GENERAL INFORMATION

Vibhavadi medical was a public company limited and was listed on the Stock Exchange of Thailand in 1992. The Company engages in its core business of hospital business. The registered office of the Company is located at 51/3 Moo3, Ngam Wong Wan Road, Khet Chatuchak, Bangkok.

BASIS FOR FINANCIAL STATEMENT AND CONSOLIDATED FINANCIAL STATEMENT PREPARATION

The Company and consolidated financial statements have been prepared in accordance with Thai Generally Accepted Accounting Principles under the Accounting Act, B.E. 2543, being those Thai Accounting Standards issued by the Institute of Certified Accountants and Auditors of Thailand and approved under law by the Board of Supervision of Auditing Practices appointed by the Minister of Commerce under the Auditor Act, B.E. 2505, and the financial reporting requirements of the Securities and Exchange Commission.  

The consolidated financial statements includes the accounts of Vibhavadi Medical Center Public Company Limited and the following subsidiaries, of which are owned directly and indirectly by Vibhavadi Medical Center Public Company Limited as follows: 

                                

�Percentage�����of Holding��Nature of���2002��2001��Business��Vibhavadi Mansion Company Limited�99.99��99.99��Mansion��Phattanakarn Vechakit Company Limited�90.43��16.50��Hospital��On June 20, 2002, the Company purchased common shares of Phattanakarn Vechakit Co., Ltd. amounted to 18.1 million shares by allocation the Company’s shares amounted 9.1 million shares for exchange with shares at the ratio of 2:1 as discussed in Note 18 to the financial statements, which caused the excess of fair values of Company’s shares over fair values of Phattanakarn Vechakit Co., Ltd.’s shares amounted to approximately Baht 5.2 million. Such fair values of shares were based on the opinion of an outside financial advisor and on June 21, 2002, the Company additionally purchased common shares of Phattanakarn Vechakit Co., Ltd. amounted to approximately Baht 336.1 million. As the consequence, the Company has increased its shareholding in Phattanakarn Vechakit Co., Ltd. from 16.50% to 90.43%.  Investments in common shares of Phattanakarn Vechakit Co., Ltd., therefore, has been changed the status from “Investments in Common Shares of Associated Company” to “Investments in Common Shares of Subsidiary” (at equity method) which made the Company must included the financial statements of such company in the consolidated financial statements commencing from the second quarter of the year 2002. Based on the preliminary calculation basis as of the such acquisition date has negative goodwill amounted to approximately Baht 132.8 million. However, the Company did not evaluate the fair values of such subsidiary at that date. Subsequently, during the third quarter of the year 2002, the Company evaluated  the subsidiary’s net value those were shown at fair values which caused the lower of fair values in subsidiary than the cost of investments as of acquisition date  amounted to approximately Baht 3.3 million.

�The such above transactions are summarized as follows :

��(In thousand Baht)����Amount��Negative Goodwill on exchanged of shares��(5,174)��Goodwill on additional purchased of investments��3,321��Negative Goodwill – Net��(1,853)��The Company written off  such negative goodwill – net amounting to Baht 1.9 million as  income  in the year 2002. Because of such negative goodwill did not relate to any future loss or expense. 

The significant transactions between the Company and its subsidiaries have been eliminated in the consolidated financial statements.

SIGNIFICANT  ACCOUNTING  POLICIES 

The principle accounting policies adopted in the preparation of the Company and subsidiaries’ financial statements are as follows:

3.1	Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and deposits at financial institutions.  The Company and subsidiaries maintain cash on hand for general use.  Deposits at financial institutions, including short – term saving deposits, are highly liquid investments that are readily convertible to known amounts with original maturities of three (3) months or less and that are subject to an insignificant risk of change in value.

Deposits at financial institutions that are restricted in use are presented as “Fixed deposits pledged as collateral” as part of other non-current assets in the balance sheets. 

3.2	Accounts Receivable

Accounts receivable are carried at original invoice amount less allowance for doubtful accounts. 

3.3	Allowance For Doubtful Accounts

The Company and subsidiaries provided allowance for doubtful accounts equal to the estimated losses that may be incurred in the collection of receivables. The estimated losses are based on the collection experiences and the review of the current status of the existing receivables.

3.4	Inventories

Inventories are  valued at  the lower of cost  (First-in, First-out) or net  realizable value.



�

3.5	Investments 

The Company values its investments in subsidiaries and associated companies at equity method and values investments in shares of related  companies which are held for long-term purposes in general investments at cost, net of allowance for impairment of investments (if any). 

The Company and subsidiaries evaluate impairment of their investments when there is a factor indicating that such investments might be impaired, by comparing their carrying values with their net book values (based on their latest audited financial statements). Impairment loss is reflected in the statements of income. 

When disposing of an investment, the difference between its net disposal proceeds and its carrying value is charged or credited to operations. 

3.6	Property, Plant and Equipment

Property, plant and equipment are initially recorded at cost. All assets, except for land, are stated at historical cost less accumulated depreciation.

Depreciation for property and equipment acquired before 1996 is calculated by using the declining method, details are as follows :



�Percentage per annum�����Buildings�3.30��Medical instruments and office equipment�6.67��Vehicles�6.67�����Depreciaton for property and equipment acquired since 1996 onwards, is calculated by using straight-line method, details are as follows :



�No. of Years��Buildings ,building equipment and system�30��Medical instruments�10-15��Furniture , fixture and office equipment �5-10��Vehicles�5-10��Health center appliances�5��When assets are sold or retired, the Company and subsidiaries will eliminated their costs and accumulated depreciation from the accounts and any gain or loss resulting from their disposal is included in the statements of income.

Construction-in-progress are stated at cost.  These assets are not depreciated until such time as the relevant assets are completed and ready for their intended operational use.





3.7	Impairment of Assets

The Company and subsidiaries reviewed the impairment of assets whenever events or changes in circumstances indicate that the recoverable amount of assets is below the carrying amount (the higher of an assets selling price or value in use). The review is made for individual assets or the cash generating unit. 

In case that the carrying value of an asset exceeds its recoverable amount, the Company and  subsidiaries recognize the impairment losses in the statements of income. The reversal of impairment losses recognized in prior years is recorded as other income when there is an indication that the impairment losses recognized for the assets no longer exist or are decreased.

3.8	Land not use in operations

The Company records land not use in operations at cost.

3.9	Foreign Currency Transactions

Foreign currency transactions throughout the years are recorded  to Thai Baht at the rates prevailing at the transactions dates. Gain or loss is credited or charged to current operations. 

3.10	 Revenue Recognition

Revenues from hospital operations, mainly consisted of medical fees, hospital room sales and medicine sales. The Company and subsidiaries recognized its as income when services have been rendered or medicine delivered.

	The Company and subsidiaries recognize service income when services have been rendered.

The Company recognized rental income on an accural basis.

	Interest income is recognized on a time proportion basis that reflects the effective yield on the asset.

3.11	 Income Tax

The Company and subsidiaries recorded income tax based on the actual amount currently payable according to  the Revenue Code.

3.12	 Basic Earnings per share

	Earnings per share is determined by dividing the net income by the weighted average number of shares outstanding during the year, net of share capital held in treasury (number of the Company’s shares held by subsidiary)



TRANSACTIONS WITH RELATED PERSONS AND COMPANIES 

The Company and subsidiaries have certain transactions with their related persons and/or related companies. A portion of assets, liabilities, revenues and expenses arose from transactions with said related persons and/or related companies. These related companies and related persons are related through common shareholding and/or directorships. The effects of these transactions are reflected in the accompanying financial statements on the bases mutually considered by the companies concerned, and other entities, normal course of business. 

4.1	Relationships and pricing policies 

The relationship and pricing policies among the Company, subsidiaries, associated companies, other related companies and other entities, are as follows :



�Relationships��Subsidiaries :���Vibhavadi Mansion Co., Ltd.�Shareholding and Directorship��Phattanakarn Vechakit Co., Ltd.�Shareholding and Directorship��Associated company :���Kranchanaburi Health Center Co., Ltd.�Shareholding and Directorship��Related companies :���Chao Phaya Hospital Co., Ltd�Inter – Shareholding and Directorship��Supalerk U-Thong Hospital Co., Ltd.        �Shareholding and Directorship��Vibhavadi Consultant Co., Ltd.�Shareholding and Directorship��M.D.S. Enterprise Co., Ltd�Directorship��

Pricing Policies for Subsidiaries and Associated companies :�Pricing Policy��Income from medical treatment�At normal business prices, as same as other entities.��Purchase�At normal business prices, as same as other entities.��Loans from�At market interest rates or approximates.��     Guarantee�No fee charged��

Pricing Policies for the Related Companies

 And Other Entities :�Pricing Policy��Income from medical treatment�At normal business prices, as same as other entities.��Interest income�At market interest rates or approximates��Rental income �At normal business prices based on area.��Purchase  �At normal business prices, as same as other entities.��Loans from�At market interest rates or approximates��        Interest expense�At market interest rates or approximates��



4.2	Balances of transactions with  subsidiaries,  associated and related companies

Balances of transactions with subsidiaries, associated and related companies as at December 31, 2002 and 2001 are as follows :      	   					                 

�In  Baht���Consolidated��The Company Only���2002                      ��2001                    ��2002                      ��2001                    ��1.  Account receivable – trade���������     - Subsidiary ���������       Phattanakarn Vechakit Co., Ltd.�-��-��6,641,696��-��     - Associated company���������       Phattanakarn Vechakit Co., Ltd.�-��6,259,929��-��6,259,929��           Total�-��6,259,929��6,641,696��6,259,929��2. Interest receivable���������     - Associated company���������       Phattanakarn Vechakit Co., Ltd.�-��20,733,297��-��20,733,297��    - Related company���������       Supalerk U-Thong Hospital Co., Ltd.        �542,863��139,578��542,863��139,578��          Total�542,863��20,872,875��542,863��20,872,875��3. Other receivables���������     - Subsidiary ���������       Vibhavadi Mansion Co., Ltd.�-��-��174,000��174,000��4. Loans to ���������     - Associated company���������       Phattanakarn Vechakit Co., Ltd.�-��70,750,000��-��70,750,000��     - Related company���������       Supalerk U-Thong Hospital Co., Ltd.        �4,900,000��4,900,000��4,900,000��4,900,000��          Total�4,900,000��75,650,000��4,900,000��75,650,000��5. Short-term loans from ���������     - Related persons�36,400,000��35,000,000��31,000,000��35,000,000��6. Accrued expense���������     - Subsidiary ���������       Vibhavadi Mansion Co., Ltd.�-��-��1,399,969��1,302,171��7. Accrued interest expense���������     - Related persons�73,473��114,527��73,473��114,527��4.3	Revenues and expenses transactions with subsidiaries, associated and related companies 

Revenues and expenses transactions with subsidiaries, associated and related companies for the years ended December 31, 2002 and 2001 are as follows :                  

�In  Baht���Consolidated��The Company Only���2002��2001��2002��2001�� 1.Income from medical treatment for         

         social security fund patients���������     - Subsidiary���������       Phattanakarn Vechakit Co., Ltd.�-��-��30,889,362��-��     - Associated company���������       Phattanakarn Vechakit Co., Ltd.�-��12,275,354��-��12,275,354��          Total�-��12,275,354��30,889,362��12,275,354����������� 2. Rental income and service income���������     - Subsidiary ���������       Vibhavadi Mansion Co., Ltd.�-��-��9,900,000��7,800,000����������� 3. Interest income���������     - Subsidiary ���������       Phattanakarn Vechakit Co., Ltd.�-��-��6,314,958��-��     - Associated company���������       Phattanakarn Vechakit Co., Ltd.�-��6,142,937��-��6,142,937��     - Related company���������       SupalerkU-Thong Hospital Co., Ltd.        �424,029��430,835��424,029��430,835��          Total�424,029��6,573,772��6,738,987��6,573,772�� 4.Selling and administrative expenses���������     - Subsidiary ���������       Vibhavadi Mansion Co., Ltd.�-��-��16,963,422��16,446,709�� 5.Interest expense���������     - Related persons�2,116,600��1,037,993��2,116,600��1,037,993��4.4	Long – term lease contracts 

The Company has lent some part of Vibhavadi building 2 to its subsidiary for others renting as an office and residential apartment with the rental of Baht 60,000 per month since January 2000. On June 30, 2001, the Company entered into the new lease agreement with the rental term commencing from July 1, 2001 to December 31, 2003. In case that the lease agreement is expired and no renewal agreement is made for whatever reason, it is assumed that the agreement is effective under the initial condition for further 3 years with the compensation of  Baht 100,000 per month per floor which are fully occupied.

5.	CASH AND CASH EQUIVALENTS 



�In Baht���Consolidated��The Company Only���2002                      ��2001                    ��2002                      ��2001                    ��Cash on hand �5,136,358��3,621,853��3,265,885��3,611,852��Deposits at financial institutions - Current account�

121,787��

45,454��

7,473��

35,454��Deposits at financial institutions – Savings account                        �

9,998,202��

8,935,573��

3,756,745��

6,226,133��Total�15,256,347��12,602,880��7,030,103��9,873,439��The weighted average effective interest rates of deposits at financial institutions were 0.25 – 0.50 % per annum (2001: 0.25 – 0.50 % per annum)

6.	CURRENT INVESTMENTS IN FIXED DEPOSITS

Current investments are deposits at financial institutions - fixed deposits which bear interest at the rates of 0.5 – 1.0 % per annum in 2002 (0.25 – 1.25 % per annum in 2001).

7.	ACCOUNTS RECEIVABLE – TRADE

�In Baht���Consolidated��The Company Only���2002                      ��2001                    ��2002                      ��2001                    ��Accounts receivable – Other Companies�������� Classified by their ages :���������Not yet due receivables�17,910,133��13,185,966��14,765,204��13,185,966��Over due with one month to three months�13,624,005��8,506,380��8,177,976��7,430,002��Over due with four months to six months�1,950,911��255,951��445,029��255,951��Over due with seven months  to twelve months�1,609,368��896,574��461,570��896,291��Over twelve months�16,604,899��12,607,048��8,444,498��11,113,905��Total        �51,699,316��35,451,919��32,294,277��32,882,115��Less Allowance for doubtful accounts        �(15,670,925)��(9,578,610)��(8,402,323)��(8,085,467)��Net�36,028,391��25,873,309��23,891,954��24,796,648��8.	 INVENTORIES



�In Baht���Consolidated��The Company Only���2002                      ��2001                    ��2002                      ��2001                    ��Medicines and medical supplies�15,947,242��13,278,074��11,936,428��13,278,074��Office supplies �1,666,779��1,463,431��1,050,448��1,463,431��Stationery and other supplies�423,260��321,724��423,260��321,724��        Total      �18,037,281��� =SUM(ABOVE) �15,063,229���13,410,136��� =SUM(ABOVE) �15,063,229���9.	INVESTMENTS IN SUBSIDIARIES  AND  ASSOCIATED COMPANIES – AT EQUITY METHOD



CONSOLIDATED AS AT DECEMBER 31, 2002



�



Nature of Business�

Paid up

Capital

(In  Baht)�Proportion of  Share

Holdings(%)�In  Baht������ 

At Cost�

At Equity��Associated company �������Karnchanaburi Health Center Co., Ltd.�Fitness Center�100,000,000�15.00�15,000,000�15,000,000��Less Allowance for impairment of investments in associated company��(2,500,000)�(2,500,000)��Total  investments in associated company-net���12,500,000�12,500,000��Associated company held by subsidiary�������Karnchanaburi Health Center Co., Ltd.�Fitness Center�100,000,000�15.00�15,000,000�15,000,000��Less Allowance for impairment of investments in associated company��(1,500,000)�(1,500,000)��Total investments in associated company held by subsidiary-net��13,500,000�13,500,000��Total investments in associated company ���26,000,000��CONSOLIDATED AS AT DECEMBER 31, 2001



Associated company �������  Phattanakarn Vechakit Co., Ltd.�Hospital�600,000,000�16.50�89,250,00�47,427,554��THE COMPANY ONLY AS AT DECEMBER 31, 2002



Subsidiaries ������� Vibhavadi Mansion Co., Ltd.�Mansion�250,000�99.99�250,000�7,046,586�� Phattanakarn Vechakit Co., Ltd.�Hospital�623,500,000�90.43�588,475,069�522,256,057������588,725,069�529,302,643��Associated company������� Kranchanaburi Health CenterCo., Ltd.�Fitness Center�100,000,000�15.00�15,000,000�15,000,000��Less Allowance for impairment of investments in associated company��(2,500,000)�(2,500,000)��Total investments in associated company-net��12,500,000�12,500,000��Total investments in subsidiaries and associated companies���541,802,643��THE COMPANY ONLY AS AT DECEMBER 31, 2001



Subsidiary ������� Vibhavadi Mansion Co., Ltd.�Mansion�250,000�99.99�250,000�4,358,259��Associated company������� Phattanakarn Vechakit Co., Ltd.�Hospital�600,000,000�16.50�89,250,000�47,427,554��Total����89,500,000�51,785,813��10.	INVESTMENTS  IN  RELATED COMPANIES – AT COST METHOD

CONSOLIDATED AS AT DECEMBER 31, 2002



�

Nature of Business�

Paid up

Capital

(In Baht)�

Proportion of Share

Holdings(%)�

Amount

(In baht)��Related companies�Activities�����Chao Phaya Hospital Co., Ltd.�Hospital�440,000,000�6.37�48,437,195��Supalerk U-thong Hospital Co., Ltd.�Hospital�50,000,000�6.00�3,000,000��Vibhavadi Consultant Co., Ltd.�Consulting�1,000,000�10.00�100,000��

������Related companies held by subsidiary������Chao Phaya Hospital Co., Ltd.�Hospital�440,000,000�5.53�48,625,000��Vibhavadi Consultant Co., Ltd.�Consulting�1,000,000�10.00�100,000��Total investments in related companies���100,262,195��CONSOLIDATED AS AT DECEMBER 31, 2001



Related companies������1. Chao Phaya Hospital Co., Ltd.�Hospital�440,000,000�5.44�46,408,320��2. Supalerk U-thong Hospital Co., Ltd.�Hospital�50,000,000�6.00�3,000,000��3. Vibhavadi Consultant Co., Ltd.�Consulting�1,000,000�10.00�100,000��

4. Kranchanaburi Health Center Co.,Ltd.�Fitness Center�

100,000,000�15.00�

15,000,000��Total investments in related companies ����64,508,320��Less allowance for  impairment of investments in related companies��(1,000,000)��Total investments in related companies-net��63,508,320��THE COMPANY ONLY AS AT DECEMBER 31, 2002



Related companies������1. Chao Phaya Hospital Co., Ltd.�Hospital�440,000,000�6.37�48,437,195��2. Supalerk U-thong Hospital Co., Ltd.�Hospital�50,000,000�6.00�3,000,000��3. Vibhavadi Consultant Co., Ltd.�Consulting�1,000,000�10.00�100,000��Total investments in related companies����51,537,195��THE COMPANY ONLY AS AT DECEMBER 31, 2001



Related companies������1. Chao Phaya Hospital Co., Ltd.�Hospital�440,000,000�5.44�46,408,320��2. Supalerk U-thong Hospital Co., Ltd.�Hospital�50,000,000�6.00�3,000,000��3. Vibhavadi Consultant Co., Ltd.�Consulting�1,000,000�10.00�100,000��4. Kranchanaburi Health Center Co.,Ltd.�Fitness Center�100,000,000�15.00�15,000,000��Total investments in related companies��64,508,320��Less allowance for impairment of investments in related companies��(1,000,000)��Total investments in related companies - net��63,508,320���11.	PROPERTY, PLANT AND EQUIPMENT - NET



CONSOLIDATED 



                                                                            	 



�In  Baht���

Land��Buildings, 

building equipment and system��Medical

instruments&

office appliances�

�Furniture

fixture &

equipment��

Vehicle��

Health center appliances��

Construction in progress and under installation ��

Total�������������������At  December  31, 2001�����������������   Cost             �68,134,533��728,441,689��188,959,041��83,409,086��9,325,625��1,114,357��23,742��1,079,408,073��   Less  Accumulated  Depreciation                          �-��(150,585,342)��(87,803,916)��(38,374,553)��(4,330,305)��(845,429)��-��(281,939,545)��            Impairment of assets�-��-��(1,050,354)��(1,343,832)��-��-��-��(2,394,186)��   Net book amount                    �� =SUM(ABOVE) �68,134,533���577,856,347��100,104,771��43,690,701��4,995,320��268,928��23,742��795,074,342��For the year ended December  31,  2002                                           ����������������Opening net book amount  �� =SUM(ABOVE) �68,134,533���577,856,347��100,104,771��43,690,701��4,995,320��268,928��23,742��795,074,342��Assets transfer from the   

    Acquisition  a subsidiary�

122,695,512��

414,381,440��

75,478,428��

3,442,840��

1,752,518��

-��

-��

617,750,738��            Additions �-��284,443��29,418,376��6,604,946��1,189,119��5,052��3,230,365��40,732,301��            Transfer�-��-��522,374��2,020,024��-��-��(2,542,398)��-��   Less  Disposals�-��-��(134,730)��(15,754)��-��-��-��(150,484)��            Depreciation charge    �-��(31,177,822)��(14,553,465)��(7,250,554)��(1,039,853)��(203,410)��-��(54,225,104)��Closing net book amount�190,830,045��961,344,408��190,835,754��48,492,203��6,897,104��70,570��711,709��1,399,181,793��At  December 31, 2002�����������������   Cost             �205,363,241��1,273,665,479��350,582,945��104,120,108��14,370,209��1,119,409��711,709��1,949,933,100��Less  Accumulated  Depreciation �-��(263,223,309)��(158,696,837)��(54,284,073)��(7,473,105)��(1,048,839)��-��(484,726,163)��   Impairment of assets�(14,533,196)��(49,097,762)��(1,050,354)��(1,343,832)��-��-��-��(66,025,144)��   Net book amount                    �190,830,045��961,344,408��190,835,754��48,492,203��6,897,104��70,570��711,709��1,399,181,793��

�THE  COMPANY ONLY



                                                                                                                	 

�In  Baht���

Land��Building , 

building equipment and system��Medical

Instruments &

office appliances�

�Furniture

fixture &

equipment��

Vehicle��

Health center appliances��

Construction in progress and under installation ��

Total�������������������At  December  31, 2001�����������������   Cost             �68,134,533��728,441,689��188,959,041��74,719,590��9,325,625��1,114,357��23,742��1,070,718,577��   Less  Accumulated  Depreciation                          �-��(150,585,342)��(87,803,916)��(33,795,511)��(4,330,305)��(845,429)��-��(277,360,503)��    Impairment of assets�-��-��(1,050,354)��(1,343,832)��-��-��-��(2,394,186)��   Net book amount                    �� =SUM(ABOVE) �68,134,533���577,856,347��100,104,771��39,580,247��4,995,320��268,928��23,742��790,963,888��For the year ended December  31,  2002                                           ����������������Opening net book amount  �� =SUM(ABOVE) �68,134,533���577,856,347��100,104,771��39,580,247��4,995,320��268,928��23,742��790,963,888��            Additions �-��-��24,923,344��5,100,713��1,189,119��5,052��2,518,656��33,736,884��            Transfer�-��-��522,374��2,020,024��-��-��(2,542,398)��-��   Less  Disposals�-��-��(134,730)��(6,552)��-��-��-��(141,282)��            Depreciation charge    �-��(22,979,183)��(7,755,695)��(4,998,698)��(714,314)��(203,410)��-��(36,651,300)��Closing net book amount�� =SUM(ABOVE) �68,134,533���554,877,164��117,660,064��41,695,734��5,470,125��70,570��-��787,908,190��At  December 31, 2002�����������������   Cost             �� =SUM(ABOVE) �68,134,533���728,441,689��213,994,358��81,599,713��10,514,744��1,119,409��-��1,103,804,446��   Less  Accumulated  Depreciation                          �-��(173,564,525)��(95,283,940)��(38,560,147)��(5,044,619)��(1,048,839)��-��(313,502,070)��   Impairment of assets�-��-��(1,050,354)��(1,343,832)��-��-��-��(2,394,186)��   Net book amount                    �� =SUM(ABOVE) �68,134,533���554,877,164��117,660,064��41,695,734��5,470,125��70,570��-��787,908,190��

Land and building are mortgaged as collateral of credit facilities from financial institutions as discussed in note 14 and 17 to the financial statements.    







�

12.	LAND NOT USED IN OPERATIONS

This account represents cost of land which the Company prepared for the expansion project. And until December 31, 2002, the Company did not used such assets in its operations. The management believed that the expansion project will be operated in the future, after the recovery of the economic crisis and the Company will receive the cost of such assets in full.

13.	FIXED DEPOSITS PLEDGED AS COLLATERAL

As at December 31, 2002 and 2001, the Company and subsidiaries pledged fixed deposit amounted to Baht 12.1 million and Baht 3.9 million, respectively (Baht 3.9 million and Baht 3.8 million for the Company Only) as collateral of credit facilities from financial institutions as discussed in note 14 to the financial statements.

14.	BANK OVERDRAFT 

The Company and subsidiaries have bank overdrafts lines amounted to Baht 53.6 million  (2001 : Baht  30 million). Overdrafts  bear  interest  at  the  rates  ranging   from MOR – 2.5% to MOR  per annum (2001 : 7.75 % per annum ).These overdrafts are  guaranteed by pledged fixed deposits and mortgaged of  land and structures thereon of the Company and subsidiaries.

15.	SHORT – TERM LOANS FROM:



�    In Baht���Consolidated��The Company Only���2002                      ��2001                      ��2002                      ��2001                      �����������Related persons���������   Interest Rate (%) p.a.�5.5 – 12.0��5.75��5.5 – 5.75��5.75��   Balance, beginning of year�35,000,000��-��35,000,000��-��   Add : Increase during the year�14,600,000��35,000,000��4,000,000��35,000,000��   Less : Decrease during the year�(13,200,000)��-��(8,000,000)����   Balance, end of year�36,400,000��35,000,000��31,000,000��35,000,000�����������Other persons���������   Interest Rate (%) p.a.�5.5 – 11.0 ��5.75��5.5 – 5.75��5.75��   Balance, beginning of year�13,000,000��-��13,000,000��-��   Add : Increase during the year�11,400,000��13,000,000��5,000,000��13,000,000��   Less : Decrease during the year�(4,500,000)��-��-��-��   Balance, end of year�19,900,000��13,000,000��18,000,000��13,000,000��On June 15, 2001,September 17, 2001 and June 15, 2002, the Company obtained loans from directors, shareholders, staffs and other persons by issuing promissory notes at interest rates ranging from 5.5% to 5.75% per annum with interest payment every 3 months. The maturity date for settlement is on June 14, 2003 and 2004.  (Under the condition that : Lenders are able to call for their loans before maturity and the Company can repay its loans before maturity.)

�

16.	LIABILITIES UNDER HIRE - PURCHASE CONTRACTS - NET



�    In Baht���Consolidated��The Company Only���2002                      ��2001                      ��2002                      ��2001                      ��Liabilities under hire - purchase contracts                            �824,687��529,579��-��529,579��Less Deferred interest charges�-��(70,332)��-��(70,332)��Current portion of liabilities���������Under hire – purchase contracts �(311,352)��(459,247)��-��(459,247)��                               Net �513,335��-��-��-��The ownership of the assets under hire - purchase contracts will be tranferred to the Company and subsidiary when the last installment is paid.

17.	LONG -TERM LOANS – NET



�    In Baht���Consolidated��The Company Only���2002                      ��2001                      ��2002                      ��2001                      ��Loans denominated in Thai Baht   �474,774,719��299,438,719��365,774,719��299,438,719��Loans converted from short - term loans to long-term loans�

20,202,809��

20,202,809��

20,202,809��

20,202,809��     Total�494,977,528��319,641,528��385,977,528��319,641,528��Less Current portion�(37,896,000)��(24,000,000)��(33,996,000)��(24,000,000)��      Long-term loans-net�457,081,528��295,641,528��351,981,528��295,641,528��The Company and subsidiaries had loans from several local financial institutions consist of:-

The first loans balance of Baht 292.6 million (2001: Baht 319.6 million), payable in installments through December 2007 with interest payable monthly which bear interest at the rates ranging from MLR - 0.25 % to MLR per annum (2001 : interest rate at the rate MLR per annum) 

The second loans balance of Baht 93.3 million, payable in installments through May 2007 and with interest payable monthly which bear interest at the rate MLR per annum.

The third loans balance of Baht 109 million, payable in installments through August 2010 and with interest payable monthly which bear interest at the rates ranging from 5.75 – 6.25 % per annum

The Company mortgaged its land and structures thereon as collateral for these long-term loans as discussed in note 11 to the financial statements.







18.	SHARE CAPITAL AND PREMIUM ON SHARE CAPITAL

At the extraordinary shareholders’meeting No.1/2002 held on March 18, 2002, there are the following resolutions as follows :

To decrease the authorized capital by writing-off the unissued common shares 4,035,397 shares at Baht 10 par value, totalling Baht 40,353,970 from the initial authorized share capital Baht 400,000,000 to Baht 359,646,030, divided into 35,964,603 common shares at Baht 10 par value. The Company registered the decrease in share capital with the Ministry of Commerce on May 14, 2002.

To increase the additional authorized capital of Baht 339,764,020 by issuing 33,976,402 new common shares at Baht 10 par value. The Company registered the increase in share capital with the Ministry of Commerce on May 17, 2002.

Therefore, after the decrease and increase of such authorized share capital, the Company will have the authorized share capital amount of Baht 699,410,050, divided into 69,941,005 common shares at Baht 10 par value.

To allocate the increased common shares 11,988,201 shares at Baht 10 par value by offering to the existing shareholders at the ratio of 3 old shares to 1 new share at Baht 10 per share. To allocate 11,988,201 units of warrants to the existing shareholders to exercise for the new increased share capital at the ratio of 1 increased common share to 1 warrant at the exercising price of Baht 12 per share. The maturity of warrants are 7 years up to issuance warrants and fixing the right in quarterly starting  from December 31, 2002 through June 30,2009 

To purchase common shares of Phattanakarn Vechakit Co., Ltd. from the existing shareholders in proportion of 73.30% of total issued common shares. To allocate the increased common shares 9,078,025 shares  of  at Baht 10 par value for exchange with common shares of Phattanakarn Vechakit Co., Ltd. from the existing shareholders at the ratio of 2 common shares of Phattanakarn Vechakit Co., Ltd. to 1 increased common share of the Company. The Company has an increase in premium on share capital in the consolidated balance sheet and the Company’s balance sheet totalling Baht 72,351,859  during the year 2002. 

To list the total increased common shares 33,976,402 shares and warrants 11,988,201 units of the Company in the Stock Exchange of Thailand.

19.	 LEGAL RESERVE

The Company has to set up legal reserve at least 5% of annual net profit less deficits brought forward (if any) until meet 10% of authorized share capital, in compliance with the Public Company Act, B.E.2535. Such legal reserve is not allowed to pay for dividend.

�20.	MINORITY INTEREST 

�In Baht���Consolidated��Beginning balance�-��Increase during the year�59,056,986��Less Share of losses from subsidiaries for the year �(1,194,936)��Ending balance�57,862,050��21.	DIVIDENDS PAID

At the Ordinary General Shareholders’ Meeting for the year 2002 was held on April 26, 2002.  The shareholders approved to pay annual dividends at Baht 0.10 per share, totalling Baht 3.60 million from retained earnings of the year 2001 and approved to pay interim dividends from the operations from January to February, 2002 at Baht 0.10 per share, totalling Baht 3.60 million .  The Company  has already paid such dividends on May 15, 2002.

22.	EXTRAORDINARY ITEM – GAIN ON DISCOUNTED DEBTS

On June 26 , 2002, a subsidiary entered into repayment memorandum with a foreign financial institution. The carrying values of debts amounting to approximately Baht 78.9 million (U.S.Dollars  1,994,000). Under the condition of memorandum, the subsidiary has the obligation to pay amounting to approximately Baht  68.3 million (U.S.Dollars 1,953,815). Such subsidiary has already fully paid the entired amount to the foreign financial institution during the year. Therefore, the subsidiary recorded the gain on discounted debts amounting to approximately Baht 10.6 million  as an extraordinary item in consolidated statements of income.

23.	PROFIT FROM OPERATING 	

Some transactions included in calculated operating income can classified by nature as follows: 



�In Baht���Consolidated��The Company Only���2002                      ��2001                  ��2002                      ��2001                  �����������Depreciation on property and 

    Equipment (Note 11)�54,225,104��37,486,359��36,651,300��36,466,027��Staff costs          �145,289,523��106,725,331��115,782,042��105,282,125��Number of employees as at December 31,  (person)�

1,221��

788��

822��

775��24.	SEGMENTED FINANCIAL INFORMATION 

The Company and its subsidiaries are engaged in the business of medical treatment and building for rent in one geographical area, Thailand. Due to the business segment of building for rent has immaterial amount. Therefore, these financial statements do not present the financial information by segment.





25.	FINANCIAL INSTRUMENTS

As at December 31, 2002, the Company and subsidiaries have no policy to perform speculate or trade the financial instrument transaction (derivatives).  



25.1	Liquidity Risk

Liquidity risk, or funding risk ,is the risk that the Company and subsidiaries will encounter difficulty in raising funds to meet commitments associated with financial instruments. Liquidity  risk  may result from an  inability to sell a financial asset quickly at close to its fair value.

25.2	Interest rate risk

Interest rate risk arises from the potential for future changes in the prevailing level of interest rates. The Company's and Subsidiaries’ exposures to interest rate risk relates to bank overdrafts, interest rate risks do not significantly affect the Company and Subsidiaries. In addition, they can negotiate with the loan creditor for better loan settlement conditions or refinancing with any new creditors for lower interest rate, in order to mitigate any potential risks. 

25.3	Credit risk



The Company and subsidiaries are exposed to credit risk primarily with respect to trade  accounts receivable. However, due to the Company and subsidiaries’ prudent credit policy and their diversified customer base, the Company and subsidiaries do not anticipate material losses from its debt collection.

25.4	Fair value of financial instruments

Fair value is defined as the amount at which the instrument could be exchanged in a current transaction between knowledgeable willing parties in an arm's length transaction.  Fair values are obtained from quoted market prices or discounted cash flow models.

The Company and subsidiaries used the following methods and assumptions in estimating the fair values of financial instruments.  Because these financial instruments are in short-term maturity:

Cash and cash equivalents and accounts receivable; the carrying values approximate their fair values.

Accounts payable; the fair value based on the carrying value in the balance sheets.

Loans; the carrying values approximate their fair values







26.	CONTINGENT LIABILITIES

	

As at December 31,2002,



  26.1 The Company was contingently liable for guarantee loans and credit facilities of 2 associated companies, amounted to Singapore Dollars 2.8 million and U.S Dollars 0.3 million which equivalent to Thai Baht amounted to approximately Baht 80.5 million.



    26.2 The Company was contingently liable for guarantee loans and credit facilities to a subsidiary amounted to Baht 3.1 million 



	26.3 The Company and subsidiaries were contingently liable for bank  guarantees issued in favor of government agency approximately Baht  0.1 million. 

27.	 LEGAL CASE

As at December 31, 2002, the Company has legal case of claiming about land trespassing, driving out with the disputant and the latter has filed the law-suit under the same case.  Currently, such case remains pending in the court.

28.	RECLASSIFICATION OF ACCOUNTS

Certain accounts in the 2001 financial statements have been reclassified to conform with the 2002 financial statement presentation.
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