
PREECHA GROUP PUBLIC COMPANY LIMITED AND SUBSIDIARIES

NOTES TO INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2004 AND 2003 (REVIEWED)

AND FOR THE YEAR ENDED DECEMBER 31, 2003 (AUDITED)
1.
GOING CONCERN AND BASIS OF FINANCIAL STATEMENT PRESENTATION
The Company has significant deficit. Currently, the Company is in the process of debt restructuring negotiation with certain lenders. However, the financial statements of the Company for the three-month period ended March 31, 2004 and 2003 and for the year ended December 31, 2003  are prepared on the basis of the Company continuing their business. The ability to run a business is based on the ability to increase incomes, reduce costs, find new sources of funds, and ability to extend loan repayment periods, etc. The financial statements do not include any adjustments relating to the recoverability of the recorded assets and the amounts and classification of liabilities that might be necessary should the Company be unable to successfully implement their operational plans.
The accompanying interim financial statements have been prepared in Thai language, express in Thai Baht, and in conformity with generally accepted accounting principles practiced in Thailand.

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

The accounting standards, being adopted by the Company, may not be in conformity with generally  accepted  accounting principles practiced in other countries due to the accompanying interim financial statements are not intended to present the financial position, results of operation and cash flows in accordance with accounting principles and practices generally accepted in countries and jurisdictions other than Thailand. Accordingly, these interim financial statements have not been designed for those who are not familiar with Thai accounting  principles and practices.

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

For the convenience of the readers, an English version of interim financial statements have been translated from the Thai version of interim financial statements. Such financial statements have been prepared for domestice reporting purpose.

The consolidated financial statements for the three-month periods ended March 31, 2004 and 2003 and for the year ended December 31, 2003, consisted of the financial statements of Preecha Group Public Company Limited, which is a parent company, and subsidiaries as follows:

	
	
	Percentage of holdings

	
	
	March 31,
	
	December 31,

	
	Business Type
	
	2004
	
	2003
	
	2003

	P.B. Estate Company Limited
	Real Estate
	
	100%
	
	100 %
	
	100 %

	G.H.I. Entertainment Company Limited
	Real Estate
	
	100%
	
	100 %
	
	100 %

	Housing Complex Company Limited
	Real Estate
	
	100%
	
	100 %
	
	100 %

	L. Estate Company Limited.
	Real Estate
	
	100%
	
	100 %
	
	100 %


All significant intercompany transactions and accounts are eliminated in preparing the consolidated financial statements.
2.
GENERAL INFORMATION AND TRANSACTIONS WITH PERSONS AND RELATED COMPANIES
Preecha Group Public Company Limited and subsidiaries are principally engaged in real estate. The Company is incorporated and domiciled in Thailand. The address of the Company’s registered office is 1919 Pattanakarn Road, Suanluang, Bangkok.
The Company operates mainly within the property development business. Therefore, the Company is not required to disclose further segment information.

Part of the Company’s accounting transactions resulted from transactions with its related persons and companies. These companies are related through common shareholdings and/or directorships. The significant accounting transaction with its related parties as included in the financial statements are determined at the price in line with those occur in the normal course of business based on the market price in general or the price as stipulated in the agreement if no market price exists.

The Company’s significant accounting transactions with its related persons and companies as at March 31, 2004 and December 31, 2003 are as follows:

(Unit : Thousand Baht)

	
	Consolidated
	
	Company Only

	
	March 31, 2004
	
	December 31,2003
	
	March 31,  2004
	
	December 31,2003

	Rental deposit
	371
	
	371
	
	114
	
	114

	Loans receivable
	-
	
	-
	
	105,836
	
	113,592

	Accrued interest income
	-
	
	-
	
	79,431
	
	77,613

	Deposit for purchase of assets
	85,557
	
	85,557
	
	85,557
	
	85,557

	Advance from directors
	12,582
	
	12,786
	
	2,930
	
	2,735

	Loans payable
	-
	
	-
	
	33,234
	
	35,050

	Accrued interest expense
	-
	
	-
	
	7,815
	
	7,240

	Accrued rental expense
	8,415
	
	8,043
	
	2,660
	
	2,546

	Accrued expenses
	532
	
	532
	
	483
	
	483


The Company’s significant accounting transactions with its related companies for the three-month periods ended March 31, 2004 and 2003 are as follows:

	
	
	
	
	(Unit : Thousand Baht)

	
	Consolidated
	
	Company Only

	
	March , 31
	
	March , 31

	
	2004
	
	2003
	
	2004
	
	2003

	Interest income
	-
	
	             -
	
	1,818
	
	3,305

	Interest expense
	-
	
	             -
	
	576
	
	729

	Rental expense
	           372
	
	           372
	
	114
	
	114


Investments / Loans Receivable / Loans Payable with Related Companies

Investments in subsidiaries stated by the equity method, as at March 31, 2004  and  December 31, 2003 , consisting of:



(Unit : Thousand Baht)
 


Percentage
Loss over cost

        
of holding

         
Cost
  
      
Equity Method        
of investment   


2004
2003
2004
2003
2004
2003
      2004
2003
	P.B. Estate Company Limited
	100%
	100%
	2,000
	2,000
	-
	-
	(113,148)
	(111,776)

	G.H.I. Entertainment Company Limited
	100%
	100%
	5,000
	5,000
	  7,541
	  8,009
	-
	-

	Housing Complex Company Limited
	100%
	100%
	71,000
	71,000
	-
	-
	  (6,360)
	  (3,687)

	L. Estate Company Limited
	100%
	100%
	5,000
	  5,000
	

-

	

-

	(1,855)
	(1,744)

	Total
	
	
	83,000
	83,000
	7,541
	8,009
	(121,363)
	(117,207)


Loan to subsidiary companies including accrued interest receivable, as at  March 31, 2004 and December 31, 2003, consisted of:
        (Unit : Thousand Baht)
	Subsidiary Companies
	Company Only

	
	2004
	
	2003

	P.B. Estate Company Limited
	68,911
	
	79,814

	Housing Complex Company Limited
	112,352
	
	107,781

	L. Estate Company Limited
	4,004
	
	     3,610

	Total
	185,267
	
	191,205


Loans from subsidiary company including accrued interest expense as at  March 31, 2004 and December 31, 2003, consisted of:

	Subsidiary company
	             (Unit : Thousand Baht)

Company Only

	
	2004
	
	 2003

	G.H.I. Entertainment Company Limited
	41,049
	
	42,290


Loans to and loans from related companies, for working capital purposes, have no collateral and interest is charged at the rate of MLR+1.00% per annum.

Advance from director
Advance from director, for working capital purposes, have no collateral and interest charge.

Building Rental Agreement
On February 1, 1995, the Company and subsidiaries have entered into a rental agreement with a related company. Under the terms of the agreement, the Company and subsidiaries paid for the deposit in the amounts of Baht 114,000 and Baht 257,250, respectively and have obligation to pay monthly rental of Baht 38,000 and Baht 85,750, respectively, covering the period from February 1, 1995 through to December 31, 1995 and the agreement is  renewable.
3.
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of the interim financial statements for the three months ended March 31, 2004  and 2003 have been based on the same accounting policies and calculation methods which are consistent with those used in preparation of the financial statements for the year ended December 31, 2003.
4.
DUE FROM AND SHORT-TERM LOANS TO OTHER COMPANIES
On February 4, 2003, the Company has entered into agreement with B. Estate Company Limited whereby the latter agreed to pay the debt by the right to buy back of property under debt restructuring agreement entered into with a bank instead of monetary repayment (outstanding debt to bank: Baht 73.24 million) at the carrying amount of such debtor amounted of Baht 40.69 million.  The Company recorded the above transaction as “Right to buy back of property” included in cost of property development project.  The Company estimated the additional cost from buying back of property under debt restructuring agreement entered into with the bank and estimated the net realizable value from the exercise of the right and provided the provision for losses of Baht 1.8 million  in income statements.
5.
DEPOSIT for purchase of assets
The Company has made the provision for the deposit from purchase of assets amounting of Baht 104.81 million, since its ownership cannot be transferred. In the first quarter of year 2004 the assets was transferred to the Company at amount of  Baht 16.26 million , the Company has reversed the provision on the deposit and recorded  bad debt  recoverable  in the statement of  income. 

6.
ASSET USED AS COLLATERAL

Land including structures and fixed deposit are used as collaterals for bank overdrafts and loans from financial institutions.

7.
LONG-TERM DEBT
Long-term debt as at March 31, 2004 and December 31, 2003  consisted of:

	(Unit : Thousand Baht)

	

	Consolidated
	
	The Company Only

	
	2004
	
	2003
	
	2004
	
	2003

	Loans from financial institutions
	845,703
	
	853,045
	
	619,239
	
	623,751

	Promissory note for land
	163,252
	
	163,252
	
	163,252
	
	163,252

	
	1,008,955
	
	1,016,297
	
	782,491
	
	787,003

	 Less  Current portion
	(545,854)
	
	(546,437)
	
	(388,346)
	
	(388,654)

	
	463,101
	
	469,860
	
	394,145
	
	398,349


The Detail of loan are summarize as follow.

	
	Principal
(Thousand Baht)
	
	
	
	Interest rate
	
	

	
	2004
	
	2003
	
	Periods
	
	Per annum
	
	Repayment

	Parent
	
	
	
	
	
	
	
	
	

	Financial     institutions
	380,999
	
	384,871
	
	Repayment within  Dec 30, 2006
	
	MLR-1 in the 1st year                   MLR in the 2ndto3rdyear
	
	Settelment by release the mortgage

	Financial institutions
	14,346
	
	14,678
	
	Jan,2003-Dec,2004
	
	MLR
	
	At least Baht 50,000 per month for interest

At least Baht 100,000 per month for principal

	Financial institutions
	176,376
	
	176,684
	
	2 years ended 2004
	
	MLR-2.5 in the 1st year
6% in the 2nd year
	
	Repayment within 2 years

	Financial institutions
	47,518
	
	47,518
	
	Six months
	
	-
	
	Repayment within 2004

	Promissory Note
	163,252
	
	163,252
	
	During in the process of asset transfer for repayment within  2004

	Subsidiaries

	Financial institutions
	157,508
	
	157,782
	
	2 years ended 2004
	
	MLR-2.5 in the 1st year
6% in the 2nd year
	
	Repayment within 2 years

	Financial institutions
	68,956
	
	71,511
	
	3 years ended 2006
	
	MLR+0.50%
	
	Settlement by release the mortgage


The Company’s land including building were mortgaged as callateral for loans from financial institutions. The loans are also guaranteed by the Company’s directors and pledge of shares in the Company held by the directors in the amount  of  not  less than Baht 138 million and all of shares in Housing Complex Co., Ltd. hold by the Company.

8.
LONG-TERM LOANS IN DEFAULT
Long-term loans in default include accrued interest expenses at  March 31 ,2004 and December 31,2003 consisted of:

	(Unit: Thousand Baht)

	

	Consolidated
	
	The Company Only

	
	2004
	
	2003
	
	2004
	
	2003

	Loans from financial institutions
	286,046
	
	280,978
	
	286,046
	
	280,978

	Loans from other companies
	2,451
	
	2,451
	
	2,505
	
	2,451

	            
	288,551
	
	283,429
	
	288,551
	
	283,429


The Company is in default for loan repayment. Under the condition of the agreement, the lenders hold the right to demand for the repayment of all outstanding loans. However, the Company is in the process of debt restructuring negotiations with the lenders.

The Company’s land including building are mortgaged as callateral for loans from financial institutions and the loan are guaranteed by the Company’s directors.

9.
LITIGATION
As at March 31, 2004, the Company and subsidiaries has been sued in court for a tort in the amount of Baht 0.61 million and the parent company and subsidiaries have claimed for indemnity in the amount of Baht 19.53 million and 12.55 million, respectively, for which the case is pending due to the unfinalized case and no provision has been made in respect of any potential liabilities.

10.
COMMITMENTS
As at March 31, 2004, the Company and subsidiaries were contingently liable, for the following:
	

	( Unit : Thousand Baht )

	
	Consolidated
	
	Company Only

	Payment of construction in progress
	37,478
	
	36,358

	Bank guarantee letters
	  3,271
	
	-

	Guarantees of related companies
	25,000
	
	-
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