Bata

s1gv uUUS:9102548
‘ ANNUAL REPORT 2005

udEn seututoUs:InAlne 91fa (UMIBU)
A BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED



’]SUﬂ_J | Contents

Joya AYNIINsITn
1591NU528 1 HATINANG
s188aANZNTIHANS

NIRRT INARAMTA
N13ALRUWITBAIBNITHAR
5189%U5237U 2548 (AINUUU 56-2)
FIENBANSNTINNIGTATIY BY
UM nLazIe9IwE aulndl 2548
RHNELRAUTZNBUIUNITHH

AL A9T18NITNAINUGA

Financial Highlights

Message from the Chairman

Board of Directors 2005

Product Development & Merchandising
Marketing Operations

Annual Report 2005 (form 56-2)

Report of Audit Committee

2005 Financial Statement and Auditor's Report

Notes to Financial Statements

Check List

PBata.

nin | Page

o W N

12
18
19
29
41

o W

~

42
48
49
59
71

usyn seviiurRivUs:InAlng PAALAIGY) 1a:USYNY g
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY



s1¢la
Income

Alsidaenn
Gross Profit on Sales

fls (21am) )
anawindiiula

AL aNgIAT
Depreciation

nandeane
Interest

N5We " w115
Fixed Assets

fls (21611) nan
Earnings per share

Qdulnaanari
Dividend per share

B aY Y
Shareholders’ equity

D2 Y]

U LEEENVERY

TIUIBNING
No. of Employees

~—

dJoya

"ATYNIVNISIOU

Financial Highlights

The Company Only
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2001

1,296,993,409

311,442,939
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2002

1,178,865,737

287,353,169
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2003

1,308,856,398

46,801,676
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2004

873,303,031

2,332,624
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2005

938,726,108

361,028,683

2,395,356

15,055,780

11,050,929

66,564,177

0.07

244,561,684

7.50
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Since the end of 2004 Thai economy faces various
negative effects notably tsunami impacts, unrest in the
South, drought, rising interest rate including soaring oil
prices. These greatly effect consumers’ consumption.
Therefore, it challenges your company to develop an
outstanding marketing plan to access all customer groups
and stimulate consumers’ spending. To capture consumer
purchasing power under the present high cost of living, outlet
expansion, competitive price, frequency of selling discounted
price products and launching new products and services
including stores designed and differentiated to gain a
competitive advantage in differentiation are the tools.
Consumers have more choices and Company must adjust
its competition strategy to maintain its existing customer
base along with building up its new customer base.
Despite of a 7% growth in overall retailing business in 2005
or total turnover of retailing valued at 1.6 trillion baht as
reported by Bank of Thailand it is still a slowdown when
compared with growth in 2004 which recorded at 18.6%.

Your Company has increased its registered capital from
225 million baht to 326 million baht which was completed in
December 2004. Your Company used these funds for business
expansion by opening new stores with new concepts plus
store facelifts for existing stores to look more contemporary
and modernized in the same direction as the new stores.
Your Company developed new products with more varieties
to gain attention of a large base of consumers, emphasized
on VIP dealers operation, improved management of stock
to gain more efficiency. With the new investment and the
improvements resulting therefrom a growth of 7% compared
to 2004 was achieved. Cost of Goods and Selling and
Administration expense compared to 2004, grew at 7% and
9% respectively due to effect from surging of energy cost in
2005 compared to 2004 and depreciation of Thai Baht.

The Company had an interest cost below 2004 by almost 3
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million due to payback of bank loans earlier. This resulted
in an operating profit of 2.3 million Baht overall.

At the Company’s Board Meeting held on 18th April
2005, our Chairman, Mr. Roberto Longo resigned from the
Board to take up new responsibility in Bata Europe and |
replaced him. Mr. Claudio Alessi was appointed as the new
managing director in my place. Mr. Alessi has previous
experience in Bata Thailand as retail manager from
2000-2001 and has acquired wide experience in serving
Bata Shoe Organization in Indonesia as Marketing
Manager prior to rejoining Bata Thailand.

During 2005, the “POS” software programme was
installed in another 40 retail stores which enables faster
sales transactions, issuance of full tax receipt, accurate stock
in store, cash remittances and reducing store’s paper works,
making a total of 100 stores nationwide from 2004 to end of
2005. Your Company plans to complete the POS installation
programme of all retail stores within 2006.

Your Company continued to emphasize on training and
development of its personnel particularly sales and
merchandising personnel. During the year, many sales and
merchandising personnel were trained in internal/ external
and international course. Seven key personnel with
potential to grow were employed during the year.

Apart from business activities, in 2005 your Company
has also joined community activities as becoming a
principal sponsor of the Thailand Olympic Committee in
providing Sports Shoes to all players of the Thai National
Team for competing in the Asean Indoor Games, SEA
Games and Olympic Games. We continued to be main
supporter of the 22nd Volleyball Tournament Competition
of Princess Mahachakri Sirinthorn’s Cup and supporter of
World Vision Foundation in providing and distributing school
shoes at special prices for donation to needy students

nationwide.



1S9INUS=8UNSSUNIS
Message from the Chairman

Continued

1ud 2548 ANZNIINAITUSEHNY Usznaumie
v v .o
o welswasla aseln (Tw ATui 18 WwwIen 2548)
*  YIEAALUBSIA 18BN
* wEe1sy WABN5EE (AILATWA 18 LNwIBw 2548)
o ynelsein Usehidzy w
o ygluiAa LNTUFN 108178 AALAANY
*  YIEWIARNR  IINEIUNN

* WBAANIAIA ala 4 (AILATW 18 LNWIBW 2548)

ANZAUIAUEN 20 luwrki“auSAnm wSapIuSHNY
N3558N13 1 14 3 20951IBNTINATTHHINNEILARIATNIGE
Tunsuszgn aggusednd laun

*  YIHAALUBSIA LBBI3N

Ik

*  WIEWIAANG  NEIULN

ASIHAITNG aﬂmuﬁrﬂm NURASUAIMLAZIAZaLZNSUNTS

a & ' a &
LaaﬂmﬂLﬂ%ﬂiiNﬂqimﬂaﬂ:]']ﬁz'ﬁ%ﬂ

AIZNSTNNNTI0L %alW USWN 9inaTw 1Bu 1 uaua &
$11m Inewieauson wusnaow (luaugyis aulyBiae 3315)
o o @ o o o
waz/vise wiernde Jeyayrilu (luaygne suli® ez 3030)

o o

waz/m3e wie 12 wesdl mseiunna (luawae sulnd

@

o o

\a97l 4498) 1suMsuasmInTUsgalng Taduy eulnd

]

Useand 2549

Fmianzadielant fu mmwwaw’lmmn‘lw%ma
W89 ENY UfoRnuIRee1iaAE 1190
‘EIE]?JE]‘UFlm@:FT’W!f’I‘Yi’]W?ﬂ“r;ﬂ’J’IN‘é’JNﬁE]LLa:ﬂ’li W u;mywﬁ
?JmlaungﬂﬁmﬂﬁmmﬁmwNLﬁaﬁ%aéwaﬁiaLﬁaﬂﬁ'fwﬁyﬂ
WATUINI5289UTENY maammaﬂauqm;jﬁaﬁunﬂv{mﬁ'

s wu wuuseny anlpensen

o oy ._‘__-"
{%ﬁ{fﬁ e
(wiedauasia 10a53ln)

U526MN3INNT

During 2005, the Board of Directors was composed of
the following members:

® Mr. Roberto Longo (up to 18th April 2005)

® Mr. Alberto Errico

® Mr. Aree Wongsearaya (from 18th April 2005)

® Mr. Prakit Pradipasen

® Mr. Michael Graham Voisey Middleton

® Mr. Pongsak Sawatyanon

® Mr. Claudio Alessi (from 18th April 2005)

In accordance with Article 20 of the Articles of Association
of the Company, one third of the Board will retire at the Annual

General Meeting, namely;

® Mr. Alberto Errico

® Mr. Pongsak Sawatyanon
Both being eligible, offer themselves for re-election,

Your Board recommended Messrs. Ernst & Young
Office Limited, represented by Mr. Narong Puntawong
(Auditor License No. 3315) and/or Mr. Supachai
Phanyawattano (Auditor License No. 3930) and/or Miss.
Supannee Triyanantakul (Auditor No. 4498) for appointment
as auditors of the Company for 2006 at the Annual General

Meeting.

| would like to take this opportunity to express my
sincere thanks to our employees for their contribution at full
effort, our business partners for their co-operation and
support, our customers for their confidence in our products
and services and to the shareholders for their continued

support.

f_d___- . oy ._‘__-" B
S
(Alberto Errico)

Chairman




s1eBoAnUENSSUMSU 2548
Board of Directorgoos

. welswasla assln
¢ U5281%N33NN1S
" qﬂ‘;"%ﬁ 18 LNWEW 2548)
. wedawasla wassln
* NFINNTTHIANS
(guqﬂi’uﬁ 18 LN 2548)

¢ U3281%N99NNT
(AILAIWN 18 LNWIEW 2548)
. W1YD13Y AR5
¢ 599U525IWNTINATS UWaZ NTINATIASIT DU
(A9UATUN 18 LW 2548)
. wgUsein Usehdst u
*NSINNTS UaT UsEIBNIINAITASIA au
. wiglatAa tnsuas 2089e AalRany
* NS5HANS
. WIIWIAANR 21N IUUN
¢ NS5HANT UAZ NFINATTATIV DU
wiwAaGila awa o
*N3INATHIANTT
(AILATUN 18 LNWIE 2548)

Mr. Roberto Longo
e Chairman
(upto 18™ April 2005)
Dr. Alberto Errico
* Managing Director
(upto 18" April 2005)

e Chairman
(from 18" April 2005)

Mr. Aree Wongsearaya

e Vice Chairman and Audit Committee Member
(from 18™ April 2005)

Mr. Prakit Pradipasen

e Director and Chairman of Audit Committee

Mr. Michael Graham Voisey Middleton

e Director

Mr. Pongsak Sawatyanon

e Director and Audit Committee Member

. Mr. Claudio Alessi

* Managing Director
(from 18" April 2005)
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The Board of Directors reports result of the
Company’s operations as follows:

o 1AW £ W
HARBNNT 8 TN 1 NASIAN (58,662,812) UM
o mls qw%ﬂs:aﬁﬂ 2548 2,395,356 UM

o AW ¢ W (56,267,456) UIN
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« Deficit as at January 1, Baht (58,662,812)

« Net Profit for the year 2005 Baht 2,395,356

« Deficit carried forward Baht (56,267,456)

The Board of Directors is proposing that there is no dividend

payment for 2005.
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The Company continued its effort
to provide consumers with upgraded
shoeline. Each of our specialist brands

has been supported by an up-to-date

ﬂgr‘"k shoeline aimed at satisfying our
o segmented customers.
luzlasan 914 2097 2548 U3ENY Tl wasesmane More sophisticated shoeline with higher price point for

a da o a X & v Yo o .
UBTHAUINNANNUIZUALASHIIAN 921 gslasunsmousuain men, women were introduced towards the last quarter of
gu%fnﬂLﬁuaaﬂaﬁ soomungundanelapzasranenisen the year with successful result i.e. women'’s fashion shoes
“ Marie Claire ” wazsa9in1g18n18laLASa9MNILNIIAT “ Marie Claire ” and men’s shoes “ Bata ".

“ Bata ”
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”

N19A1 “ Bubblegummers

For our young customers, we continued to introduce
new articles with attractive styles and designs under the

“ Bubblegummers " brand.

00T “ Power ” 3
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New development and
new styles for “ Power ”
branded sport footwear
continued to be developed for
the different sport activities
such as volleyball, jogging and
aerobic under the guidance of
the Regional Brand Manager

based in Malaysia.

At the same time, value
added standard articles for all

categories such as women’s

Man miuseanmnUsEnm e seanuasvde “ Comfit 7 sandal“ Comfit” and school shoes both canvas and PVC,
wazsann1unSen neunluwaznid laen1swmwiuaz  were being constantly developed and rolled out.
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Family Concept o

Large Format Concept e

Despite being a year of recovery following the Tsunami
and bird flu crisis as well as the on-going unrest in the three
southern-most provinces, 2005 has been a year of
continued progress in all areas of our activity as our
marketing strategies increasingly translated into better

products, better stores and better service to the customers.

As the retail scene particularly in Bangkok becomes
more and more sophisticated, we have introduced and
promoted our own specialist products in order to better

serve a more discerning customers.

During the second half of the year, the Company has
seen the introduction of a more sophisticated shoeline
catered to specific segments of the market and represents

excellent potential for future growth.

Flagship Concept o

The movement towards store refitting and new store
opening both in Bangkok and many upcountry cities has
been accelerated. During the year, the Company rolled
out over 20 stores both refitted and new stores in
international concepts i.e. Flagship Concept , Large
Format Concept and traditional Family Concept

At the same time, 10 non-performing stores were closed.
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VIP Concept Store o

VIP dealers programme, launched in October 2004,
continued to be one of our marketing strategies which
contributed to the targeted growth of Dealer Department.
During 2005, another 26 VIP dealers were added to the
13 opened during 2004.

Eight separate Dealer Meetings and Road Shows were
organized during the year which proved successful.
Dealers were informed of the Company’s marketing
strategies for the Back to School campaign and they can
place advanced orders for school shoes, school socks,
bags and shoe accessories as well as non-school shoes

during these meetings.
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The Company continued its partnership with
hypermarkets by opening up corners inside selected
stores and in some cases, selling our products on their

normal shelves.

Promotions and sponsorship programmes had again
played their part during 2005. Full advertising and
promotional campaign for Back to School was launched in
all medias as well as through POP materials in retail stores,
dealers stores and in hypermarkets where we have our

products on sale.

The company also committed year-round advertisements
with various media i.e. TV, leading newspapers and
magazines to promote Company’s products marketing
under the brand names of Bata, Power, Comfit, Marie

Claire and Bubblegummers etc.
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e The Company continued to be
TTEE ST W
iFFLamL LR ETiE one of the main supporters in
mirde s e e e Sy .
footwear to the Thai athletes of the
Thailand Olympic Committee.

President of the Thailand Olympic

Committee, Gen. Yuthasak and Mr. Aree
Wongsearaya, the Company’s Vice
Chairman at the sponsorship signing

ceremony.

The Company continued to
support other community activities
such as organizing the 22" Power
Volleyball Tournament with the
Volleyball Association of Thailand
as well as participated in several
marathons organized by the government bodies and

other institutions.
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General Information
Annual Report 2005 (Form 56-2)

Registered Office _ _ _ _ _ _ . Bata Shoe of Thailand Public Company Limited,

21° floor, Nation Tower, 46/95-96 Moo 10,
Bangna-Trad Road, Bangna, Bangkok 10260
Tel: 02-312 0341-2 Fax: 02-312 0336-7

Registrar _ _ _ _ _ _ _ _ _ _. Thailand Securities Depository Co. Ltd.,

Capital Market Academy Building,

2/7 Moo 4 (North Park Project) Vibhavadi-Rangsit Road,
Tung Song Hong, Laksi, Bangkok 10210

Tel: 02-596 9000 Fax: 02-832 4994-6

Auditors_ _ _ _ _ _ _ _ _ _ _ . Deloitte Touche Tohmatsu Jaiyos,
25Ih floor, Rajanakarn Building,

183 South Sathorn Road, Yannawa,
Sathorn, Bangkok 10120

Tel: 02-676 5700 Fax: 02-676 5757

Salicitors _ _ _ _ _ _ _ _ _ _. Debsriharis Law Office,
Mansion 5, 34 Rajdamnern Avenue, Bangkok 10200
Tel: 02-222 8196-7 Fax: 02-225 1248

Siam Niti Law Office Co. Ltd.,

12th floor, Tower 1 West, SCB Park Plaza,

18 Ratchadapisek Road, Ladyao, Jatujak, Bangkok 10900
Tel: 02-937 5000 Fax: 02-937 5001

Kumnuan Chalopatham Law Office,
61 Buranasas Road, Bangkok 10200
Tel: 02-222 1906, 02-233 6408 Fax: 02-224 1699

Bankers_ _ _ _ _ _ _ _ __ _ Siam Commercial Bank PCL.,
9 Ratchadapisek Road, Ladyao, Jatujak, Bangkok 10900
Tel: 02-544 3480-2 Fax: 02-937 7832

Bangkok Bank PCL.,
333 Silom Road, Bangkok 10500
Tel: 02-231 4333 Fax: 02-626 4124

Standard Chartered Nakornthon Bank PCL.,
90 North Sathorn Road, Bangkok 10500
Tel: 02-724 4000 Fax: 02-724 4444
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From Financial Statements Unit; Baht 2005 2004
TotalAssets _ _ _ _ _ _ _ _ _ _ _ ____________/] 626,391,156 677,609,901
Total Liabilites _ _ _ _ _ _ _ _ _ _ _ _ _ ________] 381,833,472 435,443,573

_____________________________ 244,561,684 242,166,328
NetSales . _ _ _ _ _ _ _ __ _ _____________/] 916,990,343 858,931,384
Jotal Revenues _ _ _ _ _ _ _ _ _ _ _ __________/ 038,726,108 873,303,031
Profit before Income Tax _ _ _ _ _ _ _ _ _ _ _ ___ ___ | 2,395,356 2,332,624
Financial Ratios Unit: Baht 2005 2004
0.26 0.27
0.98 0.96
0.38 0.34




Characteristic of Product and Service
Annual Report 2005 (Form 56-2)

1. Business Overview : Shoe business has the same seasonal character as other consumer products. Its turnover
will be lowest in the 3 quarter of the year when it is a rainy season and agricultural products not yet going to

the market. Most people in provinces are farmers who have low purchasing power during that period and it results in
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low sales comparing to other quarters.

2. Income Structure and Scope of Business ) 2005 2004
Unit: Baht

NetSales _ _ _ _ _ _ _ _ o o o o o ______ 916,990,343 858,931,384

OtherIncome _ _ _ _ _ _ _ o o o o o e 21,735,765 14,371,647

Total Revenues _ _ _ _ _ _ _ _ _ _ o o o o o o e~ 938,726,108 873,303,031

Domestic Sales
* Domestic Sales: Shoes_ _ _ _ _ _ _ _ _ _ __ _ _ ______ 836,577,668 787,087,816
» Domestic Sales: Socks Accessories and Others_ _ _ _ _ _ _ _ 48,590,095 42,459,148
_ Total Domestic Sales _ _ _ _ _ _ _ _ _ _ __ _ __ _____ 885,167,763 829,546,964
Export Sales

« Export Sales: Shoes_ _ _ _ _ _ _ _ _ _ _ _ _ _ _______ 31,822,580 29,371,471
« Export Accessories and Others _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ | = 12,949
_ Total Export Sales_ _ _ _ _ _ _ _ _ _ _ _ _________ 31,822,580 29,384,420
_NetSales_ _ _ _ _ _ _ _ _ _ _ _ _____________/| 916,990,343 858,931,384
Gainon sale of fixedassets _ _ _ _ _ _ _ _ _ _ _ _______ - 1,514,598
Duty Drawback on Export _ _ _ _ _ _ _ _ _ _ _ _ _ ______| = -
Gainonexchangerate_ _ _ _ _ _ _ _ _ _ __________| - -
Rentreceived _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ ________/| 6,665,793 6,366,787
Advertising Income_ _ _ _ _ _ _ _ _ _ _ _ __ ________/ 4,452,377 3,989,000
Others _ _ _ _ _ _ _ _ o ___________4 10,617,595 2,501,262
Total Other Income_ _ _ _ _ _ _ _ _ _ _ ___ ________/] 21,735,765 14,371,647




Risk Factors
Annual Report 2005 (Form 56-2)

1. Credit risk Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in a
financial loss to the Company and subsidiary. Concentrations of the credit risk with respect to trade receivables are limited
due to the large number of customers comprising the customer base, and their dispersion across different geographic
regions.

In case of recognized financial assets, the carrying amount of the assets recorded in the balance sheet, net of a portion
of allowance for doubtful debts, represents the Company’s maximum exposure to credit risk.

2. Foreign exchange risk  Foreign exchange risk arises from the change in foreign currency exchange rates to have
an adverse effect on the Company and subsidiary in the current reporting period and in future years. The Company and
subsidiary do not expect to incur material effects of foreign currency exchange rate on its financial position and results of
the operations since the Company and subsidiary have no significant assets and liabilities in foreign currencies.

3. Interest rate risk Interest rate risk in the balance sheet arises from the potential for a change in interest rates to
have an adverse effect to the Company in the current reporting period and in future years. The Company may incur loss
from interest rate change as all of the Company’s loans carry variable rates of interest and has not been hedged.

Information regarding interest rates and term of payments of long-term loans is disclosed in Notes 10 and 11.

Shareholding and Management Structure

1. Shareholders - shareholders holding more than 10% or first 10 shareholders as at 31 st December 2005.
No. of Shares % of Total Shares
1. Bafin (Netherland)Bv. | 27,948,259 85.70
2. Thailand Security Depository Co., Ltd. | 2,532,550 7.77
3. Bangkok InsurancePCL. | 355,500 1.09
4. Mrs. Thassanee Sawatyanon | 350,000 1.07
5. Mr. Pongsak Sawatyanon | 200,000 0.61
6. Miss Nongnuch Sawatyanon | 200,000 0.61
7. Mrs. Suree Sawatyanon | 200,000 0.61
8. Mr.Boonyong Sawatyanon | 200,000 0.61
9. Mr. Preecha Sawatyanon | 200,000 0.61
10. Miss. Vacharee Sawatyanon | 50,000 0.15
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Shareholding and Management Structure

2. Management Structure

Annual Report 2005 (Form 56-2)

Comprises a 6-member board of directors and a 3-member audit committee. Members

of the board of directors and of the audit committee have been strictly adhering to the SET code of best practice for

directors and best practice guidelines for audit committee. From 1% January to 18 b April 2005, the Company’s board of

directors and audit committee comprised 5 and 2 members respectively due to a resignation of a board member.

on18" April 2005, the Board of Directors had appointed a replacement board member for the Board of Directors

and Audit Committee thus the Board of Directors and Audit Committee till end of 2005 comprised 6 and 3 members

respectively.

Mr. Roberto Longo

Previous positions

Mr. Alberto Errico

Previous positions

Mr. Prakit Pradipasen

Previous positions

Directors’ Information 2005

Chairman (upto 18 “ April 2005)

Managing Director (upto 18 " April 2005)

Chairman (from 18 “ April 2005)

Director & Chalrman of Auadit Committee

* Director & Senior Executive Vice President,



Shareholding and Management Structure
Annual Report 2005 (Form 56-2)

Mr. Michael Graham Voisey Middleton Director

Previous positions » Deputy Managing Director & Finance Director, Bata India Ltd.
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Director and Member of Audit Committee

Previous positions * Export Manager, Siam Brothers Corp. Ltd.

Mr. Claudio Alessi Managing Director

Previous positions * Retail Manager, Bata Shoe of Thailand PCL.

Management Remuneration

1. Remuneration
e The amount distributed to the board of directors in
2005 in the form of directors’ fee was Baht 660,000

as per following details:

Mr. Roberto Longo 125,000 Baht
Mr. Alberto Errico 175,000 Baht
Mr. Aree_Wongsearaya 120,000 Baht
Mr. Prakit Pradipasen 120,000 Baht
Mr. Pongsak Sawatyanon 120,000 Baht

Mr. Michael Graham Voisey Middleton -

Mr. Claudio Alessi -

® In 2005, the amount paid to the top 9 executives was

Baht 17,052,864

2. Other remuneration to the Executives.

* None.

Related Party Transactions

(Please see on Page 68, Note 16)

Bata

a7
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Report of Audit Committee

The Company’s Board of Directors appointed an audit committee consisting of 3 independent directors

who are neither the Company'’s executives nor employees as follows:

1. Mr. Prakit Pradipasen Chairman
2. Mr. Aree Wongsearaya Member (since 18 B April 2005)
3. Mr. Pongsak Sawatyanond Member

The audit committee has the duty and responsibility as specified by the Audit Committee’s Best Practice

Guidelines and reports to the Board of Directors.

During 2005, two audit committee meetings were held to review and consider the following:

1. Consider plan for improvement of Stock Management to and from Central Warehouse and Retail
Outlets.

2. Acknowledge progress of the implementation and utilization of POSS system at Retail Outlets.
The installation and implementation was completed at 100 outlets with plan to install another
120 outlets in 2006.

3. Consider related transactions with affiliated company and propose to get report to be audited regularly
by the audit committee.

4. Review annual audited financial statement - considered in compliance with accounting standards.

5. Consider and nominate external auditors and negotiate their remuneration for year 2006

for shareholders approval at the forthcoming Annual General Meeting.

DAL

(Prakit Pradipasen)

Chairman of Audit Committee



Report of the Independent Certified Public Accountants

TO THE SHAREHOLDERS AND BOARD OF DIRECTORS
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED

We have audited the consolidated balance sheets of Bata Shoe of Thailand Public Company Limited and its subsidiary
and the balance sheets of Bata Shoe of Thailand Public Company Limited as at December 31, 2005 and 2004, and
the related consolidated and the Company’s statements of income, changes in shareholders’ equity and cash flows for
the years then ended. These financial statements are the responsibility of the Company’s management as to their
correctness and completeness of the presentation. Our responsibility is to express an opinion on these financial

statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance as to whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide

a reasonable basis for our opinion.

In our opinion, the aforementioned consolidated and the Company'’s financial statements present fairly, in all material
respects, the financial position of Bata Shoe of Thailand Public Company Limited and its subsidiary and of Bata Shoe
of Thailand Public Company Limited as at December 31, 2005 and 2004, and the results of operations and its cash flows

for the years then ended in conformity with generally accepted accounting principles.

Gis (

Chongchitt Leekbhai
Certified Public Accountant (Thailand)
BANGKOK Registration No. 2649

February 16, 2006 DELOITTE TOUCHE TOHMATSU JAIYOS
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BALANCE SHEETS
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY
AS AT DECEMBER 31, 2005 AND 2004

Unit: Baht
ASSETS CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
CURRENT ASSETS
Cash and cash equivalents (Note 4.2) 10,008,541 80,325,519 8,028,767 78,751,641
Trade accounts and notes receivable (Note 5)
Related parties (Note 16.3) 11,025,914 6,776,453 30,853,580 38,969,554
Others 84,753,515 77,922,947 84,753,515 77,631,496
Trade accounts and notes receivable 95,779,429 84,699,400 115,607,095 116,601,050
Less Allowance for doubtful accounts (15,733,060) (16,957,946)  (15,733,060) (16,957,946)

Trade accounts and notes receivables - net 80,046,369 67,741,454 99,874,035 99,643,104

Short-term loan and advance to related

parties (Note 16.3) 419,904 1,130,377 848,225 1,491,716
Inventories (Note 6) 352,509,414 355,010,675 295,264,012 290,260,961
Other current assets 19,411,588 16,761,178 17,487,583 15,494,044

Total Current Assets 462,395,816 520,969,203 421,502,622 485,641,466

NON-CURRENT ASSETS

Property, plant and equipment - net (Note 7) 82,962,619 66,667,594 66,564,177 50,946,040

Long-term prepaid lease (Note 8) 143,680,677 155,368,094 117,712,993 124,305,033
Other Non-Current assets (Note 9) 29,573,695 23,114,216 20,615,364 16,717,362
Total Non-Current assets 256,216,991 245,149,904 204,892,534 191,968,435

TOTAL ASSETS 718,612,807 766,119,107 626,395,156 677,609,901

Notes to the financial statements form an integral part of these statements



BALANCE SHEET S(continued)
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY
AS AT DECEMBER 31, 2005 AND 2004

Unit: Baht
LIABILITIES AND SHAREHOLDERS’ EQUITY CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
CURRENT LIABILITIES
Bank overdrafts and short-term loans from
financial institutions (Note 10) 106,932,694 160,814,742 106,824,268 151,632,311
Trade accounts and notes payable (Note 16.3) 158,796,480 93,849,611 158,797,996 93,849,611
Current portion of long-term loans (Note 11) 42,250,000 46,250,000 42,250,000 46,250,000
Current portion of finance lease payable 414,632 - 414,632 -
Short-term loan and advance from
related parties (Note 16.3) 277,166 10,897,412 277,166 20,497,460
Other current liabilities
Accrued bonus 6,630,570 6,073,141 5,968,740 5,378,341
Others 25,369,397 37,042,014 20,733,246 31,363,270
Total Current Liabilities 340,670,939 354,926,920 335,266,048 348,970,993
NON-CURRENT LIABILITIES
Long-term loans (Note 11) 41,375,000 83,625,000 41,375,000 83,625,000
Finance lease payable 901,206 - 901,206 -
Other Non-Current Liabilities 4,968,043 3,203,748 4,291,218 2,847,580
Total Non-Current Liabilities 47,244,249 86,828,748 46,567,424 86,472,580
TOTAL LIABILITIES 387,915,188 441,755,668 381,833,472 435,443,573

Notes to the financial statements form an integral part of these statements
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BALANCE SHEET S(continued)
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY
AS AT DECEMBER 31, 2005 AND 2004

Unit: Baht
LIABILITES AND SHAREHOLDERS’ EQUITY CONSOLIDATED THE COMPANY ONLY
(CONTINUED) 2005 2004 2005 2004
SHAREHOLDERS’ EQUITY
SHARE CAPITAL (Note 12)
Authorized share capital
33,750,000 ordinary shares of
Baht 10.00 each 337,500,000 337,500,000 337,500,000 337,500,000
Issued and paid-up share capital
32,610,552 ordinary shares of
Baht 10.00 each, fully-paid 326,105,520 326,105,520 326,105,520 326,105,520

PREMIUM (DISCOUNT) ON COMMON STOCKS
RETAINED EARNINGS (DEFICIT)

Unappropriated (Deficit)

(25,276,380)

(56,267,456)

(25,276,380)

(58,662,812)

(25,276,380)

(56,267,456)

(25,276,380)

(58,662,812)

Total Company Shareholders’ Equity 244,561,684 242,166,328 244,561,684 242,166,328
MINORITY INTEREST 86,135,935 82,197,111 = -
Total Shareholders’ Equity 330,697,619 324,363,439 244,561,684 242,166,328
TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY 718,612,807 766,119,107 626,395,156 677,609,901

Notes to the financial statements form an integral part of these statements



STATEMENTS OF INCOME

BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY

FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
REVENUES
Net sales (Note 16.1) 998,958,671 932,173,076 916,990,343 858,931,384
Other income
Rent received 9,212,168 8,743,987 6,665,793 6,366,787
Gain on sale of fixed assets = 5,254,594 = 1,514,598
Compensation on advertising (Note 16.1) = - 4,452,377 3,989,000
Others 16,502,409 12,324,698 10,617,595 2,501,262
Total Revenues 1,024,673,248 958,496,355 938,726,108 873,303,031
EXPENSES
Cost of sales (Note 16.2) 563,465,973 520,623,249 555,061,660 517,746,812
Selling and administrative expenses (Note 16.2) 439,077,550 409,995,868 368,658,163 338,656,830
Directors’ remuneration (Note 16.4) 780,000 660,000 660,000 660,000
Total Expenses 1,003,323,523 931,279,117 925,279,823 857,063,642
PROFIT BEFORE INTEREST EXPENSES
AND INCOME TAX 21,349,725 27,217,238 18,446,285 16,239,389
INCOME TAX EXPENSES OF SUBSIDIARY 1,616,409 2,784,577 = -
INTEREST EXPENSES 11,399,136 14,743,073 11,050,929 13,906,765
PROFIT AFTER INTEREST EXPENSES
AND INCOME TAX 8,334,180 9,689,588 2,395,356 2,332,624
NET PROFIT OF MINORITY INTEREST 5,938,824 7,356,964 = -
NET PROFIT 2,395,356 2,332,624 2,395,356 2,332,624
BASIC EARNINGS PER SHARE BAHT 0.07 0.10 0.07 0.10
WEIGHTED AVERAGE NUMBER
OF ORDINARY SHARES SHARES 32,610,552 23,326,411 32,610,552 23,326,411

Notes to the financial statements form an integral part of these statements
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STATEMENTS OF CASH FLOWS
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

Short-term loan and advance from related parties (10,620,246)

(17,251,955) (20,220,294)

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES
Net profit 2,395,356 2,332,624 2,395,356 2,332,624
Items to reconcile net profit to cash
used in operating activities :
Bad debts and doubtful accounts (reversal) (1,224,886) (6,378,054) (1,224,886)  (6,378,054)
Diminution in value of finished
goods and raw material (reversal) - (1,376,000) - (1,376,000)
(Gain) loss on disposal of fixed assets 502,285 (5,254,594) 491,356 (1,514,598)
(Gain) on disposal of long-term lease (218,319) - (218,319) -
Depreciation and amortization 17,513,078 18,052,202 15,055,780 16,070,286
Amortization of long-term prepaid lease 15,319,736 16,676,055 10,224,359 11,050,467
Reversal for amortization of long-term lease (4,939,000) - (4,939,000) -
Minority interest in subsidiary’s net profit 5,938,824 7,356,964 - -
Profit from operations before changes
in operating assets and liabilities 35,287,074 31,409,197 21,784,646 20,184,725
Operating assets (increase) decrease
Trade accounts and notes receivable (11,080,030) 19,301,511 993,955 12,915,348
Short-term loan and advance to related parties 710,473 4,745,394 643,491 5,465,611
Inventories 2,501,262 13,718,080  (5,003,051) 10,840,226
Other current assets (2,650,410) (2,879,925) (1,993,539)  (8,199,740)
Other non-current assets (6,459,480) (5,682,741) (3,898,001)  (4,053,512)
Operating liabilities increase (decrease)
Accounts and notes payable 56,260,968  (15,718,600) 56,262,483  (15,718,600)

(7,651,906)

Other current liabilities (13,008,928) (21,603,291) (9,933,365) (20,890,389)
Other non-current liabilities 1,764,295 (1,241,339) 1,443,638 (1,444,421)
Net cash provided by (used in)

operating activities 52,704,978 4,796,331 40,079,963 (3,552,658)

Notes to the financial statements form an integral part of these statements



STATEMENTS OF CASH FLOW Scontinued)
BATA SHOE OF THAILAND PUBLIC COMPANY LIMITED AND SUBSIDIARY
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of property, plant and
equipment 92,514 6,082,545 92,514 1,882,545

Purchase of property, plant and equipment

Proceeds from sale of long-term lease

(24,401,162)

1,525,000

(24,756,181)

(21,256,048)

1,525,000

(23,032,344)

Net cash used in investing activities

(22,783,648)

(18,673,636)

(19,638,534)

(21,149,799)

CASH FLOWS FROM FINANCING ACTIVITIES

Increase (decrease) in bank overdrafts and loans

from financial institutions

Payments of long-term loans

(53,882,048)

(46,250,000)

35,456,644

(50,250,000)

(44,808,043)

(46,250,000)

45,149,087

(50,250,000)

Payment of finance lease agreements (106,260) - (106,260) -
Increasing in share capital = 75,829,140 = 75,829,140
Dividends paid - subsidiary - (600,000) - -
Net cash provided by (used in)
financing activities (100,238,308) 60,435,784 (91,164,303) 70,728,227
Net increase (decrease) in cash
and cash equivalents (70,316,978) 46,558,479 (70,722,874) 46,025,770
Cash and cash equivalents as at January 1, 80,325,519 33,767,040 78,751,641 32,725,871
Cash and cash equivalents as at December 31, 10,008,541 80,325,519 8,028,767 78,751,641

Notes to the financial statements form an integral part of these statements
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Disclosure on Auditors’ Remuneration

Auditors’ Remuneration
1. Audit Fee
During 2005, Bata Shoe of Thailand Public Company Limited and Fortis Company

Limited (subsidiary company) paid a total audit fee of 1,524,740 Baht

to Messrs. Deloitte Touche Tohmatsu Jaiyos Company Limited.

2. Non Audit Fee

None



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

N (N
[ 1. OPERATIONS OF THE COMPANY AND ITS SUBSIDIARY ]

Bata Shoe of Thailand Public Company Limited and its subsidiary are companies registered in Thailand.
The major shareholder of the Company is Bafin (Netherland) B.V. The Company’s main business is to manufacture and
distribute shoe products to both domestic and worldwide customers using various trademarks namely, “Bata, Power,
Bubblegummers’ etc. which are licensed to the Company by Bata Limited Canada through a License and Service
Agreement. The subsidiary’s business is to distribute shoe products to domestic customers. Locations and number of

employees of the Company and the subsidiary as at December 31, 2005 and 2004 are as follows :

] Number of Employees
Name Location EEEE D

Bata Shoe of Thailand 21st floor, Nation Tower, 46/95-96 Moo 10, 748 724
Public Company Limited Bangna-Trad Road, Kwaeng Bangna,
Khet Bangna, Bangkok

Subsidiary
Fortis Company Limited 21st floor, Nation Tower, 46/95-96 Moo 10, 130 127

Bangna-Trad Road, Kwaeng Bangna,
Khet Bangna, Bangkok

For the year ended December 31, 2005, the staff costs of the Company and the subsidiary presented in the consolidated
and the Company’s financial statements are approximately Baht 155 million and Baht 136 million, respectively.

For the year ended December 31, 2004, the staff costs of the Company and the subsidiary presented in the consolidated

and the Company’s financial statements are approximately Baht 147 million and Baht 130 million, respectively.

[ 2. BASIS FOR PREPARATION OF THE CONSOLIDATED AND THE COMPANY’S FINANCIAL STATEMENTS ]
2.1 The brief particulars in the consolidated and Company'’s financial statements are presented in accordance
with the Notification of the Department of Commercial Registration (currently the Department of Business
Development) dated September 14, 2001 regarding “The Brief Particulars in the Financial Statements B.E.
2544, In addition, the Company’s financial statements have been prepared in accordance with the Regulation
of The Stock Exchange of Thailand (SET) dated January 22, 2001, regarding the preparation and submission
of financial statements and reports for the financial position and results of operations of the listed companies
B.E. 2544.

The Company prepares its financial statements in conformity with accounting standards and practices generally
accepted in Thailand.

2.2 The consolidated financial statements include the accounts of Bata Shoe of Thailand Public Company Limited
and its subsidiary, which is Fortis Company Limited whose shares were not held by the Company but its financial
and operating policies are controlled by the Company, after eliminating significant related transactions and
intercompany balances.
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[ 3. SIGNIFICANT ACCOUNTING POLICIES ]

3.1 Sales are recognized as revenue when title to the goods sold passes to the buyer, which is generally at the

time when goods are dispatched to the customer as ordered.

3.2 Cash and cash equivalents include cash in hand and all types of deposits at banks and at financial institutions

with original maturities of 3 months or less, excluding cash at banks used as collateral.

3.3 Allowance for doubtful accounts is based on management’s evaluation of specific accounts which are

considered uncollectible.

3.4 Inventories are valued at the lower of cost or net realisable value. Cost is determined by the first-in, first-out

method.

3.5 Land is stated at cost and property, plant and equipment are stated at cost less accumulated depreciation.

Depreciation and amortization is calculated by the straight-line method, based on the estimated useful lives

of the assets as follows:

Buildings _ _ _ _ _ _ _ _ _ _ _ _ _ _ o _ o __________4 20 years
Building improvement _ _ _ _ _ _ _ _ __ _ _ _ _ ___________/| 5 years
Leasehold improvement _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ________ the lease period
Factory furniture, machinery and equipment _ _ _ _ _ _ _ _ _ __ _ _ _ | 5 years
Office furniture and equipment _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ __ | 5 years
Vehicles _ _ _ _ _ _ _ _ _ _ _ _ _ o _________.4 5 years
Shop furniture and_renovation _ _ _ _ _ _ _ _ _ _ _ __________| 5 years

3.6 Long-term prepaid lease is amortized by the straight line method according to the lease period.

3.7 Transactions denominated in foreign currencies are translated into Baht at rates of exchange prevailing at the
transaction dates. All balances of assets and liabilities in foreign currencies at the end of the year are converted

at the reference exchange rates established by the Bank of Thailand on that date.
All foreign exchange gains or losses are recognized in the statement of income.

3.8 Basic earnings per share are calculated by dividing net income by the number of weighted average of ordinary
shares outstanding at the balance sheet date. In case of a capital increase, the number of shares are weighted

according to time of subscription received.

3.9 Preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that effect the reported amounts of revenues, expenses,
assets and liabilities and disclosure of contingent assets and liabilities. Actual results may differ from

those estimates.



[ 4. SUPPLEMENTARY DISCLOSURES OF CASH

FLOW INFORMATION ]

Unit: Baht
CONSOLIDATED | TTHE COMPANY ONLY
2005 2004 2005 2004
4.1 Cash paid for interest and income tax for
the year ended December 31, consist of
the following:
Interest expenses 10,973,024 14,721,956 10,624,817 13,885,648
Company income tax 2,508,732 2,155,276 405,814 464,764
4.2 Cash and cash equivalents as at
December 31, consist of the following:
Cash in hand 589,377 855,900 557,274 849,862
Cash at banks 9,313,434 79,366,957 7,365,763 77,799,117
Cash in transit 105,730 102,662 105,730 102,662
10,008,541 80,325,519 8,028,767 78,751,641
4.3 Non-Cash items are as follows:
4.3.1 Purchase of property, plant and equipment 33,087,064 28,885,975 29,941,950 27,055,234

Less Cash payment

(24,401,162) (24,756,181) (21,256,048) (23,032,344)

Liabilities recorded

8,685,902 4,129,794

8,685,902

4,022,890

4.3.2 For the year ended December 31, 2005, the Company and its subsidiary made finance lease

agreements for purchase of fixed assets

[ 5. TRADE ACCOUNTS RECEIVABLE |

of Baht 1,408,200.

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

Unit: Baht
Related Third Total Related Third Total
Parties Parties Parties Parties
2005 2004
CONSOLIDATED
Not yet due
(credit term 60 days) 1,103,619 30,321,762 31,425,381 1,381,931 32,165,388 33,547,319
Overdue 1-3 months 5,235,239 25,181,683 30,416,922 5,195,547 22,752,995 27,948,542
Overdue 4-6 months 3,819,058 7,791,407 11,610,465 - 4,154,544 4,154,544
Overdue over 6 months 867,998 21,458,663 22,326,661 198,975 18,850,020 19,048,995
Total 11,025,914 84,753,515 95,779,429 6,776,453 77,922,947 84,699,400
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Unit: Baht

Related Third Total Related Third Total
Parties Parties Parties Parties
2005 2004
THE COMPANY ONLY
Not yet due

(credit term 60 days) 20,929,769 30,321,762 51,251,531 4,781,312 31,947,817 36,729,129

Overdue 1-3 months 5,235,239 25,181,683 30,416,922 11,915,958 22,679,115 34,595,073

Overdue 4-6 months 3,819,058 7,791,407 11,610,465 21,142,289 4,154,544 25,296,833

Overdue over 6 months 869,514 21,458,663 22,328,177 1,129,995 18,850,020 19,980,015

Total 30,853,580 84,753,515 115,607,095 38,969,554 77,631,496 116,601,050

As at December 31, 2005 and 2004, an allowance for doubtful account of Baht 16 million and Baht 17 million,

respectively, had been recorded in both the consolidated and the Company’s financial statements.

The Company did not set up an allowance for doubtful account for accounts receivable-related parties because

the Company’s management is confident in the Company’s ability to collect such debts in full.

The policy of determining selling price between related parties was disclosed in Note 16.

6. INVENTORIES |
Unit: Baht
THE COMPANY ONLY

Inventories as at December 31, CONSOLIDATED

consist of the following:

2005 2004 2005 2004
Finished goods 329,948,202 342,306,697 272,702,800 277,556,983
Work in process 4,712,964 4,108,075 4,712,964 4,108,075
Raw materials 4,917,428 8,400,556 4,917,428 8,400,556
Goods in transit 17,430,820 4,695,347 17,430,820 4,695,347
357,009,414 359,510,675 299,764,012 294,760,961
Less Provision for loss on diminution
in value of inventories (4,500,000) (4,500,000)  (4,500,000) (4,500,000)
352,509,414 355,010,675 295,264,012 290,260,961




PROPERTY, PLANT AND ]

CONSOLIDATED

Unit: Baht

Balance as at Increase Decrease/  Transfer Balance as at
EQUIPMENT - NET December 31, disposal December 31,
Property, plant and equipment - net 2004 2005
consist of the following:
COST
Land 9,958,400 - - - 9,958,400
Buildings 19,545,488 - - - 19,545,488
Building improvement 3,660,246 9,800 - - 3,670,046
Leasehold improvement 1,019,035 - - - 1,019,035
Factory furniture, machinery
and equipment 26,576,032 70,400 - - 26,646,432
Office furniture and equipment 26,710,727 1,244,691 (6,450) - 27,948,968
Vehicles 6,280,389 164,600 - - 6,444,989
Shop furniture and renovation 124,931,024 32,913,410 (30,072,680) - 127,771,754
218,681,341 34,402,901 (30,079,130) - 223,005,112
63
ACCUMULATED DEPRECIATION
Buildings 9,481,343 977,274 - - 10,458,617
Building improvement 527,754 683,947 - - 1,211,701
Leasehold improvement 486,703 60,838 - - 547,541
Factory furniture, machinery
and equipment 21,704,596 669,975 - - 22,374,571
Office furniture and equipment 17,037,045 3,752,472 - - 20,789,517
Vehicles 6,044,893 126,020 (1,017) - 6,169,896
Shop furniture and renovation 96,731,413 11,242,552 (29,483,315) - 78,490,650
152,013,747 17,513,078 (29,484,332) - 140,042,493
Property, plant and equipment - net 66,667,594 82,962,619
Depreciation for the year
2005 Baht 17,513,078
2004 Baht 18,052,202




THE COMPANY ONLY Unit: Baht
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Balance as at Increase Decrease / Transfer Balance as at
December 31, disposal December 31,
2004 2005
COST
Buildings 17,503,888 - - - 17,503,888
Building improvement 3,660,246 9,800 - - 3,670,046
Leasehold improvement 1,019,035 - - - 1,019,035
Factory furniture, machinery
and equipment 26,576,031 70,400 - - 26,646,431
Office furniture and equipment 26,710,727 1,244,691 (6,450) - 27,948,968
Vehicles 6,280,389 164,600 - - 6,444,989
Shop furniture and renovation 105,729,863 29,768,296 (28,963,406) - 106,534,753
187,480,179 31,257,787 (28,969,856) - 189,768,110
ACCUMULATED DEPRECIATION
Buildings 8,358,463 875,195 - - 9,233,658
Building improvement 527,754 683,947 - - 1,211,701
Leasehold improvement 486,703 60,838 - - 547,541
Factory furniture, machinery
and equipment 21,704,596 669,975 - - 22,374,571
Office furniture and equipment 17,037,044 3,752,473 (1,017) - 20,788,500
Vehicles 6,044,892 126,021 - - 6,170,913
Shop furniture and renovation 82,374,687 8,887,331 (28,384,969) - 62,877,049
136,534,139 15,055,780 (28,385,986) - 123,203,933
Property, plant and equipment - net 50,946,040 66,564,177
Depreciation for the year
2005 Baht 15,055,780
2004 Baht 16,070,286




[ 8. LONG-TERM PREPAID LEASE AGREEMENT ]

The Company and its subsidiary have entered into various long-term lease agreements for buildings. According to
the agreements, the Company and its subsidiary are required to pay the lessor at the effective date of agreement a sum of
money for right to use the leased building. Such payments were recorded as long-term prepaid lease under other

non-current assets and amortized to the income statements by the straight-line method over the lease period.

The table below summarizes the movement during the year.

Unit: Baht
Balance as at Additions Disposed  Amortization Balance as at
December 31, December 31,
Period of Agreements
2004 2005
CONSOLIDATED
1979-2027 155,368,094 4,939,000 1,306,681 15,319,736 143,680,677
THE COMPANY ONLY
1979-2027 124,305,033 4,939,000 1,306,681 10,224,359 117,712,993

In addition, the Company and its subsidiary have to pay a monthly rental over the lease period.

The Company has other long-term lease agreements for its retail shops that require rental payment based on the

percentage of net sales generated in each month.

The Company uses leasehold at The Mall Nakornrachasima as collateral for loans. (see Note 11)

| 9. OTHER NON-CURRENT ASSETS |

Other non-current assets as at December 31, consist of the following:

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
Deposits as securities for rented shops 29,573,695 23,114,216 20,615,364 16,717,362

29,573,695 23,114,216 20,615,364 16,717,362
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[ 10. BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS ]

Bank overdrafts and loans from financial institutions as at December 31, consist of the following:

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
2005 2004 2005 2004
Bank overdrafts 28,626,545 71,140,047 28,518,119 61,957,616
Trust receipts 3,306,149 4,674,695 3,306,149 4,674,695
Loans from financial institutions 75,000,000 85,000,000 75,000,000 85,000,000
106,932,694 160,814,742 106,824,268 151,632,311

The Company has a credit line for bank overdrafts from domestic bank carrying interest at MOR and for short-term

loans from banks carrying interest at MLR.

As at December 31, 2005, loans from financial institutions in the consolidated and Company’s financial statements
included bills of exchange and promissory notes amounting to Baht 75 million. The term of such bills is 3 months from

issuing date, which can be rolled forward every 3 months. Interest rates ranged from 5.55% to 5.70% per annum.

As at December 31, 2004, loans from financial institutions in the consolidated and Company’s financial statements
included bills of exchange and promissory notes amounting to Baht 85 million. The term of such bills is 3 months from

issuing date, which can be rolled forward every 3 months. Interest rates ranged from 2.38% to 5.75% per annum.

[ 11. LONG-TERM LOANS ] CONSOLIDATED AND
Long-term loans as at December 31, consist of the THE COMPANY ONLY
following: Interest rate 2005 2004
% Baht Baht

Loans denominated in Thai Baht

Loans repayable monthly from

October 31, 2003 to December 31, 2005 MLR-1% - 24,000,000

Loans repayable quarterly from

July 27, 2005 to October 27, 2007 *1 6.5, MLR 75,000,000 95,000,000

Loans repayable monthly from

November 27, 2001 to October 27, 2009 *2 MLR 8,625,000 10,875,000
83,625,000 129,875,000

Less Current portion (42,250,000) (46,250,000)
41,375,000 83,625,000

*1 On December 9, 2004, the loan was rescheduled with the bank. The Company shall repay principal of Baht
20 million within December 2004 and the remaining principal shall be rescheduled to commencing repayment in July 2005
until October 2007, on a quarterly basis.

*2 The Company uses leasehold at The Mall Nakornrachasima which book values as at December 31, 2005 and
2004 were Baht 20 million and Baht 21 million, respectively, as collateral for the loans with a bank (see Note 8).



| 12. SHARE CcAPITAL |

On October 18, 2004, the Extraordinary General Meeting of Shareholders No0.2/2547 approved to transfer the
Company’s General Reserve of Baht 6.3 million, Legal Reserve of Baht 16.5 million and additional paid in capital of Baht
58.2 million to offset the Company’s accumulated deficit. In addition the meeting approved to increase the Company’s
authorized share capital from Baht 225 million to Baht 337.5 million by an issuance of new 11.25 million ordinary shares at
par value of Baht 10 to be offered to existing shareholders at the ratio of 2 existing shares for 1 new share (2: 1) at the
offering price of Baht 7.50 per share. The offering and payment period is from November 1, to November 5, 2004. The

Company registered the increase of share capital with the Department of Business Development on November 19, 2004.

Weighted average of number of ordinary shares is calculated
For the years ended December 31,

as follows:

2005 2004
Number of ordinary shares at the beginning of the year 32,610,552 22,500,000
Plus Weighted average of 10,110,552 increased ordinary shares - 826,411
Weighted average of number of ordinary shares shares 32,610,552 23,326,411

| 13. LEGAL AND GENERAL RESERVE |

13.1 Legal reserve
Under the Public Companies Limited Act, the Company is required to set aside as a legal reserve at least
5% of its net profit after accumulated deficit brought forward (if any), until the reserve is not less than 10% of

the authorized capital. Such reserve fund is not available for distribution as dividend.

13.2 General reserve

The Company appropriated annual net profit as reserve with no specific purpose.

| 14. PROVIDENT FUND |

The Company has a contributory staff provident fund for its employees who apply to join after one year’s service

which has been registered as the provident fund in accordance with the Provident Fund Act B.E. 2530 (1987).

For the years ended December 31, 2005 and 2004, the Company and subsidiary’s contributions included in selling

and administration expenses amounting to Baht 4 million each year.

[ 15. DISCLOSURE OF FINANCIAL INSTRUMENTS ]

15.1 Accounting policies

Accounting policies have been disclosed in Note 3.

15.2 Credit risk
Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in a financial
loss to the Company and subsidiary. Concentrations of the credit risk with respect to trade receivables are
limited due to the large number of customers comprising the customer base, and their dispersion across

different geographic regions.

In case of recognized financial assets, the carrying amount of the assets recorded in the balance sheet, net

of a portion of allowance for doubtful debts, represents the Company’s maximum exposure to credit risk.
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15.3 Foreign exchange risk
Foreign exchange risk arises from the change in foreign currency exchange rates to have an adverse effect
on the Company and subsidiary in the current reporting period and in future years. The Company and
subsidiary do not expect to incur material effects of foreign currency exchange rate on its financial position
and results of the operations since the Company and subsidiary have no significant assets and liabilities in
foreign currencies.

15.4 Interest rate risk
Interest rate risk in the balance sheet arises from the potential for a change in interest rates to have an
adverse effect to the Company in the current reporting period and in future years. The Company may incur
loss from interest rate change as all of the Company’s loans carry variable rates of interest and has not been
hedged.

Information regarding interest rates and term of payments of long-term loans is disclosed in Notes 10 and 11.

15.5 Fair value of financial instruments
The following methods and assumptions were used by the Company and subsidiary in estimating fair value
of financial instruments as disclosed herein:

Cash and cash equivalents, and trade accounts and notes receivable, short-term loans and advance to
related parties, other current assets and other non-current assets; the carrying values approximate their fair
values.

Bank overdrafts and short-term loans from financial institutions, trade accounts payable and notes payable,
short-term loans and advance from related parties, other current liabilities and other non-current liabilities;
the carrying amounts of these financial liabilities approximate their fair values.

Long-term loans with floating rate of interest; the carrying amounts of these financial liabilities approximate
their fair value.

[ 16. TRANSACTIONS WITH RELATED PARTIES |
The Company and subsidiary have transactions with related companies. These companies are related through

common shareholding and/or directorship. The financial statements reflect the effects of these transactions on the

basis determined by the companies concerned and are in the ordinary course of business.

The financial statements include certain transactions with related companies which were detailed as follows:

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
For the year ended For the year ended

December 31, December 31,
2005 2004 2005 2004
16.1 Revenues from Sales and Services Transactions
16.1.1 Revenue from sales
e Subsidiary
Fortis Company Limited - - 145,736,063 126,461,603

e Related Company
Bata Shoe Organization Group 22,554,746 21,143,789 22,554,746 21,143,789




Unit: Baht

CONSOLIDATED THE COMPANY ONLY
For the year ended For the year ended
December 31, December 31,
2005 2004 2005 2004
16.1.2 Revenue from service rendered
¢ Subsidiary
Fortis Company Limited - - 4,452,377 3,989,000
¢ Related Company
Bata Shoe Organization Group 4,209 13,626 4,209 13,626

The Company has a policy to determine selling prices for goods sold to Fortis Company Limited at 35%

discounted from retail prices and to Bata shoe Organization Group at market price charged to third parties.

Revenue from services rendered is charged at agreed price, as a percentage of sale.

Unit: Baht
CONSOLIDATED THE COMPANY ONLY
For the year ended For the year ended
December 31, December 31,
2005 2004 2005 2004
16.2 Purchase and Services Charges Transactions
Purchase
¢ Related Company
Bata Shoes Organization Group 70,088,879 31,322,830 70,088,879 31,322,830
Service Charges
¢ Related Company
Bata Shoes Organization Group 723,010 450,940 723,010 450,940

The Company purchased goods from Bata shoe Organization Group at market price.

The Company entered into a License and Service Agreement with Bata Limited Canada whereby the Company is
licensed to use its trademarks and know-how to manufacture. The Company also obtains technical assistance in
connection with its production equipment and manufacturing of new products. Under the term of the Agreements,
the Company is committed to pay the licensor the license and service fees at a certain percentage of net sales.

However, Bata Limited Canada has waived all service fees to the Company since 2001.

16.3 Balances of Sales, Service Rendered and Service Charges Transactions

Unit: Baht

CONSOLIDATED THE COMPANY ONLY
As at As at
December 31, December 31,
2005 2004 2005 2004
16.3.1 Trade accounts receivable
e Subsidiary
Fortis Company Limited = - 19,827,666 32,193,101

¢ Related company
Bata Shoe Organization Group 11,025,914 6,776,453 11,025,914 6,776,453
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Unit: Baht

CONSOLIDATED THE COMPANY ONLY
As at As at
December 31, December 31,
2005 2004 2005 2004
16.3.2 Short-term loan and advance
to related parties
¢ Subsidiary
Fortis Company Limited
(Receivable for service charges) = - 428,321 361,339
¢ Related company
Bata Shoe Organization Group
(Other receivable) 419,904 1,130,377 419,904 1,130,377
16.3.3 Trade accounts payable
¢ Related company
Bata Shoe Organization Group 52,177,853 12,948,738 52,177,853 12,948,738
16.3.4 Short-term loan and advance
from related parties
e Subsidiary
Fortis Company Limited (Other payable) = - = 9,600,048
¢ Related company
Bata Limited Canada
(Royalty fee payable) = 8,277,253 = 8,277,253
Bata Shoe Organization Group
(Other payable) 277,166 2,620,159 277,166 2,620,159
16.4 Directors’ remuneration 780,000 660,000 660,000 660,000

[ 17. COMMITMENTS AND CONTINGENT LIABILITIES |
17.1 The Company and subsidiary have commitments on long-term lease for buildings, office building and manu

facturing plant which have rental to be paid in the future as at December 31, as follows:

Unit: Baht

CONSOLIDATED THE COMPANY ONLY

YEAR 2005 2004 2005 2004
2005 = 16,334,349 - 11,683,788
2006 22,240,853 15,782,748 17,592,300 11,171,187
2007 15,560,403 8,390,627 12,331,226 5,198,440
2008 10,133,058 6,523,469 8,765,006 5,192,408
2009 7,134,186 6,473,069 5,766,134 5,142,008
2010 6,876,668 6,473,069 5,778,638 5,142,008
2011-2027 65,006,048 61,371,339 57,893,760 55,358,911

17.2 The Company has bank letters of guarantee of Baht 1,546,300 and Baht 1,763,000 and unused letters of
credit of USD 281,226 and USD 189,525, as at December 31, 2005 and 2004, respectively.

The subsidiary has no contingent liabilities for 2005 and 2004.

17.3 During the years 2005 and 2004, the Company has committed as a guarantor for a credit line from a domestic
bank granted to its subsidiary amounting to Baht 20 million.

[ 18. APPROVAL OF THE FINANCIAL STATEMENTS | These financial statements have been approved for issue
by the Board of Executive Directors of the Company on February 16, 2006.
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1. General Information
1.1 Company Information
1.2 Juristic persons shares of which the company holds more than 10%
1.3 Other reference persons
2. Message from chairman of the Board of Directors
3. Report from audit committee
4. Financial data of the company in brief
4.1 Data From Financial Statements
4.2 Financial Ratios
5. Nature of Business
5.1 Income structure
5.2 Changes in prior year
6. Industry situation and competition
7. Shareholders and management
7.1 Shareholders
7.2 Management
7.3 Director and management compensation
8. Parties with which the company has transactions and mutual interests
8.1 Related party transactions with parties who share mutual interests
8.2 Related party transactions occurring among the company, the subsidiaries and associated companies
in case that parties, who share mutual interests hold more than 5% of shares with voting rights in
subsidiaries or associated companies.
8.3 Reason and necessity of producing new related party transactions.
8.4 Comments on related party transactions from outside committee
or independent experts
8.5 Outside committees comments on the conformity with the
conditions indicated in information disclosure form and preliminary prospects.
9. Risk Factors
10. Other factors that may affect investment decision
10.1 Legal matters
10.2 Commitment to issue stocks in the future
11. Information about debenture or bill of exchange
(in case only that the company has issued the debenture or bill of exchange and that debenture
or bill of exchange is not redeemed yet).
12. Explanation and Analysis by management
12.1 Capital structure optimum liquidity adequacy, asset quality, profitability and operating efficiency.

12.2 Causes of changing in significant items or ratios.

12.3 Extraordinary or abnormal items that have impact significantly on Financial status and results of operations.

12.4 Causes of significant difference in operating results in the latest year versus those in the prior year.
12.5 Major changes subsequent to date specified in the latest financial statements and probable effects.
12.6 Impacts from rearrangement of shareholding structure of related companies.

12.7 Guarantees given to others, contingent liabilities investment commitment or other similar commitments.

13. Financial Statements

Page

42
None
42
3-5
48

43
43

44
2
3-5,10-12

45
6, 46-47
47

none

none

59, 66-70

none

none

none

67

none

none

none

35
none
none
none
none
none
none

50-58

71




ANNUAL
J REPORT
a2 0 0 55



