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Inspire every idea. Pacific Pipe,
steel Pipe with international standard.
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Pacific Pipe Public Company Limited enjoyed another
year of solid overall growth with an expanding customer base
in 2006. Among the key factors supporting the Company’'s
manufacturing prowess and underpinning consistent business
growth are its highly skilled human resources, abundance of
cognitive knowledge, and ready access to adequate funding.

Although the company’'s operation this year was affected
by the fluctuating oil prices, rising interest rate and the political
situation that led to the political reform in September,

The Company kept a steady course. This was largely
thanks to its well-planned and systematic marketing strategies
and its strong relations with business partners.

At the same time, the sheer scale of the Company's

manufacturing capacity means that we are poised to continue
diversifying our output in response to the ever changing and evolving demands of the market. Most

recently, our Mahachai plant at Tambol Ta Sai, Ampher Mueang, Samut Prakan, has taken steps to add
a new production line for 16" diameter metal piping capable of bearing the stress from pillars in 8-10 storey
constructions. Such new production line has been complete this year. In addition, in 2007 Pacific Pipe is

planning to soon launch new distribution centers in strategic locations, notably at Lad Lum Kaew in Pathum
Thani.
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With over two decades of experience in managing the organization with proven efficiency, the
Company remains dedicated to pursuing its business goals with the highest ethical standards and with
unflinching attention to every aspect of its activities, from process management, to environmental protection
and safety measures. This uncompromising spirit has earned the Company a leading position in the metal
piping industry and a special reputation in the marketplace for its widely lauded “Pacific Pipe” brand.
Indeed, this premium-quality product has gained widespread recognition from both local and international
customers, especially those who engage in the most large-scale and prestigious construction projects.

Our management philosophy demands that our business must grow in a stable and well-founded way
while all the time closely adhering to the internationally recognized principles of good governance. To this
end, all our business must be conducted with utmost honesty and complete attention to the details of every
process our business entails. The idea is that all this unfailingly leads our organization to consistently
excellent performance with the prospect of an ever more profitable future to come.

On this occasion, the Company's Board of Directors would like to extend its cordial thanks to every
shareholder, customer, staff-member, business partner and concerned financial institution, as well as to all
the many other private and state entities that lend us their continuous support. To show how much we
appreciate you all, what more can Pacific Pipe Public Company Limited do than assure you of our absolute

commitment to continuing to bring all our customers and shareholders maximum benefits going forward in
the coming year and for many more years to come.

Mr. Somchai Lekapojpanich

Managing Director

ANNUAL REPORT 2006

Pacific Pipe Public Company Limited
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Mr. Prayoon Lekapojpanich
Chairman
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Mr. Suchai Chaikajornwat Mr. Somchai Lekapojpanich Miss Viriya Ampornapakul
Vice Chairman Director and Managing Director Director and Financial Director

wgauingsa dasacdlisa UNEDUDA  QCUWOF ugasuns ossruIwWryana
NssuNsiia:us:s1unssuMms NSSUNMISIA:NSSUNMSASIvaou NSsSUNMISIa:NsSsuNIsQsovaou
sovaou Mr. Chamnong Vutthipong Mr. Surin Wanpensakul
Mr. Somkiat Jitvutthichod Director and Audit Committee Director and Audit Committee
Director and Chairman of Audit
Committee
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Includes holding by spouse and minor children.

Mr. Prayoon Lekapojpanich’' Chairman

Age 50 years

Share holding(%)”” 10.34

Relationship with Management
Somchai Lekapojpanich’s brother.

Highest Education

Diploma Hanchiang College, Malaysia

Training

Director Accreditation Program (DAP)

Work Experience Over Past 5 Years

1991-Present  Chairman, Pacific Pipe PLC.

lllegal Record in the Past 10 Years
None

Mr. Suchai Chaikajornwat”' Vice Chairman

Age 51 years
Share holding(%)"* None
Relationship with Management
None
Highest Education
Primary Taveethapisek School
Training

Director Accreditation Program (DAP)

Work Experience Over Past 5 Years
2004-Present  Vice Chairman Pacifi

¢ Pipe PLC.

1999-Present  Managing Director Victory Industrail Co., Ltd.

lllegal Record in the Past 10 Years
None

Mr. Somchai Lekapojpanich’' Director and managing Director

Age 47 years

Shares holding(%)"*10.91

Relationship with Management
Prayoon Lekapojpanich’'s brother.

Highest Education

Master's Degree Business Administration,

Chulalongkorn University
Training

Director Accreditation Program (DAP)

Work Experience Over Past 5 Years

2006-Present  Secretary Metal Tube And Pipe Association of Thailand
1991-Present  Director and Executive Tamose Trading Co., Ltd.
1991-Present  Director and Managing Director Pacific Pipe PLC.

lllegal Record in the Past 10 Years
None

Miss Viriya Ampornapakul’’ Director and Financial Director

Age 45 years

Share holding(%)"* 0.44

Relationship with Management
None

Highest Education

Bachelor's Degree Business Administration

Ramkhamhaeng University
Training

Director Accreditation Program (DAP)

Director Certification Program (DCP)
Work Experience Over Past 5 Years

LU%T]??NTW?NNW%JQGGHWNIWElﬂWiad‘HﬂN%u ﬂiiéﬁﬂiﬂadﬂ%%’ladﬁdaWﬁNﬂ“ﬁai’JNﬂ% LLa“Ui"“/\UWiWﬂTﬂmUT}_"M‘T

2004-Present  Director Pacific Pipe PLC.
1993-2004 Financial Director Pacific Pipe PLC.
lllegal Record in the Past 10 Years
None
ANNUAL REPORT 2006

Authorized directors which is required to have the two co-signatures and affix with the company's seal.
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Mr. Somkiat Jitvutthichod Director and Chairman of Audit Committee

Age 49 years
Shareholding(%)”” 0.1
Relationship with Management
None
Highest Education
Bachelor's Degree Business Administration (Accounting)
Ramkhamhaeng University
Bachelor's Degree Faculty of Law, Thammasat University
Training
Director Accreditation Program (DAP)
Audit Committee Director (ACD)
Director Certification Program (DCP)
Work Experience Over Past 5 Years
2004-Present  Director and Chairman of Audit
Committee Pacific Pipe PLC.
2004-Present  Vice President Compliance & Audit
Department Bank Thai PLC.
Committee Krung Thai Thanakit Finance
and Securities PLC.
lllegal Record in the Past 10 Years
None

2002-2003

Mr. Chamnong Vutthipong Director and Audit Committee

Age 68 years
Shareholding(%)"" 0.14
Relationship with Management
None
Highest Education
Bachelors Degree of Science in Technical Education Program,
King Mongkut's Institute of Technology North Bangkok
Training
Director Accreditation Program (DAP)
Finance For Non-Finance Program
Work Experience Over Past 5 Years
2004 - Present Director and Audit Committee Pacific Pipe PLC
1998 — 2000 Advisor Rajamangala Institute of
Technology, Ministry of Educaton
lllegal Record in the Past 10 Years
None

Mr. Surin Wanpensakul Director and Audit Committee

Age 42 years
Share holding(%)"" 0.25
Relationship with Management
None
Highest Education
Master's Degree Business Administration,
Chulalongkorn University
Training
Director Accreditation Program (DAP)
Work Experience Over Past 5 Years
2004-Present  Director and Audit Committee Pacific Pipe PLC.
1999-Present  Director Thai Heat Exchange PLC.
lllegal Record in the Past 10 Years
None

Mr. Nantawat Sathirachaiyawit Plant Director

Age 48 years
Shareholding(%)"” 0.50
Relationship with Management
None
Highest Education
Master's Degree, Business Administration,
Siam University
Training
None

dse Bk o 3 Work Experience Over Past 5 Years
szsumsalvinom s 3 deuwdly 1991-Present  Plant Director Pacific Pipe PLC.

2534-1191 mmmamﬂ‘mm UNQ LLﬂ‘ﬁWﬂ‘l‘W‘W lllegal Record in the Past 10 Years
‘]Ji“"mﬂ'li‘}’nNG\‘YINT‘IQ“&I'IEIEL%?’EI" 10 9emen None
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Includes holding by spouse and minor children.

Authorized directors which is required to have the two co-signatures and affix with the company's seal.

Mr. Suntorn Comphiphoj Plant Manager (Phra Pradang Plant)

Age 38 years
Shareholding(%)” 0.15
Relationship with Management
None
Highest Education
Master's Degree, Business Administration,
Thammasat University
Training
None
Work Experience Over Past 5 Years
1993-Present  Plant Manager Pacific Pipe PLC.
lllegal Record in the Past 10 Years
None

Mr. Manote Tapala Plant Manager (Mahachai Plant)

Age 37 years
Shareholding(%)” 0.23
Relationship with Management
None
Highest Education
Bechelor's Degree industrial Engineer,
Rajamangala University of Technology
Training
None
Work Experience Over Past 5 Years
1994-Present  Plant Manager Pacific Pipe PLC.
lllegal Record in the Past 10 Years
None

Mrs. Maruk Tongtub Warehouse Manager (Bangna-Trad)

Age 44 years
Share holding(%)”* 0.05
Relationship with Management
None
Highest Education
Diploma
Training
None
Work Experience Over Past 5 Years
1993-Present Warehouse Manager Pacific Pipe PLC.
lllegal Record in the Past 10 Years
None

Miss Pichaya Thanasitthipan Finance and Account Manager

Age 38 years
Shareholding(%)” 0.03
Relationship with Management
None
Highest Education
Banchelor's Degree Business Administration
(Accounting) Ramkhamhaeng University
Training
None
Work Experience Over Past 5 Years
2001-Present Finance and Account Manager Pacific Pipe PLC.
lllegal Record in the Past 10 Years
None
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eneral Information

Company name

Ticker

Type of operation

Phra pradang plant location

Mahachai plant location 1
Mahachai plant location 2

Distribution Centre location
Registered number

Telephone (Office)

Facsimile (Office)

Website

Registered Capital

Paid up Capital

Type of securities

No. of paid up common shares
Par value

Pacific Pipe Public Company Limited

PAP

Manufacturing and Selling steel pipes

298,298/2 Suksawat Rd., Amphur Prasamut Chede,
Samutprakarn

1/112 Samutsakorn Industrial Park, Moo 2, Rama |l Road,

Amphur Muang, Samutsakorn

1/97 Samutsakorn Industrial Park, Moo 2, Rama Il Road,
Amphur Muang, Samutsakorn

158 Moo 6 Bangbor, Amphur Bangbor, Samutprakarn
BorMorJor 0107547000206

0-2679-9000

0-2679-9075

www.pacificpipe.co.th

Baht 660,000,000

Baht 660,000,000

Common share

132,000,000 shares

Baht 5 per share

Investment in other companies with more than 10% shareholding

Company name
Office location

Type of operation

Registered Capital

Paid up Capital

Type of securities

No. of paid up common shares
Par value

Company name

Office location

Type of operation

Registered Capital

Paid up Capital

Type of securities

No. of paid up common shares
Par value

Reference
Registrar

Tamose Trading Company Limited (subsidiary)
1168/74 Fl.26 Lumpini Tower, Rama IV Rd. Bangkok
10120

Selling steel pipes

Baht 1,000,000

Baht 1,000,000

Common share

10,000 shares

Baht 100 per share

Meesup Transport Company Limited (subsidiary)

298/2 Suksawat Rd., Amphur Prasamut Chede, Samutprakarn

Transportation
Baht 2,000,000

Baht 2,000,000
Common share
20,000 shares

Baht 100 per share

- Thailand Securities Depository Company Limited
62 The Stock Exchange of Thailand Building, 4" " 7" Floor, Ratchada Road,

Klongtoey, Bangkok 10110

Auditor

- Ermst & Young Office Limited

33 Floor, Lake Ratchada Building. 193/136-137 Ratchada Pisek Road,

Klongteoy, Bangkok 10501
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Tnowuﬂum
he Company’s History

The Company was established in 1972 firstly under the name of “Tang Mong Seng Company
Limited”, which manufactured toy cars for small children and was run by the Lekapojpanich family. Then,
from 1981-1991 the business had expanded to produce furniture pipes and various kinds of steel pipes.
Once, the business has proved successfully, the family has then established Pacific Pipe Company
Limited (the “Company”) on September 19, 1991 as a manufacturer and distributor of steel pipes. At that
time, the Company had an initial registered capital of Baht 200 million with the production capacity of black

steel pipe of 66,000 tons per annum.

As part of its business restructuring plan, some family members have jointly set up Tang Mong Seng
Holding Co., Ltd. (“Tang Mong Seng”) in December 2003 in order to let Tang Mong Seng holds stakes in
the Company directly instead of individual holding. By the end of the year 2003, the Company has
purchased shares of Tamose Co., Ltd. (“Tamose”) and it's held 99.94% stake in early 2004. Since then,
Tamose become the Company's subsidiary, who takes care all of the marketing in both domestic and

international markets.

On March 17, 2004, the Company has converted to public company and changed its name to “Pacific
Pipe Public Company Limited” with the registered capital of 500 million Baht to 660 million Baht by mean
of share offering of 16 million shares with the par value of Baht 10 per share. On October 26-29, 2004, the
Company had conducted the Initial Public Offering (IPO) of 15.3 million shares with the offering price of
Baht 45 per share and an issuance of warrant 700,000 units to directors at the same time of IPO. The
warrant could be exercised 2 times, half amount each, after the period of 1 year and 2 years since the
warrant issuance date. Then the Company had the paid up of Baht 53 million, being 65.3 million shares
with the par value of Baht 10 per share.

On October 28, 2005, the first warrant of 350,000 units is exercised (1 warrant can be converted to
1 ordinary share).The exercise price of Baht 10 per share.

On April 7, 2006, the resolution of the Annual General Meeting of the year 2006 approved the change
of par value of ordinary shares from Baht 10 per share to Baht 5 per share and the Company registered
the change of par value of ordinary shares, and the change of the Memorandum of Association of the
Company with the Registrar of Public Company Limited, The Ministry of Commerce on April 25, 2006,coinciding
with an increase of the Company's ordinary shares from 66,000,000 shares to 132,000,000 shares

On October 27, 2006 the warrant is exercised to be common share of 700,000 shares (the last
times) in the price of Baht 5 per share. Registered increase in paid up capital on November 2, 2006.
At the present, the company has the paid up capital of Baht ¢s0 million, being 132 million shares with par
value of Baht 5 per share.

In the end of 2006, the plant of large steel pipe has finished and currently, the Company operates
3 plants and 1 distribution center which are

- SamutPrakarn Plant with installed capacity of black steel pipes of 200,000 tons per annum,

- Galvanizing plant at Samutsakorn with installed capacity of 50,000 tons per annum,

- Large steel pipes plant at Samutsakorn with installed capacity of 100,000 tons per annum .

- The Distribution Centre at Bangna-Trad road has storage capacity of 4,000 tons.
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inancial Summary

e awum / Unit © Millon Baht

JUNIFLIHLRANIZVDIVTEN JUMTLINTIN
The Company Only Consolidated
2547 /2004 2548 /2005 2549 /2006 2547 [2004 2548 /2005 2549 /2006
§1%eMIMati% / Financial Position
Funsneau
Total assets 1,745.10 1,847.96 2,245.84 1,755.66 1,855.13 2,273.48
FUMAINSI
nventory 765.09 1,009.15 949.31 765.09 1,009.15 949.31
PUSUTIN 165.73 425.73 649.09 176.29 432.90 721.73
Total liabilities
e o 1,579.37  1,422.24 1,551.76 1,579.37 1,422.24 1,551.76
Total shareholders’ equity
wailsznaunts / Result of operation
ﬁwvlmmqm 2,648.00 3,082.57 3,206.12 2,660.38 3,098.99 3,231.11
_Total revenue (net)
auvibng 2,010.56 2,860.89 2,772.79 2,010.56 2,860.89 2,772.79
Cost of sales
i lavidiassiu 637.44 221.68 43333 649.82 238.10 458.32
.Gross profit
e e lumsmenasmsLsvs
Seling and administrative expense 105.06 217.13 155.05 110.29 223.78 169.81
ﬂﬂ‘ﬂmﬁm“wm 532.38 4.55 278.29 539.52 14.32 288.52
_Operating profit
flsans
. 368.65 10.44 198.23 368.65 10.44 198.23
_Net E'.—O.SS.), profit ( ) ( )
flsslaviuiivsuan (Lm)
1 7.22 0.16 1.51 7.22 0.16 1.51
Fully diluted EPS Baht) 0 o
saeneNNTTeuTeiadiun (L)
JIvIay] 24.19 21.66 11.76 24.19 21.66 11.76
Book value (Baht)
SamuanauLnuNaUnTNSRaY (Sauay) o =0 (0.58) e 55 a1 (0.58) 67
_Return on total assets (%) =~ ' ' ' ' ' '
donmasauwusiurastaraie Gavay) 2ot (0.70) - 26 ae (0.70) 1578

Return on total equity (%)

vanewe M lsderuiivfuan I 2549 fuIniaIn 132,000,000 Hu swasnaIN 13 Ansuweuuasaeniion Buesfuaminy ansyaeh
fanBiuaz 10 v Wuyaehfien ey s 1w Anavhldmouiuain 66,000,000 #u wasuuaads S1muu 132,000,000 Hi
(msmsnemasznousums@udon 14 wihil o5 Tuadfunmn’ine)

Note : Fully diluted EPS(Baht) in 2006 calculated from 132,000,000 shares because of thr Company changed the par value of
ordinary share from Baht 10 per share to Baht s per share. This result changed the ordinary shares of the Company
from 66,000,000 shares to 132,000,000 shares (Please see The Notes of Financial Statements in clause 14 on page 95 in
English version)
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mwswmsﬂsznauﬁsﬁa
A 1 1
Aa v a (% a o 1 ] a ] K [ .
UIHNY U’izﬁaumﬂwaﬂhmiwamLLagm‘wmsmamgﬂI@EJ’;%L%@SJmﬁﬂLLNWNamammﬁmmﬂW% (Electric

Resistance Welded: ERW) sluﬂaauumww Na@]LLa“m‘wmawamaﬂmauaaumﬂmw 3,000 9189017 Taeaunniin
2 ﬂivmwmaﬂimﬂ Yiowdnen LLa”‘VlE]maﬂ‘ﬁUﬁdﬂ”ﬁ smmmaﬂmamﬂivmm%maaaﬂLﬂu‘wamaﬂLmummmwmmwmamﬂm
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Toe v laay Lﬂ%ﬂ\l(ﬂ@(ﬂaﬂi“m%m%ﬂﬂﬂﬂﬂ’] FoudEuduanaumamy Iaemhimemsemeees vamlnes asianwod
LONGINITI I@mmﬂ@mu

- MITMNEVRMENULLAMANTWENETTIN 1A, e aufusuwmsmbomeldiesamnemsdn wainlne® Tay

TORIE Jl,mmmauLmﬂmﬂmmuLmumamfmam (Comm|35|on) WudanSesazaaseanne
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L EELSE T
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Trs9a519512 L& /Revenue Structure

a [ 6
dssianvasnaanwn/ 3 2547/2004 3 2548/2005 3 2549/2006
Type of Product

fwum (MB)  Soeas (%) e (MB)  Saeas (%)  &wum (MB)  Saeae (%)
neldnmsimhaman
Sales of steel pipe revenue

e bssmer 1,832.07 69.19 2,419.66 78.67 2,505.96 78.37
Domeshc
Wﬁﬂi”mﬂ 705.50 26.64 540.97 17.59 512.08 16.01

International

iwﬂ@mmmmmmmamamm 2,537.57 95.83 2,960.63 96.26 3,018.04 94.38
Total sales of steel pipe revenue

Teldan 93.68 3.54 92.47 3.01 163.59 5.12
Other revenues

mml,mmvlﬂamuawu 16.76 0.63 22.62 0.73 16.17 0.50
Equity income

‘i’lﬁlvlél"i?%l/TOtN revenue 2,648.01 100.00 3,075.72 100.00 3,197.80 100.00

E/d: ;% 1 1% [~3 % (% % £ = 4 j [~ %4
UNILLUG Teledn oun meldannmsneesngn inL@mﬂmﬁmwgumma Teldnondy Hudu
Note :  Other revenues include scrap sales revenue, galvanizing revenue, interest income, etc.
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Overall Business Operation

The Company engages in manufacturing and distributing steel pipes under the process of Electric
Resistance Welded production system (ERW) by make to order basis or by a production in advance basis,
which enables the Company to serve the customers’ needs immediately. Currently, the Company has the
highest product variety compared with others in the domestic market by offering more than 3,000 product
categories, which can be further classified as (i) black steel pipes and (i) galvanized steel pipes. Both
product categories also can be classified into standard grade products, which are under the “Pacific
Pipe” brand and commercial grade products, which are under the “Tamose” brand.

The operation between the Company and Tamose is well designed to achieve the highest level of
transparency by regarding the Company as a steel pipes manufacturer, while, regarding Tamose as the
marketing arm of the Company. By doing so, Tamose will perform all of the marketing functions, which
commence of the process of contact customers until the completion of sales transaction. However, the
marketing function of Tamose will be different according to the type of product sold as follow.

- For the standard grade products, Tamose will act as a selling agent and sell the product under
the brand “Pacific Pipe” by receiving the commission fee in return.

- For the commercial grade products, Tamose will purchase directly from the Company and then
resell the products to external customers under the brand “Tamose” in order to segregate the market.

However, due to its status as the Company's subsidiary, the Company and Tamose have managed
to closely coordinate in the production planning and marketing planning. Tamose will purchase products
from the Company only when receiving orders from customers in order to keep its working capital usage
at the most appropriate level.
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Business Goals

The Company aims to secure the dominant position in the domestic market in terms of product
quality, product variety and product delivery. This will be achieved by pursuit of strategy to highly
emphasize on continuous enhancement of superior quality along with development of brand “Pacific Pipe*
to increasingly be recognized in both domestic and international arena. The Company also focuses on
large steel pipes, which are expected to widely use for large constructions in the near future. Whilst,
establishment of distribution centers in several strategic areas will be another big shift targeting to gain
more access to retail customers while, also expanding distribution network to cover nationwide.

Business and Operation
Product

Our steel pipes are well recognized from both domestic and oversea markets. They are manufactured
by the process of Electric Resistance Welded production system (ERW) and are available as ‘made to
order and ‘ready made’. The application of products widely serves several purposes, which can simply
be grouped into 2 major areas.

1. Steel pipe for construction work such as civil construction work, architectural work, structural

roof, column and scaffold. Currently, the Company's product has been increasingly recognized

and used in private and public construction projects due to its advantages over other construction
materials in terms of less time consuming and saving cost. Today our products have been
selected to be parts of several big construction projects in both domestic and oversea such
as transit terminal, cargo building, residential project, office building, sport stadium and exhibition
hall, etc.

2. Steel pipe for general work such as utility work, water transmission work, computer system work,
fire extinguishing work, and the trend of using steel pipe for other purposes such as structure
of bill board sign.

Currently, the Company has the highest product variety compared with other players in the
domestic market by offering more than 3,000 product categories. This can be classified as (i) black steel
pipes and (ii) galvanized steel pipes. Both product categories also can be further divided into standard
grade products, which are under the ‘Pacific Pipe’ brand and commercial grade products, which are
under the Tamose’ brand. Our products are still available in 3 main categories as follow :

- Round pipe: nominal dimension 1/2 inch (15 mm.) to 16 inches (400 mm.)

- Square pipe: side length 12 x 12 mm. to 300 x 300 mm.

- Rectangular pipe: side length 38 x 19 mm. to 200 x 400 mm.

The Company's products are manufactured using reliable machines with modern technology and
having detail inspection along with the entire production process. The inspection is strictly controlled by
our proficient technicians and skillful workers in order to assure that all the products are standards in
quality and worth the customers’ confidence. Besides, the Company also issues quality warranty of every
time when purchasing standard grade steel pipe.
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By focusing on superior quality, the Company has successfully managed to have its products been consistently
granted quality standards from widely accepted domestic and international organizations as described below:
- Thai Industrial Standard Certification (TIS) from the Thai Industrial Standard Institute of the
Ministry of Industry
- 1SO 9002 : 1994 from an institution of the TUV CERT Certification Body of Rheinsch - Westfalischer
TUV eV, The Federal Republic of German
- I1SO 9001 : 2000 from an institution of the TUV CERT Certification Body of RWTUV Anlagentechnik
GmbH, The Federal Republic of German
- Productivity Standard Board Corporation (PSB Corporation), Singapore
At present, the Company is the first steel pipes producer, whose product is awarded TIS of entire
group of steel pipe from the Ministry of Industry. This enables the Company to be able stand firmly in the
leading position of the standard grade steel pipe market in Thailand. Moreover, our reputation of premium
product has been swelled even to oversea markets. Asia, Middle East and Australia regions are our main
export destinations. The Company also plans to expand its coverage to all over the world. This will not
only help mounting the revenue, but also help creating opportunity to cooperate with clients to reap the
technology advantages as well as new standards development.

Inventory Management Policy

The Company has managed its raw materials and finished products in a flexible manner, which the
inventory level can be freely adjusted according to the change of circumstances. Our experienced
management will closely monitor information about market movement from various sources including
market trading data, researches and discussion with major suppliers in order to effectively plan for the
raw materials procurement in correspondent to the market situation.

Competition
Industry Outlook
With several companies in our sectors expanding capacity and also with the newcomer of steel pipe's
manufacturing, market conditions remain highly competitive. Although heightened competition is most noticeable
among large-scale manufacturers, it inevitably also directly impacts the entrepreneurial class of businesses as
well as all those whose products and services fail to offer consumers the range and quality they desire.
Nevertheless, companies with the strongest manufacturing capabilities can still expand their market share.
In terms of product variety and reliable delivery schedule. While, others highly emphasize on
producing large volume of steel pipe, which inevitably result in limitation of their product variety. In
addition, product variety and fast delivery time are also main key factors when competing with steel pipe
importers. This is due to importing steel pipe is more time consuming than producing locally and stocking
many product categories requires huge amount of capital.

Operation
Production
Currently, the Company operates 3 plants and 1distribution center as follow.

Plant Location Detail

1. Phra pradang plant

2. Mahachai plant (i)

3. Mahachai plant (ii)

4. Distribution Center
at Bangna-Trad km.29

298,298/2 Soi Krupcharoen,
Suksawat Road, Amphur
Prasamut Chede, Samutprakarn
1/112 Samutsakorn Industrial
Park, Moo 2, Rama Il Road,
Amphur Muang, Samutsakorn

1/97 Samutsakorn Industrial Park,

Moo 2, Rama Il Road, Amphur
Muang, Samutsakorn

158 Moo ¢ Tambol Bangbor,
Amphur Bangbor, Samutprakarn

Manufacturing steel pipe Size: 24
rais 1 ngan e sg.wa. 3 buildings

Galvanizing steel pipe Size: 8 rais
2 ngan 5 sg.wa. 1 building

Manufacturing large steel pipe
Size: 20 rais 3 ngan 98 sq.wa.

1 building

Storaged capacity for sales
Size: 22 rais 22 sq.wa. 2 building
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Production policy and production capability

Our products are either made to order basis or by a production in advance basis, which enables
the Company to serve an immediate order from customers.

Domestic Customers: placing order policy

1) In case that the company has ready for sales products, the Company will immediately deliver
the products to customers once receiving their orders.

2) In case that there is raw materials inventory for manufacturing such products, the Company will
delivery the product to customers within 20 days after receiving orders.

3) In case that there is no raw materials inventory for manufacturing such products, the Company
will delivery the product to customers within 45 days after receiving orders for domestic
customers and within 60-75 days after receiving orders for oversea customers depending on the
order period of customers.

The Company has never occurred delay in delivery. Moreover, a production division and a
marketing division work closely and have regular meetings with management to plan for raw materials
procurement and manufacturing ready for sales products.

The Company's installed capacities of black steel pipes and galvanized steel pipes are 200,000 tons
per annum and 50,000 tons per annum, respectively. In 2006, its actual production capacities were
approximately 134,871.91 tons for black steel pipes and 13,018.61 tons for galvanized steel pipe.

Generally, when the production utilization reaches to approximately 75%, the Company will consider
an expansion depending on steel pipe consumption trend, the Company's strategy and plan. In addition,
in order to maintain effectiveness of machine conditions, the Company has scheduled to have every
major machine checked up and have appropriate maintenance for 2-3 hours a week.

Raw materials

The major raw material is hot rolled coil, which accounts for approximately 97% of total raw materials
purchased.

According to the Company’'s policy, which highly emphasizes on product quality and prompt
delivery, raw materials quality and trusted suppliers are the most crucial factors in considering raw
materials purchased. The Company also regularly evaluates the suppliers’ performance. At present, 70-
80% of consumed HRC is from domestic source with only 3 suppliers, namely Sahaviriya Steel Industries
Plc., Nakornthai Strip Mill Plc. and G- Steel Plc.
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Steel price fluctuation according to the world steel price

In general, the Company's product price will vary in relation to the movement of raw material
price. Therefore, the Company might encounter some risks if the product price cannot be adjusted
in the same proportion or even higher than in the change in raw materials price.

In terms, the company’'s product has not been controlled by ceiling price policy. This allows the
Company to adjust the product price according to the cost or steel pipe price in the world market
without any legal limitations. Because of the orders from oversea must have time lag in manufacturing
and delivery time. As a result, the cheap steel pipe from oversea will not be imported to compete
with domestic product instantly. Besides, the Company has continuously developed the quality and
variety of steel pipe in order to increase value and create differentiation from its competitors. As
a result, this can empower the Company to stand in the firm position when competing against low
price product and thus reduce the fluctuation in steel pipe price. Moreover, the Company has
regularly and closely monitored and evaluated the steel price situation by management. This
enables the Company to adjust simultaneously to any changes.

The entry of new comers in steel pipe industry

The Company also has a risk from the entrance of new steel pipe producers or major suppliers
because of their sufficient capital for new investments. However, the Company currently stands in
more competitive position than those new comers due to its management's extensive experience
in steel pipe industry of over 20 years coupled with more than 20 expertise and experienced
engineers including highly skillful technicians. In contrast, HRC producers usually more emphasize
on their own operations since HRC production business provides higher margin as they tend to
increase HRC production when demand of HRC rises. This might result in fluctuation of steel pipe
production or insufficient products when compared with steel pipe manufacturers.

Risk of exchange rate volatility

Since the Company has imported some raw materials from overseas such as countries in
Eastern Europe region or south Asia. All import is made through US dollar currency. This risk the
Company in the case that the exchange rate becomes volatile. However, most of the Company's
imports are used to manufacture export products, which the selling price is determined in US dollar
currency. Consequently, this is considered the natural hedge.

Risk of floating interest rate

As of 31 December 2006, the Company has total credit balance of Baht 2,333 million and 2.2 USD,
which total amount is subject to floating interest rate. Therefore, the Company might have a risk
of change in floating interest rate in the future. However, the Company expects that the risk is
insignificant.
Risk relating to the influence of major shareholder

As of 31 December 2006, Tang Mong Seng Holding Company Limited and its founders held
70.50 % stake in the Company. This enables Tang Mong Seng Group to gain almost absolute control
over the resolution of shareholders’ meeting in the matter of director appointment or other issues,
which require majority vote from shareholders’ meeting, except for the issues, which is required by
laws or related rules to have minimum of 75% vote. Therefore, other shareholders might not be able
to gather sufficient vote to counter against the issues proposed by major shareholder.
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Distribution Center (DC) at Lad Lump Kaew

According to the opening of the Distribution Center at Bangna-Trad in 2004 in order to expand the
market in an eastern part of Bangkok. This point of view to serve the domestic market needs, hence the
company's management has decision making to open the second Distribution Center (D.C.) - Lad Lump
Kaew at Pratumthani Province by rented the land instead of purchasing it. As this will reduce of it's

investment cost.

In 2006, the Company decided to postpone such construction plan because the economic environment
was inappropriate for investment the DC. at Lad Lump Kaew. The Company expects that the constitution
of this D.C. will commence by the 2 of 2007 and expects to be completed by the end of 2007. The
investment cost of the construction including purchasing of others equipments is approximately Baht so

million, which the capacity of storage's space will be 4,000 tons.

The benefits of the project
- After the completion of distribution center at Lad Lump Kaew, Pratumthani Province, the
transportation and distribution systems of the Company will cover almost all-strategic area of
Bangkok. The distribution center at Bangna-Trad will be the gateway to Eastern Part, whereas
the distribution center at Lad Lump Kaew will be the gateway to Northern and North-Eastern
Parts of Thailand. While the Company's plant at Suksawad can be used as the route for the

Southern area. This will enlarge and broaden the customer base of the Company.

ANNUAL REPORT 2006

Pacific Pipe Public Company Limited



STﬂsoas“womsﬁoﬁu||a:mso“ams
hareholding Structure and Management Structure

uAsn

MMIUMmanIi

puULe

(Nnacvun)

Iﬂiaa%"mmiﬁaﬁ:uuazm‘s?\i@ms

4 va o ' v
iwmqnaquiwiw 10 918LL3N W IUN 3 ANTIAN 2550

sw%é’ﬁaﬂfu Swandiaa (%) Saeay

11BN donade loans e uagnaNpnau’ 93,055,400 70.50
2. WENU lsswaiwile 4,750,000 3.60
3. weUnEl @qmenns 3,413,800 2.59
4. WegTh JNEnans 2,220,000 1.68
5. WA Lavswawily 2,000,000 1.52
6. WIEMWS Aunsieiiven 1,300,000 0.98
7. wesuniant adslaedng 664,500 0.50
8. wiev3 Wadsng 611,800 0.46
9. WNMIBLN TUNTUNNG 577,700 0.44
10. wiwamghan 2Ty 507,100 0.38
59 109,100,300 82.65

TN WNHENTY LaUSWAIWITT LasNIIEN  WIRATE BUTWATINTY WATNIILN WASWINENITEN aUTwatinTi

A Ganaads laafs 91re LLazﬂejNéﬁaﬁmam%ﬁw FavsaEs laads afie Usenaudne welsees BUENINTY way

WUUDINGNLIEN GavnaLTe lgads 31ia uasHtavin o Juk 3 ans1AN 2550

sede Suauin (w) Souaz

1. 18N demade leass e 51,552,500 39.05
2. wiptssys easwainile 10,090,000 7.64
3. weante azwasiwily 10,839,800 8.21
4. WAty @UENAINGIT 9,885,600 7.50
5. WNAFADT Lavewatiwily 3,562,500 2.70
6. WNFNYAN LavENaI Y 3,562,500 2.70
7. WNENTE evswarmily 3,562,500 2.70
8. WNAMIEN avzwarnnily - -
59 93,055,400 70.50

seouls:onU 2549



STﬂsoas‘womsﬁoriu||a:mso“ams

hareholding Structure and Management Structure

List of major shareholders as of January 3, 2007

Group of Tang Mong Seng Holding Co., Ltd. and Founders as of January 3, 2007

2
3
4
5
6.
7
8
9
1

Name

Group of Tang Mong Seng Holding Co., Ltd.
and its founders”

. Mrs.Sumon Lekapojpanich

. Mrs.Pranee Kuwuttayakorn

. Mr.Sochon Simakulthon

. MissThera Lekapojpanich
Mrs.Supaporn Chunsareevittaya
. Mr.Nantawat Sathirachaiyawit

. Mr.Tavee Pulsirivit

. MissViriya Ampornapakul

0. MissSunisa Kwanbunbamphen
Total

No. of shares

93,055,400

4,750,000
3,413,800
2,220,000
2,000,000
1,300,000
664,500
611,800
577,700
507,100
53,383,700

%

70.50

3.60
2.59
1.68
1.52
0.98
0.50
0.46
0.44
0.38
82.65

"Tang Mong Seng Holding Co., Ltd. was established by 7 members of Lekapojpanich family. To
clearly illustrate the Company's shareholding structure, the number of the Company's shares held by
Tang Mong Seng Holding Co., Ltd and its founders are presented below:

Name

. Tang Mong Seng Holding Co., Ltd.
. Mr.Prayoon Lekapojpanich
. Mr.Somchai Lekapojpanich
. Mr.Vichai Lekapojpanich
. Mrs.Sasithorn Lekapojpanich
. Mrs.Sukanya Lekapojpanich
. Mrs.Sumalee Lekapojpanich
. MissVareeya Lekapojpanich
Total

No. of shares

51,522,500
10,090,000
10,839,800
9,885,600
3,562,500
3,562,500
3,562,500

93,055,400

%

39.05
7.64
8.21
7.50
2.70
2.70
2.70

70.50
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Board of Directors
The Company’'s director structure consists of 3 committees, namely board of directors, audit
committee and remuneration/nomination sub committee. Details are as follow:

Board of Directors
As of December 31, 2006, board of directors comprises of 7 persons as follows:

Name Position
1. Mr.Prayoon Lekapojpanich Chairman
2. Mr.Suchai Chaikajornwat Vice Chairman
3. Mr.Somchai Lekapojpanich Director
4. Miss.Viriya Ampornapakul Director
5. Mr.Somkiat Jitvutthichod Chairman of Audit Committee
6. Mr.Chamnong Wutthipong Audit Committee
7. Mr.Surin Wanpensakul Audit Committee

A corporate secretary is Ms. Nantana Lakkham.

Authorized directors of the Company to sign bind the Company
No. 1,23 and 4 are authorized directors. It is required to have the two co-signatures and affix with
the company’'s seal.

Definition of Independent Director
An independent director is a qualified and independent person according to the definition established
by the Stock Exchange of Thailand
1. Holding not more than 5 percent of paid-up of the Company, affiliated company, associated
company or related company.
2. Does not take part in the management Company, affiliated company, associated company,
related company or majority shareholder of the Company.
3. Has no direct or indirect benefit or interest in finance and management of the Company,
affiliated company, associated company, related company or majority shareholder of the Company.
4. Not a related person or close relative of any member of management or majority shareholder of the Company.
5. No appointed as a representative to safeguard interests of the Company's directors, majority
shareholders or shareholders who are related to the Company's majority shareholders.

In addition, an independent director must feel free to give optional report work performance as
required by his duties, free of any personal interest, benefit or position and free of the control of any party,
including any circumstance by which pressure may be exerted and make an independent opinion impossible.

Roles and Duties of the Board of Directors

The board of directors shall perform their duties in good faith in accordance with the laws,
objectives, and articles of Association and lawful resolution of the shareholders’ meeting of the Company
except in particular matter that the resolution of the shareholders’ meeting is required, for instance,
entering into a connected transaction, acquisition or sale of major assets under the SET regulations or
regulations of other government agencies. The board of directors may delegate one or more directors
or other persons to perform any particular duty on behalf of the board of directors. At present, Roles and
Duties of the Board of Directors as follow:

1.1 Establish and approve the company's business direction and business objective by authorizing
the power to the managing director to set forth the business policies and strategies. The
management will act according to the policy, which should respond to the objectives set forth
by the board of directors. The inspection committee will inspect the company’'s performance
in line with the relevant law and regulations.

1.2 Perform duty with caution and be accountable to the company’s shareholders and perform the
duty in the manner consistent to the applicable laws, the company’'s objectives and regulations
as well as the resolutions from the shareholders in good faith and honesty.

1.3 Ensure that the company has an effective written corporate supervision palicy in place and approve the policy thereof.
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1.4
1.5

1.6

1.7
1.8

Conduct the policy reviews to evaluate the overall effectiveness of the policy implementation at least once a year.
Determine the level of the managing director's financial authority and establish the guidelines
for the company’'s procurement policy in writing.

Consider endorsing and/or approving the matters, which relate to the company and its
subsidiaries according to the relevant notifications by the Stock Exchange of Thailand.
Consider approving the important decisions such as investment projects and any operation required by law.
Provide for credible accounting system, financial statements and audit.

Appointment of Directors

The remuneration/nomination sub committee will consider and select appropriate directors based on
a number of criteria, including knowledge, competency, relevant business experience or potential benefit to
the business of the Company. Recommended persons will be proposed for consideration by the board of

directors
1.

and the meeting of shareholders. The criteria for the appointment and removal of directors are:

The board of directors comprises at least five (5) directors. No less than one-half of the total

number of directors have to reside in the Kingdom of Thailand.

At every Annual General Meeting, one-third (1/3) of the directors, or if the number of directors

is not a multiple of three, then the number nearest to one-third (1/3) must retire from office. The

directors retiring from office in the first and second years after the registration of the Company
shall be selected by drawing lots. In subsequent years, the director who has held office longest
shall retire. A director who vacates office under this section may be re-elected.

The board of directors shall be appointed by a shareholders meeting according to the following procedures:

3.1 Each shareholder shall have one (1) vote per one (1) share.

3.2 Each shareholder shall cast all of his/her vote in 3.1 for one or more candidate but shall not
divide his/her voting rights amongst the candidates.

3.3 The candidates elected to fill up the vacant positions of the board of directors are selected
in order of the number of votes received. In a case where there is a tie amongst candidates,
the chairman of the meeting shall cast the deciding vote.

In case of a vacancy in the board of directors for other reasons than the expiration of the
director's term of office, the board of directors shall elect a person who has the qualifications
and who possesses no prohibited characteristics under Public Company Act. as the substitute
director at the next meeting of the board of directors, unless the remaining term of office of the
said director is less than two (2) months. The substitute director shall hold office only for the
remaining term of office of the director whom he or she replaces and may be re-elected. The
resolution of the board of directors under the first paragraph shall be by a vote of not less than
three-quarters (3/4) of the number of directors remaining.

The shareholders may pass a resolution removing any director from office prior to retirement as

a result of the expiration of the director's term of office, by a vote of not less than three quarters

(3/4) of the number of shareholders attending the meeting and being entitled to vote and who

have aggregated shares of not less than half (1/2) of the number of shares held by the

shareholders attending the meeting and being entitled to vote.

Sub-Committee

1.1

Audit Committee

The audit committee consists of 3 independent directors who are also the company’s directors. At least one
of them shall have an expertise in accounting/finance. The inspection directors shall be free from any relationship
that may interfere with the exercise of their independent judgement. The term limit of the committee is two years.

Name of Audit Committee

Name Position
1. Mr. Somkiat Jitvutthichod Chairman of Audit Committee
2. Mr. Chamnong Vutthipong Audit Committee
3. Mr. Surin Wanpensakul Audit Committee

Secretary of the audit committee is Mr. Naritchai Phureepongsanon
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Roles and responsibilities of audit committee are as follow.

1.

Ensure the company has the correct and sufficiently transparent financial statements by coordinating with
the auditor and authorized management in making the quarterly and annual financial statements.
Ensure that the company has an effective internal supervision and monitoring system in place.
Ensure the company has an effective risk management system.

Ensure the company has operated in the manner consistent to the applicable rules and
regulations set forth by the Securities and Exchange Commission and the StockExchange of
Thailand or the applicable laws.

Select and nominate the company’'s auditor as well as consider the compensation thereof based
on the credibility, the resource sufficiency and the workload of such auditing office, as well as
the experience of the assigned personnel to audit the company'sfinancial statements.
Consider disclosing the company's information where the potential conflicts of interests may
be involved to ensure that the disclosure thereof is correct and complete.

Engage in any other assignment as assigned by the company’s directors and approved by the
inspection committee.

Provide for the activity report of the inspection committee by make the report available in the
company’'s annual report.

Make available any other report that should be useful for the shareholders and investors within
the scope of duties and responsibilities authorized by the company’'s directors.

1.2 Remuneration/Nomination Sub-Committee

The remuneration/nomination sub-committee consists of 3 members. The majority of the committee’s
members are non-management directors, with the term limits of 3 years.

Name of Remuneration/ Nomination Sub-Committee

Name Position
1. Mr.Suchai Chaikajornwat Chaiman of Remuneration/Nomination Sub-Committee
2. Mr.Somchai Lekapojpanich Committee of Remuneration/Nomination Sub-Committee
3. Mr.Surin Wanpensakul Committee of Remuneration/Nomination Sub-Committee

Roles and responsibilities of Remuneration/Nomination Sub-Committee

1.

4.

Determine necessary and appropriate compensation both in terms of money and other benefits
for the directors, sub-committee’s directors and the management directors each year. The
compensation proposal shall be forwarded to the board of directors for approval, or to the
shareholders’ meeting, as the case may be.

Be accountable to the company's board of directors by explaining and answering the questions
regarding the directors’ remuneration during the shareholders’ meeting.

Select the qualified persons to the position of director by nominating the persons to the company’s
board of directors for approval andjor to the shareholders’ meeting, as the case may be.
Execute any other works as assigned by the directors.

Meeting of directors.
The record of the directors in 2006 is given below :

Total of Meeting / Attendance

Name Board of Director Audit Committee Remuneration/
Nomination

Sub- Committee
1. Mr.Prayoon Lekapojpanich 11/11 = =
2. Mr.Suchai Chaikajornwat 11/11 = 3/3
3. Mr.Somchai Lekapojpanich 11/11 = 3/3
4. Miss.Viriya Ampornapakul 11/11 = =
5. Mr.Somkiat Jitvuthichod 11/11 12/12 =
6. Mr.Chamnong Vutthipong 11/11 12/12 =
7. Mr.Surin Wanpensakul 11/11 12/12 3/3
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Management
As of December 31, 2006, the management team comprises of 8 persons as follows:
Name Position
1. Mr.Prayoon Lekapojpanich President
2. Mr.Somchai Lekapojpanich Managing director
3. Miss.Viriya Ampornapakul Financial director
4. Mr.Nantawat Sathirachaiyawit” Plant director
5. Mr.Sunthorn Kumpipoj Plant manager (Phra pradang plant)
6. Mr.Manod Tapala Plant manager (Mahachai plant)
7. Mrs.Maruk Tongtub Warehouse manager
8. MissPichaya Thanasittipan Finance manager

n

Changing Name from Mr.Vitaya Viwatthanakornchai

Roles and responsibilities of the managing director
The Company's board of directors has delegated roles and responsibilities to managing director to
act on behalf of the Company as follow:

1.
2.

7.
8.

Manage and monitor general business operation and perform tasks assigned by the board of directors.
Recruit, appoint, transfer, terminate, determine wage rate/ rewards and increase the salary /
bonus / remuneration of the Company's employees except the executive director, including
appoint representative of employer in provident fund committee of the Company

Consider and approve the debt borrowing with size of not exceeding Baht 100 million or
equivalent amount

Approve and further authorize to approve the investment transaction such as investment
trading, acquiring asset or service for the Company's benefit, including approves financial
transactions with size of not exceeding Baht 30 million.

Issue orders, rules, regulations, announcement and memorandum in order to ensure that the
operation complies with the Company's policy and benefits and to maintain discipline within the
organization.

Act on behalf of the Company in the related business and appoint advisors as necessity in
performing the operation assigned by the board of directors on an occasional basis.
Approve the appointment of advisors as necessary.

Perform any other duties as assigned by the company's Board of Directors from time to time.

However, managing director has no authority for matters relating to the connected transaction,
significant asset acquisition/disposition and/or the transaction with the Company or its subsidiary (if any),
which management or the connected parties have conflict of interest. Such transactions must be
proposed to the audit committee and/or the Company's board of directors (as the case may be) for
approval.

Remuneration for Directors and Management Team

1.

Remuneration for board of directors

For fiscal year ended December 31, 2006, remuneration in the forms of meeting allowance
and pension was paid to 4 independent directors. While, remuneration in the forms of pension
was paid to the directors who hold the management position, namely Mr. Prayoon Lekapojpanich,
Mr. Somchai Lekapojpanich and Ms. Viriya Ampornapakul only.
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Unit : Baht
Name Remuneration 2006

1. Mr.Prayoon Lekapojpanich 150,000
2. Mr.Suchai Chaikajornwat 350,000
3. Mr.Somchai Lekapojpanich 120,000
4. Ms.Viriya Ampornapakul 120,000
5. Mr.Somkiat Jitvutthichod 629,996
6. Mr.Chomnong Woutthipong 549,992
7. Mr.Surin Wanpensakul 549,992

Total 2,469,980

2. Remuneration for Management
Unit : Baht
2006
Remuneration
Management Team Remuneration

Salary 8 12,184,000.00
Bonus 8 3,075,000.00
Provident fund 8 609,200.00
Others 8 1,641,585.57
Total 8 17,059,785.57

The remuneration in 2006 was collected based on the Accrual basis.

Other remuneration

On March 18, 2004 the shareholders’ meeting passed the resolution to issue and to offer warrants
of 700,000 units to directors with no cost concurrently to the IPO. The warrant can be exercised at the
exercise price of par value in twice, on the first and second anniversary dates of the issuance. The
exercised amount for each exercising will be half of the total warrants received. The details are as
follows:

First Times

Exercise Ratio : 1 warrant can be converted to 1 ordinary share
The first anniversary dates of the issuance : 28 October 2005

Exercise Price - Baht 10.00 per share

Second Times

Exercise Ratio : 1 warrant can be converted to 2 ordinary shares
The second anniversary dates of the issuance : 27 October 2006
Exercise Price : Baht 5.00 per share”

" the resolution of the Annual General Meeting of the year 2006 approved the change of par value
of ordinary shares from Baht 10 per share to Baht s per share

ANNUAL REPORT 2006

Pacific Pipe Public Company Limited



uAsn

MMIumani

puULe

(Nnacvun)

Cmsmﬁuquaﬁoms
orporate Governance

%Iﬁlﬂ'lﬁlﬂ']‘a'ﬂ']ﬂﬂﬂ%aﬂﬂﬂ'ﬁ"ﬂ@

LSEN mmuﬂmmmm@mmaaﬂﬁmﬂmLLammﬁm smLﬂuﬁaawaﬂsluﬂmmmiwﬂmuwwﬂ fszuunimadams
FfissAnaam Tussle m’maaﬂ@ Ll,a“LﬂuwumﬂuﬂﬁmLﬁiﬂwmafmﬂ Nmimimmﬂmamqmyu LLa“aiwaNameﬂwﬂu
mawﬂmvavma 'ifmmamﬂumwmum@sﬁaumammmuvl,maamNm meldmasnifiumeathafiassenuean wasdnliony
ﬂgwmmmmﬁﬂm I@HNMaﬂﬂﬁmﬂmI%ﬂﬁmﬂﬂﬁLLﬂﬂﬁmﬁ‘Vl@ 1eun Accountability (AnNFuAazavsianansUi6
W), Responsibility  ( mmsl,wmwLLaVﬁ;]uwmwmm@mmmmimLLavmvammwmwmwa) Transparency (e
Tsslalunmssineianinsanmasend) .

151141 aﬂmmmﬁmmmmﬂum-’imﬂummﬂamsﬁd e I ansensssms NSNS waswiinauzestisng gefa
LﬂuLmeﬂumiﬂaumm Tosudseandu 5 vl @i
AULNIINNTLSEN
AviBuazanavhWianiueatiavu LLavwmwmapTdm”Lﬁﬁ’mﬁa
mim@Lmamiaummmvmmiﬂﬁﬂa
mimummﬂu LAZLSINTANNLEEN
ITLVTIN

1.

2
3
4
5.
fi

NNION 1

1.

ALNTTNNTLIHY
UNUIMUEIA

1.1

1.2

1.3

1.4

1.5

1.6

1.7
1.8

Asanuay lrenuwingay lumstvuedierng uasihvaney9gsia Toemaunsnes At FunnTsams
m@ﬂmﬂummwmﬂﬂamy LLavﬂawﬂumimmumﬂa ToedirharBmasndvumasnanleing Haonndos
nuLﬂmmwmmvﬂiwmiﬂmm Toefionie m-’a‘mﬁm’maauLﬂumaauwmmiﬂgumwmaquwwﬂ Tonnly
mangrang  wazngIsndeuiiiieatas .
ﬁguwmwmamwmumﬁumLLaymmwmummamamawu mmmaqﬁguwmﬁ mdulUamungmane
mmhyﬁm wasdatlafuusEvm @aa@mmwﬁsaﬁmnawumammsﬁaama BREl
aqLmﬂwmﬁmmﬂamsmﬁmﬂmLLammswmﬂumaaﬂwmaﬂm Wiaumwmﬁmmaﬂwmmmwﬁau
V]UV]’D%%IEJU’]EJTW}TTHT]U@LLaﬂQﬂ’]‘i LLauﬂiyLuuwamiﬂgumwN%Iamammanamauaaﬂau 1 039
TUATEIL WA NNIRUTBINTINMINAANTS s el M Tiega e san s Wnmednwel
laite)

IR LIFEGTRH ¢ lfenufiurandanemsfifenlosasdtvg uaruSemedes i lUmaszmed
Aendasmasnmendnysnewialsunene

NNTanaudldnumMIsag 13w T,mamiaawu LLavmimmumﬂm mgwmamwm

a@%mkumﬁﬁ mﬁwmmmwmiLmLLamﬁaauumwLsﬁamavl,@

29AU5ENALAMAENTINT

2.1 AENTINNITLSEN ﬂsmawmmswmi 7 A% I@au,mLﬂum‘ﬁmﬁmﬂummmi NWIL 3 AL LATNITIMI
BETTAUIU 4 AU BITUIUNTINMTDFTERINNNATINILIVDINTINNTIIVNG LLﬂ@dsL‘ﬁLM%ﬂﬂﬂﬁﬂ’N@ﬂm%W
mﬂu@mvmimm'ivl,ﬂmm@aslmammmuamﬁ@]mﬂwmmmvmimﬁuww LLavamﬁawmmmumaa
waﬂ-’svbﬁﬁmaammawmnmasmwnmamw,t,avamﬁmfmemLLa”Lﬂmm@mamwmmwmmmmqmaﬂﬁviaﬁm
TLRINLTEN™ ﬂummammmmamu

2.2 YarmunTinnm LLauﬂi‘iNﬂﬁWﬂ@ﬂﬁ\l&lLﬁ%‘]_lﬂﬁaL@&J’Jﬂ%LWBVLSJSL‘M@%s],@ﬂ%%%ﬂ&lm%WI@EI\IQJ‘-DWﬂ@ Lmemﬂa
YNEDIRY mmmmmmaaﬂﬂuﬁmkum Lmawm'oafﬁsmmimmma‘mmﬂﬂmmamLLauwmimaamamamm
ADULNTTNNITLSHN LLaumﬂmwmmﬁwmm@mummaﬁnaamwmﬁm@mi AFDIENUMTANTIWTAUTALN
ADULNITNMTLIBN 1w

2.3 miaﬁmLLavLmemimﬁstLﬂuvlﬂmmam@umww LLavmammummﬁgmmmma’maumvmqmiﬂﬁﬂa
I@mmiaﬁmmﬁmﬁmqmuﬂﬁwm’smamaumfmmiaﬁmLLavmmmmmume,l,avmLauamamaammmﬂ
ATULNITNMTLTEN LLay/maLauaﬁnaausmmamﬁﬁwrmwaammmmﬂﬁm

2.4 UIEDUNIINMAT »LQ\ILﬂ%ﬂi”ﬁ?%ﬁﬁiaﬂlﬂﬁﬁﬂiuﬂmyﬂii&lm?ﬁﬁHaH

2.5 mmmmmmumﬁmw*ﬂ (Company Secretary) Lﬂ%N‘H’JHWLLaﬂQﬂiﬁNWNG’] YOIADUENITHMIUALE 9
ATBLNIINNMTLALLI TN ﬂgumimﬂﬂﬂmmammLgaﬁymamam@uwmmmmmm

AnsadiAvaINTINNS

3.1 Lﬂuucsmammwm ANNEHTD maa‘ﬁﬁﬂuﬂﬁm,uuﬁim Lavafiem @mm ANNEHTD iwmmmm
wmmﬂumﬁﬁguwmwLLavummLﬂuaﬂivhﬂﬁmau%

3.2 mmﬁumLLav”Lmaﬂwmvmmmmmﬂg‘mmmwmamwwwmm@LLavﬂgwmaammmmaﬂ

3.3 ﬂﬁamﬁwvlmLﬂuwmmiamﬁmﬁammemﬁmmﬂumww aulgliAusmudimensem ey

@ shieouUls:oU 2549



C MsMAUQIaNO®MS
orporate Governance

Pacific Pipe Public Company Limited’s Corporate Policies.

The company has realized the importance of proper corporate governance, which is a major factor
to ensure the company's efficient and transparent management to strengthen the company's sustainable
growth and increase the value for the company's shareholders in the long term. The company has the
ultimate responsibility for the well-being of the stakeholders by ensuring the long-term success, all in an
ethically and socially responsible manner. To this end, the company has adopted the following corporate
governance guidelines in a manner consistent with all applicable laws, rules and regulations. The three
principles are accountability, responsibility and transparency.

The company has come up with corporate policies that the board of directors, the management
and the employees will use as the guidelines in the exercise of their duties. The guidelines can be divided
into five categories as follow:

1. The Company's Board of Directors.

2. Shareholders’ rights and equality and their role the stakeholders

3. Disclosure of Information and Transparency.

4. Internal Control, and Risk Management.

5. Ethics

Chapter 1. The Company’s Board of Directors.

1. Duty

1.1

1.2

1.3

1.4

1.5

1.6

1.7
1.8

Establish and approve the company’s business direction and business objective by authorizing
the power to the managing director to set forth the business policies and strategies. The
management will act according to the policy, which should respond to the objectives set
forth by the board of directors. The inspection committee will inspect the company’s
performance in line with the relevant law and regulations.

Perform duty with caution and be accountable to the company’'s shareholders and perform
the duty in the manner consistent to the applicable laws, the company's objectives and
regulations as well as the resolutions from the shareholders in good faith and honesty.
Ensure that the company has an effective written corporate supervision policy in place and
approve the policy thereof.

Conduct the policy reviews to evaluate the overall effectiveness of the policy implementation
at least once a year.

Determine the level of the managing director's financial authority and establish the guidelines
for the company’'s procurement policy in writing.

Consider endorsing and/or approving the matters, which relate to the company and its
subsidiaries according to the relevant notifications by the Stock Exchange of Thailand.
Consider approving the important decisions such as investment projects and any operation required by law.
Provide for credible accounting system, financial statements and audit.

2. The composition of the board of directors.

2.1

2.2

2.3

2.4
2.5

The board of directors has 7 members, 3 of them are the management directors while the
other four of them are independent directors. Independent directors account for the
majority of the board of directors to ensure that the board will exercise their power to
balance the interests of all parties. In addition, the mentioned-above structure of the board
of directors shall prevent the potential liability from the conflict of interest.

The offices of chairman and managing director shall be separate to prevent anyone from
exercising unlimited power, even though two of them may be siblings. The board of directors
shall thoroughly consider and approve the managing director's authority. Extra authority bestowed
upon the managing director has to be approved by the board of directors.

The process of searching and appointing the directors shall be transparent and applied in
a manner consistent with all applicable laws, rules and regulations of the company. The
board of directors shall receive the approval from the selecting committee. The compensation
shall be determined and forwarded for approval from the company’s board of directors and/
or from the shareholders’ meeting, as the case may be.

The chairman of the board shall not be the chairperson or the member of the sub-committee.
The company secretary shall be appointed to assist the company's directors in the exercise of their
duties and responsibilities in the manner consistent with all applicable laws, rules and regulations.

3. Qualification of directors.

3.1

3.2

3.3

Be knowledgeable, able and ethical. Directors shall dedicate their time, knowledge and
ability. And the directors shall determine to exercise their duties and responsibilities. They
shall be free from any influence in making decisions.

The directors shall not have any forbidden qualifications set forth by the Public Company
Limited law and applicable legislation.

Non-management director can sit in the board of directors in other companies within the
number required by the company.
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Qualification of Independent Directors

1

2

4. Sub-

Hold no more than 5 per cent of the paid-up shares of the company, its subsidiaries,
its joint ventures or related companies. Shares held by related persons are counted.
Do not involve in the management of the company, its subsidiaries, joint ventures,
related companies or the company's major shareholders. In addition, independent
directors shall not be staff or employees or consultants who receive the regular
salary payment from the company, its subsidiaries, its joint ventures, related companies
or the company's major shareholders.

Independent directors shall not have the interests, regardless of whether directly or
indirectly, in the financial affairs and management of the company, its subsidiaries, its
joint venture or the major shareholders. Such requirement also takes effect during the
period of 1 year prior to the appointment. Except where the board of directors have
considered and viewed that such interests shall not affect the performance nor the
exercise of the independent judgement of the independent directors.

The independent Directors are not related or connected to the company's management
or its major shareholders.

Independent directors are not appointed to protect the interests of the board of
directors, the major shareholders or the shareholders who are related thereto.

Can balance the interests of all shareholders equally and be free from any influence
from the management or the major shareholders as well as the related persons or
the relatives thereof that might interfere with the exercise of independent judgment
in the performance of director responsibility.

Look after the operation to avoid the potential conflict of interests between the
company and the management, the major shareholders or other company with the
same group of management and shareholders.

committees
Apart from the board of directors, the company also has two-sub committees: the inspection committee

and the compensation committee. The scope of duties and responsibilities of the sub-committees are stipulated
as following:

4.1

4.2

Audit committee

The audit committee consists of 3 independent directors who are also the company's
directors. At least one of them shall have an expertise in accounting/finance. The inspection
directors shall be free from any relationship that may interfere with the exercise of their
independent judgement. The term limit of the committee is two years. Their responsibilities are as follow:

411 Ensure the company has the correct and sufficiently transparent financial statements
by coordinating with the auditor and authorized management in making the quarterly
and annual financial statements.

412 Ensure that the company has an effective internal supervision and monitoring system in place.

4.1.3 Ensure the company has an effective risk management system.

4.1.4 Ensure the company has operated in the manner consistent to the applicable rules
and regulations set forth by the Securities and Exchange Commission and the Stock
Exchange of Thailand or the applicable laws.

415  Select and nominate the company's auditor as well as consider the compensation thereof based
on the credibility, the resource sufficiency and the workload of such auditing office, as well as
the experience of the assigned personnel to audit the company's financial statements.

4.1.6 Consider disclosing the company’'s information where the potential conflicts of interests
may be involved to ensure that the disclosure thereof is correct and complete.

4.1.7 Engage in any other assignment as assigned by the company’s directors and approved
by the inspection committee.

4.1.8 Provide for the activity report of the inspection committee by make the report
available in the company's annual report.

419 Make available any other report that should be useful for the shareholders and investors
within the scope of duties and responsibilities authorized by the company's directors.

Remuneration/Nomination Sub-committee

The remuneration/nomination sub-committee consists of 3 members. The majority of the committee’s
members are non-management directors, with the term limits of 3 years. The sub-committee directors shall
be entitled to the duties and compensations as follows:

421 Determine necessary and appropriate remuneration both in terms of money and
other benefits for the directors, sub-committee’s directors and the management
directors each year. The remuneration proposal shall be forwarded to the board of
directors for approval, or to the shareholders’ meeting, as the case may be.

4.2.2 Be accountable to the company's board of directors by explaining and answering the
questions regarding the directors’ remuneration during the shareholders’ meeting.
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10.

Chapter
1.

423  Select the qualified persons to the position of director by nominating the persons to the company’s
board of directors for approval and/or to the shareholders’ meeting, as the case may be.
424 Execute any other works as assigned by the directors.

The Board Meetings

The company will send the invitation and distribute the materials including information and
data that are important to the board of directors at least 7 days in advance prior to such meeting.
Every director is free to suggest the inclusion of agenda items for that meeting. Each director
is required to inform the company at least 1 to 2 days prior to the meeting if they cannot attend
such meeting. During the meeting, the board of directors shall allocate sufficient time for the
participants to express their opinions and debate the issues. Senior executives shall respond to
the inquiries in their capacities as the accountable persons through the management directors.
The minutes of the meeting shall be recorded in writing.

Remuneration

6.1  The Remuneration/Nomination Sub-committee shall set forth the remuneration for the
board of directors by making the recommendation to the board of directors and the
shareholders for approval. The company’'s policy is to remuneration the directors based on
the company's performance and the benefits expected to gain from the board of directors.
Such remuneration should be competitively relative to comparable companies and high
enough to attract exceptional talent to its board. The remuneration thereof is divided into
the directors’ meeting allowances and the premiums.

6.2 As for the remuneration for the managing director, the Remuneration/Nomination
sub-committee will determine the compensation and seek an approval from the board of
directors based on the annual assessment and the annual performance.

The board of directors’ report.

The board of directors is responsible for the consolidated balance sheets of the company
and of the subsidiaries. Such balance sheets shall be executed according to the accounting
standard. The applicable accounting method shall be appropriate and consistent. The method
selection shall be done with cautions with best assessment. They must ensure that the company
has effective disclosure in the financial statements. The board of directors shall be accountable
for the financial information in the financial statement appeared on the annual report. Inspection
committee consists of independent directors who shall be accountable to the quality of the
financial statements and adequate systems of internal control. The comments from the inspection
committee shall be made available in the annual report.

Succession planing.
The board of directors shall establish the succession plan of the management and the
high-leveled management to ensure the investors of the effective operation during the transitional period.

Training and education for directors

Newly-appointed directors shall be informed of the important rules and regulations applicable to
the board of directors, sub-committees as well as the company's policy and important information. The
company encourages every director to participate in the training courses organized by I0OD to enable
him or her to better perform his or her duties in the management supervision.

Evaluation of the board of directors’ performance.

The board of directors shall review and evaluate the board of director's performance
according to the company’'s policy pursuant to the guidelines used as the framework for revision
and improvement of the performance of the board of directors.

2 Shareholders’ rights and equality and their role the stakeholders.

Rights and Equality of Shareholders

1.1 Rights to receive and transfer shares and rights to receive sufficient information on time via
the communication channel provided by the company to enable the shareholders to
consider the impact on them and the company.

1.2 Rights to attend the shareholders’ meeting, express opinions, recommendations and jointly
consider the company's agenda items during the shareholders’ meeting.

1.3 Rights to elect and withdraw directors and approve the appointment of independent auditors.

1.4 Rights to the equally divided profits.

1.5 The company places high priority on the shareholders’ rights. Therefore, the company
establishes the internal control measures by prohibiting the directors, management and
employees at all level from using, factually, the company's inside information which has not
been disclosed to the public for their personal benefits or the benefits of others until such
information has been made public for 24 hours.

1.6 Minority shareholders can include the agenda items to the meeting and can nominate the
persons to the position of director by following the guidelines and conditions appeared on
the company's website; www.pacificpipe.co.th.
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2. The Shareholders’ Meeting

2.1 The shareholders can submit the questions prior to the meeting to the company’s investment
relations department at the company's website www.pacificpipe.co.th.

2.2 The company has a policy to make available the materials for the meeting in advance in
the company's website before distributing the information both in Thai and English to the
shareholders to ensure the shareholders will sufficiently receive the information thereof.

2.3 The shareholders are entitled to authorize other persons to attend the meeting on their
behalf or authorize the independent directors appointed by the company to vote on behalf
of the shareholders who are absent from the meeting by notifying in the invitation letter. The
company shall be entitled to create the format of the authorization letter.

2.4 During every shareholders’ meeting, the chairman shall inform the shareholders of the
voting method and the number of the quorum and enable the shareholders to equally
exercise the rights in expressing their opinions and recommendations. In addition, the
chairman shall be entitled to use the voting ballot for the important agenda items and inform
the meeting of the result of voting.

2.5 The company shall not add any agenda items which have not originally been included in
such meeting without prior notification to the shareholders.

2.6 During the directors’ selection, the voting shall be conducted individually.

3. Roles of Stakeholders.
The company has realized of the importance of the stakeholders; the shareholders, customers,
trading partners, creditors, competitors, employees and the society. Thus, the company establishes
the following guidelines to protect their rights:

Shareholders : The company has determined to create sustainable economic growth and
enhance the competitiveness to increase the value to the shareholders in the
long term. The company has a policy to pay the shareholders the dividend at
therate of no less than 40 per cent of net profit after withholding reserves
according to the law. Nonetheless, such dividend payment can be changed,
depending on the company's performance, financial status and investment plan.

Customers : The company is equally responsible to every customer by producing products
with quality up to the standard and providing for the system to evaluate the
customers’ satisfaction including the system to continuously improve the product's
quality and service efficiency to guarantee the maximum customers’ satisfaction.

Trading partners :  The company shall fairly treat the trading partners according to commerce
conditions and/or obligations in the joint agreements.

Creditors : The company shall follow the borrowing conditions according to the agreement and provide
for the correct financial information as well as fulfill the obligation when the payment is due.

Competitors : The company shall follow the fair competition guidelines and avoid the dishonest
tactics to unfairly take advantage of its competitors.

Employees : The company has realized that the employees are the valuable resources which

contribute to the company's success. Therefore, the companies has determined to
develop and promote the employees’ knowledge and skill and respect the employees’
entitled rights such as fair employment as well as to protect the work environment to
ensure the employees’ safety and property and strictly follow the labor laws.

Society : The company has conducted the contests to promote the students’ activities
as well as donate the money to various foundations.

Chapter 3 Disclosure of Information and Transparency.

The board of directors shall sufficiently disclose credible financial and non-financial in full in due
course to ensure an equal distribution of information to all investors and stakeholders. In addition, the
company has the policy to protect the use of inside information as well as the disclosure of the directors’
compensation, the number of attendance of each director and/or sub-committee’s director in the annual
report and se-1 form. The company will also create a report on the directors’ responsibility to the financial
statement and disclose the performance of the directors and sub-committee’s directors.

The company creates investor relations department to act on the company's behalf in distributing
the information to the investors, stock analysts and relevant persons to keep them equally informed of
the company’'s information and with appropriate means. In additional the company will make available the
information as required by applicable laws or regulations on the website both in Thai and English.

Chapter 4 Internal Inspection and Risk Management.
1. Internal control
The company's board of directors provides for the effective internal control system with
efficiency which includes the financial control, operation and supervision to ensure the operations
done in a manner consistent with the applicable laws and regulations. The internal control
system also covers the risk management based on the standard of the Committee of Sponsoring
Organization of the Tread Way Commission). In summary, the five elements of the internal control are:
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Organization control and environment control
The company establishes clear, thorough business objectives subject to evaluation. The company
also sets up the code of conduct in writing as the guidelines for operations; corporate restructure by
clearly dividing the lines of duties in commensurable with the status and size of the company.

Risk management
The management has consistently analyzed the situation that may create risk such as the
movement of the material prices. The management and employees from each agency shall inform the
relevant persons of the analysis to ensure the operation is done in a manner consistent with the risk
management procedure. The management shall also follow up the situations to notify the management
thereof so that they can set forth the risk management guidelines to contain risk at the manageable level.

Management control activities
The company determines the scope of authority and the financial limit that the management at
each level is entitled to approve. And where there are related transactions, the company establishes the
proper and fair measures and procedure which will be fair to all parties by placing high priority on the
best interests of the company and the decisions are made as if the transactions are executed with the
outside persons.

Information and communication measures
The company creates the information system that supports the information distribution to ensure
the board of directors has correct and complete materials for their consideration. The information thereof
should be distributed to the board seven days prior to such meeting. The document should be arranged
and kept in full and in order.

Monitoring
The company has consistently followed up the performance and compared its performance with
the business goal. The internal control department shall consistently monitor the performance and inspect
the operation to ensure the internal control system has been appropriately executed and the system has
been amended in due course to cope with the changing circumstances. The board of director shall
always be notified of the matter.

2. Internal Controls

The company sets up an internal inspection agency which can exercise its duties independently
by directly reporting to the inspection committee and keeping the board of directors and the managing
director informed for the benefits of the company's operation. The inspection agency shall establish
the rules and regulations in writing which have been approved by the inspection committee. The rules
shall set forth the scope of duties and operations, duties and responsibilities, the scope of inspection
authority as well as the operation guidelines based on the internationally accepted standard on
internal control stipulated by the Thailand's Internal Inspection Association and the Securities and
Exchange Commission.

3. Risk Management
The board of directors shall support the establishment of the risk management within the
organization by deeming the management and employees as the risk owners, who have the
responsibility to evaluate, administer and manage the risk to the acceptable level. In addition,
the board shall support the efforts to make risk management a part of the corporate culture that
every one shall be aware of. The company shall provide for the effective risk management at
every level according to the good corporate governance to increase the opportunity for
business success by effectively using the limited resources and reducing the uncertainty in the

overall operation.

The company’s risk management consists of 5 steps as follow:
3.1 The objective determination

The company's objective or goal shall be clearly set forth and there should be sufficient

communications among various agencies to ensure the objectives and goals are fully understood.
3.2 Risk identification.

The management shall identify the risk factor that may arise in the future that will affect
to the company’'s objectives and goal or any incidents that make the organization lose the
best opportunity. Risk can be identified from both external and internal causes such as the
risk from strategy, financial risk, operation risk and risk from various circumstances.

3.3 Risk management

Having identified risk, the company shall assess the risk by considering how the current

operation manages risk based on the following items:

- The company's operation system

- The internal control activities

- The company's structure and the system to report result
- Performance evaluation and follow-up activities
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- Treatment to trading partners and business contractual parties
- Internal and external communications
These factors shall be used in the consideration to assess risk both in terms of quality and quantity.
The assessment should be made by considering the following issues.

- The chances of the risks: the likelihood of the risk by considering the probability or the
frequency of the incidents.

- The impact: to what extent the company will be affected by the risk, if it happens, in
terms of financial, business operation, the company’'s regulations, customers’ satisfaction
and personnel.

3.4 Risk management
To reduce the risk to the level acceptable by the company, high-leveled management
shall, reasonably, identify the acceptable risk level with clear guidelines. The risk management
shall be executed as follow:

Method Details
Risk avoidance Stop the activities or reduce the size of activities.
Objectives may be altered.
Risk Transfer Transfer risk to other such as by insurance.
Risk Control Provide for the internal control in the activity
Risk Acceptance Continue the ongoing operations.

3.5 Follow-up and reports.

The key factors of follow-up and reports are

- Evaluate the quality and appropriateness in the operation to reduce risks and identify
risk that can be transferred to outside the company.

- Every agency shall consistently and continuously produce risk reports by clearly and
timely determining the report system so that the management can use it to inspect the
risk status and risk management plan. The information thus shall be used to ensure the
decisions be made effectively and timely. Such status reports include weekly and
monthly risk management.

Chapter 5 Ethics

The Company has a policy o establish the Company’'s ethic in writhing, in line with guideline of the
Stock Exchange of Thailand, to ensure that the Company's director, executive and employees and their
of its subsidiaries have to the mutual understanding on this code of business conduct and ethics and
shall adopt this code of conduct and ethics to promote ethical behavior or avoid the potential liability.
The Company's director, executive and employees shall realize that they have duties and responsibilities
to use the best of their knowledge, caliber and experiences as well as business ethic for the business
of the Company including perform the duties in line with the law, Company objectives, Articles of
Association and resolution of the shareholders’ meetings with honesty and to protect the interests of the
company and shareholders. The investors can read the details of ethics of the Company which appears
on the Company's website at www.pacificpipe.co.th

Monitoring of Insider trading
Directors and Management must prepare and disclose reports of shareholding by any shareholding
by heir spouses and non sub-children, including changes in such holding in the Company under the rules
and procedures specified in Section 59 of the SEC Act B.E. 2535 as follow :
1. Report to first holding in the Company (Form s59-1) within 30 days after the close date IPO
subscription or the date, which such person has been appointed as directors or management.
2. Report of any changes in such holding (Form s9-2) within 3 business days after the transaction
date. Besides, the Company has policy and procedures to prevent any usage of internal
information by directors and management as follow :
2.1 Directors and Management must report their share holding every 3 months to an internal
control department.
2.2 Directors and Management are prohibited to use information contained in the financial
statements for trading the Company’'s securities since 15 days of the next month, which the
Company prepares any quarterly financial statement until 24 hours after the Company
reports the financial statements to the SET. However, the Company will announce such
prohibiting trading date every time.
2.3 Directors and Management are prohibited to use other information to trading the
Company’'s securities since acknowledging such information until after 24 hours disclosing
information to the public.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

For fiscal year ended December 31, 2006, the Company reported the sales revenue (net) of Baht
3,018.05 million, which increased from last year of Baht 57.42 million, or 1.94%. The Company had net profit
of Baht 198.23 million or .57% and earnings profit per share (EPS) of Baht 1.51

Revenues

In 2006, the Company reported the revenue from steel pipe sales of Baht 3,018.05 million or being
94.13% of total revenue, which the growth rate of 1.94% in 2005. This sales revenue could be
categorized into domestic sales and export sales of Baht 2,505.96 million and Baht 512.09 million or
accounting for 83% and 17% of total sales revenue, respectively. The total revenue of the Company
increased from Baht 3,082.57 million in 2005 to Baht 3,206.12 million in 2006 or up 4.01%.

Cost of sales
In 2006, the Company reported cost of sales of Baht 2,772.79 million or 91.87% of steel pipe sales.

Selling and administrative expenses
In 2006, the Company reported Selling and administrative expenses of Baht 155.05 million.

Other expenses

In 2006, the Company reported interest expense of Baht 29.47 million, which increased of 96.61%
from year of 2005. due to a steady rise in domestic interest rate. This was because in 2006 the Company
had overdraft and short - term loan from financial institutions,which were used as its working capital.
Return of Equity

In 2006, the Company had net profit of Baht 198.23 million, the return of equity was 12.77 which
increased from last year, the return of equity was (0.73%).

Financial Position
Assets

Total assets

At the end of year 2006, the Company had total assets of Baht 2,245.84 million, which increased
of 22.05% from year 2005 because of the Company purchased the machines and constructed the
manufacture for large steel pipes at Samutsakorn Province.

Account receivable
Account receivable in 2006 was Baht 205.44 million, which increased of 151.36% from year 2005
because the Company has been changed credit term.

Inventory

In 2006, the Company had an inventory of Baht 949.31 million, which decreased of 592% from last year.
Liquidity

The Company's current ratio in 2005 and 2006 were 2.81x and 7.63x, respectively, while, its cash
cycle ratio in 2005 and 2006 were 102 days and 105 days, respectively.

In terms of debt service capability, the Company’s nterest coverage ratio at the end of 2005 and
2006 were in the low level of 1x and 9x, respectively.

Source of Funds
Liabilities
As at 31 December 2006, the Company's account payable was Baht 1.44 million, which increased
from Baht 145.92 million in 2005. The debt collection day was 22 days. The total liability was Baht
694.09 million or increasing ¢6.08% from that in 2005 because the company had short-term loan for
buying raw materials.
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anagement’s Discussion and Analysis of Financial Condition and Results of Operations

Shareholders Equity

As of March 31,2004 the extra ordinary shareholders meeting no 1/2004 passed the resolution
offering 700,000 warrants to 7 directors (each director received 100,000 units), which 1 warrant can
be converted to 1 ordinary share and the exercise price is at par value.

On October 2005, all members of the Company's Board of Director converted their allocations
of 50,000 warrants into common shares, making a total of 350,000 shares and converted the second
time (last time) of their allocations of 100,000 warrants into common shares, making a total of 700,000
shares. That's brings the Company's current to fully-paid of Baht eso million being 132 million
shares. (The details of warrant is on page 38 in thai versia and 39 in English versia)

The shareholders’ equity of the company was Baht 1,551.76 million in 2006, which increased 9.11%
form last year.

Capital Structure
The Company showed its healthy capital structure by reporting its debt to equity ratio at the end
of 2006 of 0.45x, which has consistently declined from 0.3x in 200s.

Factors that may have affected the Company’s financial condition and results of operation

In 2006, there was a fierce competition on the market so the Company prepared to minimize the
risk by more emphasizing on development of brand “Pacific Pipe” to be well recognized. In terms of
growth prospect, the Company expects that the steel pipe industry still remains in good prospect
following the rise of property and construction sector. This also reaps the benefit from increasing use
of steel pipe in other applications due to less time consuming and more cost saving, which are major
criteria in selecting products of construction project customers. Examples of steel pipe usage can be
found in several countries such as Japan, Singapore, Australia and many others.

Audit Fee
1. Audit Fee
In 2006, Pacific Pipe Public Company Limited and its subsidiary paid the audit fee to Ernst and
Young Office Limited. The details are as below :

Company Audit Fee (Baht)

Company Audit Fee (Baht)
1 Pacific Pipe Public Company Limited 780,000
2 Tamose Trading Company Limited (Subsidiary) 220,000
3 Meesub Transport Company Limited (Subsidiary) 180,000
Total 1,180,000

2. Non - Audit Fee
-none-

ANNUAL REPORT 2006
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Connected transactions

In 2006, the Company and its subsidiaries entered into transactions with parties that might have

conflict of interest. Details are

Related person/ company

1. Mr.Prayoon Lekapoj-
panich and Mr.Vichai
Lekapojpanich

2. Mr.Prayoon Lekapoj-
panich and Mr.Somchai
Lekapojpanich

3. Mr.Somchai Lekapoj-
panich and Mr.Vichai
Lekapojpanich

as follow.

Relationship

As of 31 December 2006

- Mr.Prayoon Lekapoj-
panich together with
his related person
held 10.34% stake of
the Company.

- Mr.Prayoon Lekapoj-
panich is a president
and also held in a
management position
of the Company.

- Mr.Vichai Lekapoj-
panich together with
his related person
held 10.19% stake of
the Company.

- Theyre brothers.

As of 31 December 2006

- Mr.Prayoon Lekapoj-
panich together with
his related person
held 10.34% stake of
the Company.

- Mr.Prayoon Lekapoj-
panich is a president
and also held in a
management position
of the Company.

- Mr.Somchai Lekapoj-
panich together with
his related person
held 10.91% stake of
the Company.

- Mr.Somchai Lekapoj-
panich is the manag-
ing director of the
Company.

- They're brothers.

As of 31 December 2006

- Mr.Somchai Lekapoj-
panich together with
his related person
held 10.91% stake of
the Company.

- Mr.Somchai Lekapoj-
panich is the

Description of the connected
transactions

Transaction value

Selling and administrative

expense

- In September 2004, the
Company rented the land at
Bangna-Trad for its distribu-
tion center in the are of 22
rais 22sgq.wa from Mr.Vichai
Lekapojpanich. The contract
term is 10 years with yearly
payment of Baht 1,200,000 and
the adjustment every 3 years.
In August 2005, Mr.Vichai
Lekapojpanich sold part of his
land holding to Mr.Prayoon-
Lekapojpanich, so the lease-
holder has been changed
from Mr.Vichai Lekapojpanich
to a group of person led
by Mr.Prayoon Lekapojpanich.

Balance

Account Payable-related person

Transaction value

Selling and administrative

expense

- In July 2005, the Company
rented the land at Ampher
Lad Lum Kaew, Pratumthani
Province for constructing
distribution center at a piece
of land at Lad Lum Kaew
share joint ownership between
Mr.Prayoon Lekapojpanich
and Mr.Somchai Lekapoj-
panich n the are of 25 rais 2
ngan 31 sg.wa. The contract
term is 10 years with yearly
payment of Baht 1,500,000.
The rental fee is to be
collected from the time of
commencement of construc-
tion and the adjustment every
3 years. As of 31 December
2006, the construction did not
begin, rent on the land
is not yet due.

Balance
Account Payable-related
person

Transaction value

Selling and administrative

expense

- In April 2005, the Company
rented the land at
Samutsakorn Industrial estate
for constructing the 1s6-inches
steel pipes from Mr.Somchai

ANNUAL REPORT 2006
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Related person/ company Relationship Description of the connected Transaction
transactions value (Baht)
managing director of Lekapojpanich in the are of
the Company. 20 rais 3 ngan 98 sg.wa The
- Mr.Vichai Lekapoj- contract term is 10 years with
panich together with yearly payment of Baht
his related person 1,500,000. The rental fee is to
held 10.19% stake of be collected from the time of
the Company. commencement of construc-
- They're brothers. tion and the adjustment every

3 years. In August 2005
Mr.Somchai Lekapojpanich
sold part of his land holding
to Mr.Vichai Lakapojpanich
so the leaseholder has been
change from Mr.Somchai
Lekapojpanich to a group of
person led by Mr.Vichai
Lekapojpanich. In 2006 the
Company started to construct
the plant since February so
the rental rate was calculate
on February to December 2006.

Balance
Account Payable-related =
person
4. Tang Mong Seng As of 31 December 2006 Transaction value
Holding Company - Tang Mong Seng Selling and administrative
Limited Holding Co.Ltd. is the expense
Company’'s Major - On December 22,2005, the 784,109.58
share holder held company borrowed Baht 40
39.05% stake of the million from Tang Mong Seng
company Holding Co. Ltd. By issuing
- The company’s the promissory note with 6
director, namely months maturity. The interest
Mr.Prayoon Lekapoj rate is 4.5% with monthly
panich and payment. Pacific Pipe Public
Mr.Somchai Lekapoj- Company Limited has duly
panich are directors repaid all the debts in June
of Tang Mong Seng 2006
Holding Co,.Ltd. - On August 17,2006, Tamose 206,438.36
- The company’s trading Co. Ltd. (Subsidiary of
director, namely PAP) borrowed Baht 10 million
Mr.Prayoon Lekapoj- from Tang Mong Seng holding
panich and Co. Ltd. By issuing the
Mr.Somchai Lekapoj- promissory note with ¢ months
panich and their maturity. The interest rate is
related person, 5.5% with monthly payment.
together held 70.50% - On August 25, 2006, Meesup 809,189.31

Stake in Tang Mong Transport Co. Ltd. (Subsidiary
Seng Holding Co. Ltd. of PAP) borrowed Baht 10
million romTang Mong Sengf
Holding Co. Ltd. By issuing
the promissory note with 1
years maturity. The interest
rate is 5.5% with monthly payment.
Balance
Account receivable-related =
person
Account Payable-related
person =

ANNUAL REPORT 2006
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Opinion of Company and Audit Committee regarding the connected Transaction

1.

Rental Fee of Distribution Center at Bangna-Trad

The board of directors’ meeting no. 4/2004 dated 21 July 2004 passed the resolution allowing
the Company rented the land from Mr. Vichai Lekapojpanich for constructed distribution center.
The audit committee considered and found that the rental fee, which is based on the land value
appraised by the department of land, was lower than in general, which is based on 3.00% of
appraised price. Besides, using the land value appraised by the department of land for rental
fee calculation is conservative compared with using market price.

The board of directors’ meeting no.s/2005 dated 10 August 2005 passed the resolution to
consent the leaseholder, namely Mr. Vichai Lekapojpanich sold part of land at Bangna-Trad to
Mr. Prayoon Lekapojpanich according to the formally requested of his letter. The Company
decided not to purchase the land outright so as not to incur an additional investment burden
and taking into consideration the fact that the rental conditions pertaining to the land were
unaffected.

After careful consideration, the Board of Directors unanimously agree that the company
would not in any way be disadvantaged by the lessee's decision to sell part of the land so the
leaseholder has been changed from Mr. Vichai Lekapojpanich to a group of persons led by
Mr. Prayoon Lekapojpanich. Mr. Somchai Lekapojpanich and Mr. Prayoo Lekapojpanich did not
attend this meeting and their votes were recorded as abstentions.

Rental agreement is summarized as follow :

Lessee :  Pacific Pipe Public Company Limited

Lessor : Group of person led by Mr. Prayoon Lekapojpanich

Rental period : 10 years

Rental fee : Baht 1,200,000 per annum and the rental rate can be adjust every 3 years

based on the land value appraised by the department of land plus the sum

of three years at the current fixed interest rate. The total amount for one

year is then divided into 12 monthly payments.
Rental fee of distribution center at Lad Lump Kaew

The board of directors’ meeting no. 3/2005 dated 16 March 2005 passed the resolution allowing

the Company rented the land at Bang Bua Tong - Supanburi road (highway number 340, between
32 - 33 ), Tambon Namai, Ampher Lad Lump Kaew, Patumthani Province from a group of person
led by Mr. Somchai Lekapojpanich (The leaseholder of the land at Lad Lump Kaew are
Mr. Somchai Lekapojpanich and Mr. Prayoon Lekapojpanich) which will be use to construct the
distribution center. As such the audit committee considered and found that the rental fee is
appropriate because the rental rate is determined by using fair value of the land appraised by
3 independent appraisals, who have been approved by SEC, namely American Appraisal Co., Ltd.,
Thopthavee Appraisal & Service Co., Ltd., and UK Valuation & Agency Co., Ltd., timed with the
3 - year fixed deposit rate of Thai Military Bank Plc. to calculate an annual fee. In additional, The
Audit Committee has reviewed the rental rate with the average rental rate appraised by
independent appraisals.

Rental agreement is summarized as follow:

Lessee : Pacific Pipe Public Company Limited

Lessor : Group of person led by Mr. Somchai Lekapojpanich

Rental period : 10 years

Rental fee : Baht 1,500,000 per annum. The rental fee is to be collected from the time of

commencement of construction and the rental rate can be adjusted every
3 years based on the fair value of such land timed with the 3 - year fixed
deposit rate of Thai Military Bank Plc. at that time. In determining the
adjusted rental rate every 3 years, the independent appraisals will be
appointed to appraise the fair rental rate in order to compare with the
calculated rental rate. The appraised rental rates will be utilized as information
to determine the adjusted rental rate. The lessee will bear on the cost of
hiring the appraisers.

The Company's Board of Directors will consider the rental rate, which will be adjusted every 3 years to
be the appropriate rate compared to the appraised rental rate. In the approval of the adjusted rental rate, The
Company's directors who are considered as connected persons will not attend and vote on this agenda.
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3. Rental fee of 1¢ inched-steel pipes plant at Samutsakorn Industrial estate

The board of directors’ meeting no. 3/2005 dated 16 March 2005 passed the resolution allowing the
Company rented the land at Samutsakorn Industrial estate, Soi Samutsakorn Industrial estate
12, Thonburi Paktor (highway number 35) between km. 32 - 33, Tambon Thasai, Ampher Muang Samutsakorn
from Mr. Somchai Lekapojpanich which will be use to construct the large sizes steel pipes plant. As such
the audit committee considered and found that the rental fee is appropriate because the rental rate is
determined by using fair value of the land appraised by 3 independent appraisals, who have been
approved by SEC, namely American Appraisal Co., Ltd., Thopthavee Appraisal & Service Co. Ltd., and UK
Valuation & Agency Co. Ltd. timed with the 3 - year fixed deposit rate of Thai Military Bank Plc. to calculate
an annual fee and the Audit Committee has reviewed the rental rate with the average rental rate
appraised by independent appraisals. Moreover the Samutsakorn Industrial estate is fully equipped with
the infrastructure.

The board of directors’ meeting no. 8/2005 dated 10 August 2005 passed the resolution
consenting the leaseholder, namely Mr. Somchai Lekapojpanich sold part of land at Samutsakorn
Industrial estate to Mr. Vichai Lekapojpanich according to the formally requested of his letter.
The Company decided not to purchase the land outright so as not to incur and additional
investment burden and taking into consideration the fact that the rental conditions pertaining to
the land were unaffected.

After careful consideration, the Board of Directors unanimously agreed that the company would not in
any way be disadvantaged by the lessee’s decision to sell part of the land so the leaseholder has been
changed from Mr. Somchai Lekapojpanich to a group of persons led by Mr. Vichai Lekapojpanich,
Mr. Somchai Lekapojpanich and Mr. Prayoon Lekapojpanich did not attend this meeting and their votes were
recorded as abstentions.

Rental agreement is summarized as follow :

Lessee :  Pacific Pipe Public Company Limited

Lessor : Group of person led by Mr. Vichai Lekapojpanich

Rental period : 10 years

Rental fee : Baht 1,500,000 per annum. The rental fee is to be collected from the time of

commencement of construction and the rental rate can be adjusted every
3 years based on the fair value of such land timed with the 3 - year
fixed deposit rate of Thai Military Bank Plc. at that time. In determining the
adjusted rental rate every 3 years, the independent appraisals will be
appointed to appraise the fair rental rate in order to compare with the
calculated rental rate. The appraised rental rates will be utilized as information
to determine the adjusted rental rate. The lessee will bear on the cost of
hiring the appraisers. The Company's Board of Directors will consider the
rental rate, which will be adjusted every 3 years to be the appropriate rate
compared to the appraised rental rate. In the approval of the adjusted
rental rate, The Company's directors who are considered as connected
persons will not attend and vote on this agenda.
Potentials of future connected transactions
The related transactions possibly incurred in the future are subjected to 2 categories, which include
normal business transaction and extraordinary transaction. The procedures of transaction approval of
any related transactions are as follow:
Normal business transaction
Normal business transaction includes selling and purchasing transaction, which occurs in
continuous basis. Therefore, the company has established guideline and procedures when dealing
with such transactions, for instance, using market price or fair price as a benchmark. This guideline
was proposed and approved by the Company's audit committee. Moreover, an audit committee also
conducts quarterly reviews to ensure that the Company conforms to the guideline.
Extraordinary transaction
When dealing with any extraordinary transactions, the Company will request opinion in relation to
reasonableness of the transaction from an audit committee. If the expertise in certain areas is necessary,
the Company will seek independent opinion from external specialists such as auditor, land appraisal and
legal advisor. The opinion of audit committee and/or other expertise will be incorporated in decision
making process of the Board of Directors and/or shareholders depending upon the related rule and
regulatory.
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The Audit Committee of Pacific Pipe Public Company Limited comprises of 3 persons, namely

1. Mr.Somkiat Jitvutthichod as chairman of Audit Committee

2. Mr.Surin Wanpensakul as audit committee

3. Mr.Chamnong Vutthipong as audit committee

The members of audit committee are the independent committees and qualified according to the
regulations by the Stock Exchange of Thailand. Mr.Naritchai Phureepongsanon is a secretary of the audit
committee.

Since the two-year tenure limit of the inspection committee would end on 4 March 2006, the
company's board of directors has reinstated the original members of the inspection committee to their
positions for another term, according to the resolution of the company's board of directors, No. 1/2549,
dated 26 January 200s.

In 2006 the audit committee performed the duties with an independent as assigned by the company’'s
board of directors, which is the same way of regulations of the Stock Exchange of Thailand. There were
12 meeting with the management, internal auditors and external auditors according to the involve
subjects. The details are as follows:

1. The Audit Committee has inspected and analyzed the quarterly and annual reports for 2006 for
presentation to the Company’'s Board of Directors. The inspection is based on reports that have
been analyzed and revised by account auditors and on the account auditors’ advice on internal
monitoring systems. The Audit Committee has unanimously agreed that the Company's financial
report is correct and fair, in accordance with accredited accounting standards, and that
information disclosure is sufficient.

2. The Audit Committee has inspected and provided other related reports, including identification
of possible conflict of interest issues, and presented this information to the Company's Board of
Directors for approval before lodging the annual report, as per the rules and regulations of the
Stock Exchange of Thailand. Based on its own assessments, it is found that such report
didn't exist in 2006. As for the list occurred prior to that the information thereof has been
sufficiently disclosed.

3. The Audit Committee has approved the Company's internal auditing activities in 2006 and 2007.
Internal auditing focused on encouraging more efficient operations as measured by the achievement
of set targets. The company's operations are inspected in accordance with the good governance
policy set by the Audit Committee, and appropriate risk management also, including ensuring
that all internal auditing and monitoring is conducted freely. The Audit Committee is kept
informed of progress at all times. Having inspected the processes, the Audit Committee unanimously
agrees that the Company's internal auditing has been adequate and accurate and that it has
been conducted freely and fairly.

4. A report of the Audit Committee’s activities and findings is presented to the Company's Board
of Directors at every board meeting. A number of recommendations have been made for
enhancing management performance and adjustments have been made accordingly.

5. The Audit Committee has reviewed and remarked upon the freedoms and remuneration of
account auditors and presented a report to the Company's Board of Directors at the Annual
Shareholder's Meeting 2007, including a request for approval of its proposal to appoint Ernest &
Young Co., Ltd., as auditor of the Company for 2007.

6. Having considered and assessed the performance of the inspection committee in the fiscal year
2006 evaluated by the company's board of directors, managing director, financial director and
authorized auditor, it is concluded that the inspection committtee has the qualification and
effective performance at the satisfactory level.

The Audit Committee has concluded that the Company's Board of Directors and management team
should strictly abide by its good governance policy and standards of integrity. The company is driven by a
strong determination to operate with utmost efficiency and achieve its business goals in a professional
manner. The company also stresses the importance of efficient internal monitoring of its operations and
proper risk management in accordance with its core objective of continuous business development.

On Behalf of the audit committee

g oA l‘;s+ T%M‘fml»tj .

(Mr.Somkiat Jitvutthichod)
Chairman of the audit committee
28 February 2007
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R S1EOIUYOLWaOUUNIBSUDUNA
eport of Independent Auditor

To The Board of Directors and Shareholders of
Pacific Pipe Public Company Limited

| have audited the accompanying consolidated balance sheet of Pacific Pipe Public Company
Limited and its subsidiaries as at 31 December 2006, the related consolidated statements of income,
changes in shareholders’ equity and cash flows for the year then ended, and the separate financial
statements of Pacific Pipe Public Company Limited for the same period. These financial statements are
the responsibility of the management of the Company and its subsidiaries as to their correctness and
the completeness of the presentation. My responsibility is to express an opinion on these financial
statements based on my audit. The consolidated financial statements of Pacific Pipe Public Company
Limited and its subsidiaries and the separate financial statements of Pacific Pipe Public Company Limited
as at 31 December 2005 and for the year then ended, as presented herein for comparative purposes,
were audited by another auditor of my firm who, under his report dated 22 February 2006, expressed an
unqualified opinion on those financial statements.

| conducted my audit in accordance with generally accepted auditing standards. Those standards
require that | plan and perform the audit to obtain reasonable assurance about 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. | believe that my audit provides a reasonable basis for my
opinion.

In - my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Pacific Pipe Public Company Limited and its subsidiaries and of Pacific Pipe Public
Company Limited as at 31 December 2006, the results of their operations, and cash flows for the year
then ended, in accordance with generally accepted accounting principles.

Al &

Siraporn Ouaanunkun
Certified Public Accountant (Thailand) No. 3844
Ernst & Young Office Limited
Bangkok : 21 February 2007
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(e 1)
IUMTEUITIN UM ULRANIZUDILTEN

2549 2548 2549 2548
45,981,309 41,333,260 24,085,995 18,100,077
- - 50,471,007 32,797,332
246,134,686 91,209,783 154,971,770 48,576,732
246,134,686 91,209,783 205,442,777 81,374,064
- - - 356,714
949,312,010 1,009,149,027 949,312,010 1,009,149,027
103,546,017 75,810,137 103,546,017 75,810,137
6,312,151 1,739,670 5,593,227 1,726,767
109,858,168 77,549,807 109,139,244 77,536,904

1,351,286,173

1,219,241,877

1,287,980,026

1,186,516,786

33,586,388 58,658,037 33,586,388 58,658,037

- - 49,670,126 24,855,252
(3,196,089) (3,652,674) - -

- - 6,112,847 -

- 9,531,145 - 9,531,145
869,707,080 541,455,235 846,457,930 538,564,823
22,037,092 22,037,092 22,037,092 22,037,092

62,727 62,727 - -
922,197,198 628,091,562 957,864,383 653,646,349

2,273,483,371

1,847,333,439

2,245,844,409

1,840,163,135
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PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the years ended 31 DECEMBER 2006 AND 2005

Note
ASSETS
CURRENT ASSETS
Cash and cash equivalents
Trade accounts receivable
Related party 6, 7
Unrelated parties 7

Trade accounts receivable - net
Amounts due from subsidiary company 6
Inventories - net 8
Others current assets
Refundable value added tax
Others
Total other current assets
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS

Restricted bank deposits 9
Investments accounted for under
equity method 10
Negative goodwill - net 11
Loan to subsidiary company 6

Deposit for machinery
Property, plant and equipment - net 12
Refundable corporate income tax
Others non-current assets - deposits
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

The accompanying notes are an integral part of the financial statements.

Consolidated

(Unit : Baht)

The Company Only

2006 2005 2006 2005
45,981,309 41,333,260 24,085,995 18,100,077
- - 50,471,007 32,797,332
246,134,686 91,209,783 154,971,770 48,576,732
246,134,686 91,209,783 205,442,777 81,374,064
N N N 356,714
949,312,010 1,009,149,027 949,312,010 1,009,149,027
103,546,017 75,810,137 103,546,017 75,810,137
6,312,151 1,739,670 5,593,227 1,726,767
109,858,168 77,549,807 109,139,244 77,536,904
1,351,286,173 1,219,241,877 1,287,980,026 1,186,516,786
33,586,388 58,658,037 33,586,388 58,658,037
- - 49,670,126 24,855,252
(3,196,089) (3,652,674) - -
N N 6,112,847 -
- 9,531,145 - 9,531,145
869,707,080 541,455,235 846,457,930 538,564,823
22,037,092 22,037,092 22,037,092 22,037,092
62,727 62,727 - -
922,197,198 628,091,562 957,864,383 653,646,349

2,273,483,371

1,847,333,439

2,245,844,409

1,840,163,135
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Bouqa (cio)

alance Sheets (Continued)

PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the years ended 31 DECEMBER 2006 AND 2005

Note

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
Bank overdrafts and short-term loans
from financial institutions 13
Trade accounts payable
Amounts due to subsidiary companies 6
Short-term loans from its parent company 6
Other current liabilities
Other payable
Corporate income tax payable
Accrued expenses
Financial lease payable - current portion
Others
Total other current liabilities
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Financial lease payable - net of
current portion
TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Share capital 14
Registered
132,000,000 ordinary shares of
Baht 5 each
(31 December 2005 : 66,000,000
ordinary shares of Baht 10 each)
Issued and fully paid
132,000,000 ordinary shares of
Baht s each
(31 December 2005 : 65,650,000
ordinary shares of Baht 10 each)
Premium on ordinary shares
Retained earnings
Appropriated - statutory reserve 17
Unappropriated
TOTAL SHAREHOLDERS EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

The accompanying notes are an integral part of the financial statements.

Consolidated

(Unit : Baht)

The Company Only

2006 2005 2006 2005
588,743,617 320,143,765 588,725,543 319,071,360
1,931,053 586,576 1,442,490 586,576
- - 7,955,225 13,404,703
20,000,000 40,000,000 - 40,000,000
33,866,667 12,455,541 33,774,915 12,401,396
36,595,669 5,746,608 32,650,935 -
23,988,110 21,152,748 20,289,032 18,905,898
1,288,844 - - -
14,459,775 25,009,132 9,247,952 13,554,133
110,199,065 64,364,029 95,962,834 44,861,427
720,873,735 425,094,370 694,086,092 417,924,066
851,319 - - -
851,319 - - -
721,725,054 425,094,370 694,086,092 417,924,066
660,000,000 660,000,000 660,000,000 660,000,000
660,000,000 656,500,000 660,000,000 656,500,000
514,845,000 514,845,000 514,845,000 514,845,000
39,000,000 29,000,000 39,000,000 29,000,000
337,913,317 221,894,069 337,913,317 221,894,069

1,551,758,317

1,422,239,069

1,551,758,317

1,422,239,069

2,273,483,371

1,847,333,439

2,245,844,409

1,840,163,135

0

0

0

0
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(e 1)

JUMTEUITIN UM S ULRNIZDILIEN
NUNELNG] 2549 2548 2549 2548
elé
eldanmane 3,063,117,793 2,999,863,651  3,018,046,971  2,960,632,855
a'ml,l,ﬂl\‘iﬁﬂimﬂL’Euamu@]m%%mﬂéﬁﬁa - - 21,016,014 23,081,308
elénu
eldannmsmeesann 77,443,550 50,139,080 77,443,550 50,139,080
ﬁmvl,@’w'mﬁmi%u%wa&gu 56,993,043 22,349,686 56,993,043 22,349,686
Mlsnndasnuanu/fem 8,021,696 - 8,037,279 -
e 25,534,017 26,637,536 24,583,177 26,368,213
Tue ldan 167,992,306 99,126,302 167,057,049 98,856,979
e e 3,231,110,099 3,098,989,953  3,206,120,034  3,082,571,142
' lgane
FuyUE 2,772,788,319 2,860,886,012  2,772,788,319  2,860,886,012

e e lunmsnauaznsusms

169,806,352 136,186,737 155,046,710 129,543,609
m@nmwnﬂﬁﬂ%ﬂamﬂamﬁuﬁwmmﬁa 8 - 80,746,721 - 80,746,721
MANUINTATIANL R - 6,844,068 - 6,844,068

Tauen e 3 2,942,594,671 3,084,663,538  2,927,835,029  3,078,020,410

ﬁﬂsﬁgu@mmﬁmwmmzmﬁ@ﬂé’ﬁ@qma 288,515,428 14,326,415 278,285,005 4,550,732

aanwdeane (30,754,955) (15,019,040) (29,466,321) (14,987,310)

mﬁﬁﬂéﬁﬁ@yma (59,526,225) (9,743,953) (50,584,436) -

s (mew) B msLY 198,234,248 (10,436,578) 198,234,248 (10,436,578)

o 1 %

M lseiavi 19
NI |
mvlwmqmuwugm

fls (nemu) &nd 1.51 (0.08) 1.51 (0.08)
ﬁwvl;s@iaﬁuﬂ%ua@
Ml (enw) ans 1.5 (0.08) 1.51 (0.08)
q q
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vurlsyranu
ncome Statments

PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the years ended 31 DECEMBER 2006 AND 2005

Note

REVENUES
Revenues from sales
Share of income from investments accounted
for under equity method
Other income
Scrap sales
Revenue from galvanise steel service
Gains on exchange rate
Others
Total other income
TOTAL REVENUES
EXPENSES
Cost of sales
Selling and administrative expenses
Loss from diminution in value of inventories 8
Losses on exchange rate
TOTAL EXPENSES
INCOME BEFORE INTEREST EXPENSES
AND CORPORATE INCOME TAX
INTEREST EXPENSES
CORPORATE INCOME TAX
NET INCOME (LOSS) FOR THE YEAR

EARNINGS PER SHARE 19
BASIC EARNINGS PER SHARE
Net income (loss)
DILUTED EARNINGS PER SHARE
Net income (loss)

The accompanying notes are an integral part of the financial statements.

Consolidated

(Unit : Baht)

The Company Only

2006

3,063,117,793

2005

2,999,863,651

2006

3,018,046,971

2005

2,960,632,855

- - 21,016,014 23,081,308
77,443,550 50,139,080 77,443,550 50,139,080
56,993,043 22,349,686 56,993,043 22,349,686
8,021,696 - 8,037,279 -
25,534,017 26,637,536 24,583,177 26,368,213

167,992,306 99,126,302 167,057,049 98,856,979

3,231,110,099

3,098,989,953

3,206,120,034

3,082,571,142

2,772,788,319
169,806,352

2,860,886,012
136,186,737
80,746,721
6,844,068

2,772,788,319
155,046,710

2,860,886,012
129,543,609
80,746,721
6,844,068

2,942,594,671

3,084,663,538

2,927,835,029

3,078,020,410

288,515,428
(30,754,955)
(59,526,225)

14,326,415
(15,019,040)
(9,743,953)

278,285,005
(29,466,321)
(50,584,436)

4,550,732
(14,987,310)

198,234,248

(10,436,578)

198,234,248

(10,436,578)

(0.08)

(0.08)

(0.08)

(0.08)
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(e 1)
UM IRUIIN JUMTRUANZDILI TN
2549 2548 2549 2548
nazwaidusatemnan (14lulu) Aanssueuduem :
s (MON1) a'vm 198,234,248 (10,436,578) 198,234,248 (10,436,578)
immiﬂimsmum% (N9
ﬁwmﬁwmﬂmv @) NNNANTINA WA -
A
ALENTIAN 38,723,556 31,231,333 33,970,267 30,216,328
mmwmmmsﬁ%uawa@hﬁuﬁwmmﬁa - 80,746,721 - 80,746,721
mmawumamuam 2,092,721 - 2,042,958 -
MANU ( (ls) mﬂa@mLLamﬂasmmvammmmw (2,253,859) 14,506 (2,253,859) 14,506
mmwumﬂmiammaaﬂmm 1,735,074 764,324 1,727,870 761,363
ﬁ’J%LL‘LIQﬂW»LimﬂLd%ﬁﬂ%%@ﬂéd’)‘ﬁﬁ’l%\lmﬁa - - (21,016,014) (23,081,308)
mwmaammmuammaummmﬁmwﬂ@ (456,585) (456,585) - -
mwmaqmﬂmuamsmmum%ma 8,259 - - -
ﬁw”lsmrmﬁ@‘hLﬁmmﬁaumimgmuﬂaﬂuﬁuﬁwﬁ
LRTARRUA LI 5 238,083,414 101,863,721 212,705,470 78,221,032
ﬁw%wa‘@hl,ﬁmma@md (WANTL)
aﬂ‘mmim (155,907,180) 29,243,957 (107,887,425) 28,450,970
aﬂwumsmﬂamwmmmmm - - (17.673.,675) 15,152,882

QTWM - U3ty
3y -
FUAIAILARD
aumwamunwau
mmm‘[mmmmaﬁm@u
muamgmmmmmu GLLEN)

59,837,017
(32,157,013)

(324,803,415)
(36,674,353)
(22,037,982)

356,714
59,837,017
(31,602,340)

(324,803,415)
(36,785,092)
(22,037,982)

Wmilne 460,782 (2,176,883) 855,914 (2,176,883)
Wmi - USEneee - - (5,449,478) 10,067,990
muaumun&mau 43,921,443 (85,267,390) 51,101,407 (90,871,234)

Nua@awmm iﬂﬂu ) NANTING WAL 154,238,463 (339,852,345) 162,243,604 (344,781,732)
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Couns:ualﬁuao
ash Flow Statements

PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES

For the years ended 31 DECEMBER 2006 AND 2005

Consolidated

(Unit : Baht)

The Company Only

2006 2005 2006 2005
Cash flows from (used in) operating activities :
Net (loss) income 198,234,248 (10,436,578) 198,234,248 (10,436,578)
Adjustments to reconcile net income to net
cash provided by (paid from) operating activities :-
Depreciation 38,723,556 31,231,333 33,970,267 30,216,328
Loss from diminution in value of inventories - 80,746,721 - 80,746,721
Allowance for doubtful accounts 2,092,721 - 2,042,958 -
Unrealised (gain) loss on exchange (2,253,859) 14,506 (2,253,859) 14,506
Loss on sales of equipment 1,735,074 764,324 1,727,870 761,363
Share of income from investments
accounted for under equity method - - (21,016,014) (23,081,308)
Income from amortisation of nagative goodwill (456,585) (456,585) — -
Expense from amortisation of goodwill 8,259 - - -
Income from operating activities before
changes in operating assets and liabilities 238,083,414 101,863,721 212,705,470 78,221,032
Decrease (increase) in operating assets
Trade accounts receivable (155,907,180) 29,243,957 (107,887,425) 28,450,970
Trade accounts receivable - related party - - (17,673,675) 15,152,882

Amounts due from subsidiary company

Inventories
Other current assets
Refundable corporate income tax

Increase (decrease) in operating liabilities

Trade accounts payable

Amounts due to subsidiary companies

Other current liabilities
Net cash flows from (used in)
operating activities

The accompanying notes are an integral part of the financial statements.

59,837,017
(32,157,013)

(324,803,415)
(36,674,353)
(22,037,982)

356,714
59,837,017
(31,602,340)

(324,803,415)
(36,785,092)
(22,037,982)

460,782 (2,176,883) 855,914 (2,176,883)
- - (5,449,478) 10,067,990
43,921,443 (85,267,390) 51,101,407 (90,871,234)
154,238,463 (339,852,345) 162,243,604 (344,781,732)
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% Aa

Yoy anTTudIusa AN
Rudadussninldmiy -
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(e 1)
UM IRUIIN JUMTRULANZDILS N
2549 2548 2549 2548
25,071,649 (58,658,037) 25,071,649 (58,658,037)
(3,002,799) - (3,798,860) -
9,531,145 - 9,531,145 -
- - (6,112,847) -
1,461,297 706,893 989,813 440,096
(352,671,902) (168,444,982) (344,581,057) (167,434,303)
- - - 15,000,000

(319,610,610)

(226,396,126)

(318,900,157)

(210,652,244)

270,303,139 304,265,053 271,357,471 303,192,648
(1,567,943) - - N
(30,000,000) 40,000,000 (40,000,000) 40,000,000
(72,215,000) (150,190,000) (72,215,000) (150,190,000)
3,500,000 3,500,000 3,500,000 3,500,000
170,020,196 197,575,053 162,642,471 196,502,648
4,648,049 (368,673,418) 5,985,918 (358,931,328)
41,333,260 410,006,678 18,100,077 377,031,405
45,981,309 41,333,260 24,085,995 18,100,077
29,985,671 14,921,364 28,303,957 14,889,635
28,777,294 124,235,855 17,933,500 115,496,854



Couns:ualﬁuao (o)
ash Flow Statements (Continued)

PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES
For the years ended 31 DECEMBER 2006 AND 2005
(Unit : Baht)

Consolidated The Company Only

2006 2005 2006 2005
Cash flows from (used in) investing activities :
Decrease (Increase) in restricted bank deposits25,071,649 (58,658,037) 25,071,649 (58,658,037)
Cash Paid to acquire investment in
subsidiary company (Note 10) (3,002,799) - (3,798,860) -
Decrease in deposit for machinery 9,531,145 - 9,531,145 -
Loan to subsidiary company - - (6,112,847) -
Proceeds from sales of equipment 1,461,297 706,893 989,813 440,096

Acquisition of property, plant
and equipment

Dividend received from subsidiary company
Net cash flows used in investing activities

Cash flows from (used in) financing activities :
Increase in bank overdrafts and short-term

(352,671,902)

(168,444,982)

(344,581,057)

(167,434,303)
15,000,000

(319,610,610)

(226,396,126)

(318,900,157)

(210,652,244)

loans from financial institutions 270,303,139 304,265,053 271,357,471 303,192,648
Cash paid for financial lease payable (1,567,943) - - -
Cash receipt (repayment) short-term

loans to its parent company (30,000,000) 40,000,000 (40,000,000) 40,000,000

Dividend paid
Cash received from the exercise

(72,215,000)

(150,190,000)

(72,215,000)

(150,190,000)

of the warrants 3,500,000 3,500,000 3,500,000 3,500,000
Net cash flows from financing activities 170,020,196 197,575,053 162,642,471 196,502,648
Net increase (decrease) in cash and
cash equivalents 4,648,049 (368,673,418) 5,985,918 (358,931,328)
Cash and cash equivalents at beginning of year 41,333,260 410,006,678 18,100,077 377,031,405
Cash and cash equivalents at end of year 45,981,309 41,333,260 24,085,995 18,100,077
Supplemental cash flows information
Cash paid during the year for :-
Interest expenses 29,985,671 14,921,364 28,303,957 14,889,635
Corporate income tax 28,777,294 124,235,855 17,933,500 115,496,854

The accompanying notes are an integral part of the financial statements.
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PACIFIC PIPE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
For the years ended 31 DECEMBER 2006 AND 2005

1. GENERAL INFORMATION
Pacific Pipe Public Company Limited (“The Company”) is a public company incorporated and
domiciled in Thailand. Its parent company is Tang Mong Seng Holding Company Limited, which
was incorporated in Thailand. The Company is principally engaged in the manufacture and
distribution of steel pipes for construction work and its registered address is 298, 298/2, SoOi
Klabcharoen, Suksawat Road, Tambon Pakklongbangplakod, Amphur Phrasamutjedi, Samutprakarn.

2. BASIS OF PREPARATION
The financial statements have been prepared in accordance with accounting standards
enunciated under the Accounting Profession Act B.E. 2547. The presentation of the financial
statements has been made in compliance with the stipulations of the Notification of the Department
of Business Development dated 14 September 2001, issued under the Accounting Act B.E. 2543.
The financial statements have been prepared on a historical cost basis except where
otherwise disclosed in the accounting policies.

3 BASIS OF CONSOLIDATION
3.1 The consolidated financial statements include the financial statements of the Company and
the following subsidiary companies:

Assets as a Revenues as a
percentage to the percentage to the
consolidated total consolidated total

Percentage of Country of assets as at revenues for the year
Company' s name Nature of business shareholding incorporation 31 December ended 31 December
2006 2005 2006 2005 2006 2005
Percent  Percent Percent  Percent Percent  Percent

Held by the Company

Tamose Trading Co., Ltd. Engaged in distribution 99.94 99.94 Thailand 49 3.7 63.8 58.0
of steel pipes for
construction work

Meesup Transport Co,, Ltd. Engaged in transportation 99.97 - Thailand 11 - 0.1 -

3.2 In January 2006, the Company made on investment of approximately Baht 3.8 million in
Meesup Transport Company Limited equivalent to 99.97 percent of its paid up capital. The
Company has therefore included the assets and liabilities and results of operations of this
company in the consolidated financial statements for the current year.

3.3 Material balances and transactions between the Company and its subsidiary companies
have been eliminated from the consolidated financial statements.

3.4 Investments in the subsidiary companies as recorded in the Company's books of account
are eliminated against the equity of the subsidiary companies. The resultant differences are
amortised over a period of 10 years commencing as from the date of acquisition of the

investment.

4. ADOPTION OF NEW ACCOUNTING STANDARDS
In October 2006, the Federation of Accounting Professions issued Notification No. 26/2006 regarding
Accounting Standard No. 44 “Consolidated Financial Statements and Accounting for Investments in
Subsidiaries” (Amendment No. 1), under which investments in subsidiaries, jointly controlled entities
and associates are to be presented in the separate financial statements under the cost method
rather than the equity method. Entities which are not ready to adopt the cost method in 2006 can
continue to use the equity method through the end of 2006 and adopt the cost method as from 1

January 2007.

In this regard, the Company has elected to adopt the change in 2007. Adoption of the change
in 2007 will necessitate the restatement of the Company's 2006 separate financial statements to be
presented for comparative purposes along with the financial statements for 2007. The restatement
will have the effect of decreasing net income in the separate income statement for 2006 by
approximately Baht 21 million (Baht 0.16 per share) and decreasing net worth in the balance sheet
at 31 December 2006 by approximately Baht 45 million.
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SIGNIFICANT ACCOUNTING POLICIES

5.1

5.2

5.3

5.4

5.5

5.6

5.7

5.8

Revenue Recognition
Sales of goods

Sales of goods are recognised when the significant risks and rewards of ownership of
the goods have passed to the buyer. Sales are the invoiced value, excluding value added
tax, of goods supplied after deducting discounts and allowances.

Cash and cash equivalents

Cash and cash equivalents consist of cash in hand, cash at bank, and all highly liquid
investment with an original maturity of three months or less and not subject to withdrawal
restrictions.

Trade accounts receivable

Trade accounts receivable are stated at the net realisable value. Allowance for doubtful
accounts is provided for the estimated losses that may be incurred in collection of receivables.
The allowance is generally based on collection experiences and analysis of debtor aging.

Inventories
Finished goods are valued at the lower of cost (weighted average method) and net
realisable value. Such cost includes all production costs and attributable factory overheads.
Raw materials and factory supplies are valued at the lower of cost (weighted average
method) and net realisable value and are charged to production costs whenever consumed.

Investments
Investments in subsidiary companies are accounted for under the equity method.

Property, plant and equipment/Depreciation

Land is stated at cost. Plants and equipment are stated at cost less accumulated
depreciation and allowance for loss on impairment of assets (if any).

Depreciation of plants and equipment acquired from 1 January 2003 is calculated by
reference to their costs on the straight-line basis over the following estimated useful lives :-

Plants 20 years
Machinery and factory equipment - 5,10 years
Office equipment - 5 years
Computers - 3 years
Motor vehicles - 5 years

Depreciation of plant and equipment acquired prior to 1 January 2003 is calculated using
the declining basis at the rate of 10 - 33 per annum.

Depreciation is included in determining income.

No depreciation is provided for land and construction in progress.

Capitalisation of interest cost

Interest cost on borrowings for use in factory construction, is capitalised as part of the
cost of those assets and will be ceased when the construction is completed or when the
construction is suspended until the construction resumes.

Related party transactions

Related parties comprise enterprises and individuals that control, or are controlled by, the
Company, whether directly or indirectly, or which are under common control with the
Company.

They also include associated companies and individuals which directly or indirectly own
a voting interest in the Company that gives them significant influence over the Company, key
management personnel, directors and officers with authority in the planning and direction of
the Company’'s operations.
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5.9

5.10

Long-term leases

Leases of motor vehicles which transfer substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases are capitalised at the lower of
the fair value of the leased assets and the present value of the minimum lease payments.
The outstanding rental obligations, net of finance charges, are included in other long-term
payables, while the interest element is charged to the income statements over the lease
period. The asset acquired under finance leases is depreciated over the shorter of the
useful life of the asset and the lease period.

Foreign currencies

Foreign currency transactions are translated into Baht at the exchange rates ruling on
the transaction dates. Assets and liabilities denominated in foreign currencies outstanding
at the balance sheet date are translated into Baht at the exchange rates ruling on the
balance sheet date.

Gains and losses on exchange are included in determining income.

Impairment of assets

The Company assesses at each reporting date whether there is an indication that an
asset may be impaired. If any such indication exists, the Company makes an estimate of the
asset's recoverable amount. Where the carrying amount of the asset exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.
Impairment losses are recognised in the income statement. (An asset’s recoverable
amount is the higher of fair value less costs to sell and value in use.)

Employee benefits
Salary, wages, bonuses and contributions to the social security fund and provident fund
are recognised as expenses when incurred.

Income tax
Income tax is provided for in the accounts based on the taxable profits determined in
accordance with tax legislation.

Use of accounting estimates

Preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions in certain circumstances,
affecting amounts reported in these financial statements and related notes. Actual results
could differ from these estimates.

RELATED PARTY TRANSACTIONS

During the years, the Company and its subsidiaries had significant business transactions

with related parties, which have been concluded on commercial terms and bases agreed upon in
the ordinary course of businesses between the Company and those companies. Below is a

summary of those transactions.

(Unit : Million Baht)
Consolidated The Company Only Pricing Policy
2006 2005 2006 2005
Transactions with parent company
Interest expense 18 - 08 - 4510 5.5 percent per annum
Transactions with subsidiary companies
(eliminated from the consolidated
financial statements)

Sales of goods - - 1909.6 17510 Similar to market price
Office rental income - - 15 0.4 Contract price
Commission paid - - 144 16.1 Contract price

Transportation expenses - - 207

Similar to market price

Transactions with management
and directors
Land rental 26 1.2 26 1.2 Contract price
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The balances of the accounts as at 31 December 2006 and 2005 between the Company and those related parties are as follows:

(Unit : Baht)
Consolidated The Company Only
2006 2005 2006 2005
Trade accounts receivable - related party
Subsidiary company
Tamose Trading Co., Ltd. - - 50,471,007 32,797,332
Amounts due from subsidiary company
Tamose Trading Co., Ltd. - - - 356,714
Loan to subsidiary company
Meesup Transport Co,, Ltd. - - 6,112,847 -
Amounts due to subsidiary companies
Tamose Trading Co., Ltd. - - 7,189,500 13,404,703
Meesup Transport Co,, Ltd. - - 765,725 -
Total amounts due to subsidiary companies - - 7,955,225 13,404,703
During 2006, movements of loan to subsidiary company and short-term loans from parent company were as follow: -
(Unit : Baht)
Consolidated
Balance as at Movement during the year Balance as at
1 January 2006 Increase Decrease 31 December 2006
Short-term loans from its parent company
Tang Mong Seng Holding Co., Ltd. 40,000,000 20,000,000 (40,000,000) 20,000,000
(Unit : Baht)
The Company Only
Balance as at Movement during the year Balance as at
1 January 2006 Increase Decrease 31 December 2006
Loan to subsidiary company
Meesup Transport Co,, Ltd. - 7,000,000 (887,153) 6,112,847
Short-term loans from its parent company
Tang Mong Seng Holding Co., Ltd. 40,000,000 - (40,000,000) -

Directors and management’s remuneration

In 2006 the Company and its subsidiaries paid salaries, bonus, meeting allowances and gratuities
to their directors and management totaling Baht 29.2 million (The Company only: Baht 20.0 million)
(2005: Baht 27.1 million, The Company only: Baht 19.5 million).

7. TRADE ACCOUNTS RECEIVABLE
The outstanding balances of trade accounts receivable as at 31 December 2006 and 2005 are aged, based on due date, as

follows:
(Unit : Baht)
Consolidated The Company Only
2006 2005 2006 2005
Subsidiary company
Not yet due - - 45,862,870 32,784,381
Past due up to 3 months - - 4,608,137 12951
Total - - 50,471,007 32,797,332
Unrelated parties
Not yet due 204,081,557 74,665,437 141,727,570 38,689,463
Past due

Upto 3 months 40,976,965 16,544,346 13,203,523 9,887,269

3- 6 months 1,126,484 - 40,677 -

6 - 12 months 2,013,660 - 2,014,216 -

Over 12 months 3,219,249 3,190,508 3,219,249 3,190,508
Total 251,417,915 94,400,291 160,205,235 51,767,240
Less: Allowance for doubtful accounts (5,283,229) (3,190,508) (5,233,465) (3,190,508)
Net 246,134,686 91,209,783 154,971,770 48,576,732
Trade accounts receivable-net 246,134,686 91,209,783 205,442,777 81,374,064
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INVENTORIES
(Unit : Baht)
Consolidated/The Company Only
2006 2005
Raw materials 536,005,874 695,205,024
Finished goods 404,476,923 383,459,824
Factory supplies 8,829,213 11,230,900
Total 949,312,010 1,089,895,748
Less : Allowance for diminution in value of inventories - (80,746,721)
Inventories - net 949,312,010 1,009,149,027

RESTRICTED BANK DEPOSITS
These represent fixed deposits pledged with the banks to secure credit facilities.

INVESTMENTS ACCOUNTED FOR UNDER EQUITY METHOD
These represent investments in ordinary shares in the following subsidiary companies.
(Unit: Thousand Baht)
Carrying amounts based on equity method

Paid-up  Shareholding Cost Consolidated ~ The Company Only Dividend
Company's name Capital percentage 2006 2005 2006 2005 2006 2005 2006 2005
1. Tamose Trading Co., Ltd. 1,000 99.94% 999 999 - - 44,172 24,855 - 15,000
2. Meesup Transport Co,, Ltd. 2000 99.97% 3,799 - - - 5,498 - - -
Total investments accounted for under equity method 4,798 999 - - 49,670 24,855 - 15,000

On 26 January 2006, the Company's Board of Directors Meeting No.1/2006 approved investment
in Meesup Transport Co., Ltd., whereby 19,994 ordinary shares, equal to 99.97% of the total registered
and paid up share capital (20,000 ordinary shares of Baht 100 each) are to be acquired for a total
of approximately Baht 3.8 million. The fair value of the assets acquired and liabilities assumed are
as follows:

(Unit : Baht)
Cash and cash equivalents 796,061
Other current assets 711,221
Equipment - net 17,499,870
Promissory note (10,000,000)
Trade accounts payable (883,695)
Other current liabilities (2,040,487)
Other non-current liabilities (2,292,369)
Net acquired assets 3,790,601
Goodwill (Fully amortised during the year) 8,259
Cash paid for purchase of subsidiary 3,798,860
Less : Cash and cash equivalents of subsidiary company (796,061)
Cash flows used in acquisition - net 3,002,799

NEGATIVE GOODWILL
Movements in the balance of negative goodwill from investment in subsidiary company during the years can be
summarised as follows: -

(Unit: Baht)
Consolidated
2006 2005
Balance as at 1 January 3,652,674 4,109,259
Amortised as income during the years (456,585) (456,585)
Balance as at 31 December 3,196,089 3,652,674
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PROPERTY, PLANT AND EQUIPMENT

Cost

As at 31 December 2005

Additions

Disposals

Transfer in (transfer out)

Capitalised interest

Acquisitions of subsidiary
during the year

As at 31 December 2006

Accumulated depreciation

As at 31 December 2005

Depreciation for the year

Depreciation on disposals

Acquisitions of subsidiary
during the year

As at 31 December 2006

Net book value
31 December 2006
31 December 2005

Depreciation for the year

Cost

As at 31 December 2005
Additions

Disposals

Transfer in (transfer out)
Capitalised interest

As at 31 December 2006

Accumulated depreciation
As at 31 December 2005
Depreciation for the year
Depreciation on disposals
As at 31 December 2006

Net book value
31 December 2006
31 December 2005

Depreciation for the year

(Unit : Baht)
Consolidated
Land Machinery Construction
and land and factory Office Motor in
improvements Plants equipment equipment vehicles progress Total
97,367,760 255,654,691 362,536,755 33,070,238 8,037,279 142,004,034 898,670,757
- - 4,246,846 3,544,659 1,831,416 342,652,902 352,275,823
- - (5,354,764) (971,024) (590,790) - (6,916,578)
- 4,024,705 15,099,926 1,678,649 7,088,869 (27,892,149) -
- - - - - 396,079 396,079
- - - 33,170 24,884,395 - 24,917,565
97,367,760 259,679,396 376,528,763 37,355,692 41,251,169 457,160,866 1,269,343,646
- 83,048,331 249,027,858 19,454,451 5,684,882 - 357,215,522
- 9,439,317 20,364,511 4,428,786 4,490,942 - 38,723,556
- - (2,702,360) (883,503) (134,344) - (3,720,207)
- - - 6,351 7,411,344 - 7,417,695
- 92,487,648 266,690,009 23,006,085 17,452,824 - 399,636,566
97,367,760 167,191,748 109,838,754 14,349,607 23,798,345 457,160,866 869,707,080
97,367,760 172,606,360 113,508,897 13,615,787 2,352,397 142,004,034 541,455,235
Year 2006 (Baht 25.25 million included in manufacturing cost, and the balance in selling and administrative expenses) 38,723,556
Year 2005 (Baht 24.55 million included in manufacturing cost, and the balance in selling and administrative expenses) 31,231,333
(Unit : Baht)
The Company Only
Land Machinery Constructio
and land and factory Office Motor in
improvements Plants equipment equipment vehicles progress Total
97,367,760 255,654,691 362,536,755 28,921,413 7,306,303 142,004,034 893,790,956
- - 4,246,846 3,133,323 1,240,776 335,564,033 344,184,978
- - (5,354,764) (834,254) - - (6,189,018)
- 4,024,705 15,099,926 1,678,649 - (20,803,280) -
- - - - - 396,079 396,079
97,367,760 259,679,396 376,528,763 32,899,131 8,547,079 457,160,866 1,232,182,995
- 83,048,331 249,027,858 17,618,853 5,531,091 - 355,226,133
- 9,439,317 20,364,511 3,596,877 569,562 - 33,970,267
- - (2,702,360) (768,975) - - (3,471,339)
- 92,487,648 266,690,009 20,446,755 6,100,653 - 385,725,065
97,367,760 167,191,748 109,838,754 12,452,376 2,446,426 457,160,866 846,457,930
97,367,760 172,606,360 113,508,897 11,302,560 1,775,212 142,004,034 538,564,823
Year 2006 (Baht 25.25 million included in manufacturing cost, and the balance in selling and administrative expenses) 33,970,267
30,216,328

Year 2005 (Baht 24.55 million included in manufacturing cost, and the balance in selling and administrative expenses)

The Company has mortgaged land with structures thereon and part of machinery with a total

net book value as at 31 million as collateral for short-term credit

December 2006 of Baht 248.1

facilities granted by commercial banks.
During 2006, the Company capitalised interest cost of approximately Baht 0.4 million as part of

factory construction.

As at 31 December 2006, certain equipment items of the Company and its subsidiary companies
have been fully depreciated but are still in use. The original cost of those assets amounted to
approximately Baht 8.7 million (2005: Baht 11.4 million) (The Company only: Baht 8.3 million, 2005: Baht

11.2 million).

ANNUAL REPORT 2006 @

Pacific Pipe Public Company Limited



uAsn

Mmpumani

puULe

(Nnawun)

13.

14.

15.

16.

KUNEIKQUS:NOUDUNMSIDUSIU
ofes to Consolidated Financial Statements

L9aebdin Lﬂ%‘iJﬂJ‘mLa"N%ﬂﬂNi"ﬂ"ﬁ%Qﬁﬂan’lﬂ%ﬂTﬁN%

Lauummuumml,avmuﬂstvavaumﬂamuumiuu o A 31 Fes 2549 Uae 2548 1sznavUd
(v 1)

dompand MU JUMNITARINIDI T

(Bouawsial)) 2549 2548 2549 2548
ﬁmﬁmﬁuﬁzﬁmmﬁ 8% 18,074 1,166,381 - 93,976
L@ungmua“ﬁumﬂamwmmu 6.35% - 6.50% 530,152,538 281,147,990 530,152,538 281,147,990

Lﬂ?%%“/\‘iﬂ@i‘ﬁﬂ 6.86% — 7.20% 58,573,005 37,829,394 58,573,005 37,829,394
T 588,743,617 320,143,765 588,725,543 319,071,360

’g\‘ilﬁmﬁﬂLﬁuﬁzy%'mﬂﬁmmiLLaSLﬁuﬁﬁmzEJ35%@11ﬂﬁmmiwmisﬁémaau%ﬂw uarUSEneaamuseiulag
o anhifydrhnuseawessiEn Wudwaw 34 auum

o AANUBY/ANNTAGAU 010197 waAFEIINITBILEHNY Lshn FefiyamgnieadBidudiwin 2481 dmum
LaNAUIBINTINNITVDILS TV

YI%L‘SE%‘VT%

WoTuA 4 W‘E]@T’Qﬂ’]%l% 2548 UIWN“ vL@GﬂLWHﬂ'ﬁQ@WWL‘UEJHLWN'V]%V]BE]TW’M%’]EJLLaJD’Tﬁ“L@]NNa@’WLLa’]?ﬂﬂﬂ’]‘iﬁlsﬁ
ﬂ“/]‘ﬁ@ﬂ&lillﬂ?ﬂmLLﬂ@ﬂﬂ‘WﬁﬂUﬂiu‘W?’NWWmﬁﬁﬁ ﬂ?%ﬁﬂﬂ?iiﬁﬁﬂ‘ﬂﬁ@ﬂ&liﬂﬂﬁﬂmLLﬂ@ﬂﬁVI‘EQW%’J% 3.5 QUL (W%HWNWQW%’J%
350,000 1/1% mm‘mav 10 1) “mSL‘Vi o WA 31 TwNaN 2548 LSHYM NV]‘HMBBHLLGQ,%WSVLWNNG@WLLﬁ’JLU%QW%’J%
656,500,000 U (ﬁﬂ%ﬂﬁllill 65,650,000 ‘1/1% Nﬁﬂ?%%ﬂu 10 ‘]_ﬂ“/])

I@amﬁuawﬂsvﬁﬁmmmmaamuﬁivmﬁ 2549 UYRILIHVI mmu‘w 7 LN 2549 Vl,@aum o5 Lﬁaaw,mm
Namwmﬂ’mamuﬁmmmmmm% mrmamwmﬂwamuammmuau 10 UM (muamm 66,000,000 ‘m Nam‘may
10 mw) Lﬂumamwmﬂ’muau 5 UM (wuamm 132,000,000 vm, Namwuau 5 179) FILSHN ”Lm@mmwmaauuﬂaq
aqammuwmw AUNTENTHNMTBENDIUN 25 e 2549

Waduil 2 woednew 2549 UIHNY Téafiunisaansy LuamwmuwaaﬂmmmaLLayﬁmivL@mmmLLm
mﬂmﬂsﬁﬂmmﬂum@mLLﬂmﬁwﬁﬂmﬁ YN mmum{lﬂﬁammﬂum@mLLamawﬁmaamwmmmu 3.5 ATULW
(mmmmmmu 700,000 vm mmwuav 5 11%) YW s Fufl 31 Funen 2549 U5V m‘maaﬂLLawmivmmamLLm
WS Uit 660,000,000 LN (nummy 132,000,000 'v;u gamﬂquas 5 1)

s[mimmuama‘nﬁ

Waduf 31 Auran 2547 wﬂiu%mammmawmaqmwwﬂ 1efudlFeanuasiavaae luddyuansdnd
Mmuammmamwn S 0.7 e U AEYY T@yvl,mmam sL‘Uﬁ’](v‘lmLLﬁ@dﬁMﬁ@dﬂm’Jﬁ?Nﬁﬂ
Elsﬁa‘wmmmLﬂwuammmaqmwn El,mwmmuav 10 U™ (':tmmmaqamwmﬂa I@ammu@%ﬁm 2 039 avmmm
maﬂumﬂmLLﬂ@dﬂWﬁﬂ@iUﬂﬁa@fﬁimahm@mLLﬁmﬁwmmamu 1 Puay 2 T fuanunesnuasauanandnnine
(28 AN 2547) GL‘]_Im@mJLLﬂ@Gm’]ﬁ@dﬂaW’va@?m‘VlumEJ%L‘]J%‘M@WV]S‘WHi‘%@]ﬂ?@%ﬁﬂ%?ﬂ/\mLm&‘]_humﬂ\l‘ﬂﬂ

LLawawﬁmammmaamwmaqma:rw mﬂanm‘lmmaummsa@fﬁimuammwaummu 0.7 am‘m LW@?BGTLI
ﬂ?ii%ﬁ“ﬂﬁ@]’miuﬁ?@mLLﬁ@Nﬁwﬁﬂﬂysﬁaﬂuﬁ’]é\lm(ﬂdﬂa’]’]

dleudt 28 aaen 2548 K ludduansdnBImIL 0.35 Anmheeniivy 16 ¥ vszeduaiiyma 10 uw
davumndudmoudu 3.5 Smuwm

’Q']ﬂﬂ’ﬁi’m’i‘i:w]“’l \IL@WL‘UﬁEJ%LL‘JJﬁdNaQWMMWG]??»L’JQWTWLQN%HGU 10 U L‘JJ‘HM‘HBU 5 UM G]WNWT]@W’JVL’]SLH%N’]EJLW@]
U‘i”ﬂaUdUﬂ’]’iLQ%‘ﬂa 14 ZLINasl'mE]@]‘i’]ﬂ’]’islfﬁﬂ“/]‘ﬁLLa‘”ﬁ']@Wﬂ?‘iiﬁﬁ%ﬁﬂladﬁlﬂﬁﬁﬁmLLﬂ(ﬂ\‘iﬂV]‘ﬁVl’Q“‘ﬁa%uﬁ']&lm‘ﬂa\‘m‘iiﬂ"ﬂ“’l
Q\IfﬂiL‘ﬂaEJ%LLUﬂG@@ﬁWGLWNLﬂ%GL‘LIﬂWﬂO_ILLﬂ@dﬂ‘*/Iﬁ 1 ﬁ%ﬁﬂﬂ?&??ﬂ“ﬁa%%ﬂﬁkm 2 ‘1/1% EL‘LL?W@WW%ER“ 5 UM

LN@’J‘HM 27 AN 2549 wnﬂuﬁmmuﬁmﬁwmmu 0.35 ATUNUILVBILSTENM \léﬂsﬁﬁ%ﬁ‘ﬁa%%ﬁﬁNmfﬂﬁ%’J% 0.7 mmm
ELUGWWQJLLHGNH‘Y]‘E 1 %%’JHWB%%&WNQJ 2 ‘1/1% Slmmmuau 5 UIN FuduuEu 3.5 Swmum ‘Y]']ELm‘U’dWﬂD_I
LEASRYIDYNNNG 0.7 aﬁ%‘ﬁ%’)ﬂ»l,@ﬂﬂ%WNWSLGﬁﬂWEWQJﬁa%%ﬁWNZULLa’J‘YlO’m%’J%

uduwa
a@ﬁ@a TISUTINS Suthing
(uLm) (Lvsiav)
Suthinasernemayseant 2549 mﬂivﬁmmﬂmmﬂmumw
Wa'ud 10 Ronen 2549 7221 0.55
Tt hipasnwsut 2549 7221 0.55
Guthssanrilstl 2547 mﬂmumnammmﬂivmﬂmaaUW%
i 29 Swen 2548 150.19 2.30
TuthupadmSut 2548 150.19 2.30

@ shieouUls:oU 2549



N

13.

14.

15.

16.

KUN8IKQUS:NOUDUNMSIDUSIU
otes to Consolidated Financial Statements

BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS
Bank overdrafts and short-term loans from financial institutions as at 31 December 2006 and 2005 were as follows:

(Unit : Baht)
Interest rate Consolidated The Company Only
(percent per annum) 2006 2005 2006 2005
Bank overdrafts 8% 18,074 1,166,381 - 93976
Short-term loans from financial institutions 6.35% - 6.50% 530,152,538 281,147,990 530,152,538 281,147,990

Trust receipt 6.86% ~ 7.20% 58,573,005 37,829,394 58,573,005 37,829,394
Total 588,743,617 320,143,765 588,725,543 319,071,360

Bank overdrafts and short-term loans from financial institutions of the Company and its
subsidiaries are secured by the followings:

e Pledge of the Company's fixed deposits amounting to Baht 34 million.
e Mortgage/pledge of the Company's land, plants and part of machinery, with net book values
amounting to Baht 248.1 million and land of the Company's director.

SHARE CAPITAL

On 4 November 2005, the Company registered an increase in its share capital issued and fully
paid of Baht 3.5 million (350,000 ordinary shares of Baht 10 each) with the Ministry of Commerce,
being the result of the exercise of the warrants. The Company consequently had issued and
fully paid-up share capital of Baht 656,500,000 (65,650,000 ordinary shares of Baht 10 each) as at
31 December 200s.

The 2006 Annual General Meeting of the Company's shareholders held on 7 April 2006 passed
resolutions approving a change in the par value of the ordinary shares from Baht 10 each
(66,000,000 ordinary shares of Baht 10 each) to Baht 5 each (132,000,000 ordinary shares of Baht s
each). The Company registered the change in the par value of the ordinary shares with the
Ministry of Commerce on 25 April 200e.

On 2 November 2006, the Company registered an increase in its share capital issued and fully
paid of Baht 3.5 million (700,000 ordinary shares of Baht 5 each) with the Ministry of Commerce, being
the result of the final exercise of the warrants. The Company consequently had issued and fully
paid-up share capital of Baht 660,000,000 (132,000,000 ordinary shares of Baht 5 each) as at 37
December 200e.

WARRANTS

On 31 March 2004, the Extraordinary General Meeting of the Company's shareholders passed
a resolution to issue 0.7 million warrants free of charge to the Company's directors. The warrants
had an exercise price of Baht 10 per ordinary share (par value) and there are two exercise dates,
one year and two years after the issue of the warrants (28 October 2004), on each of which half
of the warrants can be exercised. The warrants are not listed on the Stock Exchange of Thailand.

In addition, the aforementioned Extraordinary General Meeting of the Company’s shareholders
passed a resolution to allocate 0.7 million shares to be reserved for the exercise of such warrants.

On 28 October 2005, the warrant holders exercised 0.35 million of the Company's warrants to
purchase ordinary shares at a price of Baht 10 per share, a total of Baht 3.5 million.

As a result of the change in the par value of the Company's ordinary shares from Baht 10 to
Baht 5, as addressed in note 14 to the financial statements, the Company adjusted the exercise
ratio and price of the warrants such that 1 warrant can be exercised to purchase 2 ordinary shares
at a price of Baht 5 per share.

On 27 October 2006, the warrant holders exercised 0.35 million of the Company’s
warrants to purchase of 0.7 million ordinary shares (1 warrant per 2 ordinary shares) at a price of
Baht s per share, a total of Baht 3.5 million. As a result of this exercise, 0.7 million of the Company’'s
warrants are all exercised to purchase ordinary shares.

DIVIDENDS
Approved by Total dividends Dividends
(Million Baht) (Baht per share)
Interim dividends for 2006 Board of Directors’ Meeting on
10 August 2006 72.21 055
Total dividends for 2006 7221 0.55
Final dividends from 2004 income Annual General Meeting of the
shareholders on 29 March 2005 150.19 230
Total dividends for 2005 150.19 230
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STATUTORY RESERVE

Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required
to set aside to a statutory reserve at least 5 percent of its net income after deducting accumulated
deficit brought forward (if any), until the reserve reaches 10 percent of the registered capital. The
statutory reserve is not available for dividend distribution.

NUMBER OF EMPLOYEE AND RELATED COSTS

Consolidated The Company Only
2006 2005 2006 2005
Number of employees at end of year (persons) 432 333 353 285

Employee costs for the year (Thousand Baht) 100,034 75,127 74,768 60,937

EARNINGS PER SHARE
Basic earnings per share is calculated by dividing the net income (loss) for the year by the
weighted average number of ordinary shares in issue during the year.

Diluted earnings per share is calculated by dividing net income (loss) for the year by the
weighted average number of ordinary shares in issue during the year plus the weighted average
number of ordinary shares which would need to be issued to convert all dilutive potential ordinary
shares into ordinary shares. The calculation assumes that the conversion took place either at the
beginning of the year or on the date the potential ordinary shares were issued.

Reconciliation between basic earnings per share and diluted earnings per share is presented below:

For the years ended 31 December
Weighted average number

Net income (10ss) of ordinary shares Earnings per share
2006 2005 2006 2005 2006 2005
(Thousand Baht) (Thousand Beht) (Thousand Shares) (Thousand Shares) (Baht) (Baht)

Basic earnings per share

Net income (l0ss) 198,234 (10,437) 131,426 130,724 1.51 (0.08)
Effect of dilutive potential ordinary shares

Warrants for the Company’s directors - - 232 1,022
Diluted earnings per share

Net income (loss) of ordinary shareholders 198,234 (10,437) 131,658 131,746 1.51 (0.08)

As a result of the change in the par value of the Company's ordinary shares from Baht 10 to
Baht 5, as addressed in note 14 to the financial statements, the basic earnings per share and the
diluted earnings per share for the year ended 31 December 2005 were recalculated for the purpose
of comparison with the current years basic earnings per share and diluted earnings per share.

PROVIDENT FUND

The Company and its employees have jointly established a provident fund in accordance with
the Provident Fund Act B.E. 2530. Both employees and the Company contributed to the fund
monthly at the rate of s percent of basic salary. The fund, which is managed by BOA Asset
Management Company Limited, will be paid to employees upon termination in accordance with the

fund rules. During the year 2006, the Company contributed Baht 1.2 million (2005: Baht 1.0 million) to the fund.

COMMITMENTS AND CONTINGENT LIABILITIES
21.1  Capital commitments
As at 31 December 2006, the Company had capital commitments of approximately Baht
3.9 million and USD o.08 million, relating to the construction of factory buildings and acquisition
of machinery.

21.2 Operating lease commitments
The Company has entered into several lease agreements in respect of the lease of land
and motor vehicles.

Future minimum rentals payable under these leases as at 31 December 2006 are as follows:

Million Baht
Payable within :
1 year 3.3
2 to 5 years 10.8
Thereafter 9.3
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23.

21.3  Guarantees

e As at 31 December 2006, there were outstanding bank guarantees of approximately Baht
14.6 million issued by the banks on behalf of the Company in respect of certain performance
bonds as required in the normal course of business.

e As at 31 December 2006, the Company had commitments under letter of credit with
oversea suppliers amounting to approximately USD 2.8 million.

e The Company had commitment under credit card guarantee for its subsidiary company
amounting to Baht 1 million.

FINANCIAL INFORMATION BY SEGMENT

The Company and its subsidiaries’ operations mostly comprise the manufacture and distribution
of steel pipes for construction work for both domestic and export markets. For the year ended
31 December 2006, export sales of the Company and its subsidiaries represented approximately 17
percent (2005 : 18 percent) of total sales, (export sales of the Company only represented approximately
17 percent (2005 : 18 percent) of its sales). The Company and its subsidiaries’ operations are
carried out from a single geographic area in Thailand. As a result, all of the revenues, income and
assets as reflected in these financial statements pertain to the aforementioned business segment
and geographic area.

FINANCIAL INSTRUMENTS
23.1  Financial risk management
The Company and its subsidiaries’ financial instruments, as defined under Thai Accounting
Standard No. 48 “Financial Instruments: Disclosure and Presentations”, principally comprise
cash and cash equivalents, trade accounts receivable, loans, investments, and short-term
loans. The financial risks associated with these financial instruments and how they are
managed is described below.

Credit risk

The Company and its subsidiaries are exposed to credit risk primarily with respect to
trade accounts receivable. The Company and its subsidiaries manage the risk by adopting
appropriate credit control policies and procedures and therefore do not expect to incur
material financial losses. In addition, the Company and its subsidiaries do not have high
concentration of credit risk since they have a large customer base. The maximum exposure
to credit risk is limited to the carrying amounts of receivables as stated in the balance sheet.

Interest rate risk

The Company and its subsidiaries’ exposure to interest rate risk relates primarily to
their cash at banks, bank overdrafts and loans from financial institutions, and short-term
loans from parent company. However, since most of the Company and subsidiaries’
financial assets and liabilities bear floating interest rates or fixed interest rates which are
close to the market rate, the interest rate risk is expected to be minimal.

Foreign currency risk

The Company's exposure to foreign currency risk arises mainly from trading transactions
that are denominated in foreign currencies. The Company seeks to reduce this risk by
entering into forward exchange contracts when it considers appropriate which are mature
within one year.

The balances of financial assets and liabilities denominated in foreign currencies as at 31 December 2006 are
summarised below.

Foreign currency Financial Assets Financial Liabilities Average exchange rate as at 31 December 2006

US dollar

(Million) (Million) (Baht per 1 foreign currency unit)
27 16 36.0932

Foreign exchange contract outstanding as at 31 December 2006 is summarised below.

Foreign currency Sold amount Contractual sold rate

US dollar

(Million) (Baht per 1 foreign currency unit)
03 36,6671
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23.2 Fair values of financial instruments

Since the majority of the Company and its subsidiaries’ financial instruments are
short-term in nature or bear floating interest rates, their fair value is not expected to be
materially different from the amounts presented in the balance sheets.

A fair value is the amount for which an asset can be exchanged or a liability settled
between knowledgeable, willing parties in an arm's length transaction. The fair value is
determined by reference to the market price of the financial instrument or by using an
appropriate valuation technique, depending on the nature of the instrument.

SUBSEQUENT EVENTS

The Board of Directors Meeting No.1/2007 held on 25 January 2007 passed a resolution to
purchase 119,964 of the additionally-issued ordinary shares of Meesup Transport Co., Ltd. (subsidiary
company) with a par value of Baht 100 per share. As a result of the purchase the Company's
shareholding in that company is unchanged.

RECLASSIFICATION

Certain amounts in the financial statements for the year ended 31 December 2005 have been
reclassified to conform to the current year's classifications, with no effect on previously reported
net loss or shareholders’ equity.

APPROVAL OF FINANCIAL STATEMENTS
These financial statements were authorised for issue by the Company's Board of Directors on
21 February 2007.
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