excluding accrued interest payable) of approximately Baht 34,019 million in the consolidated financial statements and approximately Baht 33,203 million in the Company’s financial statements.

In addition, most of its subsidiaries, associated and other related companies have also experienced liquidity problems.  The Company and its subsidiaries have accounts receivable, short-term loans, other receivables and investments from/in such companies as at June 30, 2004 and December 31, 2003 totaling Baht 245 million and Baht 214 million, respectively in the consolidated financial statements and totaling Baht 1,253 million and Baht 1,048 million, respectively in the Company’s financial statements. Realization of these assets is dependent upon future operating performance by those companies sufficient to service the restructured debt and meet operating obligations.

In 2003, the Company and an associated company reappraised the value of buildings, machinery and equipment, which resulted in the carrying amounts of total assets and shareholders’equity as at June 30, 2004 and December 31, 2003 increasing by Baht 29,105 million and Baht 29,681 million, respectively for the Company and Baht 508 million and Baht 520 million, respectively for the associated company in the consolidated and the Company’s financial statements. Eventual realization of these assets and certain related assets, at their apprasial value, is dependent on the Company and the associated company continuing as a going concern.
The financial statements of the Company and its subsidiaries have been prepared on the basis of a going concern, which assumes that the Company and its subsidiaries will realize their assets and repay their liabilities in the ordinary course of business. Should the outcome of uncertainties mentioned above not be favorable to the Company and its subsidiaries to continue as a going concern, it would likely be necessary to present the financial statements on a net realizable value basis, rather than on a going concern basis. As a result, the continuation of the Company and subsidiaries as a going concern and the realization of the carrying amount of their assets is therefore dependent upon the outcome of these uncertainties.

The financial statements as presented do not include any adjustments which would be required if the Company and certain subsidiaries are unable to continue as a going concern.

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 in 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 that have been applied in the financial statements for the year ended December 31, 2003.

4. TRANSACTIONS WITH RELATED PARTIES

The Company has transactions with its subsidiaries, associated and other related parties. Certain portions of the Company’s assets, liabilities, sales, other income, cost of sales and selling and administrative expenses represent transactions with its subsidiaries, associated and other related parties. These parties are related through common shareholders and/or directorships. Transactions with subsidiaries, associated and other related parties included in the financial statements are determined at 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 with related parties are shown as follows:

Transactions for each of the three-month and six-month periods ended June 30, 2004 are as follows:



In Thousand Baht




Consolidated


The Company Only



3 Months
6 Months
3 Months
6 Months
Subsidiaries

	Sale of goods
	-
	-
	202,552
	447,334

	Other income
	-
	-
	23,842
	52,519

	Selling and administrative expenses
	-
	-
	247
	1,178

	Interest expense
	-
	-
	13
	25




In Thousand Baht




Consolidated


The Company Only



3 Months
6 Months
3 Months
6 Months

Associates

	Other income
	24
	48
	24
	48

	Purchase of raw materials
	4,433
	8,258
	4,433
	8,258



Major shareholder

	Sale of goods
	52,211
	102,190
	51,615
	100,944

	Other income
	9
	17
	9
	17

	Purchase of raw materials
	1,279,772
	2,483,867
	1,268,636
	2,461,172

	Selling and administrative expenses
	-
	358
	-
	358


Other related parties

	Sale of goods 
	39,809
	67,478
	39,388
	66,991

	Other income
	1,603
	4,288
	1,603
	4,288

	Purchase of raw materials and spare parts
	11,695
	46,778
	11,695
	46,778

	Selling and administrative expenses
	17,811
	35,418
	17,648
	35,093


Transactions for each of the three-month and six-month periods ended June 30, 2003 are as follows:

Subsidiaries

	Sale of goods
	-
	-
	172,955
	346,349

	Other income
	-
	-
	22,534
	44,119

	Selling and administrative expenses
	-
	-
	684
	684

	Interest expense
	-
	-
	4,365
	6,957


Associates
	Other income
	10
	
10
	10
	10

	Purchase of raw materials
	4,275
	
8,325
	4,275
	8,325



Major shareholders
	Sale of goods
	
52,806
	
99,529
	
51,494
	
97,631

	Other income
	
16,569
	
35,855
	
16,569
	
35,855

	Purchase of raw materials
	
643,908
	
1,560,879
	
643,908
	
1,560,879




In Thousand Baht




Consolidated


The Company Only



3 Months
6 Months
3 Months
6 Months

Other related parties
	Sale of goods 
	
19,353
	
42,317
	
19,353
	
42,317

	Other income
	
9,122
	
18,670
	
9,122
	
18,670

	Purchase of raw materials 
	
118,349
	
227,667
	
109,884
	
209,831

	Selling and administrative expenses
	
15,589
	
31,521
	
15,426
	
31,196


The Company and its subsidiaries sell products, including cement, concrete, rock, LDPE, EVA, ammonium nitrate and steam to subsidiaries and other related parties.  Management believes that these products are sold at market prices. 

The Company and its subsidiaries purchase electricity, steam, oil and related products, and raw materials to produce plastic, paper and plastic packaging materials from related companies. In addition, the Company and subsidiaries use port facilities owned and operated by a related company at service fees deemed to be at market rates.  Management believes that these transactions are at market prices.
In regard to paper packaging materials, the Company installed paper bag machinery on location at United Grain Industry Co., Ltd. in order to hire United Grain Industry Co., Ltd. to produce cement bags using material wholly provided by the Company.  The service charge is Baht 1.10-1.30 per bag, which includes all related costs such as labor, rent, electricity, etc.
Thai Petrochemical Industries Public Co., Ltd. charges the Company for services and facilities provided for plastic manufacturing at cost. The amount charged is based on the machine capacity and the actual labor used.
Balances with related parties as at June 30, 2004 and December 31, 2003, consisted of:



In Thousand Baht




Consolidated


The Company Only



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


2004
2003
2004
2003
Trade Accounts Receivable

(Form part of the trade accounts receivable 

in the balance sheets)

Subsidiary

	TPI Concrete Co., Ltd.
	-
	-
	93,422
	172,512


Major shareholder

	Thai Petrochemical Industry Public Co., Ltd.
	16,375
	23,925
	15,880
	23,542


Other related parties

	United Grain Industry Co., Ltd.
	136
	8,656
	136
	8,656

	Thai ABS Co., Ltd.
	6
	101
	6
	85

	Thai Plastic Film Co., Ltd.
	32,155
	7,135
	32,155
	7,135

	Thai Plastic Product Co., Ltd.
	1,140
	-
	1,140
	-

	Less Excess losses from subsidiary’s investment
	
-

	

-

	

-

	(160,433)

	Total Trade Accounts Receivable 
	 49,812
	 39,817
	142,739
	   51,497


Advances to Related Parties

Subsidiaries 

	TPI Concrete Co., Ltd.
	-
	-
	13,243
	9,968

	TPI Polene Power Co., Ltd.
	-
	-
	333,248
	333,248

	Thai Proproxide Co., Ltd.
	-
	-
	488,961
	488,961


Associate 

	Thai Nitrate Co., Ltd.
	51
	-
	51
	-




In Thousand Baht




Consolidated


The Company Only



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


2004
2003
2004
2003
Major shareholder

	Thai Petrochemical Industry Public Co., Ltd.
	1,443
	1,443
	1,443
	1,443

	Other related parties 
	1,349
	405
	1,181
	231

	TPI Oil Co., Ltd.
	
	
	
	

	Plastic Transport Co., Ltd.
	5,609
	-
	5,609
	-

	TPI Aromatics Public Co., Ltd.
	279
	555
	279
	555

	Rayong Tank Terminal Co., Ltd.
	41
	41
	41
	41

	TPI Commercial Co., Ltd.
	32
	-
	32
	-

	Less Excess losses from subsidiary’s investment 
	

-

	

-

	   (1,789)
	 (11,007)

	Total Advances to Related Parties - Net
	8,804
	2,444
	842,299
	823,440


Other Non-Current Asset - Rental Deposit

(See details in Note 15)

	Pornchai Enterprise Co., Ltd.
	211,986
	211,079
	159,304
	157,747


As at June 30, 2004, the Company has an advance to a subsidiary (TPI Polene Power Co., Ltd.) of Baht 333 million relating to the Company’s share purchase (See Note 12).

The Company and its subsidiaries have investments in and amounts due, previously described, from related parties, and certain of these companies are experiencing significant liquidity problems, have net capital deficiencies, have not yet commenced operations or are restructuring their debt. As at June 30, 2004 and December 31, 2003, there is uncertainty on the recoverability of these items, totaling Baht 245 million and Baht 214 million, respectively in the consolidated financial statements, and totaling Baht 1,253 million and Baht 1,048 million, respectively in the Company’s financial statements, which is dependent on the future viability of these companies. The Company’s management believes that these debts will be collectible.



In Thousand Baht




Consolidated


The Company Only



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


2004
2003
2004
2003
Trade Accounts Payable 

(Form part of the trade accounts payable in 

the balance sheets)

Subsidiary

	TPI Concrete Co., Ltd.
	-
	-
	7
	10


Associate

	Thai Nitrate Co., Ltd.
	6,187
	4,590
	6,187
	4,590


Major shareholder

	Thai Petrochemical Industry Public Co., Ltd.
	547,110
	396,282
	543,614
	393,022

	Other related parties
	421
	323
	104
	97

	TPI Oil Co., Ltd.
	
	
	
	

	United Grain Industry Co., Ltd.
	12,600
	9,863
	12,600
	9,863

	Bangkok Union Insurance Public Co., Ltd.
	3
	68
	-
	-

	Thai ABS Co., Ltd.
	7
	37
	7
	37

	TPI Polyol Co., Ltd.
	-
	1
	-
	1

	Pornchai Enterprise Co., Ltd.
	       309
	          616
	       309
	          616

	Total Trade Accounts Payable 


	566,637
	411,780
	562,828
	408,236


Short-term Loans from Related Parties 

(interest rate/annum)

Subsidiary

	TPI All Seasons Co., Ltd. (4 %)
	

-

	

-

	1,530
	1,582

	Total Short-term Loans
	
	
	
	

	from Related Parties
	

-

	

-

	1,530
	1,582




In Thousand Baht




Consolidated


The Company Only



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


  2004
2003
2004
2003
Advances from Related Parties

Subsidiary

	TPI Concrete Co., Ltd.
	
-
	
-
	6
	24


Major shareholder

	Thai Petrochemical Industry Public Co., Ltd.
	291
	324
	106
	67

	Other related parties
	
	
	
	

	TPI Oil Co., Ltd.
	90
	440
	90
	440

	Pornchai Enterprise Co., Ltd.
	284
	287
	-
	-

	Bangkok Union Insurance Public Co., Ltd.
	37,425
	10,958
	37,425
	2,497

	Plastic Transport Co., Ltd.
	4,615
	2,294
	4,615
	2,294

	Thanapornchai Port Service Co., Ltd.
	-
	160
	-
	160

	TPI Holding Co., Ltd.
	467
	931
	467
	931

	Leophairatana Enterprises Co., Ltd.
	661
	1,318
	661
	1,318

	Rayong TPI Services Co., Ltd.
	

-

	     228
	

-

	   228

	Total Advances from Related Parties
	43,833
	16,940
	43,370
	7,959


Movements of short-term loans from related parties (including interest) in the Company’s financial statements for the six-month period ended June 30, 2004:


In Thousand Baht

Subsidiary

Balance as at December 31, 2003
1,582

Increase during the period
25

Decrease during the period
    (77)
Balance as at June 30, 2004
1,530

5. CURRENT INVESTMENTS
Current investments as at June 30, 2004 and December 31, 2003, consist of the following:


In Thousand Baht




Consolidated


The Company Only



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


2004
2003
2004
2003

Held-to-maturity debt instruments
	Promissory notes
	2,720,000
	150,000
	2,600,000
	-

	Bill of exchanges
	1,221,423
	-
	1,221,423
	-

	Treasury bills
	   298,222
	 429,085
	   198,853
	

-


	Total Current Investments
	4,239,645
	579,085
	4,020,276
	

-



6. TRADE ACCOUNTS RECEIVABLE

As at June 30, 2004 and December 31, 2003, the Company and its subsidiaries had outstanding balances of trade accounts receivable, including trade accounts receivable from related parties, aged by number of months as follows:



In Thousand Baht




Consolidated


The Company Only



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

   

2004
2003
2004
2003
	Less than and up to 3 months
	1,741,013
	1,801,055
	1,424,134
	1,381,510

	Over 3 months up to 6 months
	3,148
	7,532
	2,577
	3,247

	Over 6 months up to 12 months
	2,379
	5,671
	1,730
	4,465

	Over 12 months
	   300,797
	  308,173
	   241,039
	   246,505

	Total
	2,047,337
	2,122,431
	1,669,480
	1,635,727

	Less Allowance for doubtful accounts
	 (285,572)
	 (294,638)
	 (232,031)
	  (239,481)

	Total Trade Accounts Receivable - Net
	1,761,765
	1,827,793
	1,437,449
	1,396,246


The Company and its subsidiaries require many customers to provide cash, bank and personal guarantees as collateral.

7. INVESTMENTS RECORDED BY THE EQUITY METHOD

As at June 30, 2004 and December 31, 2003, investments recorded by the equity method consisted of the investments in shares of subsidiaries and associates in the Company’s financial statements, and investments in shares of associates in the consolidated financial statements, as follows: 

Investments recorded by the equity method in consolidated financial statements of the Company and its subsidiaries and the Company’s financial statements as at June 30, 2004 and December 31, 2003 consisted of:

Subsidiaries



In Thousand Baht




Consolidated


The Company Only


Type of Business
Relationship
Paid-up
% of



Share Capital
Shareholding

Equity Method


Cost Method


Equity Method


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


2004
2003
2004
2003
2004
2003
2004
2003
	TPI Concrete Co., Ltd.
	Manufacturing and distributing
	Shareholder
	840,000
	99.99
	
99.99
	
-
	
-
	839,999
	839,999
	80,091
	
-

	
	ready mixed concrete
	
	
	
	

	

	
	
	
	
	

	TPI Polene Power Co., Ltd.
	Manufacturing and distributing
	Shareholder
	47,000
	99.99
	
99.99
	
-
	
-
	47,000
	47,000
	
-
	
-

	(See Note 12 to the financial statements)
	electricity and steam 

(not yet operating)
	
	
	
	
	
	
	
	
	
	

	Thai Propoxide Co., Ltd.
	Manufacturing and distributing
	Shareholder
	250
	99.99
	
99.99
	
-
	
-
	250
	250
	
-
	
-

	
	electricity (not yet operating)
	
	
	
	
	
	
	
	
	
	

	TPI All Seasons Co., Ltd.
	Transporting ready mixed concrete
	Shareholder
	1,250
	99.99
	
99.99
	
-
	
-
	   1,250
	     1,250
	  1,500
	1,509

	
	(not yet operating)
	
	
	
	
	
	
	
	
	
	

	
Total Investments in Subsidiaries 
	
	
	
	
	
	
	888,499
	888,499
	81,591
	1,509


Associates



In Thousand Baht




Consolidated


The Company Only


Type of Business
Relationship
Paid-up
% of


Share Capital
Shareholding

Equity Method


Cost Method


Equity Method


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


2004
2003
2004
2003
2004
2003
2004
2003
	Thai Special Steel Industry Public 

Co., Ltd. 
	Manufacturing and distributing steel
	Shareholder
	4,220,000
	29.77
	29.77
	225,145
	187,191
	1,256,200
	1,256,200
	225,145
	187,191

	

	products
	
	
	
	
	
	
	
	
	
	

	Thai Nitrate Co., Ltd.
	Manufacturing and
	Shareholder
	468,750
	40.00
	40.00
	961,398
	961,916
	  187,499
	  187,499
	961,398
	961,916

	
	distributing nitric
	
	
	
	
	
	
	
	
	
	

	
	acids and ammonium
	
	
	
	
	
	
	
	
	
	

	
	nitrate
	
	
	
	
	
	
	
	
	
	

	TPI Life Insurance Co., Ltd.
	Life insurance
	Shareholder
	500,000
	25.00
	25.00
	142,116
	138,573
	  125,000
	  125,000
	142,116
	138,573

	Mondo Thai Co., Ltd.
	Developing land
	Shareholder
	36,000
	28.75
	28.75
	      9,746
	       9,747
	     10,350
	     10,350
	       9,746
	       9,747

	
	and residences
	
	
	
	
	
	
	
	
	
	

	
Total Investments in Associates
	
	
	
	
	1,338,405
	1,297,427
	1,579,049
	1,579,049
	1,338,405
	1,297,427

	Total Investments Recorded by the Equity Method
	
	
	1,338,405
	1,297,427
	2,467,548
	2,467,548
	1,419,996
	1,298,936


As at June 30, 2004 and 2003 the Company has investments in four associated companies which was recorded by the equity method based on the unreviewed financial statements of associated companies. The consolidated financial statements and the Company’s financial statements for the six-month periods ended June 30, 2004 and 2003, included the share of profits (losses) of these companies, which amounted to 1.78% and 0.39% of the net profit (loss) for each period, respectively.

8. LONG-TERM INVESTMENTS IN RELATED PARTIES

Long-term investments in related parties consist of the following:



In Thousand Baht





Type of Business
Ralationship
Paid-up
% of
   
Consolidated and



Share Capital
Shareholding          

The Company Only


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


     2004
2003
2004
2003

Listed security - available-for-sale

	Thai Petrochemical Industry
	Manufacturing and
	Shareholder
	78,489,112
	1.03
	1.03
	1,867,685
	1,867,685

	
Public Co., Ltd.
	distributing plastics and
	
	
	
	
	
	

	
	petrochemical products
	
	
	
	
	
	

	Less Allowance for impairment 
	
	
	
	
	
	

	of securities
	
	
	
	
	(758,708)
	(758,708)

	Allowance for revaluation of 

securities 
	
	
	
	
	 (352,121)
	 

-


	
Total
	
	
	
	
	
	  756,856
	1,108,977


Other securities - general

	United Grain Industry Co., Ltd.
	Manufacturing and 

distributing packages
	Shareholder
	   550,000
	19.00
	19.00
	104,500
	104,500

	Pornchai Enterprise Co., Ltd.
	Real estate 
	Shareholder
	   180,000
	16.67
	16.67
	45,653
	45,653

	TPI Holding Co., Ltd.
	Holding Company
	Shareholder
	       5,000
	0.87
	0.87
	        217
	           217

	Total
	
	
	
	
	
	 150,370
	    150,370

	
Total Investments in Related Parties
	
	
	
	
	 907,226
	1,259,347


Investment of 63,321,370 shares in a major shareholder company - Thai Petrochemical Industry Public Co., Ltd., is pledged to a bank as collateral for loans.

9. LONG-TERM LIABILITIES UNDER DEBT RESTRUCTURING 

9.1 As at June 30, 2004 and December 31, 2003, long-term liabilities under debt restructuring consisted of:



In Thousand Baht




Consolidated


The Company Only



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


2004
2003
2004
2003
Liabilities under original agreements

	Short-term loans
	10,403,023
	12,902,159
	10,030,666
	12,138,807

	Long-term loans in foreign currencies
	16,703,607
	17,260,574
	16,703,607
	17,260,574

	Long-term loans in Baht
	3,844,579
	4,029,137
	3,401,118
	3,515,723

	Debentures
	418,655
	432,523
	418,655
	432,523

	Floating rate notes
	1,898,608
	2,341,048
	1,898,608
	2,341,048

	Convertible debentures
	     750,542
	  1,054,694
	     750,542
	  1,054,694

	
	34,019,014
	38,020,135
	33,203,196
	36,743,369

	Less Current portion of long-term liabilities under debt restructuring
	 (2,509,560)
	 (2,015,286)
	 (2,438,605)
	 (1,946,263)

	Long-term Liabilities under Debt Restructuring
	31,509,454
	36,004,849
	30,764,591
	34,797,106


9.2 As at June 30, 2004 and December 31, 2003, long-term liabilities under debt restructuring classified by currency are as follows:



Consolidated


Currencies

June 30, 2004


December 31, 2003

	
	
Currencies
	
Thousand Baht
	
Currencies
	
Thousand Baht

	US Dollar
	399,279
	16,382,604
	467,171
	18,564,367

	EURO
	116,384
	5,792,809
	120,524
	6,038,264

	Japanese Yen
	2,232,977
	847,210
	2,766,937
	1,032,286

	Baht
	10,996,391
	10,996,391
	12,385,218
	12,385,218

	Total 
	
	34,019,014
	
	38,020,135




The Company Only

Currencies

June 30, 2004


December 31, 2003

	
	
Currencies
	
Thousand Baht
	
Currencies
	
Thousand Baht

	US Dollar
	393,179
	16,132,336
	456,342
	18,134,041

	EURO
	116,384
	5,792,809
	120,524
	6,038,264

	Japanese Yen
	2,232,977
	847,210
	2,766,937
	1,032,286

	Baht
	10,430,841
	10,430,841
	11,538,778
	11,538,778

	Total 
	
	33,203,196
	
	36,743,369


Currently, certain creditors have confirmed balances that are different to the balances recorded in the Companies’ accounts.  These differences mainly arise due to the use of different interest rates. Certain claims are still being examined by the Official Receiver, the Central Bankruptcy Court and the Supreme Court.

The Company and its subsidiary have acted according to the Master Restructuring Agreement, which is for 5 years from year 2000 to 2004, with 3 twelve-month extendable periods (totaling 8 years).

The significant conditions of the Master Restructuring Agreement are as follows:

1) Principal payment conditions are summarized as follows:




2000 to 2001 - Grace period for principal repayment



2002 to 2004 - USD 50 million per annum with payment of USD 25 million every six months.




2005 to 2007 - USD 72 million per annum with payment of USD 36 million every six months.




Cash sweep repayment after cash reserve under the Master Restructuring Agreement.

The above repayments shall be in compliance with the repayment schedule prepared by the Co-ordinator and with the conditions stipulated in the Master Restructuring Agreement, including the debt of the Company’s subsidiary.

Currently, the Company and its subsidiary made the principal repayments to all Scheme Creditors, to comply with the terms and conditions stipulated in the Master Restructuring Agreement.

2) Interest rates for the quarterly payments are as follows:



For the year



2000 - 2002
2003 - 2004
2005 - 2007

Baht Debt

MLR
MLR+0.5% 
MLR+1.5%

Foreign Currency Debt
LIBOR+1.5%
LIBOR+2%
LIBOR+3%

3) In accordance with the Business Rehabilitation Plan and conditions under the Master Restructuring Agreement, the Company will convert the accrued interest expense and accrued guarantee expense (calculated through November 30, 1999) of the residual debt by issuing new shares to creditors at the same price as paid by investors as defined in the Master Restructuring Agreement. 

4) Capital increase of US Dollars 180 million.

The Company is required to raise equity funds of at least USD 180 million in order to pay the remaining 90% of the settlement value to the creditors. Currently, the Company has successfully completed the raising of funds as mentioned in Note 10.

5) Dividends
No dividends will be paid until 5 years after the date of the Master Restructuring Agreement (December 2004) or until 85 per cent of the restructured debt is repaid.  The maximum dividend at any time while any amount of the restructured debt remains outstanding shall be limited to 30% of the cash sweep in the relevant year.

In addition, the Company has to perform under other conditions as stipulated in the Master Restructuring Agreement.

Letters of guarantee issued by banks were used as collateral against certain long-term debts under the Master Restructuring Agreement. 

10. SHARE CAPITAL

On January 20, 2004, the Company successfully completed the equity fund raising of Baht 11,100 million by offering 300 million newly-issued common shares at the price of Baht 37 per share to the public.  As a result, the Company ’s paid-up capital has been increased from Baht 5,075 million to Baht 8,075 million and premium on share capital amounted to Baht 8,100 million net of expenses incurred from fund raising representing underwritting fees, financial advisory fees, other consulting fees and other expenses for the public offering totaling approximately Baht 485 million. As a result, the Company’s premium on share capital amounted to Baht 7,615 million.  

The Company registered the change in paid-up share capital from Baht 5,075 million (507,500,000 million shares at Baht 10 par value) to Baht 8,075 million (807,500,000 million shares at Baht 10 par value) with the Ministry of Commerce on January 21, 2004.

11. REDUCTION IN DEFICIT

On March 26, 2004, the meeting of the Plan Administrator approved the transfer of legal reserve amounting to Baht 6,767 million and premium on share capital of Baht 7,615 million in order to reduce the retained deficit as at March 31, 2004 totaling Baht 14,382 million.  However, this transaction did not affect the existing shareholders’ equity.

12. OWN 
SHARES HELD BY A SUBSIDIARY

The meeting of the Plan Administrator held on March 3, 2003 approved the donation of 20 million ordinary shares of the Company by assigning a subsidiary company to purchase shares of the Company on the Stock Exchange of Thailand at a price per share not exceeding Baht 17 and paid advances to the subsidiary company of Baht 393 million. In the first quarter of 2003, the subsidiary made purchases of the Company’s shares on the Stock Exchange of Thailand totaling Baht 411 million. Of these, 20 million shares purchased by the subsidiary for Baht 333 million are intended to be donated, and have been deducted from the Company’s shareholders’ equity in the consolidated and separate financial statements and presented as decrease in investments of the said subsidiary company of Baht 37 million. The remaining Baht 296 million has been presented under other current liabilities in the Company’s separate financial statements.

The Company has not yet recognized the advances paid for such shares purchased as expenses because there is still uncertainty as to whether this donation of 20 million shares will take place.  The Company plans to recognize the advances as an expense in the accounting period when this donation has been completed.

In the period of 2003, the remaining ordinary shares held by a subsidiary for sale with total cost of Baht 91 million were sold at the sale price of Baht 96 million. Gain on the sale of said investment of Baht 5 million was presented as surplus on disposal of own shares held by a subsidiary, shown under shareholders’ equity in the consolidated and separate financial statements.

In addition, in the period of 2004, the subsidiary purchased 800,000 of the Company’s shares on the Stock Exchange of Thailand totaling Baht 28 million, which resulted in 20.8 million own shares held by the said subsidiary as at June 30, 2004 amounting to Baht 361 million. The Company recorded as deduction from the Company’s shareholders’ equity in the consolidated and separate financial statements and presented as decrease in investments of the said subsidiary company an amount of Baht 36 million. The remaining Baht 325 million has been presented under other current liabilities in the Company’s separate financial statements.

13. GAIN ON REVERSAL OF LOSS ON IMPAIRMENT OF INVESTMENTS

In the second quarter of 2003, the Company reversed the allowance for loss on impairment of investments in a related company, which was classified as available for sale, due to the significant increase in market price.  The Company has previously recognized loss on impairment of investments in the income statement totaling Baht 1,576 million. The Company recognized gain on reversal of loss on impairment of investments as income in the amount of Baht 376 million in the consolidated and the Company’s financial statements for the three-month and six-month periods ended June 30, 2003.

14. EXTRAORDIANRY ITEMS

On February 24, 2004, the Company applied the proceeds from the equity fund raising to repay the Company’s and subsidiary’s creditors under the Debt Repurchase Program (DRP) Participating Creditors for the remaining settlement amount under the DRP, at discount by way of depositing cashier cheques and/or drafts with the Central Bankruptcy Court in the amount of Baht 5,550 million. As at June 30, 2004, the remaining Baht 2,865 million which the DRP Participating Creditors have not collected is presented as “court deposits for debt repurchase” under current assets in the consolidated and the Company’s financial statements.

As at June 30, 2004, 18 and 3 DRP Participating Creditors of the Company and subsidiary respectively, accepted the deposited cashier cheques and/or drafts in the total amount of Baht 2,685 million.  Discount on debt repurchase of Baht 452 million and interest payable by the Company and subsidiary of Baht 838 million (totaling Baht 1,290 million) has been forgiven and is recognized as gain on debt repurchase from the DRP Participating Creditors of Baht 538 million and Baht 1,290 million, in the three-month and six-month period ended June 30, 2004 respectively, presented as extraordinary items in the consolidated and the Company’s financial statements.  The Company has received cancellation letters filed by certain creditors to terminate the DRP Programme amounting to Baht 2,709 million.  However, the Company is of the opinion that such creditors cannot terminate the DRP Program.  At present, this issue is in the consideration of the Central Bankruptcy Court.

15. LONG-TERM LEASE AGREEMENTS

The Company and its subsidiaries have long-term office building lease agreements with a related company. Previously, the initial lease term for each lease agreement was for 3 years, with the lease being renewable.  In July 1999, the Company and a subsidiary entered into a 90 years office building lease agreement with a related company to replace the expired original office building lease agreements in which the Company and a subsidiary made one payment for the whole lease period.  The annual rental is deducted from the prepaid rentals. Subsequently, on July 24, 2001, the Company and its subsidiary agreed to sign the amendments in addition to the existing office building lease agreements with a related company. The initial period of the lease is for 30 years, commencing from the original date on which the rentals of each respective agreement were prepaid. The related party warranted that the lease would be renewable for another 2 subsequent periods of 30 years under the same conditions, including rental fee as set out in the original agreements, in order to ensure the coverage of the agreed 90 years lease agreements. However, such lease agreements have not been registered with the Land Department because a bank, as the collateral holder of the land and buildings, did not allow the related company to do so. The management believes that such company has the ability to repay and not to terminate these lease agreements.

In addition, in January 2004, the Company has entered into 2 to 3 years additional office building lease agreements with a related company that commence on February 1, 2004. The Company selects to make one payment for the whole lease period to 5% discount, and the annual rental is deducted from the prepaid rentals.

Significant details of long-term office building lease agreements with a related company are as follows:



In Thousand Baht


Type of Agreement

Prepaid Rentals

Remaining Prepaid Rentals



June 30, 2004
December 31, 2003

The Company

	   2 years lease agreement
	4,121
	2,061
	-

	   3 years lease agreement
	1,838
	1,225
	-

	 30 years lease agreement
	143,517
	128,327
	129,727


 (3 years for original agreement)

	 30 years lease agreement
	  29,669
	  27,691
	  28,020


(90 years for original agreement)
	
	179,145
	159,304
	157,747


Subsidiaries

	 30 years lease agreement
	47,000
	41,800
	42,320


 (3 years for original agreement)

	 30 years lease agreement
	  11,659
	  10,882
	  11,012


(90 years for original agreement)
	
	  58,659
	  52,682
	  53,332

	 Total
	237,804
	211,986
	211,079


Additional long-term lease agreements of subsidiaries are as follows:



In Thousand Baht



Remaining Rental


Type
Remaining Period
as at June 30, 2004

	Land (Production facility)
	July 1, 2004 - October 30, 2006
	23,591


Management believes that the annual rental and prepaid rentals reflected the market rental rate at the time the leases were entered into.

Should either party terminate the lease agreement, the unused prepaid rentals are refundable to the Companies.  The Companies agreed in principle to execute a second mortgage on the office building as security for the unused prepaid rentals.  However, it is not known whether the fair market value of the building, net of existing first mortgage, is in excess of prepaid rentals. As at June 30, 2004, there is no second mortgage agreement as security for the unused prepaid rentals, so the recoverability of prepaid rentals depends on the ability of the related company to repay.

16. COMMITMENTS AND CONTINGENT LIABILITIES

As at June 30, 2004, the Company has commitments and contingent liabilities as follows:



In Thousand Baht



Consolidated
The Company Only
Commitments:

	Unused letters of credit 
	252,031
	252,031

	Under agreements for construction
	301,791
	301,791

	Under credit insurance premium agreements
	244,212
	244,212


Contingent liabilities in respect of:

	Guarantees issued on behalf of related and 
	
	

	other companies
	120,000
	936,157

	Bank guarantees issued on behalf of a company
	
	

	and related companies
	119,965
	113,381


The Company has legal proceedings in the ordinary course of business.  In the opinion of management, the ultimate outcome of such proceedings will not have a material adverse effect on the Company’s consolidated financial position or future results of operations.

In 1996 and 1997, the Company entered into supply and engineering contracts for the Fourth Cement Plant Project for DM 298 million (or EUR 152 million equivalent) and Baht 24 million, which as at June 30, 2004 are equivalent to a total of Baht 7,600 million. These contracts have not been completed as the Company’s banker has withdrawn finance for the project under the conditions of the borrowings from the bank. However, the Company still has a contingent liability for storage costs of machinery, which is stored abroad.  As at June 30, 2004 and 2003 and December 31, 2003, the Company had made advance payments for machinery of Baht 330 millions and Baht 320 million and Baht 332 million, respectively (including gain on translation of exchange rate accumulated up to the balance sheets date of Baht 109 million and Baht 99 million and Baht 111 million, respectively), shown as other non-current assets in the consolidated and the Company’s financial statements. No provision has been made for any impairment of these advance payments or for any other matters relating to the supply and engineering contracts. Management believes that the Company would receive such machinery subject to finance being made available and futher negotiation with the suppliers of the machinery.

On May 10 and 15, 2001 the Official Receiver ordered payments to be made to two creditors under the supply and engineering contracts for the Cement Fourth Plant Project in the amount of DM 9 million (or EUR 5 million equivalent) and DM 123 million (or EUR 63 million equivalent) respectively, including interest.  On July 4, 2001 the Company filed petitions with the Central Bankruptcy Court appealing against the decision of the Official Receiver.  The Central Bankruptcy Court’s decision dated December 27, 2001, ordered the Company to make payments to 2 such creditors of DM 85 million (or EUR 43 million equivalent) and DM 8 million (or EUR 4 million equivalent), which as at June 30, 2004 and 2003 and December 31, 2003 are equivalent to a total of Baht 2,339 million and Baht 2,272 million and Baht 2,355 million respectively, including interest charged at the rate of 7.5% per annum.  The Company disagrees with the Bankruptcy Court’s decision because the machinery and engineering services have not been delivered to the Company. The Company has appealed to the Supreme Court on January 25, 2002. Currently, the Supreme Court is considering its decision.

On February 4, 2002, the Official Receiver made an order that a certain scheme creditor is entitled to receive a payment for its claim from the Company of Baht 7,274 million (including accrued interest). Consequently, both the Company and that scheme creditor filed petitions to the Central Bankruptcy Court against the order of the Official Receiver.  Subsequently, on June 28, 2004, the Central Bankruptcy Court ordered that a certain scheme creditor is entitled to receive a payment for its claim from the Company in the amount of Baht 7,274 million (including accrued interest). Such liabilities has been recorded in the consolidated and the Company’s financial statements in the amount of Baht 6,952 million and Baht 6,590 million (including accrued interest) respectively.  At present, the Company is preparing to appeal such order to the Supreme Court.

In addition, as at June 30, 2004, the Company has contingent liabilities for fees, costs and other related expenses, which have been paid by the Company’s creditors under the Debt Restructuring Plan.  The amounts are uncertain.

17. BUSINESS SEGMENT INFORMATION

17.1 The Company and subsidiaries’ business segment information on results of operations for each of the six-month periods ended June 30, 2004 and 2003, are as follows:



In Thousand Baht



Operating Revenues and Other Income
Net Profit (Loss)

The Company:
2004
2003
2004
2003
	Cement products
	7,716,765
	7,607,356
	2,819,684
	1,357,847

	Plastic products
	  2,875,658
	2,372,426
	       7,140
	  103,022

	Total
	10,592,423
	9,979,782
	2,826,824
	1,460,869


Subsidiaries:

	Concrete products
	1,291,525
	1,044,386
	248,958
	10,865

	Others
	       (1,306)
	       4,966
	      (2,449)
	        1,232

	Total
	1,290,219
	1,049,352
	246,509
	12,097

	Less Intersegment transactions
	   (585,893)
	  (409,469)
	  (246,509)
	    (12,097)

	Total revenues
	11,296,749
	10,619,665
	
	

	Net profit
	
	2,826,824
	1,460,869


17.2 The Company and subsidiaries’ business segment information on assets employed as at June 30, 2004 and December 31, 2003, is as follows:



In Thousand Baht



Assets Employed


As at June 30,
As at December 31,
The Company:
2004
2003
	Cement products
	70,073,290
	61,332,963

	Plastic products
	  8,258,393
	  8,467,689

	Total
	78,331,683
	69,800,652


Subsidiaries:

	Concrete products
	1,503,757
	1,931,344

	Others
	    856,811
	   859,927

	Total
	2,360,568
	2,791,271

	Less Intersegment transactions
	(1,569,809)
	(1,369,933)

	Total assets
	79,122,442
	71,221,990


18. SUBSEQUENT EVENT
On July 12 and 13, 2004, the Company filed a motion to the Court for repayment of the Surplus of Debt Repurchase Program (the Surplus DRP Fund) and accrued interest payable, credits insurance and guarantee fees (accrued interest payable) calculated up to Novemenber 30, 1999. The Company deposited cashier cheques  at the Central Bankruptcy Court for the relevant debts denominated in Baht currency totaling Baht 3,034 million and drafts for the debts denominated in foreign currency totaling the equivalent of Baht 3,773 million for repayment Surplus DRP fund for the total equivalent amount of Baht 1,656 million and payment of the accrued interest payable for the total equivalent amount of Baht 5,151 million to all Scheme Creditors under debt restructuring. 
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