(Unaudited / but reviewed)

TONGKAH HARBOUR PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

Notes to Interim Financial Statements

1.
BASIS FOR THE PREPARATION OF INTERIM FINANCIAL STATEMENTS



These interim financial statements have been prepared in accordance with Thai Accounting Standards No. 41 "Interim financial statements", and are intended to provide information additional to that included in the latest annual financial statements.  Therefore, the users of the financial statements shall read these interim financial statements in conjunction with the latest annual financial statements.

2.
ASSUMPTION OF PREPARATION OF THE FINANCIAL STATEMENTS



As shown in the financial statements, the Company and its subsidiary companies have experienced continuous operating losses and had current liabilities substantially in excess of current assets. Nevertheless, the accompanying financial statements have been prepared on the going concern basis, assuming that the realization of assets and settlement of liabilities and obligations will occur in the ordinary course of business of the Company and its subsidiary companies, without any expectation of significant disruption to the ongoing activities.

3.
SIGNIFICANT ACCOUNTING POLICIES



These interim financial statements have been prepared in accordance with the same accounting policies and methods of computation as the ones applied for the preparation of the financial statements for the year 2003.

4.
RELATED PARTY TRANSACTIONS
The Company has certain transactions with its related parties.  A portion of the Company’s assets, liabilities, revenue and expenses arose from transactions with certain related parties.  These related parties are related through investment, common shareholdings and/or directorships.  The effects of these transactions are reflected in the financial statement on the basis determined by the Company and the related parties.


The Company has transactions and balances with its related companies as follow:
 (Unit : Thousand Baht)


Consolidated


The Company Only


As at 30th
As at 31st
As at 30th
As at 31st


September, 2004
December, 2003
September, 2004
December, 2003
Short-term advance to related parties

Mr. Ronald Ng Wai Choi
4,010
10,602
755
7,347

Sintana Holding Limited
348
3,168
348
3,168

Sea Minerals Limited
80
80
80
80

Other Companies

110

20

110

20


4,548

13,870

1,293

10,615
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(Unit : Thousand Baht)


Consolidated


The Company Only


As at 30th
As at 31st
As at 30th
As at 31st


September, 2004
December, 2003
September, 2004
December, 2003
Short-term loans to related parties

Sky Cliff Limited
-
-
55,913
10,611

Sintana Holdings Limited

280

1,722

280

1,722


280

1,722

56,193

12,333
Other receivable - related parties

Tungkum Limited
-
-
5,400
5,400

Sky Cliff Limited
-
-
8,800
1,601

Cholsin Limited
-
-
640
640

Mining and General Management Company Limited
-
-
589
475

Master Mariners Service Limited
-
-
218
148

Aspac Construction Limited

49

-


49

-



49

-


15,696

8,264
Long-term loans to related parties

Cholsin Limited

Principal
-
-
68,663
66,175

Accrued interest receivable

-


-


30,750

27,387


-


-


99,413

93,562

Tungkum Limited

Principal
-
-
79,618
10,778

Accrued interest receivable

-


-


11,259

9,401


-


-


90,877

20,179


-


-


190,290

113,741
Trade account payable - related party

Cholsin Limited

-


-


15,382

14,026
Short-term advances from related parties

Mr. Ronald Ng Wai Choi
8,720
6,000
8,720
6,000

Sintana Holdings Limited
1,760
880
-
-

Mining and General Management Company Limited
-
-
253
256

Aspac Construction Limited
-
170
-
170

Mr. John Peter Mills
972
72
972
72

Sino Pac Development (Thailand) Company Limited
47
76
45
71

Other companies

3

2

-


-



11,502

7,200

9,990

6,569
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(Unit : Thousand Baht)


Consolidated


The Company Only


As at 30th
As at 31st
As at 30th
As at 31st


September, 2004
December, 2003
September, 2004
December, 2003
Short-term loans from related parties

Sky Cliff Limited

Principal
-
-
-
-

Accrued interest payable

-


-


2,375

2,375


-


-


2,375

2,375
Aspac Construction Limited

Principal
2,777
2,200
2,777
2,200

Accrued interest payable

585

143

585

143


3,362

2,343

3,362

2,343
Sintana Holding Limited

Principal
-
-
-
-

Accrued interest payable

155

179

155

178


155

179

155

178


3,517

2,522

5,892

4,896
Other payable - related party

Sky Cliff Limited

-


-


-


45
Long-term loans from related party

Cholsin Limited

Principal
-
-
4,145
5,498

Accrued interest payable

-


-


7,436

7,192


-


-


11,581

12,690
Loans to Tungkum Limited have been made for the purpose of gold exploration and mining.  The Company’s management believe that these loans will be fully recoverable after gold mining operations commence.

Since 1998, loans have been made to Cholsin Limited for crushing in the Company’s andesite mining in Saraburi Province.  The Company’s management believe that these loans will be fully recoverable.  The loans are secured by the pledge of share certificates of Tungkum Limited held by Cholsin Limited, and most of the equipment of Cholsin Limited.
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(Unit : Thousand Baht)


For the nine-month periods ended 30th September



Consolidated

The Company Only


2004
2003
2004
2003
Pricing policies


Transactions with subsidiaries


(eliminated from the consolidated



financial statements)



Interest income
-
-
6,181
4,115
-
Average actual cost of the









source of funds provided


Rental income
-
-
9,135
45
-
At cost, price comparable



Management income
-
-
46
-

to the market prices



Interest expenses
-
-
244
340
-
Average actual cost of the








source of funds provided


Crushing cost
-
-
7,599
4,222
-
Baht 45 per ton


Electricity
-
-
490
580
-
At cost, price comparable



Office rental
-
-
-
90

to the market prices


Transactions with related companies








Interest income
23
-
23
-
-
Average actual cost of the









source of funds provided



Rental income
495
-
495
-
-
At cost, price comparable



Management income
-
46
-
46

to the market prices


Management fee
918
918
-
-




Interest expenses
369
354
369
354
-
Actual cost charged by the 








bank, Minimum Overdraft 








Rate of a local bank
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5.
CASH AND CASH EQUIVALENTS

(Unit : Thousand Baht)


Consolidated


The Company Only


As at 30th
As at 31st
As at 30th
As at 31st


September, 2004
December, 2003
September, 2004
December, 2003
Petty cash
142
143
71
72

Cash at banks





Current accounts
9,900
1,385
9,612
2

Saving accounts
111,437

1,061
111,413

1,038
Total
121,479

2,589
121,096

1,112
6.
TRADE ACCOUNTS RECEIVABLE - NET

An aging analysis of the trade accounts receivable as at 30th September is set forth below.
 (Unit : Thousand Baht)

Accounts receivable -
Accounts receivable -





Tin ore sales


andesite sales


Total


As at 30th
As at 31st
As at 30th
As at 31st
As at 30th
As at 31st


September, 2004
December, 2003
September, 2004
December, 2003
September, 2004
December, 2003
Not yet due
-
-
74
822
74
822

Past due for under 3 months
-
-
339
472
339
472

Past due for 3 - 6 months
-
-
612
-
612
-

Past due for 6 - 12 months
-
-
652
-
652
-

Past due for over 12 months

1,890

1,890

616

616

2,506

2,506
Total trade accounts receivable
1,890
1,890
2,293
1,910
4,183
3,800

Less: Allowance for doubtful accounts

(1,890)

(1,890)

-


-


(1,890)

(1,890)
Trade accounts receivable - net

-


-


2,293

1,910

2,293

1,910
The Company believes that the amount of allowance for doubtful accounts is adequate in the present situation.
7.
LONG-TERM LOANS

On 25th February, 2004, the Company entered into loan agreements of Baht 48 million for settled the amount of other payable - purchase of new office building with a local bank.  This loan bears interest at the rate of MLR plus 1% per annum and is due for monthly repayment of Baht 572,000 each, commencing in March, 2004.

Such loan is secured by the mortgage of the new office building and also jointly guaranteed by Tungkum Limited and the Company’s director.
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8.
SHARE CAPITAL

At the Ordinary Shareholders’ Meeting No. 10/2004 on 26th April, 2004, had resolved to decrease the Company’s registered share capital from Baht 599.92 million (599.92 million shares of Baht 1 each) to Baht 505.55 million (505.55 million shares of Baht 1 each).  At the same time it had also resolved to increase the Company’s registered share capital from Baht 505.55 million to Baht 605.55 million by issuing 100 million shares of Baht 1 each.
The Company registered the decrease and increase in shares capital with the Ministry of Commerce on 6th and 10th May, 2004 respectively.
Private Placement (PP)

On 23rd June, 2004, the Company issued the ordinary shares (PP) and received the share settlement of 49,285,700 shares at Baht 2.8 per share in the total amount of Baht 137,999,960.
On 30th September, 2004 the Company issued the ordinary shares (PP) and received the share settlement of 50,714,300 shares at Baht 2.5 per share in the total amount of Baht 126,785,750.

Employee Stock Option (ESOP) Implementation

On 16th April, 2004, the Company issued the ordinary shares in respect of Employee Stock Option Implementation Plan and received the share settlement of 21,903,000 shares at Baht 0.734 per share in the total amount of Baht 16,076,802.
The above PP and ESOP can be summarised as follows:


Issue date
No. of shares
Baht per share
Amount
Share premium
Share discount
April, 2004
21,903,000
0.734
16,076,802
-
5,826,198

June, 2004
49,285,700
2.8
137,999,960
88,714,260

-


September, 2004

50,714,300
2.5
126,785,750

76,071,450

-



121,903,000

280,862,512
164,785,710

5,826,198
9.
FINANCIAL INFORMATION BY SEGMENT
The Company’s and its subsidiaries’ core business is mining, which includes tin mining operations in Phuket Province, andesite mining operations in Saraburi Province, and gold exploration and development in Loei Province.  The Company also has an investment in a subsidiary, Sky Cliff Limited, whose main asset is a plot of land in Bangkok, plans to develop a serviced apartment building on the land which has been started in September, 2003.
Sales and cost of sales classified by segment for the years were presented in the earnings statements for the periods.  The classification of the assets of the Company and its subsidiaries by segment as at the balance sheet date is presented as follows :
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 (Unit : Million Baht)


Mining Business



Gold exploration and


development of gold





Tin Mining


mining project


Andesite Mining


Property Business


Eliminated


Total


30th
31st
30th
31st
30th
31st
30th
31st
30th
31st
30th
31st


September
December
September
December
September
December
September
December
September
December
September
December



2004


2003


2004


2003


2004


2003


2004


2003


2004


2003


2004


2003



(Audited)

(Audited)

(Audited)

(Audited)

(Audited)

(Audited)

Investment in other projects

Tin mining
1.0
1.7
-
- 
-
- 
-
- 
-
- 
1.0
1.7

Andesite mining
-
- 
-
- 
41.8
41.8
-
- 
-
- 
41.8
41.8

Gold mining
-
- 
365.6
358.8
-
- 
-
- 
-
- 
365.6
358.8

Phuket project
-
- 
-
- 
-
- 
7.0
- 
-
- 
7.0
-

Le Metro Condominium project
-
- 
-
- 
-
- 
469.2
469.8
-
- 
469.2
469.8

Property, plant and equipment - net
112.8
113.8
33.4
29.3
29.2
35.9
13.6
- 
-
- 
189.0
179.0

Other assets

142.0

25.7

359.0

298.9

151.5

145.3

372.2

338.9

(874.1)

(771.4)

150.6

37.4
Total assets

255.8

141.2

758.0

687.0

222.5

223.0

862.0

808.7

(874.1)

(771.4)
1,224.2

1,088.5
10.
COMMITMENTS AND CONTINGENT LIABILITIES

Guarantee

10.1
As at 30th September, 2004, there were outstanding bank guarantees amounting to approximately Baht 3.46 million (31st December, 2003 : Baht 3.45 million) with the Company only having outstanding guarantees amounting to approximately Baht 0.60 million (31st December, 2003 : Baht 0.9 million). The guarantees were issued by banks on behalf of the Company and its subsidiary companies in respect of certain performance bonds as required in the ordinary course of the businesses of the Company and its subsidiary companies.

Litigation

10.2
Certain companies initiated legal action against the Company and its contractor, claiming compensation of approximately Baht 299 million, in connection with tin dredging conducted by the Company and its contractor in the Bangtao Bay concession area. This activity purportedly caused land erosion in the area where those companies are situated.

On 7th December, 1999, the Civil Court ruled that the lawsuit against the Company and its contractor was dismissed, and they would not have to make payment of the above compensation. In March, 2000, the plaintiff lodged an appeal with the Appeal Court, claiming compensation of approximately Baht 175 million, and the Company filed a statement to defend the appeal on 24th April, 2000.

On 29th March, 2002, the Appeal Court judged to stand firm with the Civil Court’s ruling to dismiss the case. However, the plaintiff lodged an appeal to the Supreme Court on 26th April, 2002.  The Company has counter appealed and was accepted by the Supreme Court on 2nd July, 2002.  The case is therefore pending the consideration of the Supreme Court.



Directors





-  7  -

(Unaudited / but reviewed)
Commitments and contingent liabilities as a result of quarrying and gold mining operations

10.3
The quarrying operations of the Company and the gold mining operations of a subsidiary company must follow the regulations of the office of Environmental Policy and Planning regarding environmental protection and rehabilitation of the concession areas, and take such measures in these areas as were proposed by them in their environmental impact assessment.

10.4
A subsidiary company entered into a Memorandum of Understanding with the Kao - luang local council in Loei province. The memorandum included an agreement to compensate for any damage to the environment caused by its gold mining operation.

10.5
Under the agreement with the Forestry Department and the Agricultural Land Reform Office (ALRO), a subsidiary company has the following commitments and contingent liabilities regarding its gold mining operations.

The subsidiary company is committed to pay fees for 10 - year land use, replantation and maintenance in forestry areas of Baht 8.2 million, which is to be paid within 10 years.

The subsidiary company has to pay the land usage fee at rate of 2.5% of gold production to the Agricultural Land Reform Office (ALRO).  The subsidiary company is appealing to the Ombudsman of Thailand to rule against this levy as this is duplicate with the fee charged by the DMR in Note 10.6.  In addition the ALRO fee was not mentioned in the concession agreement.

The subsidiary company must follow the regulations of the Forestry Department regarding environmental protection and rehabilitation of the concession areas, and is liable for damage of the environment up to Baht 0.8 million.

10.6
Under the concession agreement for exploration and development of gold mining entered into by the subsidiary company and the Department of Mineral Resources (DMR), upon receiving the first batch of mining license, the subsidiary company shall give the right to the Government for purchasing the ordinary shares at the rate of 5 to 10 percent of the registered share capital at par value, and pay the royalty to DMR at the rate of 2.5 percent, and distribute 1.5 percent of gold ore production to DMR.

10.7
As at 30th September, 2004, the Company had capital commitments in respect of the fees for filing mining lease applications, airborne geophysical surveys, and compensation for the issuance of mining leases, totaling approximately Baht 4.5 million (31st December, 2003 : Baht 4.5 million).

Construction and other services agreements

10.8
A subsidiary company entered into road and bridge construction agreement with a company.  The future minimum cash payments under construction agreement is Baht 1.35 million.

10.9

As at 30th September, 2004, a subsidiary company had commitments resulting from entering into consultancy services agreements with various suppliers in respect of Le Metro Condominium project construction amounting to Baht 7.6 million.
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10.10
In April, 2004, the subsidiary company changed sole marketing agency to a company.  Marketing fee commission based on the following structure:



Sales (Baht)
Commission (%)


1 - 899,999,999
1



900,000,000 - 999,999,999
1.25



1,000,000,000 - 1,099,999,999
1.50



1,100,000,000 - 1,199,999,999
1.75



1,200,000,000 up
2.00

10.11
As at 16th December, 2003, a subsidiary company entered into security access system supply contract with a company amounting to USD 0.51 million.
Others

10.12
Under an agreement between the Company and a subsidiary’s minority interest, the Company is committed to release from mortgage a part of the subsidiary’s land awaiting development in proportion to the minority interest’s shareholding. The commitment is in relation to the subsidiary’s mortgage of the land to secure the credit facilities of Baht 30 million granted by a bank to the Company.

10.13
A subsidiary company has guaranteed Baht 15 million bank overdraft facilities for the Company since the Company has provided advances and loans to the subsidiary company for using as working capital.

11.
Financial instruments
The Company and its subsidiaries have financial risk management policies, interest rate risk, credit risk, foreign currency risk and the estimation of the fair value of financial assets and liabilities as the same as those presented in the financial statements for the year 2003.
12.
APPROVAL OF INTERIM FINANCIAL STATEMENTS


These interim financial statements have been approved by the Company’s board of directors.
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