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SOMBOON ADVANCE TECHNOLOGY PUBLIC COMPANY LIMITED  
AND ITS SUBSIDIARIES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE YEARS ENDED 31 DECEMBER 2005 AND 2004 

1. GENERAL INFORMATION 

 1.1 Somboon Advance Technology Public Company Limited was incorporated as a limited 
company under Thai laws and its parent company is Somboon Holding Company Limited, 
incorporated as a limited company under Thai laws. Its principal activity is the manufacture of 
pick-up axles and truck trunnion shafts. 

  The Company’s registered address is 129 Moo 2, Bangna-Trad Road, Tambon Bangchalong, 
Amphur Bangplee, Samutprakarn. 

 1.2 On 31 January 2005 the Stock Exchange of Thailand approved the listing of the Company’s 
ordinary shares and permitted their trading as from 31 January 2005. 

2. BASIS OF CONSOLIDATION 

 The consolidated financial statements include the financial statements of Somboon Advance 
Technology Public Company Limited (hereinafter referred to as “the Company”) for the years ended 
31 December 2005 and 2004, and the balance sheets as at 31 December 2005 and 2004, the 
statements of earnings for the year 2005, and the statements of earnings for eight-month period as 
from 1 May 2004 (the date of investment by the Company) to 31 December 2004 of the following 
subsidiaries.  

 Percentage of  Principal 
Subsidiaries shareholding    activities 

Somboon Malleable Iron Industrial Company Limited 99.99 Manufacture and sale  
   of autoparts 

Bangkok Spring Industrial Company Limited 99.99 Manufacture and sale  
   of autoparts 

SAT Axle Technology Company Limited 99.99 Manufacture and sale  
   of autoparts 
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 The Company and the subsidiaries previously had common directors and shareholders. However, in 
2004 the Company invested in all three subsidiaries for the purpose of restructuring the shareholding 
within the group. The Company recorded the excess of attributable net asset values of the subsidiaries 
over the cost of the respective investments as a deduction against retained earnings under the caption 
“Adjustment due to restructuring of the group’s business”, as required under international accounting 
principles. 

 As at 10 October 2005, the Company received the transfer of the business operations of SAT Axle 
Technology Company Limited (a subsidiary), as discussed in Note 4. Such subsidiary registered its 
dissolution with the Ministry of Commerce on 27 October 2005 and is in the process of liquidation.  

 The percentage of assets and revenues of the subsidiaries in relation to the total assets and total 
revenues as included in the consolidated financial statements as at 31 December 2005 are as follows:  

 Assets as a  Revenues as a 
 percentage of the total percentage of the total 
 assets included in the revenues included in 

the 
 consolidated balance consolidated statements 

Subsidiaries sheet of earnings 
 (Percent) (Percent) 
Somboon Malleable Iron Industrial    
   Company Limited 29 37 
Bangkok Spring Industrial Company Limited 35 25 
SAT Axle Technology Company Limited - - 

 Significant balances and transactions between the Company and the subsidiaries, investment in 
subsidiaries in the Company’s accounts and share capital of the subsidiaries are eliminated from the 
consolidated financial statements. 

3. SIGNIFICANT ACCOUNTING POLICIES 

 The financial statements have been prepared in accordance with accounting standards enunciated 
under the Accounting Profession Act B.E. 2547 except for basis of consolidation which prepared in 
accordance with international accounting principles. 
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 Significant accounting policies adopted by the Company and its subsidiaries are summarised below:  

 3.1 Revenue recognition 

  Sales of goods are recognised when products are delivered and title passes to customers. 
Service revenue is recognised when services have been rendered.  

 3.2 Cash and cash equivalents 

  Cash and cash equivalents comprise cash on hand and deposits with financial institutions with 
an original maturity of three months or less from the deposit date and free from restriction.  

 3.3 Trade accounts receivable and allowance for doubtful accounts 

  Trade accounts receivable are stated at the net realisable value. Allowance for doubtful 
accounts is provided for the estimated losses that may incur in collection of receivables.  The 
allowance is based on collection experience and current status of receivables outstanding at the 
balance sheet date. 

 3.4 Inventories 

  Finished goods and work in process are valued at the lower of cost (average basis) and net 
realisable value. Cost of finished goods and work in process includes cost of raw materials, 
direct labour and production overhead. 

  Raw materials and supplies are valued at the lower of cost (first-in, first-out basis) and net 
realisable value. 

 3.5 Investments 

  Investments in subsidiary and associated companies are stated at the equity method, whereby 
the investments are recorded at cost at the acquisition date and, for each subsequent year, 
adjusted to incorporate the proportionate share of the operating results in the subsidiary and 
associated companies. 

  Investments in non-marketable equity securities are valued at the acquisition cost. 
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 3.6 Property, plant and equipment / depreciation 

  Property, plant and equipment are initially recorded at cost. Land, buildings and machinery are 
however subsequently revalued by an independent appraiser to their fair values. Revaluations 
will be made with sufficient regularity to ensure that the carrying amount of the assets does not 
differ materially from their fair value at the balance sheet date. 

  Differences arising from revaluation are dealt with in the financial statements as follows:  

 - When an asset’s carrying amount is increased as a result of a revaluation, the increase 
should be credited directly to shareholders’ equity under the heading of “Revaluation 
surplus on assets”. However, a revaluation increase should be recognised as income to 
the extent that it reverses a revaluation decrease of the same asset previously recognised 
as an expense in the statement of earnings. 

 - When an asset’s carrying amount is decreased as a result of a revaluation, the decrease 
should be recognised as an expense in the statement of earnings. However, a revaluation 
decrease should be charged directly against any related “Revaluation surplus on assets” 
to the extent that the decrease does not exceed the amount held in the revaluation surplus 
in respect of that same asset. Any excess amount is to be recognised as an expense in the 
statement of earnings. 

  Depreciation of buildings and equipment has been calculated with reference to their cost or 
reappraised value on the straight-line basis over the following estimated useful lives:  

 The Company Subsidiaries 
Land improvement, buildings and other premises 20-30 years 20-45 years 
Machinery 15-18 years 5-24 years 
Tools and factory equipment 5 years 5 years 
Fixtures and office equipment 5 years 5 years 
Motor vehicles 5 years 5 years 

  No depreciation has been provided for land and construction in progress. 
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  Depreciation of assets which have been revalued as included in statement of earnings is 
calculated by using straight-line method over the remainder of their estimated useful lives. 
Depreciation of assets which have been devalued through appraisal is calculated on the 
reappraised value. Depreciation of assets of which the value has increased through appraisal is 
calculated based on cost.  

 3.7 Finance lease contracts 

  The subsidiaries record lease contracts which transfer substantially all the risks and benefits 
incidental to ownership of the leased items as finance lease contracts, in amount equal to the 
fair value of the leased property at the inception of the lease or, if lower, the present value of 
the minimum lease payments. In calculating the present value of the minimum lease payments, 
the discount factor used is the interest rate implicit in the corresponding contracts. The interest 
charge is recorded to periods over the term of the lease according to the remaining balance of 
the liability in each period. 

 3.8 Non-operating assets 

  Non-operating assets are stated at cost less allowance for impairment (if any). 

3.9 Impairment of assets 

  The Company reviews the impairment of assets whenever events indicate that the carrying 
value of an asset exceeds its realisable value. Realisable value is the higher of an asset’s net 
selling price and its value in use. The value in use is arrived at based on the management 
estimates. 

  The Company recognises an impairment loss in the earning statement whenever the carrying 
value of an asset exceeds its realisable value. The Company will reverse the impairment loss 
when there are indications that the value of the asset is no longer impaired or the amount of 
impairment has decreased. 



-  6  - 

 

 3.10 Foreign currencies 

  Foreign currency transactions incurred during the year are translated into Baht at the exchange 
rates ruling on the transaction dates. Monetary assets and liabilities denominated in foreign 
currency outstanding on the balance sheet date are translated into Baht at the rates ruling on the 
balance sheet date. Exchange gains and losses are included in determining earnings. 

 3.11 Forward exchange contracts 

  The Company and its subsidiary companies enter into forward exchange contracts in liability 
management activities to control exposure to fluctuations in foreign exchange rates in relation 
to purchase of goods of the Company and its subsidiaries. Premium or discount for forward 
exchange contracts are recorded as deferred expense and amortised as expenses over the period 
of contracts. 

 3.12 Gain on debt restructuring 

  The Company and its subsidiaries adopt an accounting policy related to troubled debt 
restructuring whereby in case where the debt is extinguished by the creditors, the Company and 
its subsidiaries recognise the extinguished debt as an extraordinary gain in the earnings 
statement. 

 3.13 Basic earnings per share 

  Basic earnings per share is determined by dividing net earnings for the year by the weighted 
average number of ordinary shares in issue during the year. 

 3.14 Employee benefits 

  The Company, subsidiaries and their employees have registered separate provident fund 
schemes under the Provident Fund Act B.E. 2530. The funds are contributed to by the 
Company, its subsidiaries and their employees at rates of 3 percent of the employees’ monthly 
salaries. The fund is managed by American International Assurance Co., Ltd. The contributions 
are recorded as expenses when incurred. 
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3.15 Use of accounting estimates 

 Preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make  estimates for certain accounting transactions,  affecting amounts 
reported in the financial statements and notes related thereto. Subsequent actual results may 
differ from these estimates. 

4. ACQUISITION OF BUSINESS OF SUBSIDIARY COMPANY 

 As at 10 October 2005, the Company entered into an agreement to receive the transfer of the business 
operations of SAT Axle Technology Company Limited (a subsidiary). The transfer consist of assets 
and liabilities at a price based on the net asset value of the subsidiary as at 10 October 2005, 
amounting to Baht 96 million, as follows: 

 (Unit: Million Baht) 

Total assets 122 
Total liabilities (26) 
Net asset value 96 

5. TRADE ACCOUNTS RECEIVABLE 

 Trade accounts receivable as at 31 December 2005 and 2004 are below classified by aging:  

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 
 2005 2004 2005 2004 
Trade accounts receivable - related parties 
 Not yet due 27,773,750 89,031,157 5,888,897 41,696,577 
 Overdue - less than 3 months 9,371,983 19,393,091 - - 
 Total 37,145,733 108,424,248 5,888,897 41,696,577 
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(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 
 2005 2004 2005 2004 
Trade accounts receivable - other companies     
 Not yet due 681,931,143 581,609,117 307,727,530 171,918,790 
 Overdue     
    Less than 3 months 8,732,974 6,916,416 - 15,461 
    3 - 12 months 26,061 51,227 26,061 - 
    Over 12 months 5,253,375 5,055,873 - 22,717 
 Total 695,943,553 593,632,633 307,753,591 171,956,968 
 Less: Allowance for doubtful accounts (4,780,814) (6,173,586) - (22,717) 
 Net trade accounts receivable - other companies 691,162,739 587,459,047 307,753,591 171,934,251 

6. RELATED PARTY TRANSACTIONS 

 During the years, the Company had significant business transactions with its subsidiaries (which have 
already been eliminated from the consolidated financial statements) and related companies which are 
related by way of shareholding or common shareholders or common directors. Such transactions are 
summarised below:  

 (Unit: Million Baht) 

 CONSOLIDATED Pricing Policy 
 2005 2004  

Transactions with related parties  
Sales of goods and services 163.1 181.5 Cost plus margin 
Management fee income 0.8 - On the basis of mutual agreement 
Purchases of goods and materials 72.4 53.7 Cost plus margin 
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(Unit: Million Baht) 

 THE COMPANY 
ONLY 

Pricing Policy 

 2005 2004  
Transactions with subsidiary companies   

Sales of goods and services 0.3 27.1 Cost plus margin of 10 - 15 percent 
Sales of materials 1.5 10.9 Approximates cost 
Sales of supplies 13.3 18.0 Market prices 
Interest income 79.4 59.2 4.5 percent, 6 percent and MLR per 

annum (2004: 4.5 percent, MLR 
and 3-month fixed deposit rate plus  

 1.5 percent per annum) 
Rental income 3.7 3.3 Rental fee of Baht 0.40 million per 

month (2004: Baht 0.38 million per 
month) 

Management fee income 88.5 8.3 On the basis of mutual agreement 
Purchase of materials 2.9 0.7 Approximates cost 
Purchases of goods  21.7 13.6 Cost plus margin 
Purchases of spare parts - 0.2 Cost plus margin 
Facilities expense 18.9 15.3 Approximates cost 

Transactions with related parties    
Sales of goods and services 7.2 27.2 Cost plus margin  
Sales of materials - 10.6 Approximates cost 
Sales of supplies - 1.5 Market prices 
Rental income - 1.5 Rental fee of Baht 0.38 million per  

   month 
Management fee income 0.8 4.1 Approximates cost 
Interest income - 5.1 4.5 percent per annum 
Other income  - 5.6 Approximates cost 
Purchases of materials and goods - 8.3 Cost plus margin 
Purchases of spare parts - 0.4 Cost plus margin 
Facilities expense - 7.8 Approximates cost 
Interest expense - 3.2 4.5 and 6 percent per annum 
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 As at 31 December 2005 and 2004, the Company and its subsidiaries had the following outstanding 
balances with their related companies:  

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 

 2005 2004 2005 2004 
Trade accounts receivable - related parties     

SAT Axle Technology Company Limited - - - 35,471,199 
Somboon Malleable Iron Industrial      
 Company Limited - - 3,016,490 197,255 
Bangkok Spring Industrial Company Limited - - 501,229 923,503 
Yongkee (1995) Company Limited 35,847,807 107,416,759 2,371,178 5,104,620 
Asahi Tech Metals (Thailand) Company Limited 180,298 670,471 - - 
Asahi Somboon Shippo Moulds     
 Company Limited 197,415 321,268 - - 
Automotive Product Import and Export Center     
 Company Limited 920,213 15,750 - - 

 37,145,733 108,424,248 5,888,897 41,696,577 

Other receivable - related parties     
Somboon Somic Manufacturing Company  72,760 - 72,760 - 
 Limited     
Somboon Malleable Iron Industrial - - 40,000 - 
 Company Limited     
Bangkok Spring Industrial Company Limited - - 40,000 - 

 72,760 - 152,760 - 

Short-term loans to subsidiary companies     
Somboon Malleable Iron Industrial     
 Company Limited - - 28,000,000 - 
Bangkok Spring Industrial Company Limited - - 20,000,000 30,000,000 

 - - 48,000,000 30,000,000 

Long-term loans to subsidiary companies     
SAT Axle Technology Company Limited - - - 53,000,000 
Somboon Malleable Iron Industrial     
 Company Limited - - 557,000,000 834,000,000 
Bangkok Spring Industrial Company Limited - - 503,000,000 936,000,000 

 - - 1,060,000,000 1,823,000,000 
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(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 

 2005 2004 2005 2004 
Trade accounts payable - related parties     

SAT Axle Technology Company Limited - - - 7,714,510 
Somboon Malleable Iron Industrial     
 Company Limited - - 136,077 48,929 
Bangkok Spring Industrial Company Limited - - 931,175 3,760,231 
Yongkee (1995) Company Limited 26,312,095 32,100 - - 
Asahi Tech Metals (Thailand) Company Limited 432,812 17,858,905 - - 
Tsuchiyoshi Somboon Coated Sand     
 Company Limited 27,820 29,425 - - 

 26,772,727 17,920,430 1,067,252 11,523,670 

Short-term loan from subsidiary company     
SAT Axle Technology Company Limited - - 95,519,549 - 

 During the current year, the balances of loans to subsidiary companies have movements as follows:  
(Unit: Baht) 

 THE COMPANY ONLY 
 31 December 2004 Increase Decrease 31 December 2005 

Short-term loans to subsidiary companies    
   Somboon Malleable Iron Industrial      
      Company Limited - 28,000,000 - 28,000,000 
   Bangkok Spring Industrial Company     
      Limited 30,000,000 63,000,000 (73,000,000) 20,000,000 
 30,000,000 91,000,000 (73,000,000) 48,000,000 

Long-term loans to subsidiary companies     
   SAT Axle Technology Company Limited 53,000,000 - (53,000,000) - 
   Somboon Malleable Iron Industrial      
      Company Limited 834,000,000 267,000,000 (544,000,000) 557,000,000 
   Bangkok Spring Industrial Company    
      Limited 936,000,000 73,000,000 (506,000,000) 503,000,000 
 1,823,000,000 340,000,000 (1,103,000,000) 1,060,000,000 

 Short-term loan to Somboon Malleable Iron Industrial Company Limited amounted to Baht 28 
million as at 31 December 2005, maturing on 28 February 2006. The loan carries interest at MOR per 
annum. 
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 Short-term loan to Bangkok Spring Industrial Company Limited amounted to Baht 20 million as at 31 
December 2005, maturing on 24 March 2006. The loan carries interest at MOR per annum. 

 During the year, Bangkok Spring Industrial Company Limited and Somboon Malleable Iron 
Industrial Company Limited increased their registered share capital by Baht 414 million and 456 
million, respectively, as discussed in Note 8. Both subsidiaries used cash raised from increasing their 
share capital to pay the loans from the Company. 

 Long-term loans to Bangkok Spring Industrial Company Limited are to be repaid on a quarterly basis 
over 9 years, from June 2004 to March 2012. The loans carry interest at a rate of 4.5 percent per 
annum for a period of 3 years and subsequently at MLR per annum. Interest is payable on a monthly 
basis. 

 Long-term loans to Somboon Malleable Iron Industrial Company Limited are to be repaid on a 
quarterly basis over 8 years, from June 2004 to March 2011. The loans carry interest at a rates of 4.5 
percent per annum for a period of 3 years and subsequently at MLR per annum. Interest is payable on 
a monthly basis. 

 In November 2005, the Company entered into an addition loan agreement which it granted a loan 
facility of Baht 37 million to Somboon Malleable Iron Industrial Company Limited. The loan is to be 
repaid in quarterly installments as stipulated in the loan agreement within 3 years, with the first 
installment due in March 2006. The loan carries interest at a rate of MLR-1 percent per annum. 

7. INVENTORIES 

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 

 2005 2004 2005 2004 
Raw materials 177,798,473 112,136,155 24,596,340 8,794,930 
Work in process 42,846,735 36,689,650 17,849,928 3,123,933 
Finished goods 64,381,806 55,925,481 14,631,789 10,305,890 
Spare parts and factory supplies 88,590,951 50,116,950 41,757,186 21,264,479 
Goods in transit 32,640,240 33,042,909 524,000 - 

Total 406,258,205 287,911,145 99,359,243 43,489,232 
Less: Allowance for obsolete stocks (8,345,397) (9,285,046) - - 

Inventories - net 397,912,808 278,626,099 99,359,243 43,489,232 
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8. INVESTMENTS ACCOUNTED FOR UNDER THE EQUITY METHOD 

 As at 31 December 2005 and 2004, investments accounted for under the equity method are as 
follows:  

 Investments in subsidiaries 

(Unit: Thousand Baht) 

 Paid-up THE COMPANY ONLY  
Company's name share capital Cost method Equity method Dividend 

 2005 2004 2005 2004 2005 2004 in 2005 
 Million Million 
 Baht Baht 
Somboon Malleable Iron  
   Industrial Company Limited 640 184 535,995 79,995 702,312 (205,329) - 
Bangkok Spring Industrial       
   Company Limited 520 106 519,989 105,989 405,532 227,008 - 
SAT Axle Technology         
   Company Limited 40 40 43,000 43,000 95,519 106,243 18,000 
Total investments in subsidiaries  1,098,984 228,984 1,203,363 127,922 18,000 

On 17 October 2005, the Extraordinary Meeting of the shareholders of Somboon Malleable Iron 
Industrial Company Limited, passed a special resolution to increase its registered share capital from 
Baht 184 million to Baht 640 million through the issue of additional 456,000 shares with a par value 
of Baht 1,000 each. The new shares were to be allocated to the Company and the fund raised is to be 
used for loan repayment to the Company. The subsidiary registered the increase in its share capital 
with the Ministry of Commerce on 21 October 2005. The meeting also passed a resolution to reduce 
its registered share capital from Baht 640 million to Baht 160 million through a change in par value 
of its ordinary shares from Baht 1,000 per share to Baht 250 per share. The Baht 480 million 
reduction in share capital is to be offset against the subsidiary’s deficit. Currently, the subsidiary is in 
the process of reducing its share capital. 
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On 17 October 2005, the Extraordinary Meeting of the shareholders of Bangkok Spring Industrial 
Company Limited, passed a special resolution to increase its registered share capital from Baht 106 
million to Baht 520 million through the issue of additional 414,000 shares with a par value of Baht 
1,000 each. The new shares were to be allocated to the Company and the fund raised is to be used for 
loan repayment to the Company. The subsidiary registered the increase in its share capital with the 
Ministry of Commerce on 21 October 2005. The meeting also passed a resolution to reduce its 
registered share capital from Baht 520 million to Baht 130 million through a change in the par value 
of its ordinary shares, from Baht 1,000 per share to Baht 250 per share. The Baht 390 million 
reduction in share capital is to be offset against the subsidiary’s deficit. Currently, the subsidiary is in 
the process of reducing its share capital. 

On 26 October 2005, the Extraordinary Meeting of the shareholders of SAT Axle Technology 
Company Limited passed a special resolution to dissolve the company. The subsidiary registered its 
dissolution with the Ministry of Commerce on 27 October 2005 and is in the process of liquidation.  

Investment in associated company 

(Unit: Thousand Baht) 

  Paid-up Shareholding CONSOLIDATED  

Company's name Principal activity share capital percentage Cost method Equity method Dividend 

   Percent 2005 2004 2005 2004 in 2005 

Associated company held through        

   Somboon Malleable Iron Industrial        

   Company Limited         

Tsuchiyoshi Somboon Coated Manufacture and sale        

   Sand Company Limited of coated sand 72,000 21.25 15,300 15,300 21,812 - 3,060 

Total investment in associated          

   company    15,300 15,300 21,812 - 3,060 

 The Company recorded its investment in Tsuchiyoshi Somboon Coated Sand Company Limited 
under the equity method based on financial statements as at 31 March 2005 audited by the auditor of 
that company. 
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9. LONG-TERM INVESTMENTS 

 CONSOLIDATED 

(Unit: Thousand Baht) 

    Investments 
  Paid-up Shareholding 31 December 31 December 

Company's name Principal activity share capital percentage 2005 2004 
   Percent 

Asahi Tech Metals (Thailand) Manufacture and sale of   
   Company Limited    cast iron parts 331,250 0.66 8,750 8,750 
Asahi Tech Aluminium Manufacture and sale of     
   (Thailand) Company Limited    autoparts     
   (Formerly known as “Asahi       
   Somboon Aluminium      
   Company Limited”)  1,480,000 0.98 14,500 14,500 
Yamada Somboon Company  Manufacture and sale of     
   Limited    autoparts 150,000 19.20 28,799 28,799 
Nisshinbo Somboon Automotive Manufacture and sale of     
   Company Limited    autoparts and brake      
    systems 732,600 2.90 21,250 21,250 
Somboon Somic Manufacturing Manufacture and sale of     
   Company Limited    autoparts 300,000 1.80 5,400 5,400 
Total    78,699 78,699 
Less: Allowance for impairment    (15,340) (18,050) 
Long-term investments - net    63,359 60,649 

10. PROPERTY, PLANT AND EQUIPMENT  

 CONSOLIDATED 

(Unit: Baht) 

 Assets carried at the revalued amount Assets carried at cost 

  Buildings   Fixtures and    

  and other  Tools and factory office  Construction  

 Land premises Machinery equipment equipment Motor vehicles in progress Total 

At cost/at revaluation   

31 December 2004 680,395,868 329,575,585 1,279,375,901 219,996,888 59,556,722 30,944,600 336,608,938 2,936,454,502 

Acquisition - 5,611,457 39,312,320 36,006,737 9,651,353 3,069,395 689,309,393 782,960,655 

Disposal/Written-off - - (974,422) (36,884,393) (17,392,504) (1,198,897) (8,957,013) (65,407,229) 

Transfer in (transfer out) - 74,013,532 828,747,936 59,689,218 2,300,874 32,000 (964,783,560) - 

31 December 2005 680,395,868 409,200,574 2,146,461,735 278,808,450 54,116,445 32,847,098 52,177,758 3,654,007,928 
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(Unit: Baht) 

 Assets carried at the revalued amount Assets carried at cost 

  Buildings   Fixtures and    

  and other  Tools and factory office  Construction  

 Land premises Machinery equipment equipment Motor vehicles in progress Total 

Accumulated depreciation        

31 December 2004 - 96,587,350 432,966,233 164,153,833 47,599,641 22,457,100 - 763,764,157 

Depreciation for the year - 12,009,831 113,718,003 27,197,056 7,703,117 3,133,540 - 163,761,547 

Depreciation of revaluation        

   surplus - 2,730,708 40,646,652 - - - 43,377,360 

 - - - (2,522,465) - (695,734) - (3,218,199) 

Depreciation for disposal - 5,557,058 (19,307,067) (19,116,047) (17,391,502) (500,242) - (50,757,800) 

31 December 2005 - 116,884,947 568,023,821 169,712,377 37,911,256 24,394,664 - 916,927,065 

Net book value         

31 December 2004 680,395,868 232,988,235 846,409,668 55,843,055 11,957,081 8,487,500 336,608,938 2,172,690,345 

31 December 2005 680,395,868 292,315,627 1,578,437,914 109,096,073 16,205,189 8,452,434 52,177,758 2,737,080,863 

Depreciation for the year as included in statement of earnings      

2004     72,231,831 

2005     163,761,547 

Stated at cost:      

Net book value      

31 December 2004 189,074,183 173,719,355 506,127,773      

31 December 2005 189,074,183 235,777,455 1,278,802,671      

 THE COMPANY ONLY 

(Unit: Baht) 

 Assets carried at the revalued amount Assets carried at cost 

  Buildings   Fixtures and    

  and other  Tools and factory office  Construction  

 Land premises Machinery equipment equipment Motor vehicles in progress Total 

At cost/at revaluation   

31 December 2004 90,141,438 63,938,705 333,104,139 23,388,836 8,148,726 9,022,088 198,384,020 726,127,952 

Acquisition of subsidiary - 182,916 112,335,549 1,180,185 30,521 - - 113,729,171 

Acquisition - 1,767,390 10,172,224 14,767,218 5,692,215 2,674,068 384,961,077 420,034,192 

Disposal - - - - - (10,000) - (10,000) 

Transfer in (transfer out) - 64,173,789 492,087,462 24,314,226 343,400 16,000 (580,934,877) - 

31 December 2005 90,141,438 130,062,800 947,699,374 63,650,465 14,214,862 11,702,156 2,410,220 1,259,881,315 



-  17  - 

 

(Unit: Baht) 

 Assets carried at the revalued amount Assets carried at cost 

  Buildings   Fixtures and    

  and other  Tools and factory office  Construction  

 Land premises Machinery equipment equipment Motor vehicles in progress Total 

Accumulated depreciation         

31 December 2004 - 13,514,177 103,821,003 15,977,649 3,958,327 2,732,925 - 140,004,081 

Depreciation for the year - 4,362,344 49,172,353 7,369,624 2,113,518 2,016,426 - 65,034,265 

Depreciation of revaluation         

   surplus - 487,599 11,147,739 - - - - 11,635,338 

Depreciation for disposal - - - - - (7,130) - (7,130) 

31 December 2005 - 18,364,120 164,141,095 23,347,273 6,071,845 4,742,221 - 216,666,554 

Net book value         

31 December 2004 90,141,438 50,424,528 229,283,136 7,411,187 4,190,399 6,289,163 198,384,020 586,123,871 

31 December 2005 90,141,438 111,698,680 783,558,279 40,303,192 8,143,017 6,959,935 2,410,220 1,043,214,761 

Depreciation for the year as included in statement of earnings      

2004     22,302,367 

2005     65,034,265 

Stated at cost:      

Net book value      

31 December 2004 78,068,168 39,414,142 172,953,294      

31 December 2005 78,068,168 101,175,893 697,939,337      

 In July 2003, the Company’s land, buildings and machinery were reappraised at fair value by an 
independent appraiser.  The Company recorded the resulting increases in asset values, totaling of 
approximately Baht 138.1 million, in “Revaluation surplus on assets” in shareholders’ equity and 
recorded the revaluation decreases, totaling of approximately Baht 40.4 million, as an expenses in the 
statement of earnings.  The basis for such revaluations were the fair market value for land and the 
replacement cost for buildings and machinery. 

 As at 31 December 2005 and 2004, certain building and equipment items of the Company and its 
subsidiaries have been fully depreciated but are still in use. The original cost, before deducting 
accumulated depreciation, of those assets amounted to Baht 302.2 million and Baht 278.7 million, 
respectively (The Company only: amounting to Baht 17.0 million and Baht 13.9 million, 
respectively). 

 As at 31 December 2005 and 2004, a majority of land with premises thereon and certain machinery 
of the Company and its subsidiaries have been mortgaged to secure the credit facilities of the 
Company and its subsidiaries granted by a bank. 
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11. NON-OPERATING ASSETS 

(Unit: Baht) 

 CONSOLIDATED 
 2005 2004 
Land 121,619,100 121,619,100 
Machinery 23,589,751 23,589,751 
Condominium units 2,281,565 3,513,000 
Total non-operating assets 147,490,416 148,721,851 
Less: Allowance for impairment (23,589,751) (23,589,751) 
Non-operating assets – net 123,900,665 125,132,100 

 Land title deeds and documents of ownership of condominium units of its subsidiary have been 
placed as collateral for credit facilities of the Company. 

12. INTANGIBLE ASSET - COPYRIGHT 

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 
 2005 2004 2005 2004 
Balance - beginning of the year 7,413,956 290,367 206,450 290,367 
Add: Acquisition of subsidiaries - 4,734,263 - - 
 Increase 1,618,506 4,001,000 - - 
Less: Amortisation during the year (2,893,473) (1,611,674) (83,915) (83,917) 
Balance - end of the year 6,138,989 7,413,956 122,535 206,450 

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

 The loans are secured by the mortgage of the Company and its subsidiary’s land with premises and 
machinery and guaranteed by certain directors of the Company and subsidiaries. 

14. TRUST RECEIPT 

 Trust receipt is secured by the mortgage of the Company and its subsidiary’s land with premises and 
machinery and guaranteed by certain directors of the Company and subsidiaries. 
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15. LONG-TERM LOANS 

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 

 2005 2004 2005 2004 
Long-term loans are repayable as follows:     

Within one year or less 123,990,000 231,088,000 123,990,000 231,088,000 
Between two to five years 1,098,106,000 1,045,816,000 1,098,106,000 1,045,816,000 
More than five years 660,507,600 957,928,000 660,507,600 957,928,000 
Total 1,758,613,600 2,003,744,000 1,758,613,600 2,003,744,000 

Total long-term loans 1,882,603,600 2,234,832,000 1,882,603,600 2,234,832,000 

 The loans carry interest at a rate of 4.5 percent per annum for a period of 3 years from the date of the 
first drawdown, and then at the MLR. Interest is payable on a monthly basis. 

 The loan agreement contains certain covenants which must be complied with while utilizing the 
credit facility, pertaining to matters such as that investment or granting of loans requires prior 
approval from the bank, the creation of lien and the maintenance of the total debt to equity ratio 
stipulated by the bank. 

The agreement is secured by the mortgage of a majority of the land with premises, document of 
ownership of condominium units and certain machinery of the Company and its subsidiaries and 
guaranteed by certain directors of the Company and its subsidiaries. 

16. REGISTERED SHARE CAPITAL 

 During the period 20 and 21 January 2005, the Company issued a total of 74 million shares with   a 
par value of Baht 1 each, at a price of Baht 12.9 per share, a total of Baht 954.6 million. This 
included share premium of Baht 880.6 million, and the expenses of issuing the shares   amounting to 
Baht 29.2 million, was deducted from that share premium. The Company registered the resulting 
change in its paid-up capital to Baht 300 million with the Ministry of Commerce on 26 January 2005. 
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17. DEFICIT OFFSET 

 On 22 April 2005, the Annual General Meeting of the Company’s shareholders approved the transfer 
of Baht 6.2 million from the statutory reserve and Baht 766.8 million from premium on ordinary 
shares to eliminate the ending deficit of the year 2004 of the Company in the first quarter of the year 
2005. 

18. REVALUATION SURPLUS ON ASSETS 

 During the year 2005, movement in the balance of revaluation surplus on assets was as follows:  

 CONSOLIDATED AND THE COMPANY ONLY 

 Revaluation surplus on assets - the Company 

(Unit: Baht) 

   Building and   
 Land other premises Machinery Total 
Balance - beginning of  the year 2005 12,073,250 11,010,386 96,766,681 119,850,317 
Amortisation on revaluation surplus - (487,599) (11,147,739) (11,635,338) 
Balance - end of the year 2005 12,073,250 10,522,787 85,618,942 108,214,979 

 Revaluation surplus on assets - the subsidiaries 

(Unit: Baht) 

   Building and   
 Land other premises Machinery Total 
Balance - beginning of the year 2005    479,248,435 48,258,494 243,515,214 771,022,143 
Amortisation on revaluation surplus - (2,243,109) (29,498,913) (31,742,022) 
Balance - end of the year 2005 479,248,435 46,015,385 214,016,301 739,280,121 

 The revaluation surplus on assets can neither be offset against retained deficit nor used for dividend 
payment. 

19. STATUTORY RESERVE 

 Under the Public Limited Companies Act B.E. 2535, the Company is required to set aside a statutory 
reserve at least 5 percent of its net profit until the reserve reaches 10 percent of the registered share 
capital. 
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20. DIVIDEND PAID 

 On 10 November 2005, the Company’s Board of Directors passed a resolution approving the 
payment of an interim dividend of Baht 0.20 per share, a total of Baht 60 million to the shareholders. 

21. DIRECTORS’ REMUNERATION 

 Directors’ remuneration represents the benefits paid to the Company’s directors in accordance with 
Section 90 of the Public Limited Companies Act, exclusive of salaries and related benefits payable to 
executive directors. 

22. CORPORATE INCOME TAX 

 Corporate income taxes for the years were calculated at the rate of 30 percent on earnings from non-
promoted activities after adding back certain expenses which are not deductible for tax computation 
purposes, and deducting tax loss carried forward (if any) and share of profits from investments 
accounted for under the equity method. 

23. STATEMENTS OF CASH FLOWS 

 Cash and cash equivalents as reflected in the statements of cash flows consist of the following: 

(Unit: Baht) 

 CONSOLIDATED THE COMPANY ONLY 
 2005 2004 2005 2004 
Cash and deposits with financial      
   institutions 216,161,367 195,604,001 99,714,693 104,236,794 
Current investments - bills of exchange 70,000,000 - 70,000,000 - 
Cash and cash equivalents 286,161,367 195,604,001 169,714,693 104,236,794 
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24. PROMOTIONAL PRIVILEGES 

 The Company was granted promotional privileges under the Investment Promotion Act B.E. 2520 for 
the forging and processing of machined parts under investment certificates No. 1723/2538 and 
1806/2538, respectively. These privileges included exemption from corporate income tax on profits 
for a period of 8 years from the date of first earning operating income, and expired during the year 
2004. During the year 2005, the Company was granted promotional privileges for the manufacture of 
rear axle shafts, under investment certificate No. 1449(2)/2548. Subject to certain imposed 
conditions, the tax privileges include the following: 

 a. Exemption from corporate income tax in an amount not exceeding the capital investment in the 
project, excluding land and working capital, for a period of 8 years commencing from the date 
of first earning operating income (1 July 2005). 

 b. A 75 percent reduction of import duty on articles and essential raw materials imported for use 
in manufacturing for local sales, for 1 year commencing as from the first importation date. 

 c. Exemption from import duty on articles and essential raw materials imported for use in 
manufacturing for export sales, for a period of 5 years commencing as from the first 
importation date. 

 d. Permission to double deduct transportation, electricity and water expenses for a period of 10 
years, commencing as from the date of first earning operating income. 

 e. Permission to charge an additional 25 percent of the cost of installation and construction in the 
normal depreciation calculation. 

 The Company’s total revenues for the years are divided between promoted and non-promoted 
revenues as follows:  

 (Unit: Baht) 
 2005 2004 
 Promoted Non-promoted  Promoted Non-promoted  
 activities activities Total activities activities Total 

Revenues       
Sales       
   -  Domestic 338,996,176 1,044,586,918 1,383,583,094 488,100,724 241,376,686 729,477,410 
   -  Export - 97,245,298 97,245,298 - 20,600,578 20,600,578 
Other income 37,967,400 426,645,503 464,612,903 346,675,319 93,145,108 439,820,427 

Total revenues 376,963,576 1,568,477,719 1,945,441,295 834,776,043 355,122,372 1,189,898,415 
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25. EMPLOYEES AND RELATED COSTS 

 CONSOLIDATED THE COMPANY ONLY 
 2005 2004 2005 2004 

Number of employees at the end of year  1,563 1,230 414 186 
Employee costs for the year (Million Baht) 474.7 264.4 176.1 75.5 

 During the year 2005, the Company and its subsidiaries contributed approximately Baht 6.6 million 
(The Company only: Baht 2.2 million), as included in above employee costs, to the provident fund. 

26. COMMITMENTS  

 As at 31 December 2005 and 2004, the Company and its subsidiaries have the following 
commitments:  

26.1 Capital commitments of Baht 115.1 million, JPY 390.6 million and USD 0.4 million (2004: 
Baht 113.0 million and JPY 800.0 million) in respect of land acquisition, construction of plant 
and purchase of machinery. 

26.2 Commitments totaling Baht 84.1 million (2004: Baht 26.6 million) in respect of lease and 
service agreements. 

26.3 The Company has entered into a technical assistance agreement with a foreign company 
covering the machining process, whereby the Company is to pay fees at a rate of 1.5 percent of 
the cost of the machining process charge for each unit of the products manufactured and sold 
by the Company. The agreement is for 5 years, expiring in 2010, and can be extended for a 
further 5 years. 

26.4 The Company has entered into a technical assistance agreement with another foreign company 
covering the forging process whereby the Company is to pay fees at rates of        3 percent and 
4 percent of the cost of the forging process for each unit manufactured, for domestic sales and 
export sales, respectively. The agreement is for 5 years, expiring in 2009 and is renewable for a 
further 5 years. 
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26.5 Bangkok Spring Industrial Company Limited has entered into a technical assistance agreement 
with a foreign company regarding the manufacture of a product. The agreement is for 6 years, 
expiring in the year 2008, and the subsidiary's outstanding commitments under such agreement 
total USD 450,000 (2004: USD 630,000). 

26.6 Somboon Malleable Iron Industrial Company Limited has entered into a technical assistance 
agreement with a foreign company regarding the process of machining of axles, whereby that 
company is to pay a fee at 1.5 percent of the process charge for each unit of the products 
manufactured and sold by the company. The agreement is for 5 years, expiring in the year 
2009, and is renewable for a further 5 years. 

27. GUARANTEE 

As at 31 December 2005, there were outstanding bank guarantees of Baht 2.4 million and Baht 14.8 
million issued by a bank on behalf of the Company and its subsidiaries, respectively (2004: Baht 0.1 
million and Baht 14.9 million, respectively), in respect of certain performance bonds required in the 
normal course of the Company’s and the subsidiaries’ businesses. 

28. FINANCIAL INFORMATION BY SEGMENT 

The Company and its subsidiaries operate in the single industry segment of the manufacture and sale 
of auto parts in the single geographic area of Thailand. As a result, all of the revenues, operating 
profits and assets as reflected in these financial statements pertain to the aforementioned industry 
segment and geographic area.  

29. FINANCIAL INSTRUMENTS 

 29.1 Financial risk management and policies 

  The Company and its subsidiaries do not hold or issue derivative instruments for speculative or 
trading purposes. 

 29.2 Credit Risk 

  The Company and its subsidiaries are exposed to credit risk primarily with respect to trade 
accounts receivable since the majority of sales and services are supplied to a limit number of 
customers.  However, due to those customers' creditworthiness, the Company and its 
subsidiaries do not anticipate material losses from theirs debt collection. 
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 29.3 Interest rate risk 

  The interest rate risk is the risk that future movements in market interest rates will affect the 
results of the operations and cash flows of the Company and its subsidiaries.   

  As at 31 December 2005, the significant financial assets and liabilities are below classified 
according to interest rate type:  

(Unit: Million Baht) 

 CONSOLIDATED 
 Floating Fixed   

 interest rate interest rate No interest Total 
Financial assets     
Deposits with financial institutions 209 - 7 216 
Current investments - bill of     
   exchange - 70 - 70 
Financial liabilities    
Bank overdrafts and short-term      
   loans from financial institutions 1 - - 1 
Trust receipt - 108 - 108 
Long-term loan - 1,883 - 1,883 

(Unit: Million Baht) 

 THE COMPANY ONLY 
 Floating Fixed   

 interest rate interest rate No interest Total 
Financial assets     
Deposits with financial institutions 93 - 7 100 
Current investments - bill of      
   exchange - 70 - 70 
Short-term loan to subsidiaries 48 - - 48 
Long-term loans to subsidiaries - 1,060 - 1,060 
Financial liabilities     
Short-term loan from subsidiary - - 96 96 
Long-term loan - 1,883 - 1,883 
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  The financial instruments carrying interest at fixed rates are classified below, based on the 
period from the balance sheet date to the contractual repricing date, or the maturity date 
(whichever is earlier):  

 (Unit: Million Baht) 

 CONSOLIDATED Average 
 Within 1 year 2 - 5 years Total interest rate 

    Percent per  
Financial assets    annum 
Current investments - bill of      
   exchange 70 - 70 3.85 
Financial liabilities     
Trust receipt 108 - 108 7.20 
Long - term loan - 1,883 1,883 4.50 

 (Unit: Million Baht) 

 THE COMPANY ONLY Average 
 Within 1 year 2 - 5 years Total interest rate 

    Percent per  
Financial assets    annum 
Current investments - bill of      
   exchange 70 - 70 3.85 
Long-term loans to subsidiaries 1,060 - 1,060 4.50 
Financial liabilities     
Long-term loan - 1,883 1,883 4.50 

 29.4 Foreign currency risk 

  The exposure of the Company and its subsidiaries to foreign currency risk relates primarily to 
their receivables and payables which are denominated in foreign currencies. 
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  As at 31 December 2005, significant forward exchange contracts outstanding of the Company 
and its subsidiaries as follows: 

 (Unit: Thousand) 

CONSOLIDATED THE COMPANY ONLY 
 Amount Applicable forward Amount Applicable forward 

Foreign currency bought purchase rate bought purchase rate 
  (Baht per unit of  (Baht per unit of 
  foreign currency)  foreign currency) 
US dollars 933,206 40.82 - 41.04 - - 

  Below is a summary of material foreign currency-denominated assets/liabilities of the 
Company and its subsidiaries which were unhedged as at 31 December 2005. The majority of 
the liabilities are due within one year:  

(Unit: Thousand) 

 CONSOLIDATED THE COMPANY ONLY 
Foreign currency Assets Liabilities Assets Liabilities 

US dollars - 4,024 - 156 
Yen 29,934 170,048 - 51,825 

 29.5 Fair value 

  Since the majority of cash and deposits with financial institutions are short-term, the 
management believes that the fair value of financial assets of the Company and its subsidiaries 
do not materially differ from their carrying value. 

  Interest rate of short-term loans to/from and long-term loans to/from are nearly to market 
interest rate. 
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30. PRESENTATION 

 The presentation of the financial statements has been made in compliance with the stipulations of the 
Notification of the Department of Business Development dated 14 September 2001, as empowered 
under the Accounting Act B.E. 2543. 

 Certain amounts in the financial statements for the year 2004 have been reclassified to conform to the 
current year classifications, with no effect on net earnings or shareholders’ equity previously 
reported. 

31. APPROVAL OF FINANCIAL STATEMENTS 

 These financial statements were authorised for issue by the Board of Directors of the Company on 22 
February 2006. 

 


