
SIAM STEEL INTERNATIONAL PUBLIC COMPANY LIMITED 
AND SUBSIDIARIES

NOTES TO INTERIM FINANCIAL STATEMENTS

SEPTEMBER 30, 2004 AND 2003

(With Comparative Information for June 30, 2004)
1. BASIS FOR INTERIM FINANCIAL STATEMENTS PREPARATION AND ECONOMIC CRISIS
Basis for Interim Financial Statement Preparation
The interim financial statements have been prepared based on guidelines described in Thai Accounting Standard No. 41 “Interim Financial Reporting”, and The Stock Exchange of Thailand’s announcements to provide additional information to the annual financial statements for the year ended June 30, 2004 by focusing on new activities, events and circumstances to avoid repetition of information which have been previously reported.  Accordingly, the interim financial statements, which audited by auditor, should be read in conjunction with the financial statements for the year ended June 30, 2004.

Except as mentioned elsewhere in the notes to the annual and interim financial statements, all transactions included in the accompanying financial statements are accounted for by the cost method.

The consolidated interim financial statements include the accounts of Siam Steel International Public Company Limited and the following subsidiaries of which more than 50% of capital shares with voting right are owned by Siam Steel International Public Company Limited:


Percentage of shareholding


September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”






Siam Okamura International Co., Ltd.
51

51

Sri Chareon International Co., Ltd.
99.99

99.99

Significant intercompany transactions with the subsidiaries have already been eliminated.

Economic Crisis

1. 


2. 

































These interim financial statements for the three-month periods ended September 30, 2004 and 2003, include the effects of the economic crisis that caused the Company to apply for the rehabilitation plan. The Central Court of Bankruptcy approved the Company’s rehabilitation plan on May 11, 2000, with subsequent amendments on December 13, 2000 and May 26, 2002.  Presently, the Company conducts its business under the approved rehabilitation plan under the control of the plan co-administrators. However, the Company stopped paying the principal amounts of loans for the first, second and third quarters of calendar year 2004 due to its weaken cash flows and overall sustained performance that did not meet the operating plan. The Company, therefore, defaulted to repay the principal amount of loans totalling Baht 110 million in such quarters, but keeps on paying interest at the rate stated in the rehabilitation plan. However, the Company has been unable to increase its share capital of Baht 250 million as stated in the rehabilitation plan. The Company had already informed the creditors to acknowledge the temporary suspension of loans repayment and its inability to increase the share capital. The Company is currently negotiating for amendment of the rehabilitation plan.
The amended rehabilitation plan was approved by the Central Court of Bankruptcy on November 11, 2004 (see Note 11 to the financial statements).
2. 
3. 
4. 
5. SIGNIFICANT ACCOUNTING POLICIES
The accompanying interim financial statements have been prepared using the accounting policies in accordance with the Accounting Standards issued by The Institute of Certified Accountants and Auditors of Thailand. Significant accounting policies and the methods of computation in the Company’s interim financial statements for the three-month periods ended September 30, 2004 are consistent with those used in the preparation of financial statements for the year ended June 30, 2004.
6. 
7. 
8. TRANSACTIONS WITH RELATED COMPANIES

A portion of the Company’s assets, liabilities, revenues, costs and expenses arose from transactions with related companies which are related through common shareholding and/or directorship. These financial statements reflected the effects of significant transactions with related companies, in the normal course of business, based on market prices or based on the basis mutually agreed, for transactions with non comparative market prices. 
As at September 30, 2004 and June 30, 2004, the account balances with related companies are as follows:


In  Thousand Baht


Consolidated F/S

The Company’ s own F/S


September 30,

2004

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Trade Accounts Receivable – Net;








Subsidiary companies








Sri Chareon International Co., Ltd.
     -

     -

4,536

3,917

Siam Okamura International Co., Ltd.
     -

     -

4,298

2,619

Total
     -

     -

8,834

6,536










Associated Companies








Saim Chitose Co., Ltd.
592

827

592

827

Siam Okamura Steel Co., Ltd.
230

550

144

86

Siam Steel Service Center Public 




               



   Co., Ltd.
134

     -

5

     -

Total
956

1,377

741

913




Related Companies









Lucky – Kingdom Center (Chiangmai) Co., Ltd.
12,833

18,484

12,833

18,484

Lucky – Kingdom Center (Nakornratchasima)   Co., Ltd.
13,750

15,687

13,750

15,687

Unity Service Co., Ltd.
174

241

174

241

Others
55

42

41

42

Total
26,812

34,454

26,798

34,454

Total Trade Accounts Receivable –   Related companies
27,768

35,831

36,373

41,903










Receivables from and Advances to;








Subsidiary companies








Sri Chareon International Co., Ltd.
-

    -

-

6,807

Siam Okamura International Co., Ltd.
-

     -

1,047

352

Total Receivables from and Advances to related companies
-

    -

1,047

7,159

There is no interest charge for the above trade receivables and advances.

In  Thousand Baht


Consolidated F/S

The Company’ s own F/S


September 30,

2004

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Trade Accounts Payable;








Subsidiary Company








Sri Chareon International Co., Ltd.
-

-

-

10

Total
-

-

-

10










Associated Companies








Siam Okamura Steel Co., Ltd.
51,717

51,216

11,515

37,804

Saim Chitose Co., Ltd.
17,989

26,677

17,975

26,663

Siam Steel Service Center Public Co., Ltd.
29,756

33,638

29,756

33,638

Total
99,462

111,531

59,246

98,105










Related Companies








Saha Thai Steel Pipe Co., Ltd.
10,238

13,297

10,238

13,297

Siam PSM Co., Ltd.
1,643

2,509

1,643

2,509

Others
1,484

632

165

132

Total
13,365

16,438

12,046

15,938

Total Trade Accounts Payable – Related 








   Companies
112,827

127,969

71,292

114,053










Advances from;








Subsidiary companies








Sri Chareon International Co., Ltd.
-

-

300

300

Other related companies
173

35

-

   -

Total Advances from Related Companies
173

35

300

300

Total Payables to and Advances from 








related companies
113,000

128,004

71,592

114,353

The significant transactions with related companies for the three-month periods ended September 30, 2004 and 2003 are as follows:

In  Thousand Baht


Consolidated F/S

The Company’ s own F/S


2004

“Unaudited but

Reviewed”

2003

“Unaudited but

Reviewed”

2004

“Unaudited but

Reviewed”

2003
“Unaudited but

Reviewed”










Sales and services  
13,477

11,127

29,004

29,394

Income from sales of raw materials,








   factory supplies and others
1,304

1,515

2,448

2,579

Rental revenue
952

952

1,162

1,162

Purchases of raw materials
60,993

46,069

60,993

46,124

Purchases of finished goods
39,596

70,928

37,903

31,009

Administrative expenses  








   and other expenses
10,110

11,247

5,702

5,857

















































































































































































































































































































































































































































































































































































































9. ACCOUNTS RECEIVABLE – TRADE
As at September 30, 2004 and June 30, 2004, the aged analysis of accounts receivable are as follows:


In Thousand Baht


Consolidated F/S

The Company’s own F/S











September 30,

2004

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Trade Accounts Receivable – other companies







Current
184,054

181,253

127,581

149,822

Overdue:








   Less than 3 months  
53,849

84,773

35,752

64,976

   3 months – 6 months
13,796

6,729

13,794

6,634

   6 months – 12 months
1,449

754

1,187

625

   Over 12 months
309,251

305,126

279,527

279,612

Total
562,399

578,635

457,841

501,669

Less allowance for doubtful accounts
(307,142)

(307,080)

(277,961)

(277,961)

Net
255,257

271,555

179,880

223,708































In Thousand Baht


Consolidated F/S

The Company’s own F/S


September 30,

2004

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”









Trade Accounts Receivable - related companies







Current
10,487

23,580

19,256

29,673

Overdue:








Less than 3 months 
9,214

3,853

9,072

3,853

3 months – 6 months
(230)

7

(230)

7

6 months – 12 months
(182)

60

(182)

60

Over 12 months
67,506

67,359

158,952

158,829

Total
86,795

94,859

186,868

192,422

Less allowance for doubtful accounts
(59,027)

(59,028)

(150,495)

(150,519)

Net
27,768

35,831

36,373

41,903

5.      


INVESTMENTS IN RELATED COMPANIES 
Investments in associated companies, presented separately in the consolidated balance sheets, and investments in subsidiaries and associated companies, presented separately in the Company’s own balance sheets, are valued by the equity method.
Investment in shares of Lucky-Kingdom Center Co., Ltd., considered to be an indirect associated company, represents an investment of a subsidiary company which is accounted for by the cost method. The subsidiary company does not recognize equity in the net operating results of such indirect associated company. However, the equity in net operating results of such company, which have not been audited/ reviewed by auditor, is not significant. The subsidiary company, therefore, does not adjust the equity in the operations of such company in its financial statements.
Investments in non-marketable securities of related companies that are non-subsidiaries and/or non-associated companies, held as “General investment”, are valued at cost.  The Company makes the adjustment to devalue those investments when they are impaired.

The financial statements of Siam Amtech (1994) Co., Ltd., an associated company, show results of operations with capital deficiency. Since the Company does not have any financial guarantee obligation to mitigate the capital deficiency of such associated company, the Company therefore, does not make any provision in excess of its investment in such company.

As at September 30, 2004 and June 30, 2004, the Company had provided allowance for impairment of investment in shares of an affiliated company, Siam PSM Co., Ltd., amounting to Baht 19 million and Baht 20 million, respectively, and Autobacs (Thailand) Co., Ltd. amounting to Baht 3 million.
The Company has pledged its investments in securities of Sri Charoen Internationl Co., Ltd. Siam Chitose Co., Ltd., Siam Steel Service Center Public Co., Ltd. and Siam Amtech (1994) Co., Ltd. as collaterals for loans as discussed in Note 7 to the financial statements.    

As at September 30, 2004 and June 30, 2004, the balances of investments in related companies and unit trusts are shown on the following pages:

























































































































































(In Thousand Baht)






Consolidated F/S






Percentage of shareholding

Equity Method

Dividend Received


Type of business

Paid – up Share Capital

September 30, 2004
“Unaudited but

Reviewed”


June 30,

2004
“Audited”

September 30, 2004
“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30, 2004
“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Investments in Associated Companies

Siam Okamura Steel Co.,Ltd.

Siam Chitose Co.,Ltd.

Siam Steel Service Center PLC.

Lucky-Kingdom Center Co.,Ltd.

Siam Amtech (1994) Ltd.


Manufacturing of furniture

Manufacturing of furniture

Manufacturing and installation of element steel part 

Investment in shares
Distribution of satellite dishes and fiber glass products

40,729

28,000

168,070

20,000

14,700

40

40

21.01

40

49

40

40

21.01

40

49

134,839

-

74,911

8,000

-

132,464

-

50,820

8,000

-






-

-

-

-

-






5,280

-

-

-

-






Total investments in associated companies







217,750

191,284

-

5,280


















Related Companies

Siam PSM Co.,Ltd. 
Siam Matsushita Steel Co.,Ltd.

Other company

Autobacs (Thailand) Co.,Ltd.
Manufacturing of melamine laminated product

Manufacturing of melamine laminated product

Distribution of furniture

39,830

31,746

99,000

5

5

5

5

5

5

38,052

11,660

5,000

38,052

11,660

5,000




-

 -

-




-

-

-




Total investment in Shares








54,712

54,712



-

Less allowance for impairment 
















Investments








(22,060)

    (22,882)

-


-

Total other long – term investments







32,652

31,830

-


-













The Company’s own F/S






Percentage of shareholding

Equity Method

Dividend received


Type of business

Paid – up Share Capital

September 30, 2004
“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30, 2004
“Unaudited but

Reviewed”

June 30,

2004

“Audited”

September 30, 2004
“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Investments in Subsidiaries 

Sri Chareon International Co.,Ltd.
Siam Okamura International Co.,Ltd.
Distribution of furniture

  Distribution of furniture 

50,000

10,200

99.99

51

99.99

51

11,982

39,182



11,474

36,376



-

-



4,080

-



Total investment in subsidiary companies







51,164

47,850

-

4,080


















Investments in Associated Companies

Siam Okamura Steel Co.,Ltd.

Siam Chitose Co.,Ltd.
Siam Steel Service Center PLC.

Siam Amtech (1994) Ltd.
Manufacturing of furniture

Manufacturing of furniture

Manufacturing and installation of elementary steel part

Distribution of satellite dishes and fiber glass product

40,729

28,000

168,070

14,700

40

40

21.01

49

40

40

21.01

49

   134,839

-

    74,911

-

132,464

-

50,820

-






-

-

-

-





5,280

-

-

-






Total investments in associated  companies







209,750

183,284

-

5,280








Related Companies

Siam PSM Co.,Ltd.

Siam Matsushita
Manufacturing of melamine laminated products

Manufacturing of melamine laminated products

39,830

31,746

5

5

5

5

38,052

11,660



38,052

11,660



-

-



-

-



Total investment in shares








49,712

49,712

-

-

Less allowance for impairment of
















Investments








(19,175)

(19,997)

-

-

Total other long – term investments







30,537

29,715

-

-



















































































































































































































































































































































































































































































































































6.   

SHORT - TERM LOAN FROM FINANCIAL INSTITUTION

As at June 30, 2004, the Company has short - term loan from a branch of foreign bank of Baht 10 million, which bears interest at 2.3% per annum. This loan was repaid within July 2004.
7.   LONG - TERM LOANS UNDER REHABILITATION PLAN
The balances of long - term loans as at September 30, 2004 and June 30, 2004 are as follows:


In Thousand Baht











Loan

September 30,

2004 

“Unaudited but

Reviewed”

June 30,

2004

“Audited”

Interest Rate 

per annum









1.
Loans from various financial 







institutions with interest bearing







-
U.S. Dollar loan

393,980

388,641

SIBOR/LIBOR + 2%

-
Thai Baht loan

367,996

367,996

MLR + 1%









2.
Loans from various financial







institutions with non-interest bearing







-
U.S. Dollar loan

286,000

282,124

-

-
Thai Baht loan

267,138

267,138

-

Total

1,315,114

1,305,899



Less adjustment for loan balances discounting based on actual payments under the condition of the debt restructuring

(33,852)

(32,180)



Less portion due within one year

(291,952)

(293,624)



Net

989,310

980,095



The approved rehabilitation plan referred to in Note 1 includes, among others, undertakings and covenants to be proceeded by the Company as follows:

· The restructuring of the business structures to emphasize on sales and marketing activities.

· The improvement of production process, standard production cost system and inventory management.

· The conversion of Tier 3 loans from financial institutions to equity, which has been executed.
· To increase authorized share capital of Baht 250 million as source of fund for repayment of Tier 1 loans.  This capital increase is required to be completed within June 30, 2004.

· To pledge and mortgage all securities, rights and specified assets as collaterals for Tier 1 and Tier 2 loans.

Under the approved rehabilitation plan, the above loans and accrued interest are repayable quarterly at amounts specified in the rehabilitation plan up to May 2005.  The Company has to comply with conditions and covenants specified in the rehabilitation plan. However, the Company did not pay for the principal amounts of loans for the first, second and third quarters of the calendar year 2004 due to its weaken cash flows and overall poor performance in its operations. The Company, therefore, defaulted to repay the principal amount of loans totalling Baht 110 million for such quarters but keeps on paying interest at the rate stated in the rehabilitation plan. In addition, the Company did not increase share capital of Baht 250 million as stated in the rehabilitation plan. The Company had already informed the creditors to acknowledge the temporary suspension of loans principal repayments and the non-increase in share capital. The Company is currently negotiating for the amendment of the rehabilitation plan.
Under the term of debt restructuring plan, the repayment schedules for both short-term and long-term loans, payable to the financial institutions, have been extended.  In addition, various terms and conditions of the loans have been modified as indicated in the plan. The Company had reclassified the related loans as long-term loans in the balance sheet to comply with the conditions in the plan.

The Company had registered the pledge and mortgages of part of its investments in securities and land, buildings and equipment as collaterals for loans mentioned above.
 The remaining assets are in the process of pledging and mortgaging to collateralize such loans.
The above loans have been guaranteed by the pledge and mortgage of the portions of investments in securities and property, plant and equipment as discussed in Notes 5 to the financial statements.


























































   8.   

LEASE AGREEMENT

The Company has existing lease agreements covering land and godown with two related companies.  Land lease agreement covered a period of ten (10) years commencing on March 23, 1998, while godown lease agreement has commenced on December 1, 2000 with no fixed term.  The Company is committed to pay annual rental charge totalling Baht 6.8 million.
A subsidiary has existing lease agreements covering the office premises for a period of three (3) years commencing February 1, 2002 with annual rental and service charges totalling Baht 0.8 million.  The subsidiary has an option to renew the lease terms with the lessor.
     9.  

CONTINGENT LIABILITY
As at September 30, 2004, the Company and its subsidiaries were contingently liable for letters of guarantee issued by certain local banks to certain government agencies and certain private companies totalling approximately Baht 12.36 million.

10. DISCLOSURE OF FINANCIAL INSTRUMENTS
















Financial assets and financial liabilities carried on the balance sheet include cash and cash equivalents, investments in fixed and saving deposit, trade accounts receivable and payable, and long-term loans.  

Foreign currency risk
This is defined as the risks resulting from the Company’s executions of financial instruments in foreign currencies exposed to prices and cash flow risks as a result of some purchase and sales transactions in foreign currencies. Management believes that the foreign currency risk is minimum, hence, the Company does not execute any hedging agreement to protect against such risk. As at September 30, 2004, the Company had receivables and payable in foreign currencies that are not covered by any hedging agreement as follow:

Receivables in foreign currencies:


Foreign Currencies

Exchange rate

Baht Equivalent

In USD
975,447

41.3930

40,376,678

In GBP
123,903

74.3429

9,211,308

In EUR
16,439

50.8726

836,295

In YEN
45,504,000

0.3717

16,913,837

Payables in foreign currencies:

In USD
46,800

41.5942

1,946,609

In YEN
39,053,619

0.3765

14,703,688

11. SUBSEQUENT EVENT

At the meeting on October 13, 2004, the creditors passed a resolution to amend the Company’s rehabilitation plan. On November 11, 2004, the Bankruptcy Court approved such amendment to the rehabilitation plan that has passed the resolution of the Creditor Meeting. Significant amendments to the rehabilitation plan are as follow:

· To change the source of fund for repayment of Tier 2 loans by the conversion of debt to equity.
· To increase the capital share for an additional amount of Baht 3,295,588,800 by issuing new 329,558,880 ordinary shares, par value of Baht 10, by:
(1) Offering 178,571,429 shares to specific person named by the executives at Baht 1.40 per 

        share.   The proceeds will be used to repay Tier 1 loans.

(2) Offering 150,987,451 shares for the Debt Equity Swap of Tier 2 loans.

· To reduce the share capital for the total 493,125,991 shares by reducing the share par value from Baht 10 per share to Baht 1 per share in order to write off all the Company’s deficit.

· To increase its registered capital for Baht 100 million by issuing the new 100 million ordinary shares at Baht 1 par value for offering to specific persons within June 30, 2005. These shares shall be subject to a restriction to transfer for a period of 1 year from the date of subscription and all shares shall be pledged to all Financial Institutions who are the Company’s creditors under the plan as collateral for Tier 1 debt. Cash received from issuing these shares shall be used for the payment of Tier 1 debt. 

· To reduce interest rate of Tier 1 debt as follow:

(1) The interest rate for foreign currency loan from LIBOR/SIBOR plus 2% per annum to plus 1% per annum.

(2) The interest rate on Baht loan from MLR plus 1% per annum to MLR per annum.

· To extend the repayments of liabilities, originally ended on May 2005 with a Bullet Payment for Tier 1 debt of Baht 500 million, to the year 2009 with full payment in accordance with the repayment schedule for the Financial Institution Creditors.
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