NAKORNTHAI STRIP MILL PUBLIC COMPANY LIMITED AND SUBSIDIARIES

Notes to Financial Statements 

December 31, 2004 and 2003

1.
GENERAL 

Nakornthai Strip Mill Public Company Limited

Nakornthai Strip Mill Public Company Limited, the “Company”, is a company registered in Thailand and listed on the Stock Exchange of Thailand. The registered office of the Company is at 19th floor, UM Tower Building, 9  Ramkhamheang Road, Suanluang, Bangkok, and the factory is located at 358 Moo 6, Chonburi Industrial Estate (Bowin) Highway 331, Tambol Bowin, Amphur Sriracha, Chonburi. 

The principal activity of the Company is manufacturing of various flat - rolled steel products. 

As at December 31, 2004 and 2003, Maharaj Planner Company Limited, the “Plan Administrator”, in the capacity of custodian of the Notesholder, held 36.63% of the share capital of the Company following conversions of debt to equity. Currently the Company is working with the Information Agent to finalize the ultimate beneficial owners of such Note holders and upon completion of such identification the Company will arrange for distribution of such shares.
NSM Steel Company Limited

NSM Steel Company Limited (“NSM Cayman”) is a subsidiary of Nakornthai Strip Mill Public Company Limited, which is registered under the laws of the Cayman Islands.  NSM Cayman was incorporated for the purpose of issuing debentures and using the proceeds to make loans to the Company.  Presently the Company, together with the Plan Administrator, is in the process of formally liquidating the subsidiary. The Company intends to complete the liquidation of NSM Steel Company Limited after termination of the business reorganization.

NSM Steel (Delaware) Inc.

NSM Steel (Delaware) Inc. is a subsidiary of NSM Cayman registered under the laws of the State of Delaware of the United States.  NSM Steel (Delaware) Inc. was incorporated for the purpose of issuing securities according to an agency agreement between NSM Cayman and NSM Steel (Delaware) Inc.  Presently the Company, together with the Plan Administrator, is in the process of formally liquidating the subsidiary.

2.
BASIS OF PREPARATION OF FINANCIAL STATEMENTS 
 The financial statements are presented in Thai Baht, in the Thai language, and in conformity with generally accepted accounting standard in Thailand. Accordingly, the 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 financial statements are prepared under the historical cost convention except as disclosed in the accounting policies.

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

The consolidated financial statements of the Company for the years ended December 31, 2004 and 2003 comprise the Company and its subsidiaries.  Details of the Company’s subsidiaries are as follows:

	
	
	
	
	
	
	Percentage of Holdings (%)

	
	
	Business
	
	Under the Law of
	
	December 31,
	
	December 31,

	Subsidiaries
	
	Type
	
	Registration
	
	2004
	
	2003

	
	
	
	
	
	
	
	
	

	NSM Steel Company Limited
	
	None
	
	Cayman Islands, 
	
	100
	
	            100

	
	
	
	
	Cayman
	
	
	
	

	
	
	
	
	
	
	
	
	

	NSM Steel (Delaware) Inc.
	
	None
	
	State of Delaware,
	
	100
	
	            100

	
	
	
	
	The United States  
	
	
	
	

	
	
	
	
	of America
	
	
	
	


(See Note 10)

Significant intra-group transactions between the Company and its subsidiaries are eliminated on consolidation. 

3.
RESULTS OF OPERATIONS
The effective date of the approved rehabilitation plan was achieved on October 31, 2003. As of December 31, 2004, the Plan Administrator along with the Company is in the process of implementing the plan.

The Company intended to ramp up its production volume to achieve appropriate capacity utilization along with the production of value added products during the year 2004.  Simultaneously, the Company went ahead with the construction of the Finishing Mills as targeted.  During 2004 the Company had exported its products in order to expand its market base.  The Company’s operation and business performance for the year ended December 31, 2004 can be detailed as follows;

1) Commissioned the core facility.
2) Entered into construction agreements for the Finishing Mills and is in the process of installation and construction of the plant.
3) Produced 502,115 tons of Hot Rolled Coil (Finished product).
4) Generated substantial revenue from sale of products.
5) Paid interest during the year 2004 to secured creditors (Syndicated Loans from Thai financial institutions) in accordance with the rehabilitation plan.
6) Continues with the implementation of the plan in accordance with the rehabilitation plan.

The Company has commenced normal operations during the year and achieved continuous improvement in production volumes.  This has enabled the Company to generate income from product sales and generate net profit for the year ended December 31, 2004 of Baht 583.38 million.  The commencement of normal operations and the increased production volume have, however, required additional working capital, particularly to fund the increased level of inventory and trade accounts receivable, and the Company and subsidiaries incurred net cash outflows from operating activities of Baht 3,327.04 million for the year, principally to fund this increased working capital requirement.  The Company is still operating under the terms of debt restructuring agreements and needs to generate sufficient operating cash flows to meet both its working capital requirement and obligations under those agreements. 

In consideration thereof, the Company has obtained working capital facilities with financial institutions and the Company’s cash flow forecasts indicate that sufficient funds are available to meet the Company’s working capital requirements and to meet its obligations under the debt restructuring agreements.
4.
SIGNIFICANT ACCOUNTING POLICIES 

4.1
Basis of consolidation

The consolidated financial statements of the Company comprise the Company and its subsidiary.

Subsidiaries 

Subsidiaries are those entities controlled by the Company. Control exists when the Company has the power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits from its activities. The financial statements of subsidiaries are included in the consolidated financial statements from the date that control commences until the date that control ceases.

4.2
Use of estimates 

In order to prepare financial statements in conformity with generally accepted accounting standards in Thailand, management needs to make estimates and set assumptions that affect income, expenditure, assets and liabilities in order to disclose information on the valuation of assets,  liabilities and contingent liabilities.  Actual outcomes may, therefore, differ from the estimates used.

The estimates and underlying assumptions used in the preparation of these financial statements are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the revision affects both current and future periods.
4.3
Foreign Currency Transactions

Transactions in foreign currencies are translated at the foreign exchange rates ruling at the date of the transaction.  Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to Thai Baht at the foreign exchange rates ruling at that date.  Foreign exchange differences arising on transaction are recognized in the statement of income except for any loss on translation of loans obtained for the acquisition of assets, which is capitalized as a part of the cost of those assets.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the foreign exchange rates ruling at the date of the transaction.

The financial statements of foreign subsidiaries, which are included in the consolidated financial statements, are translated into Baht at the following exchange rates:

a.
Monetary items are translated into Baht using the exchange rate as at the balance sheet date. Non- monetary items are carried at historical cost.

b.
Revenues and expenses are translated into Baht using average rates for the accounting period. 

4.4
Property, plant and equipment

Property, plant and equipment are stated at cost, including capitalized interest and loss on foreign exchange incurred during construction, less accumulated depreciation and impairment losses. 
Interest capitalization 

Interest expense related to financing construction has been capitalized as project in progress up to the completion of construction or until the project development is suspended.

Depreciation

Depreciation is charged to the statement of income on a straight-line basis over the estimated useful lives of each part of an item of property, plant and equipment. The estimated useful lives are as follows:

	
	Years

	Building 
	20

	Plant  machinery & equipment
	Production basis and straight line method

	Furniture and fixtures
	5

	Office equipment
	5

	Vehicles 
	5


Depreciation of machinery and equipment used for manufacturing is computed by the units of production method based on estimated useful lives of 10-25 years.

4.5
Intangible Assets

Intangible assets represent transaction costs incurred relating to the issuance of debt instruments, cost of computer software and cost of license for production. Intangible assets are stated at cost less accumulated amortization and impairment loss.

Amortization

Amortization is charged to the statement of income on a straight-line basis over the estimated useful lives of intangible assets. The estimated useful lives are as follow:

	
	Years

	Transactions costs incurred relating to the issuance of debt instruments
	Term of the debt instrument

	Cost of license for production
	25

	Cost of computer software license
	10


During the year 2003, the transactions costs incurred relating to the issuance of debt instruments had been fully written off.

4.6
Other investments
Investments in subsidiaries

Investments in subsidiaries in the separate financial statements of the Company are accounted for using the equity method.

Investments in equity securities

Investments in marketable securities represent investments in equity securities which are classified as available-for-sales securities and stated at fair value. Changes in value of securities are included in shareholders’ equity.

Other investments 
Other long-term investments represent time deposits with banks which have been pledged as collateral for credit facilities obtained from bank.  The Company treats these investments as general investments and carries them at cost.

4.7
Trade and Other Receivables

Trade and other receivables (including balances with related parties) are stated at their invoice value less allowance for doubtful accounts.
The allowance for doubtful accounts is an estimate of those amounts which may prove to be uncollectible, based on a review of the current status of existing receivables.

4.8
Inventories

Inventories are stated at the lower of cost and net realizable value. Inventories consist of finished goods stated at specific cost and raw material and supplies based on the first-in, first-out method.
Cost of inventories comprises all costs of purchase, costs of convertion and other costs incurred in bringing the inventories to their present location and condition.  In case of manufactured inventories, cost includes an appropriate share of overheads based on normal operating capacity.
Net realizable value is the estimated selling price in the ordinary course of business less the estimated costs necessary to make the sale.

An allowance is made for all deteriorated, damaged, obsolete and slow-moving inventories.

4.9
Cash and Cash Equivalents

Cash and cash equivalents comprise cash balance, call deposits and high liquidity short-term investments. Bank overdrafts that are repayable on demand are a component of financing activities for the purpose of the statement of cash flows. 

4.10
Provisions
A provision is recognized in the balance sheet when the Company has a present legal or constructive obligation as a result of a past event, and it is probable that an outflow of economic benefits will require to settle the obligation and a reliable estimate can be made of the amount of the obligation.
4.11
Impairment

The carrying amounts of the Company’s assets, other than inventories, are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the asset’s recoverable amount is estimated.

An impairment loss is recognized whenever the carrying amount of an asset or its cash generating unit exceeds its recoverable amount. Impairment losses are recognized in the statement of income.

When a decline in the fair value of investments in marketable securities held as available-for-sale securities has been recognized directly in equity and there is objective evidence that is impaired, the cumulative loss that had been recognized directly in equity is recognized in the statement of income even though the investment has not been derecognized. The amount of the cumulative loss that is recognized in the statement of income is the difference between the acquisition cost and current fair value, less any impairment loss on the investment previously recognized in the statement of income.
The recoverable amount is the greater of the asset’s net selling price and value in use.  In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.  For an asset that does not generate cash inflows largely independent of those from other assets, the recoverable amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had been recognized. All reversals of impairment losses are recognized in the statement of income.

4.12
Trade and Other Payables

Trade and other payable (including balance with related parties) are stated at cost.

4.13
Revenue 

Revenue excludes value added taxes or other sales taxes and is arrived at after deduction of trade discounts.
Revenue from the sale of goods is recognized in the statement of income when the significant risks and rewards of ownership of goods have been transferred to the buyer. 

4.14
Other income and expenses 

Interest expenses and similar costs are charged to the statement of income in the period in which they are incurred, except to the extent that they are capitalized as being directly attributable to the acquisition, construction or production of an asset which necessarily takes a substantial period of time to be prepared for its intended use or sale.
Interest income is recognized in the statement of income as it accrues.

4.15
Income tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.
4.16
Transaction Costs of an Equity Transaction

Transaction costs of an equity transaction represent legal fees, underwriting fees and other professional fees and have been included as a part of discount on share capital.

4.17
Discount on Debentures

The discount on debentures issued by overseas subsidiaries is amortized over the term of the related debt. During the year 2003, the said debentures no longer exist due to the success of the rehabilitation plan.
4.18
Gain on Debt Restructuring 

Gain on debt restructuring arises principally from forgiveness of debt. Legal fees and other direct costs incurred in granting an equity interest to a creditor in a troubled debt restructuring are recorded as a part of discount on share capital.  All other direct costs incurred to effect a troubled debt restructuring are deducted in arriving at gain on debt restructuring.

4.19
Basic and Diluted Earnings per Share

In 2004, Basic earnings per share is computed by dividing the net profit for the year by the number of ordinary shares outstanding at the end of the year in the amount of 8,986,398,641 shares.

The Company did not present diluted earnings per share for the year ended December 31, 2004 because the exercise price of outstanding share options was greater than the market value. The Company, therefore, did not have any ordinary shares equivalent for calculation of diluted earnings per share.

In 2003, basic and diluted earnings per share is calculated by dividing net profit for the year by the weighted average number of ordinary shares in issue during 2003 as follows:

	
	Number of Shares

	
	(Thousand)

	Weighted average number of ordinary shares (diluted)
	

	Weighted average number of ordinary shares during 2003
	2,053,066

	Effect of conversion of debt to equity
	   623,096

	Weighted average number of ordinary shares during 2003 (diluted)
	2,676,162

	
	

	
	In Thousand Baht

	
	

	Net profit attributable to ordinary shareholders (diluted)
	

	Net profit attributable to ordinary shareholders 
	23,227,875

	Effect of interest expense on conversion of debt to equity
	       54,902

	Net profit attributable to ordinary shareholders (diluted)
	23,282,777


As at December 31, 2004 and 2003, the Company reserved number of 7,539,257,347 ordinary shares of the Company in connection with the exercise of warrants and the conversion of debt to equity.
5.
TRANSACTIONS WITH RELATED PARTIES

Related parties are those parties linked to companies by common shareholders or directors.  Transactions with related parties are conducted on a normal of course of business at price based on market prices or at contractually agreed priced where no market prices exist. 

Related parties as at December 31, 2004 and 2003 consisted of:

	Related Companies
	
	Type of Business
	
	Relationship

	
	
	
	
	

	Year 2004
	
	
	
	

	
	
	
	
	

	Metal Star Co., Ltd.
	
	Cut-to-length, stretching and sales of steel
	
	Related company

	Steel Top Co., Ltd.
	
	Manufacture and sale of steel
	
	Co management

	Suntech Group Public Co., Ltd.
	
	Agriculture industry and sale of scrap
	
	Co shareholders and  Co management

	Suntech Scrap Processing Co., Ltd.
	
	Sale of scrap
	
	Co management

	Sriracha Harbour Public Co., Ltd.
	
	Port service
	
	Co shareholders and  Co management

	Hemaraj Land and Development Public Co., Ltd.
	
	Industrial estate
	
	Co shareholders and  Co management

	
	
	
	
	

	Year 2003
	
	
	
	

	
	
	
	
	

	N.T.S. Steel Group Public Co., Ltd.
	
	Manufacture and sale of steel
	
	Co shareholders and  Co management

	Metal Star Co., Ltd.
	
	Cut-to-length, stretching and sales of steel
	
	Related company

	Nakornthai Integrated Steels Co., Ltd.
	
	Manufacture and sale of steel
	
	Related company

	Steel Top Co., Ltd.
	
	Manufacture and sale of steel
	
	Co management

	Suntech Group Public Co., Ltd.
	
	Agriculture industry and sale of scrap
	
	Co shareholders and  Co management

	Suntech Scrap Processing  Co., Ltd.
	
	Sale of scrap
	
	Co management

	Sriracha Harbour Public Co., Ltd.
	
	Port service
	
	Co shareholders and  Co management

	Hemaraj Land and Development Public Co., Ltd.
	
	Industrial estate
	
	Co shareholders and  Co management

	Nakornthai Steel Co., Ltd.
	
	Sales agent
	
	Co shareholders 

	Tak-Ka-Pon Co., Ltd.
	
	Consulting and marketing services
	
	Related company


Transactions with related parties for each of the years ended December 31, 2004 and 2003 were as follows:

	
	
	
	In Million Baht

	
	
	
	Consolidated and The Company Only

	
	Pricing Policy
	
	2004
	
	2003

	Purchases
	
	=
	
	
	

	Suntech Scrap Processing Co., Ltd.
	Market price
	
	1,454.47
	
	-

	
	
	
	
	
	

	Consultant fee
	
	
	
	
	

	Tak-Ka-Pon Co., Ltd.
	Contract price
	
	-
	
	10.56

	
	
	
	
	
	

	Other expenses
	
	
	
	
	

	Suntech Group Public Co., Ltd.
	Contract price
	
	0.68
	
	4.47

	Hemaraj Land and Development Public Co., Ltd.
	Contract price
	
	6.03
	
	

-


	
	
	
	6.71
	
	4.47

	Transportation expense
	
	
	
	
	

	Sriracha Harbour Public Co., Ltd.
	Contract price
	
	50.60
	
	-


Significant balances with related parties as at December 31, 2004 and 2003 were as follow:
	
	Million Baht

	
	Consolidated
	
	The Company Only

	
	2004
	
	2003
	
	2004
	
	2003

	
	
	
	
	
	
	
	

	Long-term loans to and accrued interest 
	
	
	
	
	
	
	

	receivable from other related parties
	
	
	
	
	
	
	

	(interest rate per annum)
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	Metal Star Company Limited (16.0%)
	437.56
	
	437.56
	
	437.56
	
	437.56

	Tak Ka-Pon Company Limited  (16.0%)
	75.29
	
	75.29
	
	75.29
	
	75.29

	Nakornthai Integrated Company Limited (16.0%)
	87.82
	
	87.82
	
	87.82
	
	87.82

	Nakornthai Steel Work Company Limited (16.0%)
	3.71
	
	3.71
	
	3.71
	
	3.71

	Sathorn North Pattana Company Limited (16.0%)
	     0.57
	
	     0.57
	
	     0.57
	
	     0.57

	Total
	604.95
	
	604.95
	
	604.95
	
	604.95

	Less Allowance for doubtful accounts
	(604.95)
	
	(604.95)
	
	(604.95)
	
	(604.95)

	Total Long-term loan from other related parties-net
	     
-
  
	
	      
-
  
	
	
        -

	
	
      - 


	
	
	
	
	
	
	
	

	Advance payments 
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	N.T.S. Steel Group Public Company Limited
	13.97
	
	13.97
	
	13.97
	
	13.97

	NSM Steel Company Limited
	-
	
	-
	
	0.13
	
	0.13

	Steel Top Company Limited
	  0.27
	
	  0.27
	
	  0.27
	
	  0.27

	
	14.24
	
	14.24
	
	14.37
	
	14.37

	Less Allowance for doubtful accounts
	 (2.65)
	
	 (2.65)
	
	 (2.65)
	
	 (2.65)

	Total advance payments to related parties - net
	11.59
	
	11.59
	
	11.72
	
	11.72

	
	
	
	
	
	
	
	

	Total long-term loans and advances to
	
	
	
	
	
	
	

	related parties - net
	11.59
	
	11.59
	
	11.72
	
	11.72

	
	
	
	
	
	
	
	

	Refundable deposits (Part of the refundable
	
	
	
	
	
	
	

	deposits in the Balance Sheets)
	
	
	
	
	
	
	

	Other related party
	
	
	
	
	
	
	

	N.T.S. Steel Group Public
	
	
	
	
	
	
	

	Company Limited
	58.14
	
	60.00
	
	58.14
	
	60.00


	
	
	
	In Million Baht

	
	
	
	Consolidated and The Company Only

	
	
	
	2004
	
	2003

	
	
	
	
	
	

	Advance payment 
	
	
	
	
	

	(Part of the other current assets
	
	
	
	
	

	in the Balance Sheets) 
	
	
	
	
	

	Other related party
	
	
	
	
	

	Sriracha Harbour Public Co., Ltd.
	
	
	22.88
	
	      - 


	
	
	
	
	
	

	Trade accounts payable
	
	
	
	
	

	Other related parties
	
	
	
	
	

	Suntech Scrap Processing  Co., Ltd.
	
	
	228.21
	
	0.44

	Suntech Group Public Co., Ltd.
	
	
	1.92
	
	1.92

	N.T.S. Steel Group Public Company Limited
	
	
	     6.01
	
	  7.16

	Total
	
	
	  236.14
	
	  9.52

	
	
	
	
	
	

	Accrued expenses (Part of the accrued expenses in the Balance Sheets)
	
	
	
	
	

	Other related parties
	
	
	
	
	

	Suntech Group Public Co., Ltd.
	
	
	2.33
	
	1.61

	N.T.S. Steel Group Public Company Limited
	
	
	46.11
	
	55.95

	Hemaraj Land and Development Public Co., Ltd.
	
	
	6.90
	
	21.08

	Sriracha Harbour Public Co., Ltd.
	
	
	  33.87
	
	24.25

	Tak-Ka-Pon Co., Ltd.
	
	
	-
	
	2.94

	Steel Top Co., Ltd.
	
	
	

   0.30
  
	
	    0.30

	Total

	
	
	  89.51
	
	106.13


Long-term loans and accrued interest receivable from other related parties
Long-term loans to and accrued interest receivable from other related parties represent long-term loans to related parties for working capital in the form of promissory notes which bear interest at 16% per annum and are unsecured.  The Company has made full allowance for doubtful accounts for these long-term loans and accrued interest receivable. The Company ceased the recognition interest income on these long-term loans.
Advance payments

As at December 31, 2004 and 2003, the Company had advance payments to related parties of Baht 14.24 million in consolidated financial statements and Baht 14.37 million in the financial statements for the Company only.  Advance payments included lending material to a related party amounting to Baht 11.41 million.  On November 15, 2001 the Bankruptcy Court has granted an order in favor of the Company to receive a total amount of Baht 12.21 million against the said amount.  The Company has made an allowance for doubtful accounts of Baht 2.65 million in respect of this receivable. 
Refundable deposits

Refundable deposits for water usage of Baht 60 million were made to a related party under a 19 year agreement executed on February 1, 1997.  On November 15, 2001 the Bankruptcy Court has granted an order in favor of the Company to receive an amount of Baht 58.14 million against the said amount.  This is payable by the related party within 10 years, commencing on the 5th year, pursuant to the effective date of the rehabilitation plan of the related company, which is November 29, 2002.  The related party has also terminated the water usage agreement effective from September 13, 2002 in accordance with the rehabilitation plan. During the year 2004, the Company wrote off refundable deposits of Baht 1.86 million.
Consultant Fees

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

Guarantee and collateral under agreements with related parties
As at January 1, 2003, the Company had irrevocably and unconditionally guaranteed obligations of its subsidiaries to pay interest and principal under the terms of the Senior Notes, Senior Subordinated Notes, and the Debentures to private investor, amounting to not more than US$ 750 million. However, on the effective date of the rehabilitation plan, the Company converted the aforesaid debt to equity and restructured the term loan in accordance with the rehabilitation plan.

6.
CASH AND CASH EQUIVALENTS

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

	
	In Million Baht

	
	Consolidated and the Company only

	
	2004
	
	2003

	Cash and deposits at financial institutions
	926.14
	
	3,232.05

	Fixed deposits due within three months
	   100.80
	
	     30.15

	Cash and cash equivalents
	1,026.94
	
	3,262.20


7.
TRADE ACCOUNTS RECEIVABLE

As at December 31, 2004 and 2003, the Company had outstanding balances of trade accounts receivable aged by number of months since due date as follows:

	
	
	In Million Baht

	
	
	Consolidated and the Company only

	
	
	2004
	
	2003

	Not yet due
	
	30.76
	
	-

	Overdue for less than 1 month
	
	794.25
	
	-

	Overdue for more than 12 months
	
	    0.25
	
	0.25

	Total
	
	825.26
	
	0.25

	Less Allowance for doubtful accounts
	
	

-

	
	

-


	Total Trade Accounts Receivable - net
	
	825.26
	
	0.25


In 2004, trade accounts receivable amounting to Baht 809.23 million were covered by letters of credit.

8.
INVENTORIES

Inventories as at December 31, 2004 and 2003, consisted of: 

	
	In Million Baht

	
	Consolidated and the Company Only

	
	2004
	
	2003

	Finished goods
	   690.24
	
	     83.07

	Raw materials
	2,096.59
	
	305.63

	Spare parts and supplies
	595.64
	
	487.51

	Materials in transit
	   268.61
	
	   285.28

	Total
	3,651.08
	
	1,161.49

	Less allowance for devaluation of inventories
	    (20.40)
	
	  (125.79)

	Total inventories - net
	3,630.68
	
	1,035.70

	
	
	
	


As at December 31, 2004 raw materials are pledged as collateral for short-term loans from financial institutions amounting to USD 22.16 million (equivalent to Baht 868.82 million) (see Note 15).
9.
OTHER CURRENT ASSETS

Other current assets as at December 31, 2004 and 2003 consisted of:

	
	In Million Baht

	
	Consolidated and the Company Only

	
	2004
	
	2003

	Refundable value added tax
	353.87
	
	36.86

	Advance for import and others
	169.48
	
	-

	Others
	  85.80
	
	34.93

	Total 
	609.15
	
	71.79


10.
INVESTMENTS RECORDED BY THE EQUITY METHOD

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

	
	
	Percentage of
	
	In Million Baht 

	
	
	 Shareholding (%)
	
	Cost Method
	
	Equity Method

	
Offshore subsidiaries

	Business
	
	2004
	
	2003
	
	2004
	
	2003
	
	2004
	
	2003

	NSM Steel Company Ltd. and its wholly owned subsidiary, NSM Steel (Delaware), Inc.
	None
	
	  100
	
	100
	
	0.41
	
	0.41
	
	0.42
	
	0.42


NSM Steel (Deleware), Inc. and the Plan Administrator is in the process of formally liquidating the subsidiary.

11.
OTHER LONG-TERM INVESTMENTS

Other long - term investments as at December 31, 2004 and 2003, consisted of: 

	
	In Million Baht

	
	Consolidated and the Company Only

	
	2004
	
	2003

	Promissory notes
	143.14
	
	145.04

	Less allowance for doubtful accounts
	 (143.14)
	
	(143.14)

	Promissory notes - net
	

-

	
 
	     1.90

	
	
	
	

	Available-for-sale securities - marketable securities 
	50.68
	
	50.68

	Unrealized gain on investments
	    51.70
	
	  74.00

	Available-for-sale securities - net
	  102.38
	
	124.68

	
	
	
	

	Deposits pledged as collaterals
	    34.53
	
	   2.27

	Other long-term investments - net
	  136.91
	
	128.85


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

Available-for-sale securities came from a conversion of account receivable totaling Baht 101.37 million from a related party, Millennium Steel Public Co., Ltd., to its share capital of 101.37 million shares, at 1 Baht per share. The converted shares are subjected to sale restrictions and are to be released from restriction in the order of 50%, 70% and 100% of shares obtained, each year up to year 3, respectively, starting from the effective date of the rehabilitation plan.  On July 25, 2003, the Creditors Committee Meeting No. 1/2003 unanimously approved the sale for Baht 116.23 million of the Company’s investment in 50.68 million shares of Millennium Steel Public Co., Ltd. at cost of Baht 50.68 million, which were released from sale restrictions.  Gain from sale of the said shares was Baht 65.55 million has been recognized in 2003 statement of income.  As at December 31, 2004 and 2003, outstanding investment in securities of Millennium Steel Public Co., Ltd. was 50.68 million shares. Under the sale restriction, 20.27 million of these shares have been released from sale restrictions and 30.41 million shares are still subject to sale restrictions.

12.
PROPERTY, PLANT AND EQUIPMENT - NET

Property, plant and equipment in the Consolidated and the Company only financial statements as at December 31, 2004 consisted of:

	
	In Million Baht

	
	Beginning Balance
	
	
	
	
	
	Transfer in
	
	Ending  Balance

	
	as at January 1, 2004
	
	Increase
	
	Decrease
	
	(out)
	
	as at December 31, 2004

	Cost
	
	
	
	
	
	
	
	
	

	Land 
	781.92
	
	-
	
	-
	
	-
	
	781.92

	Building 
	4,932.03
	
	2.19
	
	-
	
	-
	
	4,934.22

	Plant and machinery
	14,456.52
	
	   0.45
	
	-
	
	-
	
	14,456.97

	Furniture and fixture
	22.31
	
	2.01
	
	-
	
	7.97
	
	32.29 

	Office equipment
	104.02
	
	14.76
	
	5.89
	
	14.35
	
	127.24

	Vehicles 
	3.45
	
	  0.52
	
	-
	
	-
	
	3.97

	Construction in 
	
	
	
	
	
	
	
	
	

	progress
	9,419.38
	
	      258.55
	
	-
	
	-
	
	9,677.93

	Total 
	29,719.63
	
	278.48
	
	5.89
	
	22.32
	
	30,014.54

	
	
	
	
	
	
	
	
	
	

	Accumulated Depreciation
	
	
	
	
	
	
	
	
	

	Building 
	1,360.40
	
	277.68
	
	-
	
	-
	
	1,638.08

	Plant and machinery
	883.74
	
	240.23
	
	-
	
	-
	
	1,123.97

	Furniture and fixture
	13.46
	
	3.16
	
	-
	
	7.97
	
	24.59

	Office equipment
	99.47
	
	3.47
	
	5.89
	
	8.63
	
	105.68

	Vehicles 
	3.44
	
	0.05
	
	-
	
	-
	
	3.49

	Total 
	2,360.51
	
	524.59
	
	5.89
	
	16.60
	
	2,895.81

	
	
	
	
	
	
	
	
	
	

	  Allowance for Loss on Impairment of Fixed Assets
	
	
	
	
	
	

	Land 
	212.92
	
	-
	
	-
	
	-
	
	    212.92

	Building 
	        36.45
	
	-
	
	-
	
	-
	
	36.45

	Plant and machinery
	1,847.01
	
	-
	
	-
	
	-
	
	1,847.01

	Furniture and fixture
	-
	
	-
	
	-
	
	-
	
	-

	Office equipment
	-
	
	-
	
	-
	
	-
	
	-

	Vehicles 
	-
	
	-
	
	-
	
	-
	
	-

	Construction in 
	
	
	
	
	
	
	
	
	

	progress
	577.79
	
	-
	
	-
	
	-
	
	577.79

	Total 
	2,674.17
	
	-
	
	-
	
	-
	
	2,674.17

	
	
	
	
	
	
	
	
	
	


	
	In Million Baht

	
	Beginning Balance
	
	
	
	
	
	
	
	Ending Balance

	
	as at January 1, 2004
	
	
	
	
	
	
	
	as at December 31, 2004

	Net Book Value
	
	
	
	
	
	
	
	
	

	Land 
	569.00
	
	
	
	
	
	
	
	569.00

	Building 
	3,535.18
	
	
	
	
	
	
	
	3,259.69

	Plant and machinery
	11,725.77
	
	
	
	
	
	
	
	11,485.99

	Furniture and fixture
	8.85
	
	
	
	
	
	
	
	7.70

	Office equipment
	4.55
	
	
	
	
	
	
	
	21.56

	Vehicles 
	0.01
	
	
	
	
	
	
	
	0.48

	Construction in 
	
	
	
	
	
	
	
	
	

	progress
	8,841.59
	
	
	
	
	
	
	
	9,100.14

	Total 
	24,684.95
	
	
	
	
	
	
	
	24,444.56


Depreciation charges for the years ended December 31, 2004 and 2003 were Baht 524.59 million and Baht 401.39 million, respectively.  These charges are included in the statements of income.
As at December 31, 2004 and 2003, the Company has assets still in use which have been fully depreciated with original cost of Baht 110.13 million and Baht 115 million, respectively.

As stipulated in the rehabilitation plan, during the year 2004, the Company has entered into the finishing plant construction contract with contractors in a total amount of Baht 1,567.95 million. 

On September 30, 1999, the Company’s property, plant and equipment was appraised by an independent appraisal firm by using the Market Approach for fair value of the land and by using the Cost Approach for fair value of the buildings and machinery and equipment. The appraised value of the Company’s fixed assets was less than their carrying value. As a result, the Company recognized an impairment loss in the value of its fixed assets of Baht 4,395.74 million and recorded this in the statement of income. 
On October 9, 2001 the Company’s property, plant and equipment were also reappraised by an independent appraisal firm by using the Market Approach for fair value of the land and by using the Cost Approach for fair value of the buildings and machinery and equipment. The appraised value of the Company’s fixed assets was less than their carrying value. As a result, the Company recognized an impairment loss in the value of its fixed assets of Baht 4,626.24 million and recorded this in the statement of income. 

On June 30, 2002, the Company's property, plant and equipment were reappraised by an independent appraisal firm. The appraisal was made on the Market Approach for fair value of the land and on the Cost Approach for fair value of the buildings, machinery and equipment. The appraised value of the Company's fixed assets was greater than their carrying value.  As a result, the Company has recorded a reversal of impairment loss of Baht 5,465.26 million. 

On November 30, 2003, the Company's property, plant and equipment were reappraised by an independent appraisal firm. The appraisal was made on the Market Approach for fair value of the land and on the Cost Approach for fair value of the buildings, machinery and equipment. The appraised value of the Company's fixed assets was greater than their carrying value.  As a result, the Company has recorded a reversal of impairment loss for the year ended December 31, 2003 of Baht 882.55 million, as detailed below: 



In Million Baht


	Description
	
	

Cost

	Accumulated

Depreciation
	
Impairment 

loss

	Net

 book value
	Reversal of

impairment loss
	Net book value after reversal of impairment loss

	Land
	
	781.92
	-
	(212.92)
	569.00
	-
	569.00

	Building
	
	4,932.03
	 (1,360.40)  
	(117.38)
	3,454.25
	80.91
	3,535.16

	Plant and Machinery
	
	14,456.52
	(883.74)
	(2,618.50)
	10,954.28
	771.50
	11,725.78

	Construction in
	
	
	
	
	
	
	

	Progress
	
	9,419.38
	

-

	    (607.93)
	  8,811.45
	  30.14
	  8,841.59

	Total
	
	29,589.85
	(2,244.14)
	(3,556.73)
	23,788.98
	882.55
	24,671.53


As a result, the value of property, plant and equipment as at December 31, 2003 increased by Baht  882.55 million, and the net profit for the year then ended increased by the same amount.

In 2004 and 2003, the Company’s land, buildings, machinery and equipment and construction in progress, whether currently owned or acquired in the future, are pledged as collateral for liabilities under rehabilitation plan as discussed in Note 17 to the financial statements. 

13.
INTANGIBLE ASSETS - NET

Intangible assets in the consolidated financial statements as at December 31, 2004, consisted of:
	
	
	In Million Baht

	
	
	Beginning Balance
	
	
	
	
	
	Transfer in
	
	Ending Balance

	
	
	as at January 1, 2004
	
	Increase
	
	Decrease
	
	(out)
	
	as at December 31, 2004

	Cost
	
	
	
	
	
	
	
	
	
	

	Software
	
	74.79
	
	2.24
	
	-
	
	(14.36)
	
	62.67

	License
	
	41.00
	
	-
	
	-
	
	-
	
	41.00

	Deferred charges
	
	0.55
	
	-
	
	-
	
	-
	
	0.55

	Total
	
	116.34
	
	2.24
	
	-
	
	(14.36)
	
	104.22

	
	
	
	
	
	
	
	
	
	
	

	  Accumulated Amortization
	
	
	
	
	
	
	
	

	Software
	
	45.65
	
	6.19
	
	-
	
	(8.63)
	
	43.21

	License
	
	9.76
	
	1.63
	
	-
	
	-
	
	11.39

	Deferred charges
	
	-
	
	-
	
	-
	
	-
	
	-

	Total
	
	55.41
	
	7.82
	
	-
	
	(8.63)
	
	54.60


	
	
	In Million Baht

	
	
	Beginning Balance
	
	
	
	
	
	
	
	Ending Balance

	
	
	as at January 1, 2004
	
	
	
	
	
	
	
	as at December 31, 2004

	Net Book Value
	
	
	
	
	
	
	
	
	
	

	Computer software
	
	29.14
	
	
	
	
	
	
	
	19.46

	License
	
	31.24
	
	
	
	
	
	
	
	29.61

	Deferred charges
	
	0.55
	
	
	
	
	
	
	
	0.55

	Total
	
	60.93
	
	
	
	
	
	
	
	49.62


Intangible assets in the Company only financial statements as at December 31, 2004, consisted of:
	
	
	In Million Baht

	
	
	Beginning Balance
	
	
	
	
	
	Transfer in
	
	Ending Balance

	
	
	as at January 1, 2004
	
	Increase
	
	Decrease
	
	(out)
	
	as at December 31, 2004

	Cost
	
	
	
	
	
	
	
	
	
	

	Software
	
	74.79
	
	2.24
	
	-
	
	(14.36)
	
	62.67

	License
	
	41.00
	
	-
	
	-
	
	-
	
	41.00

	Total
	
	115.79
	
	2.24
	
	-
	
	(14.36)
	
	103.67

	
	
	
	
	
	
	
	
	
	
	

	  Accumulated  Amortization
	
	
	
	
	
	
	
	

	Software
	
	45.65
	
	6.19
	
	-
	
	(8.63)
	
	43.21

	License
	
	9.76
	
	1.63
	
	-
	
	-
	
	11.39

	Deferred charges
	
	-
	
	-
	
	-
	
	-
	
	-

	Total
	
	55.41
	
	7.82
	
	-
	
	(8.63)
	
	54.60

	
	
	

	
	
	In Million Baht

	
	
	Beginning Balance
	
	
	
	
	
	
	
	Ending Balance

	
	
	as at January 1, 2004
	
	
	
	
	
	
	
	as at December 31, 2004

	Net Book Value
	
	
	
	
	
	
	
	
	
	

	Computer software
	
	29.14
	
	
	
	
	
	
	
	19.46

	License
	
	31.24
	
	
	
	
	
	
	
	29.61

	Total
	
	60.38
	
	
	
	
	
	
	
	49.07


Amortization charges for the years ended December 31, 2004 and 2003 were Baht 7.82 and Baht 9.11 million, respectively.

14.
CONSTRUCTION IN PROGRESS

Construction in progress includes “Direct Reduced Iron” plant (DRI), for which the Company had paid of  Baht 2,038.77 million. As at December 31, 2004, the Company is in the process of consideration of and discussion with certain suppliers and other relevant parties for completion of the project. The Company determined the allowance for impairment loss by using the value shown in the independent appraisal reports by American Appraisal (Thailand) Co., Ltd., dated October 9, 2001 and made allowance for impairment loss amounting to approximately Baht 47.38 million. During the year 2003, the Company has recorded a reversal of impairment loss of Baht 2.74 million by using the value shown in the independent appraisal reports by American Appraisal (Thailand) Co., Ltd., dated November 30, 2003.

15.
BANK OVERDRAFTS AND SHORT-TERM LOANS                                               FROM FINANCIAL INSTITUTIONS

Bank overdrafts and short-term loans from financial institutions as at December 31, 2004 and 2003, consisted of:
	
	In Million Baht

	
	Consolidated and the Company Only

	
	2004
	
	2003

	Bank overdrafts
	15.79
	
	15.79 

	Export bill negotiation
	694.33
	
	               -

	Short-term loan from financial institution 
	1,075.65
	
	

-


	Total
	1,785.77
	
	15.79


Short-term loan from financial institution represents trust receipt and promissory notes, bearing interest at from 3.31% to 5.21% per annum. 
In 2004, the Company obtained short-term trade financing facilities from financial institution with a total maximum credit limit of USD 40.0 million (equivalent to Baht 3,935 million). The trade financing facilities included letters of credit and trust receipts, bearing interest at rates ranging from 3.53% to 4.33 % per annum. 
Loans are secured by the pledge of specific raw materials owned by the Company financed under the facility and deposit at bank. The insurance proceeds for such pledged material have been assigned to the lenders.

Upon obtaining the above trade financing facilities, the Company aval promissory notes under trust receipt in the amount of USD 40.05 million to a bank. As at December 31, 2004, outstanding loan from such facilities covering by the promissory notes amounted to USD 22.16 million (equivalent to Baht 868.82 million). 

As at December 31, 2004 the Company had unused short-term credit facilities of Baht 1,708 million. Fees and withdrawal terms are in accordance with the loan agreement.
In 2003 , the Company repaid liabilities under trust receipts and accrued interest amounting to Baht 30 million in accordance with the rehabilitation plan. The remaining balance of liabilities under trust receipts has been forgiven.  The Company therefore, recorded the balance as a gain on debt restructuring amounting to Baht 16.41 million. The Company has recorded the bank overdrafts balance as of December 31, 2003 in accordance with the rehabilitation plan and recorded the remaining balance as a gain on debt restructuring amounting to Baht 6 million.

The above facilities are guaranteed by a director of the Company.

16.
LIABILITIES UNDER REHABILITATION PLAN

Liabilities under rehabilitation plan as at December 31, 2004 and 2003 consisted of:

	
	In Million Baht

	
	Consolidated and the Company Only (In Million Baht)

	
	Amount as at
	
	Increase
	
	Decrease
	
	Amount as at

	
	December 31,
	
	during the
	
	during the
	
	December 31, 

	
	2003
	
	Year
	
	Year
	
	2004

	Loans :
	
	
	
	
	
	
	

	Syndicated loans from Thai
	
	
	
	
	
	
	

	financial institutions
	4,520.11
	
	-
	
	-
	
	4,520.11

	Holder of A (Senior Mortgage Notes)
	1,767.32
	
	-
	
	23.81
	
	1,743.51

	Holder of B (Senior Subordinated Notes)
	2,051.68
	
	

-

	
	   27.64
	
	2,024.04

	Total loans
	8,339.11
	
	

-

	
	   51.45
	
	8,287.66

	
	
	
	
	
	
	
	

	Other liabilities:
	
	
	
	
	
	
	

	Past accrued interest
	2,769.22
	
	
	
	17.08
	
	2,752.14

	Accrued interest expense
	47.35
	
	258.49
	
	-
	
	305.84

	Others
	     774.53
	
	     6.30
	
	

-

	
	     780.83

	Total liabilities under rehabilitation plan
	11,930.21
	
	 264.79
	
	   68.53
	
	12,126.47


As at December 31, 2004, liabilities under rehabilitation plan increased and decreased due to exchange rate movement and interest charges as stipulated in the plan.  During the year 2004, the Company paid interest at 1% per annum on the Syndicated loans from Thai financial institutions. However, the actual disbursement of interest payable to the holder of MRA debt belonging to A and B bonds has not been effected as the Plan Administrator is in the process of identifying the beneficial owners of such notes and debentures by appointing an Information Agent.  Currently the Company is working with the Information Agent to finalize the ultimate beneficial owners of such Note holders and upon completion of such identification the Company will arrange for distribution of such settlements.
17.
DEBT RESTRUCTURING/REHABILITATION PLAN

Creditors passed a resolution to accept the rehabilitation plan (“Plan”) on November 26, 2002, and the Central Bankruptcy Court issued the order approving the Plan on December 11, 2002. The Company sought the fund by public offering. The Plan Administrator will propose the amount of sufficient funds to be confirmed by experts and specified in the prospectus of the Public Offering. The Plan is summarized as follows:

1.
Purpose of Reorganization

The purpose of the Plan is for the Company to obtain sufficient funds to resume its operations, including completion of its unfinished construction, and to provide necessary working capital for the operation of the Company’s business.  

2.
Provisions Regarding Procurement of Funds

The provisions on procurement of funds to rehabilitate the Company are summarized as follows:

2.1
Public Offering

In the Public Offering, the Plan Administrator will appoint an underwriter (“Underwriter”) to underwrite the sale of shares to the public.  The Plan Administrator may consider issuing new warrants to the subscribers of the Public Offering.  The Plan Administrator will cause the Company to issue such new warrants at the same time as the issuance of the subscribed ordinary shares in the Public Offering.  The numbers of shares and such new warrants shall be confirmed by the Underwriter under the conditions and price as follows:

The aggregate number of shares for the Public Offering shall not exceed 2,395,470,000 shares, and the aggregate number of shares for the Public Offering and for those reserved for exercise of such new warrants shall not exceed 3,473,430,000 shares.

In the event that Steel Dynamic Inc. agrees to reduce its holding in the Company’s shares as may be negotiated by the Plan Administrator as provided in the Plan, the aggregate number of shares shall be reduced proportionately.

However, in the Public Offering, the Plan Administrator may stipulate a condition prohibiting the Company from using those assets acquired by the Company with the proceeds of the Public Offering as collateral in favour of its creditors, except for the provision of collateral for the Company’s debts under the New Financing.

2.2
Procurement of Strategic Partner

In procuring a strategic partner, the Plan Administrator shall arrange to increase the Company’s share capital by issuing common shares and notify the Creditors’ Committee the person who will be the Strategic Partner.  Such proposal shall be submitted to the Creditors’ Committee within 180 days from the date on which the court approved the Plan (i.e. 180 days from December 11, 2002).  Such proposal shall be executed within nine months from the date on which the court approved the Plan (i.e. nine months from December 11, 2002) unless extended by the “super majority vote” of the Creditors’ Committee.

2.3
New Financing

In procuring New Financing, the Plan Administrator shall deliver the draft terms and conditions of the New Financing commitments to the Creditors’ Committee without delay, as soon as practicable but no later than nine months from the date on which the court approved the Plan (i.e. nine months from December 11, 2002) unless extended by the “super majority vote” of the Creditors’ Committee.

The Plan Administrator may use the assets of the Company, which have not been pledged, mortgaged or assigned to the creditors, as collateral for New Financing, and the lenders of New Financing will be entitled to receive repayment from the cash flow of the Company prior to other creditors under the Plan.

3.
Classification of Creditors

The Plan classified the creditors into 13 classes as follows:

	
	
	
	Planner estimation of claim 

(In Baht)

	(a)
	Class 1 Creditors
	Senior Secured Creditors - Bay Harbour Management LLC
	7,394,237,621

	(b)
	Class 2 Creditors
	Senior Secured Creditors - Thai Banks and other holders of Tranche A and Tranche B) and M.H.E. - Dematic (T) Limited
	25,346,229,061

	(c)
	Class 3 Creditors
	Holders of Tranche C Notes
	2,177,852,442

	(d)
	Class 4 Creditors
	Employee Claims
	400,000

	(e)
	Class 5 Creditors
	Equipment Claims
	162,436,222

	(f)
	Class 6 Creditors
	Guarantees Issued by Creditors to Government Authorities and Utilities Provider
	-

	(g)
	Class 7 Creditors
	Tax and Customs Obligations
	1,379,759,230

	(h)
	Class 8 Creditors
	Trust Receipt Claims
	35,501,465

	(i)
	Class 9 Creditors
	Claims on Guarantees Issued by Creditors to Guarantee Trust Receipts and Other Guarantees
	-

	(j)
	Class 10 Creditors
	Professional Advisors’ Claims
	37,759,277

	(k)
	Class 11 Creditors
	Operating Fund Creditors Provided in the Form of Overdraft
	15,794,587

	(l)
	Class 12 Creditors
	Contingent Claims of Underwriters
	-

	(m)
	Class 13 Creditors
	Other Creditors
	     470,473,787

	
	
	Total
	37,020,443,692


4.
Payment to Each Class of Creditors

4.1
Class 1 and 2 Creditors

The claims of Class 1 and 2 Creditors are divided into three portions as follows:

(a)
Claims of US$ 200 million will be paid within the period of 10 years from the Effective Date of the Master Restructuring Agreement.  The US$ 200 million can be converted into equity at the highest rate not exceeding Baht 2.92 per share as detailed in the Master Restructuring Agreement.  In addition, the claims with respect to the past accrued interest are included in the Master Restructuring Agreement.  The past accrued interest may be converted into equity at par value of the Company’s shares as detailed in the Master Restructuring Agreement.  If there is no event of default under the Master Restructuring Agreement, the past accrued interest which has not yet been converted will be discharged at the end of the tenth anniversary of the Effective Date.  In the case of an event of default, it shall be deemed that the past accrued interest shall be due.

(b)
The claims which will be converted into equity consist of the Thai Banks in the amount of 3,176,388,199 shares and the Bondholders in the amount of 2,932,050,646 shares.

(c)
The remaining claims, including interest, will be forgiven by Class 1 and 2 Creditors.

4.2
Class 3 Creditors

Tranch C Notes have been converted into 359,319,932 new ordinary shares of NSM at the rate of Baht 2.92 per share. All remaining claims will be forgiven.

For the year ended December 31, 2003, the Company has recorded a gain on debt restructuring from Class 1, 2 and 3 creditors amounting to Baht 22,475.78 million (Note 19).

4.3
Class 4 Creditors

Class 4 Creditors will be repaid at the rate of 23% of the principal.  The first Baht 100,000 will be repaid within ten days from the Effective Date or the date a final order is issued by the Official Receiver or the Court, whichever is later.  All remaining claims will be forgiven. 

4.4
Class 5 Creditors

The Plan Administrator will enter into an agreement on payment to Class 5 Creditors provided that the interest, storage fees, ancillary fees and surcharges incurred shall be forgiven by the creditors in this class.

Class 5 creditors totaled Baht 430.21 million.  The Company, as instructed by the Court, recorded the debt at Baht 284.19 million.  The remaining balance amounting to Baht 146.02 million was recorded as a gain on debt restructuring in 2003 (Note 19).

If the Plan Administrator cannot reach such agreement with any Class 5 Creditors, such Class 5 Creditors will receive payment at the rate of 50% of the principal provided that the interest, storage fees, ancillary fees and surcharges incurred shall be forgiven by the creditors in this class.

4.5
Class 6 Creditors 

When Class 6 Creditors present documentary evidences of payment pursuant to the letters of guarantee, the Plan Administrator will require the Company to pay in the amount paid by such creditors.

As at December 31, 2003, the Company has returned the letters of guarantee to the Class 6 Creditors.

4.6
Class 7 Creditors

If the Company is held liable to pay tax, the taxes which are preferred shall be paid in full within ten days from the Effective Date or the date a final order is issued by the relevant tax authorities or the Official Receiver and/or the competent court, whichever is later.  The taxes which are not preferred shall be paid in full according to the procedures of such authority within five years from the Effective Date or the date a final order is issued by the relevant tax authorities or the Official Receiver and/or the competent court, whichever is later.

4.7
Class 8 Creditors

Class 8 Creditors will be repaid by exercise of right of set - off against the Company’s deposited funds which will be transferred from Krung Thai Bank Public Company Limited in the amount of Baht 30 million.  The said right shall be exercised within 15 days from the effective date.  All remaining claims will be forgiven.

Class 8 creditors totaled Baht 46 million.  The Company, as instructed by the Court, recorded the debt at Baht 30 million.  The remaining balance amounting to Baht 16.41 million was recorded as a gain on debt restructuring in 2003 (Note 19).
As of December 8, 2003, the Company repaid such amount to Class 8 creditors.
4.8
Class  9 Creditors

As the claims of Class 9 Creditors duplicate those of Class 8 Creditors, Class 9 Creditors will not receive repayment.  If the Official Receiver or court issues an order permitting Class 9 Creditors to receive repayment, Class 9 Creditors will receive repayment at the rate of 2% of the principal.  All remaining claims will be forgiven.

As of December 31, 2003, the Company returned the original letters of guarantee to the Class 9 creditors.

4.9
Class 10 Creditors

The claims of Class 10 Creditors not objected to by the Planner will be paid in accordance with the existing applicable arrangement.  Those objected to by the Planner will be paid within 15 days from the later of the date a final order or judgment is issued by the Official Receiver or the Court or the Effective Date.

In accordance with the Plan, the Company has paid the whole amount of Baht 37.76 million to the Class 10 Creditors except Baht 0.21 million and the Company recorded a gain on debt restructuring amounting to Baht 4.67 million in 2003, resulting from forgiveness of debt (Note 19).

4.10
Class 11 Creditors

The claims of Class 11 Creditors will be repaid pursuant to the original terms and conditions.

As of December 31, 2003, The Company, together with the Plan Administrator, is in the process of discussion to obtain the facility from such creditors as per the Rehabilitation Plan upon which such creditors will receive the payment in accordance with the Rehabilitation Plan. 

Class 11 creditors totaled Baht 21.79 million.  The Company, as instructed by the Rehabilitation Court, recorded the debt at Baht 15.79 million.  The remaining balance amounting to Baht 6.00 million was recorded as a gain on debt restructuring in 2003 (Note 19).

4.11
Class 12 Creditors

If the Company is held to be liable to Class 12 Creditors, Class 12 Creditors will receive 2% of the principal.  All remaining claims will be forgiven.

As of December 31, 2003, Class 12 Creditors have withdrawn their claims.

4.12
Class 13 Creditors

The claims of Class 13 Creditors will be repaid at the rate of 75% of the principal within 10 years from the Effective Date or the date the final order is issued, whichever is later. The remaining claims will be forgiven.

Class 13 creditors totaled Baht 913.47 million.  The Company, as instructed by the Court, recorded the debt at Baht 583.35 million.  The remaining balance amounting to Baht 330.12 million was recorded as a gain on debt restructuring in 2003 (Note 19).

5.
Discharging Retained Loss

The Plan Administrator shall cause the Company to decrease its registered capital to effect a reduction of the deficit recorded in the Company's books by reducing the par value to Baht 8.25 per share on 7,186,398,640 shares, totaling Baht 12,576.20 million.

As of December 31, 2003, the Company recorded the above transaction and set off Baht 12,576.20 million against the deficit.

6.
Issuance of New Warrants to Existing Shareholders of the Company

The Plan Administrator shall arrange for the Company to issue new warrants to the existing shareholders whose names are recorded in the Company's register as at April 11, 2000.  The proportion for subscription for such new warrants is 1 share in the Company to 4.5 units of the new warrants.  The subscription price is Stang 5 per unit.
The terms and conditions of the new warrants issued to the existing shareholders of the Company are the same as those issued to the subscribers of new shares of the Company in the Public Offering.  The Plan Administrator will arrange for the Company to issue such new warrants at the same time as the issuance of the new warrants to the subscribers of new shares of the Company in the Public Offering.

As of December 31, 2003, the Company recorded proceeds from issuance of 3,233,879,388 new warrants to the existing shareholders of the Company in the amount of Baht 161.69 million.

7.
Offering of Securities to Management
The Plan Administrator will cause the Company to offer shares or convertible securities to executives employed by the Company as per the regulations of the Stock Exchange Commission.

8.
Restricted Sale of Shares

The shares issued to the creditors from the debt-to-equity conversion and the Company’s shares held by certain of the Company’s significant shareholders are subject to restriction of sale or transfer within 3 years except for the following:

(1)
The sale or transfer of 50% of the shares received from the debt-to-equity conversion prior to the first anniversary after the Effective Date;

(2)
The sale or transfer of an additional 20% of the shares received from the debt-to-equity conversion prior to the second anniversary after the Effective Date; and

(3)
The sale or transfer of an additional 30 % of the shares received from the debt-to-equity conversion prior to the third anniversary after the Effective Date.

In addition to the restrictions in the preceding paragraph, the creditors who receive shares in the Company from the debt-to-equity conversion and significant shareholders of the Company shall not transfer or sell their shares in the Company retained or acquired by them before the expiration of the period of three months from the date such Public Offering shares have been listed on the Stock Exchange of Thailand, or before 10 January 2003, whichever is later.

9.
Dividend

The Plan prohibits the payment of dividends to the Company’s shareholders until the creditors under the plan receive full payment of their debts.

The Company may pay dividends from its profits provided that all due payments of debts shall have been made, all payment reserves shall have been provided in accordance with the Master Restructuring Agreement, and only up to 50% of the remaining excess cash thereafter as provided in the Plan may be paid as dividend.

10.
Accomplishments of the Rehabilitation Plan

The occurrence of the Effective Date is subject to the satisfaction of the following conditions precedent, each of which must occur within 9 months from the confirmation date.

10.1
the creditors’ approval of this plan pursuant to the Bankruptcy Act

10.2
the order by the Bankruptcy Court approving the plan

10.3
the approval by “Super Majority Vote” and execution by the Company and the relevant parties of each of the Plan Implementation Documents and the effectiveness of each document and 

10.4
  the complete occurrence of the following events

10.4.1 the Company receives sufficient additional funds by one (or more) of the following schemes :
1) the subscribers to the Public Offering have made the payment of subscription price into the Company’s subscription account of and/or

2) the Strategic Partner has made the payment of subscription price to the Company and/or

3) the Company may draw down the funds under the New Financing commitments.

10.4.2 the Plan Administrator has fully performed all acts required under the Plan within 9 months from the confirmation date including those required to cause the applicable Plan Implementation Documents to become effective.

10.4.3  the Creditors’ Committee, upon considering

1) Approves the management team in the Company unless the Strategic Partner (if any) requests otherwise.

2) Approves the New Financing commitments and/or the Strategic Partner in the case that the Plan Administrator procures the additional funds through procurement of new financing and/or a Strategic Partner.

10.4.4  Initial conversion by financial creditors 

10.4.5 The Strategic Partner (if any) executes and delivers the proposal as provided within 180 days from the confirmation date.
10.5
The Stock Exchange of Thailand issues a letter permitting the Company’s securities to be traded on the Stock Exchange of Thailand.

On September 26, 2003, the Central Bankruptcy Court granted approval to the Plan Administrator to proceed with the registration of the decrease of the Company’s authorized share capital by 141 million shares from 860 million shares to 719 million shares and increase of the Company’s authorized share capital by issuing 12,097 million ordinary shares from 719 million shares to 12,816 million shares at the par value of Baht 10 each with the Ministry of Commerce to be in accordance with the debt restructuring set forth in the Plan. 

According to the Creditors’ Committee Meeting held on October 3, 2003, a resolution was passed to extend the period for achieving the Effective Date until December 31, 2003.  However the Company has received sufficient funds as required under the plan by means of the Public Offering and completed the debt-to-equity conversion on October 31, 2003.  The Effective Date of the Plan and Master Restructuring Agreement is, therefore, October 31, 2003.
18.
SHAREHOLDERS’ EQUITY

Share Capital

The Company registered the decrease of authorized share capital from Baht 8,600 million to Baht 7,186 million with the Ministry of Commerce on October 9, 2003, and the Company registered the increase of authorized share capital from Baht 7,186 million to Baht 128,157 million with the Ministry of Commerce on October 10, 2003.

The Company registered the increase of paid-up share capital derived from debt-to-equity conversion from Baht 7,186 million to Baht 71,864 million with the Ministry of Commerce on October 31, 2003.

The Company registered the decrease of par value of shares from Baht 10 per share to Baht 8.25 per share, and the resulting in a decrease in paid-up share capital by Baht 12,576 million from Baht 71,864 million to Baht 59,288 million to set off against the accumulated deficit of Baht 12,576 million, and authorized share capital from Baht 128,157 million to Baht 105,730 million, with the Ministry of Commerce on November 4, 2003.

On October 31, 2003, the Company received the proceeds from public offering totaling Baht 3,960 million with an offering price of Baht 2.20 per share and the Company registered the increase of paid-up share capital from Baht 59,288 million to Baht 74,138 million with the Ministry of Commerce on November 6, 2003.

Warrants

On August 8, 2003, the Creditors Committee Meeting No. 2/2003 unanimously approved the extension of the period for achieving the Effective Date of the Plan by 30 days. The following is terms and conditions of the Warrants.

· The Company will allot 3,233,879,388 units of Warrants to the Existing Shareholders whose names appeared in the Company’s share register as owners of existing shares on the closure of the share register on April 11, 2000 at the ratio of 1 existing share for 4.5 units of Warrants 

-
Offering price of a warrant is Baht 0.05 per unit.

-
One Warrant will be exercisable for one new ordinary share at the initial price of Baht 3.162 per share subject to further adjustments on the occurrence of adjustable events.

-
3,233,879,388 shares are to be reserved for exercise of the Warrants, equal to 35.99 percent of the total issued shares and those for Public Offering and debt-to-equity conversion pursuant to the Plan.

-
The Warrants shall have an eight years maturity from the issuing date, whereby the Company shall issue the Warrants within 14 days from the end of the subscription period. The last exercise date will be at the expiration of the term of the Warrants.

-
The Exercise Date is the last business day of March, June, September, and December, during the term of the Warrants, except the last Exercise Date. The first Exercise Date shall be after the expiration of three years after issuing the Warrants. Accordingly, the first Exercise Date falls on December 29, 2006, and the last Exercise Date is on the expiry date of the term of the Warrants.

During October 27, 2003 to November 3, 2003, the Company received proceeds from sale of warrants totaling Baht 161.69 million.

Discount on share capital

Discount on share capital as at December 31, 2004 and 2003 consisted of:

	
	In Million Baht

	
	

	Premium on share capital
	
(510.00)

	Discount on share capital :
	

	
Through public offering
	10,890.00

	
Through debt-to-equity conversion
	45,791.73

	
Transaction costs of an equity transaction
	     192.61

	Discount on share capital
	56,874.34

	Total discount on share capital
	56,364.34


19.
CREDITORS CLAIM AND GAIN ON DEBT RESTRUCTURING

As at December 31, 2003, the trustee of the debenture holders has claimed against the Company which duplicate claims by the debenture holders.  The Company believes that these claims exceed the amounts rightly payable by the Company amounting to Baht 6,066.05 million.  The Company has, therefore, brought the dispute to the Rehabilitation Court for adjudication.  The Plan Administrator in the Creditors’ committee meeting No. 3/2547 on July 8, 2004, obtained the resolution to withdraw the adjudication filed with the Central Bankruptcy Court of Thailand for the trustee and debenture holders’ claim as the Official Receiver has passed orders which negate the implication of double claim. The Rehabilitation Court had adjudicated that in case the debenture holders’ claim is acknowledged by the Company, the trustee claim has to be reduced by the same amount and vice versa.

The Plan Administrator has, accordingly, filed petition to the Rehabilitation Court to withdraw the objection against the claim of the trustee and debenture holders on July 9, 2004. The Rehabilitation Court has approved the withdrawal of the petition against the trustee’s claim. On July 12, 2004, the Rehabilitation Court approved withdrawal of the petition against the debenture holders’ claim.

The Plan Administrator is currently in the process of identifying the beneficiary holders of the Notes and Debentures in order to fulfil the settlements as approved under the rehabilitation plan. Currently, the Company is working with the Information Agent to finalize the ultimate beneficial owners of such Note holders and upon completion of such identification the Company will arrange for distribution of such settlements.
The gain on debt restructuring for the year ended December 31, 2003 was as follow:

	
	
	
	In Million Baht

	
	
	
	Consolidated and the Company Only

	Classification of Creditors 
	
	
	

	Class 1, 2 and 3 Creditors
	
	
	

	 - Loans
	
	
	22,086.78

	 - Warrants
	
	
	     389.00

	Total Class 1, 2 and 3 Creditors
	
	
	22,475.78

	Class 5 Creditors
	
	
	146.02

	Class 8 Creditors
	
	
	16.41

	Class 10 Creditors
	
	
	4.67

	Class 11 Creditors
	
	
	6.00

	Class 13 Creditors
	
	
	330.12

	Less legal fees and other direct costs
	
	
	      (18.95)

	Gain on debt restructuring - net
	
	
	22,960.05


20.
OTHER EXPENSES

Other expenses for the years ended December 31, 2004 and 2003 consisted of :

	
	
	In Million Baht 

	
	
	Consolidate and the Company Only

	
	
	2004
	
	2003

	Loss on writing off transaction costs of debt instrument
	
	-
	
	748.30

	Impairment loss in value of other current assets
	
	-
	
	12.34

	Directors’ remuneration 
	
	-
	
	1.51

	Others
	
	

-

	
	    2.80

	
	
	

-

	
	764.95


21.
PROMOTIONAL PRIVILEGES

The Board of Investment has approved the granting of promotional privileges to the Company by issuing certificates for the manufacturing of Hot Rolled Coils (BOI privilege for "CSP" project), Direct Reduced Iron (BOI privilege for "DRI" project) and Cold Rolled/Coated products (BOI privilege for "PGL" Project).  The promotional privileges include exemption for import duties of certain machinery permitted by the Board of Investment and corporate income tax for the net income arising from the promoted activities for eight years from the date when revenue is first earned from the promoted business.

During 2004, the Company applied for the extension of BOI privileges approved by the Board of Investment. The Board of Investment has granted the extensions of the privileges as follows;

· BOI privilege for "DRI" up to April 24, 2005
· BOI privilege for "PGL" up to March 13, 2005
Currently, the extension of the BOI privilege for CSP is under consideration of the Board of Investment.
During 2003, the Company applied for the extension of the above BOI privileges, as the Company ceased construction/production during 1998 and the Company has to resume construction/operations under the promoted business within the year 2004.  The Board of Investment has granted the extensions of the privileges as follows;

· BOI privilege for “CSP” up to May 27, 2004
· BOI privilege for “DRI” up to April 24, 2004

· BOI privilege for “PGL” up to March 13, 2004
During 2002 the Company submitted revised income tax returns, from 1998 through 2001, to the Revenue Department and revised income reports to BOI authorities for the same periods, reclassifying the 1998 CSP project sales income as non promoted sales income, as the CSP project was under Commissioning and Test Run during 1998. Currently, the Company has not received additional information from the Revenue Department. The Company’s management believes that the Revenue Department and the Board of investment shall accept such revised income tax report.
As a promoted company, the Company must comply with certain terms and conditions specific in the promotional certificate.
22.
SEGMENT INFORMATION

The Company has been engaged in the production and distribution of hot-roll coil. The segment information of the Company are as follows:
For the year ended December 31, 2004
	
	(In Million Baht)

	
	Domestic
	
	Export
	
	Total

	Sales BOI
	5,421.58
	
	4,069.44
	
	9,491.02

	Sales Non-BOI
	   239.33
	
	

-

	
	   239.33

	Total Sales
	5,660.91
	
	4,069.44
	
	9,730.35


For the year ended December 31, 2003, the Company operates in only one segment which was non BOI business.
For the years ended December 31, 2004 and 2003, the subsidiaries had no commercial operations.
23.
MASTER RESTRUCTURING AGREEMENT ("MRA")

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

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

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

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

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

-
Interest Rate
1)  The interest on Thai Baht denominated debts will be at the MLR as determined by Thai Military Bank Public Co., Ltd. (Formerly the Industrial Finance Corporation of Thailand).
2)  The interest on US$ denominated debts will be at the LIBOR.

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

Year 1 - 3,
at the rate of 1%

Year 4,
at the rate of 3%

Year 5,
at the rate of 5%

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

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

-
Excess Cash flow

Excess Cash flow shall be applied to repay the following:

1)  Deferred interest

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

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

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

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

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

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

·  Restructured Debt

·  Deferred Interest.

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

The option relates to the Restructured Debts:

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

Restructured Debt Conversion Price shall be Baht 2.20 per share or if the structure of the Public Offering or issuance of shares to the Strategic Partner make it difficult to value, the Restructured Debt Conversion Price will be based on the appraisal to be performed by an internationally recognized accounting or investment banking firm(s) mutually appointed by the agent and the Company, provided that, in such event, the Restructured Debt Conversion Price shall not exceed Baht 2.92 per share.
The Option relates to the Past Accrued Interest:

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

1) Prior to the 6th anniversary of the Effective Date, the option is exercised at par value; or
2) At the end of year ten and no later than 12 months thereafter, the option is exercised at the average closing price of the Company’s shares on the Stock Exchange of Thailand over a period of six months prior to the respective conversion date minus 20%; or

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

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

-
Demand of Payment of Past Accrued Interest

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

-
Collateral

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

The Company has to comply with all terms and conditions prescribed in this agreement. This agreement includes the shareholder agreements which the Company entered into on October 6, 2003 with Shareholders, Warrant holders and Warrant holder representatives.

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

24.
FINANCIAL INSTRUMENTS

The Company has not entered into any derivative contracts to hedge its exposure to foreign currency exchange risk. 

Accounting Policies 
The accounting policies are disclosed in Note 4.
Significant risks of financial instruments are summarized as follows:

Interest Rate Risk

Interest rate risk is the uncertainty in value of financial assets and liabilities or net interest income as a result of the fluctuation of the market interest rate. Most of the interest rates of financial assets and liabilities of the Company are floating rates, which are based on market rates.

Liquidity Risk

Liquidity risk arises from the difficulty in mobilizing funds for timely and adequately meeting commitments under financial instruments. Liquidity risk may arise from failure to sell financial assets at a price close to the fair value. 

Fair Value:

Fair value is the value, which the Company expects to receive from disposing of financial assets or the value that the Company expects to pay for redemption of financial debt by using the market value or the appraisal value of the general financial market methodology. 

The fair value of financial assets and liabilities is close to the carrying value in the financial statements (Approximate Carrying Value). 

Assets and liabilities schedule classified by due date as of December 31, 2004.



(In Million Baht)
	
	At Call
	0-3 month
	Over

3-12 month
	Over

1-5 year
	Over

6-9 year
	Due

10 year
	Total
	Annual percentage rate of return

	Financial assets :
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	1,026.94
	
-
	-
	-
	-
	-
	1,026.94
	1%

	Current investment – deposit at financial institutions pledge for issuing letter of credit
	-
	592.66
	-
	-
	-
	-
	592.66
	1.5%

	Trade accounts receivable
	-
	825.26
	-
	-
	-
	-
	825.26
	

	Other long term investments
	
-
	
	-
	136.91
	-
	-
	136.91
	

	Financial liabilities:
	
	
	
	
	
	
	
	

	Bank overdraft and short-term loan from
	
	
	
	
	
	
	
	

	   financial institutions
	
-
	1,785.77
	-
	-
	-
	-
	1,785.77
	-

	Trade accounts payable
	-
	447.71
	-
	-
	-
	-
	447.71
	-

	Construction Cost payable
	-
	7.48
	-
	-
	-
	-
	7.48
	-

	Accrued expenses
	-
	409.17
	-
	-
	-
	-
	409.17
	-

	Liabilities under rehabilitation plan
	-
	-
	-
	-
	12,126.47
	
	12,126.47
	MLR, LIBOR


Assets and liabilities schedule classified by due date as of December 31, 2003.

(In Million Baht)
	
	At Call
	0-3 month
	Over  

3-12 month
	Over

1-5 year
	Over

6-9 year
	Due 

10 year
	Total
	Annual percentage rate of return

	Financial assets :
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	3,262.20
	-
	-
	-
	-
	-
	3,262.20
	1%

	Current investment – deposit at financial 
	
	
	
	
	
	
	
	

	institutions pledge for issuing letter of credit
	-
	197.19
	-
	-
	-
	-
	197.19
	1.5%

	Other long term investments
	-
	-
	-
	2.27
	126.57
	-
	128.84
	1.5%

	Financial liabilities:
	
	
	
	
	
	
	
	

	Bank overdraft and short-term loan from
	
	
	
	
	
	
	
	

	financial institutions
	-
	-
	-
	15.79
	-
	-
	15.79
	-

	Trade accounts payable
	-
	32.63
	-
	-
	-
	-
	32.63
	-

	Construction Cost payable
	-
	35.04
	-
	-
	-
	-
	35.04
	-

	Accrued expense
	-
	107.81
	-
	-
	-
	-
	107.81
	-

	Liabilities under rehabilitation plan
	-
	-
	-
	-
	-
	11,930.21
	11,930.21
	MLR, LIBOR


Maturities of Financial Assets and Liabilities

Details of the maturities of financial assets and liabilities have been provided in the relevant notes to the financial statements.

Estimated Fair Value of Financial Instruments

The fair values of financial instruments have been estimated by the Company using available market information and appropriate valuation methodologies.

The carrying amounts and estimated market values of financial instruments as at December 31, 2004 and 2003, are as follow:

	
	Million Baht

	
	2004
	
	2003

	
	Balances
	
	Fair value
	
	Balances
	
	Fair value

	Financial assets :
	
	
	
	
	
	
	

	Cash and cash equivalents
	
1,026.94
	
	
1,026.94
	
	
3,262.20
	
	
3,262.20

	Current investment – deposit at financial
	
	
	
	
	
	
	

	institutions pledge for issuing
	
	
	
	
	
	
	

	letters of credit
	            592.66
	
	              592.66
	
	            197.19
	
	              197.19

	Trade accounts receivable
	            825.26
	
	              825.26
	
	                0.25
	
	                  0.25

	Other long-term investments
	
136.91
	
	
136.91
	
	            128.85
	
	              128.85

	Financial liabilities :
	

	
	

	
	
	
	

	Bank overdrafts and short-term
	
	
	
	
	
	
	

	loans from financial institutions
	
1,785.77
	
	
1,785.77
	
	
15.79
	
	
15.79

	Trade accounts payable
	
447.71
	
	
447.71
	
	
32.63
	
	
32.63

	Construction cost payable
	
7.48
	
	
7.48
	
	
35.04
	
	
35.04

	Accrued expenses
	
409.17
	
	
409.17
	
	
107.81
	
	
107.81

	Liabilities under rehabilitation plan
	
12,126.47
	
	
12,126.47
	
	
11,930.21
	
	
11,930.21

	
	
	
	
	
	
	
	


25.
COMMITMENTS AND CONTINGENCIES

As at December 31, 2004 the Company has the following commitments:

Long-term Agreements

-
Contracts for construction of plants for Baht 1,351 million.

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

Refractory Management Agreement

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

Letters of Guarantee

As at December 31, 2004, the Company had commitments under letters of guarantee issued by a bank for utilities supplies in the amount of Baht 62.53 million .
Lease and Service Agreements

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

As at December 31, 2004, the Company committed to pay for future rental and services in respect of the aforesaid agreements as follows :


Payments within


In Million Baht

1st year

3.52

2nd year

2.05

Total

5.57
Letters of Credit

As at December 31, 2004, the Company had commitments under letters of credit with oversea suppliers amounting to approximately Baht 454.48 million.
Forward contract

As at December 31, 2004, the Company has a facility with the bank resulting from forward contract in the amount of Baht 1,568.10 million or its equivalent to USD 40 million.

As at December 31, 2004, the Company used such forward contract facility in the amount of USD 10.36 million or its equivalent to Baht 405.44 million, which would be due in January 2005.
Pending Litigation

As at December 31, 2004, the Company had the following pending litigations:

Central Bankruptcy Court

The Company’s creditors were required to submit claims to the Official Receiver for outstanding debts on May 8, 2000. Some creditors filed claims significantly greater than those recorded in the Company’s accounts. The Company did not adjust its liabilities to reflect these differences in the financial statements. As of December 31, 2004, total claims filed by the creditors against the Company amounted to Baht 434.99 million. The Company believes that these claims exceed the amounts rightly payable by the Company. The Company has, therefore, brought the dispute to the Rehabilitation Court for adjudication. The Company has, however, recorded liabilities totaling of Baht 362.75 million for such claims equal to the amounts claimed by the creditors adjusted for the proportional rate approved in the rehabilitation plan. As a result, the recorded liability is Baht 72.24 million less than the amount claimed by the creditors to the Rehabilitation Court.  However, such difference of liabilities will be subjected to the limitation provided under treatment of each creditor class in accordance with the approved rehabilitation plan. As of December 31, 2004, the matter has not been settled by the court and it is not possible to determine what adjustments, if any, would be required to be made by the Company when this matter is finally settled by the Court.
Central Intellectual Property and International Trade Court
According to the Black Case No.Kor.Kaw. 5/2548 dated January 21, 2005, Maharaj Planner Company, Limited, in the capacity of the planner of the Company, is the plaintiff who has sued a domestic financial institution and a foreign financial institution (collectively called "Defendant"), in the Central Intellectual Property and International Trade Court, in respect of a letter of credit. The defendant has committed an act of breach of conditions under the letter of credit, which caused damage to the Company.  The defendant had made payment to a foreign seller by a letter of credit covering the cost of goods amounting to USD 4.92 million (equivalent to Baht 201.58 million) without delaying payment till the fulfillment of conditions under the letter of credit as instructed by the Company. The defendant had deducted the said sum from the Company's account. The Company has not yet received the said goods.  Therefore, the Company has sued the defendant for damages, including interest cost and other estimated damages, amounting to Baht 8,593.72 million.
The Company accounted for the amount deducted from the Company’s account by the Defendant as a part of “Advance to Supplier” and classified as “Non-Current Assets” in the balance sheets. Currently, the case is still under the consideration of the court.  
Civil Case

1) An insurance company filed a claim against the Company through the South Bangkok Civil Court in respect of unpaid insurance expenses for the year 2001 in the amount of Baht 5.43 million. The Company’s  lawyer held a brief to such Court that the Company is in the process of restructuring and the Company was watched over in case of any claim which had occurred before the Court approved date without the approval of the Central Bankruptcy Court.  The said expenses had occurred before the Central Bankruptcy Court approved the plan and the said company sued the Company without the Central Bankruptcy Court’s permission. The claim is, therefore, prohibited according to the Bankruptcy Act. The South Bangkok Civil Court ordered to temporary dispose of the case and passed the case to the President of the Supreme Court to consider whether the case was under the jurisdiction of the South Bangkok Civil Court. On September 13, 2004, the President of the Supreme Court considered that this case was under the jurisdiction of the South Bangkok Civil Court. Presently, the aforesaid case is in the process of consideration by the South Bangkok Civil Court.

2) Several former employees have filed lawsuits against the Company alleging that they were wrongfully terminated in violation of their employment agreements and claiming damages of approximately Baht 55.45 million which is in part of Central Bankruptcy Court. The Company is defending itself against these claims and believes it will prevail.  Therefore, no provision has been made for those claims. Several lawsuits have been filed against the Company by vendors seeking payment of overdue amounts totaling Baht 54.25 million which is in part of Central Bankruptcy Court. This amount is included in the Company’s accounts payable. Additional lawsuits have been filed by vendors seeking Baht 0.54 million for interest on late payments and reimbursement of costs associated with the termination of a contract by the Company. Further, a suit has been brought against the Company by an insurance company seeking Baht 16.46 million in compensation for damage to equipment owned by a third party insured.  These cases are being tried in court and the Company is defending itself against these claims.  The Company believes it will prevail in these cases, therefore no provision has been established for these claims. All litigation filed against the Company in Thai courts has been suspended pursuant to the automatic stay provisions of Thailand’s bankruptcy law.
The Subsidiaries’ lawsuit 
A group of investors who purchased the Company’s Senior Notes, Senior Subordinated Notes and Debentures have filed lawsuits against the Company’s subsidiaries and several of the Company’s advisors in courts in the United States of America.  The Company has indemnified some of its advisors against any losses that may be sustained by them as a result of these cases. The Company and its subsidiaries believe these claims are without merit, however, the Company’s subsidiaries have decided not to defend themselves against these claims due to the high costs associated with such a defense. As a result of the decision not to defend against these claims, a default judgment was issued against the Company’s subsidiaries by a U.S. court in one case. The plaintiff in this case is seeking damages of approximately US$ 42.10 million.
The U.S. Court has not assessed the value of the claim against the Company’s subsidiaries and such value cannot be determined at this time.  Also, the outcome of the cases against the Company’s advisors is uncertain and the amount of any potential related indemnification claims cannot be determined. Therefore, the Company has established no provision for these potential liabilities. Currently, the Company is not aware of any change in position in connect with the aforesaid case.
26.
LEGAL RESERVE
Under the provisions of the Limited Public Company Act, B.E. 2535, the Company required to appropriate at least 5% of its annual net income after deduction of the deficit brought forward (if any) as a legal reserve until the legal reserve reaches 10% of the authorized share capital.  The Company made  appropriation for legal reserve of Baht 4.76 million in 2004. The legal reserve is not available for dividend distribution.

27.    PERSONNEL EXPENSES
As at December 31, 2004 and 2003, the Company has 575 and 317 employees, respectively. The Company incurred personel expenses for the years ended December 31, 2004 and 2003 amounting to Baht 211.11 million and Baht 61.82 million, respectively. 

28.
BUSINESS MERGER

On January 21, 2003 and June 7, 2003 the Company signed a Memorandum of Understanding (MOU) relating to the business merger with SICOS and Thai Asset Management Corporation (TAMC), in order to study the possibility of merging the Company with SICOS. The MOU has been agreed as follows:

1) The merger will be in the form of acquisition by the Company of certain unencumbered assets of SICOS, consisting of machinery and equipment as listed in the MOU (the “Assets”).  Upon such transfer, the Company will pay for the assets by issuance of new shares in the Company to creditors of SICOS.

2) The price of the Assets will be agreed upon between the Company and TAMC, and will depend upon the due diligence on the Assets, the manufacturers’ warranty in respect of the Assets and the valuation of the Assets by an independent appriaser.

3) The price of the Company's shares to be issued to creditors of SICOS will be the Public Offering price. The number of the Company's shares to be issued will depend on the agreed price of the Assets. The MOU is silent as regards the management structure of the Company after the transfer of Assets.

4) The parties agree to complete the transfer of Assets by December 31, 2003.

As of December 31, 2003, the MOU has expired as per the terms of the MOU and the business merger under such MOU did not happen. 
29.
RECLASSIFICATION OF ACCOUNTS

Certain accounts in the 2003 financial statements have been reclassified to conform with the 2004 financial statement presentation.
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