THE SIAM AGRO INDUSTRY PINEAPPLE AND OTHERS PUBLIC COMPANY LIMITED

Notes to Financial Statements

December 31, 2004 and 2003

1 GENERAL

The Siam Agro Industry Pineapple and Others 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 38th floor, 75/105 Ocean Tower 2, Soi Sukhumvit 19 (Wattana), Sukhumvit Road, Klongtoey Nua, Wattana, Bangkok, Thailand.

The principal activities of the Company are the manufacture and export sale of canned pineapple products and pineapple juice.

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 standards 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 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.

3 RESULTS OF OPERATIONS

In April 1999, Del Monte Group Limited, a member of South African based Del Monte Royal Foods Limited, a leading worldwide manufacturer of processed food products under the premier “Del Monte” brand name, acquired a major stake in the Company by investing Baht 133.23 million for the purchase of 13.32 million shares, representing 44.41% of issued share capital.  As part of the global plan for shareholding restructuring of the Del Monte Group, these shares had been transferred to Cirio Del Monte N.V., a company within the group, since year 2002.
Following the successful raising of equity capital of Baht 133.23 million in 1999, and the agreement to restructure the debts of the Company’s major financial creditors, the Company embarked on a restructuring programme.  The Company’s restructuring programme arose from a review of its operations by the executive directors.  The objective of this review was to rehabilitate the business and optimise the future profitability of operations by increasing manufacturing efficiencies, re-evaluating and refocusing farming strategies and improving operating and management structures.

On July 15, 2004, a new investor, Fresh Del Monte Produce N.V., entered into a preliminary purchase agreement with the major shareholder of the Company, Cirio Del Monte N.V., and Cirio Del Monte Italia S.p.A. for the acquisition of the following interest in the Company at the total price of 1 euro (approximately Baht 50) after the declaration of insolvency of the major shareholder of the Company by decree of the Court in Italy:
1)
13,322,852 common shares representing 44.41% of the share capital of the Company which were held by Cirio Del Monte N.V.;

2)
warrants to subscribe for 26,645,704 common shares of the Company which were held by Cirio Del Monte N.V.; and

3)
an option to purchase common shares amounting to a further portion of 5.6% of the share capital of the Company which were held by Union Western Limited.
On October 21, 2004, the transfer of the interest in the Company from the major shareholder, Cirio Del Monte N.V., to the new major shareholder, Fresh Del Monte N.V., was registered with the Stock Exchange of Thailand.

As shown in the financial statements for the years ended December 31, 2004 and 2003, the Company’s total current liabilities exceeded its total current assets by Baht 60.76 million and Baht 35.07 million, its total liabilities exceeded its total assets by Baht 572.09 million and Baht 588.11 million, and its deficit amounted to Baht 877.64 million and Baht 893.66 million, respectively.
As discussed in Note 11.2 (a) to the financial statements relating to the terms and conditions of the long-term loans under the debt restructuring agreement dated April 1999 with the major financial creditor, the original debts of the Company of Baht 483.78 million were set-off against the price of certain land and building, involving plantation plots, factory and ancillary facilities that were sold to the major financial creditor.  The major financial creditor agreed to lease these assets to the Company for up to 5 years, with an option to the Company to buy back all or any part thereof at any time or from time to time during the 5 years period.  The initial lease and buy-back period commenced from April 30, 1999 and expired on April 29, 2004.
On April 26, 2004, the major financial creditor agreed to extend the lease period for 1 year, with advance rental payment of Baht 5.69 million with the lease now expiring on April 30, 2005, and to extend the buy-back option for 6 months period expiring October 31, 2004, with guaranteed deposit of Baht 5.69 million in respect of the factory and ancillary facilities with land acreage of 227 Rais.  However, the major financial creditor did not extend the lease and the buy-back option in respect of plantation plots involving land acreage of approximately 3,016 Rais.
On November 4, 2004, the major financial creditor agreed to extend the expiry of the buy-back option from October 31, 2004 to December 31, 2004, with respect to the factory assets and ancillary facilities with land acreage of 227 Rais.
Following the refusal of the Company’s major financial creditor to renew the Company’s working capital facilities and the buy-back option which expired on December 31, 2004 caused the Company to default on the repayment of promissory notes of Baht 90 million and long-term loan from another financial creditor amounting to Baht 2.84 million.  The Company agreed on January 7, 2005, to a proposal by the Company’s major financial creditor to jointly file a rehabilitation application with the Central Bankruptcy Court.  The Company’s management believes that a formal rehabilitation program under the direction of the Central Bankruptcy Court will enable the Company to continue its operations and achieve a practical and sustainable debt restructuring solution with all the Company’s creditors.  Offering its support to this rehabilitation exercise, the Company’s major financial creditor has agreed to allow the Company to use overdraft facilities of Baht 30 million and letter of indemnity facilities of Baht 16.78 million for 6 months, ending on June 30, 2005 and has extended the buy-back option for the factory and ancillary facilities with land acreage of 227 Rais for another 6 months, until June 30, 2005.
At a court hearing on February 21, 2005, the Central Bankruptcy Court ordered the business reorganization of the Company and appointed Mr. Prafs Shah, Mr. Mark Christopher Chewter and Mr. Wacharin Piyarat to be the plan preparers of the Company.

These conditions may cast significant doubt about the Company’s ability to continue as a going concern.  The accompanying financial statements for the years ended December 31, 2004 and 2003 have been prepared assuming the Company will continue as a going concern.  The validity of this assumption is dependent upon the Company’s ability to meet its financial requirements, and the success of future business operations.
4 SIGNIFICANT ACCOUNTING POLICIES

4.1 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.
4.2 Foreign currencies

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 translation are recognized in the income statement.

4.3 Property, plant and equipment

Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.  The cost of self-constructed assets includes the cost of materials, direct labor, the initial assessment of the costs of dismantling (if relevant) and an appropriate proportion of production overheads.
Revalued assets

Revaluations are performed by independent professional valuers with sufficient regularity to ensure that the carrying amount of these assets does not differ materially from that which would be determined using fair values at the balance sheet date.

Any increase in value, on revaluation, is credited to the revaluation reserve unless it offsets a previous decrease in value recognized in the income statement.  A decrease in value is recognized in the income statement to the extent it exceeds an increase previously recognized in the revaluation reserve.  The revaluation surplus is utilized by reference to the difference between depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s original cost and credited to the income statement.  Upon disposal, any remaining related revaluation surplus is transferred from the revaluation reserve to the income statement and is taken into account in calculating the gain or loss on disposal.

The carrying value of any asset reclassified as a non-operating asset held for sale is credited with the remaining balance of amounts previously taken to the revaluation reserve in respect of that asset.
Subsequent expenditure

Subsequent expenditure relating to an item of property, plant and equipment is added to the carrying amount of the asset when it is probable that the future economic benefits in excess of the originally assessed standard of performance of the existing asset will flow to the Group.  All other subsequent expenditure is recognized as an expense in the period in which it is incurred.
Depreciation

Depreciation is charged to the income statement 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:

Freehold buildings and structures
10 – 20 years

Machinery and equipment
5 – 15 years

Tools and equipment
5 – 10 years

Vehicles
5 years

No depreciation is provided on freehold land or assets under construction.
4.4 Deferred plantation costs

Deferred plantation costs represent the cumulative costs of growing crops which mainly are pineapples and other tropical fruits such as guava and papaya.  These costs are transferred to plantation cost of harvested produce and included in cost of goods sold, based on the market price of the harvested produce at the manufacturing date.  These costs are accumulated until the time of harvest subject to lower of cost or market adjustments. 
4.5 Deferred gain from debt restructuring

Deferred gain from debt restructuring represents the future cash interest payments due under the terms of the restructured debt.  The deferred gain is amortized to the statement of income over the term of the restructured debt.
4.6 Trade and Other Receivables
Trade and other receivables (including balances with related parties) are stated at their invoice value less allowance for doubtful accounts.

Any doubtful account of doubtful receivables is assessed primarily on analysis of payment histories and future expectations of customer payments. Allowances made are based on historical write-off patterns and the aging of accounts receivable. Bad debts are written off when incurred.
4.7 Inventories
Inventories are stated at the lower of cost and net realizable value.  
Cost is calculated using the first in first out formula and comprises all costs of purchase, costs of conversion and other costs incurred in bringing the inventories to their present location and condition.  In the case of manufactured inventories and work-in-progress, 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.
4.8 Cash and cash equivalents
Cash and cash equivalents comprise cash balances, call deposits and highly liquid 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.
4.9 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 be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.  If the effect is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability.
Restructuring costs
A provision for restructuring is recognized when a detailed and formal restructuring plan has been approved, and the restructuring has either commenced or has been announced publicly.  Future operating costs are not provided for.
4.10 Trade and Other Payables

Trade and other payables (including balances with related parties) are stated at cost.
4.11 Interest-bearing borrowings

Interest-bearing borrowings are recognized at cost less attributable transaction charges.  Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost using the effective interest method.  The difference between proceeds and redemption value is recognized in the income statement over the period of the borrowings.

4.12 Revenue
Revenue excludes value added taxes and is arrived at after deduction of trade discounts.

Sale of goods
Revenue from the sale of goods is recognized in the income statement when the significant risks and rewards of ownership have been transferred to the buyer.  No revenue is recognized if there are significant uncertainties regarding recovery of the consideration due, associated costs, the probable return of goods or the continuing management involvement with the goods.

Other income
Interest income is recognized in the income statement as it accrues.

4.13 Expenses
Operating leases

Payments made under operating leases are recognized in the income statement on a straight line basis over the term of the lease.  Lease incentives received are recognized in the income statement as an integral part of the total lease payments made.  Contingent rentals are charged to the income statement in the accounting period in which they are incurred.
Other expenses
Interest expenses and similar costs are charged to the income statement 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.
4.14 Income tax
Income 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.
4.15 Earnings per share
Basic earnings per share
Basic earnings per share is computed by dividing net profit for each of the years by the weighted average number of common shares outstanding during the years.
Diluted earnings per share

Diluted earnings per share is computed by dividing net profit for the years, after adjusting for the effect of transactions relating to dilutive potential common shares, by the weighted average number of common shares outstanding during the years plus the weighted average number of ordinary shares to be issued for conversion of dilutive potential common shares into common shares.  (The dilutive potential common shares do not include the Company’s warrants since the exercise price of these warrants is in excess of the fair value of common shares.)
5 TRANSACTIONS WITH RELATED PARTIES

Related parties are those parties linked to the Company by common shareholders or directors.  Transactions with related parties are conducted at prices based on market prices or at contractually agreed prices where no market prices exist.  Significant balances at each balance sheet date, and transactions for the financial years then ended, with related parties are as follows
5.1
Transactions with related parties for each of the years ended December 31, 2004 and 2003:

	
	
	In Baht

	
	
	2004
	
	2003

	Related party through Shareholders
	
	
	
	

	Sales
	
	176,391,199
	
	181,376,990


5.2
Balances with related parties as at December 31, 2004 and 2003:

	
	In Baht

	
	2004
	
	2003

	Trade Accounts Receivable
	
	
	

	(Form part of the trade accounts receivable in the balance sheets)
	
	
	

	Related party through shareholders
	10,682,021
	
	56,362,720


6 TRADE ACCOUNTS RECEIVABLE

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

	
	In Baht

	
	2004
	
	2003

	Less than and up to 3 months
	75,824,321
	
	140,749,107

	Over 6 months up to 12 months
	-
	
	23,759

	Over 12 months
	1,889,990
	
	1,867,280

	Total
	77,714,311
	
	142,640,146

	Less Allowance for doubtful accounts
	(2,917,153)
	
	(2,917,153)

	Total Trade Accounts Receivable – Net
	74,797,158
	
	139,722,993


7 INVENTORIES

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

	
	In Baht

	
	2004
	
	2003

	Finished goods
	229,499,800
	
	134,189,378

	Raw materials and supplies
	44,790,947
	
	49,702,537

	Total
	274,290,747
	
	183,891,915

	Less Allowance for obsolete and damaged inventories
	(12,834,217)
	
	(11,582,729)

	Total Inventories – Net
	261,456,530
	
	172,309,186


8 PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment as at December 31, 2004 and 2003, consisted of:

	
	In Baht

	
	Beginning

Balance
	
	Additions/

Depreciation
	
	Sold /

Disposals
	
	Ending

Balance

	Appraisal value:
	
	
	
	
	
	
	

	Land
	
5,548,013
	
	-
	
	-
	
	
5,548,013

	Cost:
	
	
	
	
	
	
	

	Land and land improvement
	
547,500
	
	-
	
	-
	
	
547,500

	Buildings and structures
	
58,133,709
	
	
2,081,966
	
	-
	
	
60,215,675

	Machinery and equipment
	
627,071,599
	
	
7,724,799
	
	
(18,000)
	
	
634,778,398

	Tools and equipment
	
65,267,198
	
	
1,540,166
	
	
(20,025)
	
	
66,787,339

	Vehicles
	
104,160,217
	
	-
	
	
(2,023,645)
	
	
102,136,572

	Assets in transit and under installation
	

8,591,302
	
	

(7,224,439)
	
	
-
	
	

1,366,863

	Total
	
863,771,525
	
	
4,122,492
	
	
(2,061,670)
	
	
865,832,347

	Accumulated Depreciation:
	
	
	
	
	
	
	

	Land and land improvement
	-
	
	-
	
	-
	
	-

	Buildings and structures
	
(39,505,017)
	
	
(2,103,046)
	
	-
	
	
(41,608,063)

	Machinery and equipment
	
(493,486,747)
	
	
(27,607,223)
	
	
17,999
	
	
(521,075,971)

	Tools and equipment
	
(56,979,860)
	
	
(3,924,639)
	
	
14,832
	
	
(60,889,667)

	Vehicles
	
(101,515,376)
	
	
(961,303)
	
	
2,023,638
	
	
(100,453,041)

	Assets in transit and under installation
	
-
	
	
-
	
	
-
	
	
-

	Total
	
(691,487,000)
	
	
(34,596,211)
	
	
2,056,469
	
	
(724,026,742)

	Book value:
	
	
	
	
	
	
	

	Land and land improvement
	
6,095,513
	
	
	
	
	
	
6,095,513

	Buildings and structures
	
18,628,692
	
	
	
	
	
	
18,607,612

	Machinery and equipment
	
133,584,852
	
	
	
	
	
	
113,702,427

	Tools and equipment
	
8,287,338
	
	
	
	
	
	
5,897,672

	Vehicles
	
2,644,841
	
	
	
	
	
	
1,683,531

	Assets in transit and under installation
	

8,591,302
	
	
	
	
	
	

1,366,863

	Total
	
177,832,538
	
	
	
	
	
	
147,353,618


Depreciation for each of the years ended December 31, 2004 and 2003, amounting to Baht 34.60 million and Baht 36.47 million, respectively, is included in deferred plantation costs, cost of sales and selling and administrative expenses.

In 1996, the Company’s land, buildings and structures with an aggregate cost of Baht 175.90 million were stated at appraised value, as appraised by an independent firm of appraisers, and the surplus on valuation of property of approximately Baht 969 million was credited in December 1996 to surplus on valuation of property included in deficit in shareholders’ equity.  In 1999, some of the Company’s land, buildings and structures were set-off against debt obligations under a debt restructuring agreement. (see Note 11)

As at December 31, 2004 and 2003, the gross carrying amounts of fully depreciated plant and equipment that are still in use for manufacturing the products amounted to Baht 399.93 million and Baht 383.79 million, respectively.

9 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 Baht

	
	2004
	
	2003

	Bank overdrafts
	21,242,805
	
	16,943,375

	Short-term promissory notes from financial institutions
	170,000,000
	
	170,000,000

	Total Bank Overdrafts and Short-term Loans from Financial Institutions
	
191,242,805
	
	
186,943,375


10 RESTRUCTURING COSTS AND OTHER CHARGES

Following the successful raising of equity capital of Baht 133.23 million in 1999 and the agreement to restructure the debts of the Company’s major financial creditor, the Company embarked on a restructuring programme.  The Company’s restructuring programme arose from a review of its operations by the executive directors.  The objective of this review was to rehabilitate the business and optimise the future profitability of operations by increasing manufacturing efficiencies, re-evaluating and refocusing farming strategies and improving operating and management structures.  As a result of such review, an estimated cost of Baht 161.04 million was provided in 1999, principally relating to asset impairment and liabilities.
As at December 31, 2004 and 2003, the Company had accrued restructuring costs and other charges, totaling Baht 50.83 million and Baht 52.33 million, respectively.
11 LONG-TERM LOANS

Long-term loans as at December 31, 2004 and 2003, consisted of:

	
	In Baht

	
	2004
	
	2003

	Loans from Financial Institutions:
	
	
	

	Major financial creditor
	531,674,009
	
	531,674,009

	Other financial creditor
	5,660,000
	
	11,330,000

	Total
	537,334,009
	
	543,004,009

	Less Current portion of long-term loans:
	
	
	

	Financial creditors
	(42,625,881)
	
	(5,670,000)

	Overdue loan
	(2,835,000)
	
	-

	Total
	(45,460,881)
	
	(5,670,000)

	Total Long-term Loans – Net
	491,873,128
	
	537,334,009


The following are details of long-term loans:

· Interest rates

As at December 31, 2004 and 2003, long-term loans from local commercial banks amounted to Baht 537.33 million and Baht 543.00 million, respectively, consisting of loans of Baht 337.33 million and Baht 343.00 million, respectively, which bear interest at the minimum loan rate (MLR) of local commercial banks less margin per annum, and unsecured debentures of Baht 200 million which bear interest at 3% per annum.

As at December 31, 2004 and 2003, the minimum loan rate (MLR) of local commercial banks was approximately 5.50% - 5.75% per annum.

· Extraordinary gain on debt restructuring

Following the successful raising of equity capital of Baht 133.23 million in 1999 and the agreement to restructure the debts of the Company’s major financial creditor, the Company embarked on a restructuring programme.  The Company’s restructuring programme arose from a review of its operations by the executive directors.  The objective of this review was to rehabilitate the business and optimise the future profitability of operations by increasing manufacturing efficiencies, re-evaluating and refocusing farming strategies and improving operating and management structures.  As a result of such review, an estimated cost of Baht 161.04 million was provided, principally relating to asset impairment and liabilities.

The Company sold land and buildings and issued debentures, the proceeds from which were used to settle the debt obligations under the debt restructuring agreements with the Company’s major financial creditors as follows:


In Million Baht
	Bank overdrafts and loans
	
	1,015.45

	Promissory notes from financial institutions
	
	49.94

	Accrued interest expense
	
	350.41

	Less Transfer of land and buildings to settle debt obligations
	
	(483.78)

	Net debts under restructuring program
	
	932.02

	Deferred gain from debt restructuring
	320.39
	

	Long-term liabilities
	381.62
	

	Unsecured debentures
	200.00
	(902.01)

	Debt over cash flows payment from debt restructuring
	
	30.01

	Add Gain on disposal of fixed assets
	
	319.33

	Extraordinary gain from debt restructuring
	
	349.34


The terms and conditions of the agreements can be summarized as follows:

1)
The major financial creditors agreed to waive interest amounting to Baht 350.41 million which was accrued up to the signing date of the debt restructuring agreements;

2)
The principal debts including bank overdrafts and loans of Baht 1,015.45 million and promissory notes from financial institutions of Baht 49.94 million were settled against the sale of land and buildings, issuance of debentures and extending the terms of the remaining loans as follows:

a)
Baht 483.78 million of original debts will be set-off against the price of land and properties, which were sold to the major financial creditor.  The major financial creditor agreed to lease back to the Company the land and properties for up to 5 years, with the Company having the option to buy back all or any part thereof at any time or from time to time during the 5 years period.

b)
Baht 200 million of the original debts will be converted to unsecured amortizing debentures with an interest rate of 3% per annum.  The unsecured amortizing debentures shall be redeemed in year 11 through to year 15 (2010 - 2014) by the Company in equal amounts of Baht 40 million per year.  The final maturity date of unsecured amortizing debentures shall be year 15 (2014).  The Company can redeem such debentures at any time.

c) Baht 331.67 million from the original debts outstanding shall be extended to 10 years with a 5 year grace period for capital repayment, with interest charged at Minimum Lending Rate less 0.5% per annum.

d) The remaining balance of Baht 49.94 million from the original debts outstanding shall be extended to 2 years with a 4 - 6 month grace period for capital repayment, and interest is charged at Minimum Lending Rate.

3) In addition, the major financial creditor has agreed to grant working capital facilities of Baht 200 million to the Company.

12 HIRE PURCHASE CREDITORS

The Company had entered into five hire purchase agreements for vehicles amounting to Baht 4.36 million.  Under the terms of the agreements, the Company agrees to pay monthly instalments of Baht 0.12 million over the hire purchase periods of 24-48 instalments.
As at December 31, 2003, the current portion of hire purchase creditors was shown as current liabilities.

13 SHARE CAPITAL

Resolutions were passed by the Ordinary General Meetings of Shareholders held on April 29, 1999 and April 29, 2003 to approve the following:

13.1
Ratify the Company to raise capital from a new investor, an overseas company, by selling 13.32 million unsubscribed shares at a price of Baht 10 per share, totalling Baht 133.23 million.  On May 13, 1999, the Company registered the increase of its share capital with the Ministry of Commerce.

13.2
Approved the issuance of 26.65 million units of warrants to the new investor and/or its designee.  Under the terms of the warrants, the warrant holders will have the right to purchase common shares of the Company at the ratio of 1 warrant to 1 common share, at the exercise price of Baht 10 per share at any time within 3 years of the issue date, and expiry date is on August 9, 2003.

A resolution was passed by the Ordinary General Meeting of Shareholders held on April 29, 2003 to extend warrants right for 3 years, commencing August 9, 2003 to August 8, 2006.

13.3
Approved to register the increase in the Company’s authorised share capital from Baht 300 million to Baht 566.46 million, divided into 56.65 million shares of Baht 10 par value.

14 PERSONNEL EXPENSES

Personnel expenses for each of the years ended December 31, 2004 and 2003, amounting to approximately Baht 113.84 million and Baht 110.54 million, respectively, have been included in deferred plantation costs, cost of sales and selling and administrative expenses.  As at December 31, 2004 and 2003, the number of employees was approximately 1,262 and 1,340, respectively.

15 DIRECTORS’ REMUNERATION
Directors’ remuneration represents in the statements of income, fees, if any paid to directors attending meetings as approved by Ordinary General Meeting of Shareholders.
16 PROMOTIONAL PRIVILEGES

As at October 31, 1988, the Company was granted promotional privileges for manufacturing concentrated pineapple juice for export in accordance with the Promotional Act B.E. 2520.  The promotional privileges include exemption from import duty and taxes on imported machinery as approved by the Board of Investment, 50% reduction on normal income tax rate on profit derived from the promoted operations for a period of 5 years after revenue is first earned, exemption from payment of import duty and taxes on imported raw materials for the manufacturing of product for export for a period of 5 years from the first import date, and reduction from net income at 5% of the increase in export sales of that year over the previous year for a period of 10 years after revenue is first earned.  The privileges on this project expired on June25, 2000.
As at September 4, 2000, the Company was granted promotional privileges for its aseptic crush processing plant investment under category 1.8 Food Manufacturing in accordance with the Promotional Act B.E. 2520, as amended by Promotional Act (No. 2) 2534.  The significant promotional privileges include exemption of import duty on machinery imported by September 4, 2002 and raw materials and other essential materials imported for export sale for a period of five years from the date of first import, exemption from corporate income tax for a period of eight years from the date revenue is first earned, and a deduction by 50% of corporate income tax on income derived from promoted investment for a further period of five years after the expiration of corporate income tax promotional privilege period.  In addition, the privileges include a deduction from annual net income at a rate of 5% of the increase in export of that year over the previous year, for a period of ten years after revenue is first earned.
The Company has to comply with terms and conditions required of promoted industries.

Domestic and export sales for each of the years ended December 31, 2004 and 2003, are classified into promoted business and non-promoted business as follows:

	
	In Million Baht

	Classified by Business
	Domestic sales
	
	Export sales
	
	Total

	
	2004
	
	2003
	
	2004
	
	2003
	
	2004
	
	2003

	Promoted business
	0.09
	
	0.12
	
	10.28
	
	16.62
	
	10.37
	
	16.74

	Non-promoted business
	37.27
	
	25.79
	
	991.02
	
	923.78
	
	1,028.29
	
	949.57

	Revenues
	37.36
	
	25.91
	
	1,001.30
	
	940.40
	
	1,038.66
	
	966.31


17 SEGMENT INFORMATION

The Company defines its core business as manufacturing canned pineapple products and pineapple juice for export sales and, therefore, only has one business segment.
18 OBLIGATIONS AND CONTINGENT LIABILITIES

As at December 31, 2004, the Company had contingent liabilities relating to letters of guarantee amounting to Baht 3.94 million in respect of utilities and certain imported raw materials, with a local commercial bank.

19 SUBSEQUENT EVENT
On January 11, 2005, the major financial creditor and the Company had filed rehabilitation plan of the Company with the Central Bankruptcy Court.  On February 21, 2005, the Central Bankruptcy Court ordered the business reorganization of the Company and appointed Mr. Prafs Shah, Mr. Mark Christopher Chewter and Mr. Wacharin Piyarat to be the plan preparers of the Company.
20 FINANCIAL INSTRUMENTS

The information for financial instruments is as follows:

Currency risk

The Company’s business is primarily export oriented with most transactions occurring in US Dollars.  Due to this fact, the Company’s sales transactions could be affected by currency fluctuations depending on the movement between the US Dollar and the Thai Baht.

At this time the Company does not have any foreign currency borrowings and, therefore, there is no currency risk in this area.
The accounting policy applied by the Company has been disclosed in Note 4 to the financial statements.
Interest rate risk

The Company has commitments to pay interest on debts, as at December 31, 2004 and 2003, to local commercial banks equivalent to Baht 728.57 million and Baht 729.95 million, respectively.  These debts comprise of bank overdrafts and short-term loans from financial institutions as at December 31, 2004 and 2003, amounting to Baht 191.24 million and Baht 186.95 million, respectively, and long-term loans as at December 31, 2004 and 2003, amounting to Baht 537.33 million and Baht 543.00 million, respectively.
The Company’s commitment is based on the minimum overdraft rate (MOR), the minimum loan rate (MLR) and fixed interest rates, and the possible risk is from any increase or upward adjustment in these interest rates of domestic commercial banks.  However, under present circumstances interest rate fluctuations are not expected to materially affect the business.
Credit risk

The Company provides credit terms on many trade transactions for both foreign and domestic customers after confirming their credit worthiness.  The Company focuses collection on all accounts overdue by more than two months, and will consider the provision for accounts receivable on overdue accounts of more than 1 year.  At this time there is no reason to expect major or significant losses to arise from the collection of trade accounts receivable.

The related accounting policy is disclosed in Note 4 to the financial statements.
Fair value of financial instruments

The fair value of financial instruments is the amount at which the instrument may be exchanged in a current transaction between willing parties.  The following methods and assumptions are used to estimate a fair value of each class of the Company’s financial instruments for which it is practical to estimate that value:

· financial assets are shown at estimated fair value.

· financial liabilities are shown at the book value which is almost the same as the fair value, because such liabilities mature in the short term.

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