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REPORT OF CERTIFIED PUBLIC ACCOUNTANT e e

ol ol

- | To the Shareholders of Asia Fiber Public Company Limited
T
= I have audited the balance sheets of Asia Fiber Public Company Limited as at June 30, 2606 and 2005, and the
N | related statements of income, changes in shareholders’ equity and cash flows for each of the years then ended. The

h management of the Company is responsible for the correctness and completeness of information presented in these
~ financial statements. My responsibility is to express an opinion on these financial statements based on my audits.
-ﬁ I conducted my audits in accordance with generally accepted auditing standards. Those standards require that I 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. I believe that my audits
= provide a reasonable basis for my opinion.
-—é In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
777 position of Asia Fiber Public Company Limited as at June 30, 2006 and 2005, and the results of its operations and
- . itscash flows foreach of the years then ended in conformity with generally accepted accounting principles.
=
B 4

T 77 777 (Apichart Sayasit) T T

i Certified Public Accountant

T Registration No. 4229

“Tom M.R. & ASSOCIATES CO., LTD.

Ban Bangkok
Aj August 15, 2006
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BALANCE SHEETS

AS AT JUNE 30, 2006 AND 2005
ASSETS
In Baht
Notes 2006 2005

CURRENT ASSETS
Cash and cash equivalents 57,430,551 40,535,639

_Trade account receivables - net -
- Related companies 4 56,277,666 99,389,558
. Other companies 5 191,960,429 168,973,964
Inventories - net 6, 10 400,774,104 494,965,936
Inventories in transit 10 - 2,569,951 90,349,774
Other current assets 26,456,346 17,982,096

" “Total Current Assets 735,469,047 912,696,967

~ NON-CURRENT ASSETS
" Investment in common shares of associated

company - at equity method 7 - -
Invesﬁnent in common shares of other
company (general investment) - at cost 8 500,000 500,000
Property, plant and equipment - net 9,10 484,372,013 492,253,725
Other non-current assets 512,293 520,393
Total Non-Current Assets 485,384,306 493,274,118
TOTAL ASSETS 1,220,853,353 1,405,971,085

ATEERERRRREEERRERNRR

The accompanying notes are an integral part of these financial statements.
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BALANCE SHEETS

== AS AT JUNE 30, 2006 AND 2005
=
LIABILITIES AND SHAREHOLDERS’ EQUITY
= .
= In Baht
- Notes 2006 2005
i CURRENT LIABILITIES "
| Short-term loans from financial institutions 6,9, 10 160,000,000 272,965,660
: Trade account payables 46,395,899 42,693,526
=8 Other current liabilities 38,936,668 36,107,944
;—:TZE Total Current Liabilities 245,332,567 . 351,767,130
= SHAREHOLDERS' EQUITY
i Share capital |
—_— - Authorized share capital, common share .
- 100,000,000 shares.at Baht 10 par value 1,000,000,000 1,000,000,000
\Ji _ - Issued and paid-up share capital, common share
—= 45574266 shares in 2006 and 45,572,498 shares in 2005
at Baht 10 per share 11 T T 455,742,660 T T 455,724,980
i Premium on share capital 369,500,000 369,500,000
s Revaluation increment in land 9 247,992,763 247,992,763
Retained qa.mingsv (deficit)
~mnm .. Appropriated for : e )
- Legal reserve . 12 16,247,500 16,247,500
- General reserve 1,357,626 1,357,626
Deficit (115,319,763) (36,618,914)
Shareholders' Equity - Net \ 975,520,786 1,054,203,955
~ TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 1,220,853,353 1,405,971,085

The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF INCOME
FOR EACH OF THE YEARS ENDED JUNE 30, 2006 AND 2005

In Baht
Notes 2006 2005

REVENUES

Net sales 4 1,436,139,486 - 1,457,966,332
Service income 4,105,115 6,818,567
Other income 4 33,646,288 27,298,254
Total Revenues 1,473,890,889 1,492,083,153
EXPENSES

Cpst of sales 1,435,965,153 1,385,317,641
Cost of services 12,540,370 4,630,902
Selling and administrative expenses 63,530,815 68,066,274
Provision for doubtful accounts - net 4,5 43,134,455 -
Total Expenses 1,545,170,793 1,458,014,817
Profit (i;;s;Al;éft;re Interest Expease and Income Tax (71,279,504) 34,068,336
Interest Expense (7,420,945 (4,410,377)
Income Tax - (7,725,647)
NET PROFIT (LOSS) (78,700,849) 21,932,312
Basic Earnings (Loss) per Share (1.73) 0.48
Weighted Average Number of Common Shares (Shares) 45,573,225 45,572,498

e AEE
é—%n =T = =

The accompanying notes are an integral part of these financial statements.
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=0 FOR EACH OF THE YEARS ENDED JUNE 30, 2006 AND 2005
T it
==
In Baht
ﬂg! Issued and Premium on Revaluati Retained Eamings
e Paid-up ) Share Increment Legal General
B Notes  Share Capital Capital in Land Reserve Reserve Deficit Net
”ﬂ
=4
Balance as at July 1, 2004 455,724,930 369,500,000 250,082,763 16,247,500 1,357,626 . (58,551,226)  1,034,361,643
4
' Reversal of revaluation increment in land 9 - - (2,090,000) - - - (2,090,000)
BRKT | |
— Net profit - - - - - 21,932,312 21,932,312
‘i'_ . Balance as at June 30, 2005 455,724,980 369,500,000 247,992,763 16,247,500 1,357,626 (36,618,914)  1,054,203,955
Increase in share capital 11 17,680 - - - - - 17,680
Net loss - - - - - (78,700,849) (78,700,849)
Balance as at June 30, 2006 455,742,660 369,500,000 247,992,763 16,247,500 1,357,626  (115,319,763) 975,520,786

g The accompanying notes are an integral part of these financial statements.
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STATEMENTS OF CASH FLOWS

FOR EACH OF THE YEARS ENDED JUNE 30, 2006 AND 2005

CASH FLOWS FROM OPERATING ACTIVITIES:

Net profit (loss)

Adjustments to reconcile net profit (loss) to net cash provided
by (used in) operating activities :

Provision for doubtful accounts - net

Provision for decline in value of inventories

Reversal of allowance for slow-moving spare parts
Deprééiation

Gain on disposal of fixed assets

Disposal of spare parts for machinéry

" Unrealized loss (gain) on foreign exchange - net

Decrease (Increase) in Operating Assets:

Trade account receivables

Inventories

- . Inventories in transit

Other current assets
Other non-current assets

Increase (Decrease) in Operating Liabilities:

..——.____Trade account payables

LUDBBU BB DU bOB S B aU Y
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Other current liabilities

~Net Cash Provided by (Used in) Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease in short-term investment in fixed deposit
Cash proceeds from sales of fixed assets

Purchases of fixed assets

Net Cash Used in Investing Activities

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

In Baht
2006 2005
(78,700,849) 21,932,312
43,134,455 .
- 1,000,000
(659,515) (64,378)
46,534,180 50,933,512
(732,071) (1,274,534)
2,939,872 497,590
204,163 (121,845)
(22,715,844) (8,042,117)
94,349,325 (221,283,344)
87,779,823 (43,405,470)
(8,474,250) (5,048,737)
8,100 (8,099)
3,702,373 (4,830,785)
2,831,377 5,503,503
170,201,139 (204,212,392)
- 1,654,237
732,113 1,274,579
(41,090,360) (7,293,979)
(40,358,247) (4,365,163)
WS I
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STATEMENTS OF CASH FLOWS (Continued)
FOR EACH OF THE YEARS ENDED JUNE 30, 2006 AND 2005

CASH FLOWS FROM FINANCING ACTIVITIES:

Increase (decrease) in short-term loans from financial instutions

Repayments of long-term loan

Cash proceeds from increase in share capital

Net Cash Provided by (Used in) Financing Activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

Additional Cash Flow Information:

—C;S'ﬁ‘;)_é}inents during the year for:

- Interest expense

- Income tax (includihg withholding income tax deducted

-~ at sources)

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

In Baht
2006 2005
(112,965,660) 217,817,457
- (18,571,520)
17,680 .

(112,947,980) 199,245,937
16,894,912 (9,331,618)
40,535,639 49,867,257
57,430,551 40,535,639
6,593,203 4,191,132
142,595 10,374,869

Pans N
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements
June 30, 2006 and 2005

1. GENERAL INFORMATION

Asia Fiber Public Company Limited is incorporated in Thailand and listed in the Stock Exchange of Thailand. The
Company is engaged in manufacturing of nylon products. Total employees of the Company at the end of the years
were 944 in 2006 and 1,095 in 2005. The employee costs for the years 2006 and 2005 amounted to Baht 168.5
million and Baht 176.0 million, respectively. The Company’s office and factory addresses are as follows:

Ofﬁce 1 27th Floor, Wall Street Tower, 33/133-136 Surawongse Road, Suriyawongse, Bangrak, Bangqu, T'}_lgilaxld

'
{
!

|
i

F actory 1 406 - 7 Moo 7, Sukhumvit Road Km. 33.5, Tambol Bangpoomai, Muang District, Samutprakarn, Thaifand

2.  BASIS OF FINANCIAL STATEMENT PREPARATION

The statutory financial statements are prepared in Thai Baht and in the Thai language in conformity with generally
accepted accounting principles in Thailand. Accordingly, the accompanying financial statements are intended solely
to present the financial position, result of operations and cash flows in accordance with accounting prmcxples and
‘practices generally accepted in Thailand. )

'
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For convenience of the readers, an English translation of financial statements has been prepared from the statutory

Thai lanéﬁééﬁnanmal statements, which are issued for domestic financial reportmg purposes

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents

_Cash and cash equivalents comprise cash on hand and deposits at financial institutions. Cash on hand is kept for .
general use within the Company. Deposits in financial institutions are short-term savings deposits and current
accounts that are highly liquid investments, readily convertible to known amounts of cash and are subject to an
insignificant risk of change in value.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are stated at invoice amount net of allowance for doubtful accounts. The Company provides

an allowance for doubtful accounts equal to the estimated collection losses that may be incurred in the collection of

all receivables. The estimated losses are based on collection experience coupled with a review of the current status
_ of the existing receivables.

Inventory Valuation

Investments in Common Shares

Investment in associated company is accounted for by the equity method. If the associate
the Company will discontinue applying the equity method when the balance of investment in such associated
company is reduced to zero. The Company will resume applying the equity method only after the associated
company subsequently report net income, and its share of net income exceeds the share of net losses not recognized
during the period the equity method was suspended. If the Company has incurred obligations to the associated
company or to satisfy obligations of the said associated company that the Company has guaranteed or otherwise
committed, the Company will continue to recognize its shares of losses of the associated company.

The investments in shares of other company (general investment), which held for long-term purpose, are recorded

at cost. Gains or losses are taken up in the accounts when the investments are disposed.
: 8
‘, — e h>
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements (Continued)
June 30, 2006 and 2005

Property, Plant and Equipment

Land is stated at appraised value. Plant and equipment are stated at cost less accumulated depreciation. When assets
are sold or retired, their costs and accumulated depreciations are eliminated from the accounts and any gain or loss
the accounts and gain on loss resulting from their disposal is included in the statements of income. The Company
depreciates its plant and equipment by reference to their costs on a straight-line basis over the following estimated
useful lives:

Years
Buildings and improvements - e 10-20
Machinery and equipment 5-15
Furniture, fixtures and office equipment . 5-10
Vehicles 5

The Company values its spare parts for machinery at moving average cost net of allowance for slow-moving spare
parts for machinery.

Impairment of Assets

The Company reviews the impairment of assets whenever events or changes in circumstances indicate that the
recoverable amount (the higher of asset’s selling price or value in use) of assets is below the carrying amount. The
— -~ --—review is made for individual assets or for the cash-generating unit.

|

~ If the carrying value of an asset exceeds its recoverable amount, the Company recognizes the impairment losses by~ -~ =~
reducing the carrying value of the asset to its recoverable amount and recording the devaluation in statements of
income or reducing revaluation increment in assets in case that those assets were previously revalued. The reversal
of impairment losses recognized in prior years is recorded as part of other income or as a revaluation increment in
assets when there is an indication that the impairment losses recognized for the assets no longer exist or is
decreased. "Such a reversal should not exceed the carrymg amount that would have been determined (net of the
" associated depreciation or amortization). :

Provisions

A provision is recognized in the balance sheet when the Company has a present legal or constructive obligation as a
result of a past event, and it is probable that an outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. If the effect is material, provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments
of the time value of money and, where appropriate, the risks specific to the liability.

Revenue Recbgnition

Revenue from the sale of goods is recognized in the statement of income when the significant risks and rewards of
ownership have been transferred to the buyer. No revenue is recognized if there are significant uncertainties
regarding recovery of the consideration due, associated costs, the probable return of goods or the continuing
management involvement with the goods. '

Service income is principally based on services rendered on an accrual basis.

. . . . : =)
Other income is recognized on an accrual basis. 5 : : "
it e :
. ASIA FIBER PUBLIC COMPANY LIMITED

Use of Estimates

In order to prepare financial statements in conformity with generally accepted accounting standards in Thailand,
management needs to make estimates and set assumptions that affect income, expenditure, assets and liabilities in

order to disclose information on the valuation of assets, liabilities and contingent liabilities. Actual outcomes may,
therefore, differ from the estimates used.

R E R R R E R R R R R R R R RN R N .
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements (Continued)
June 30, 2006 and 2005

The estimates and underlying assumptions used in the preparation of these financial statements are reviewed on an
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate is revised if the
revision affects only that period or in the period of the revision and future periods if the revision affects both
current and future periods.

Operating Lease

Lease of assets under which all the risks and rewards of ownership are effectively retained by the lessor are
classified as operating leases. Lease payments under an operating lease are recognized as expense on a systematic
basis over the lease term. .

Foreign Currency Transactions

Transactions in foreign currencies throughout the year are recorded in Baht at rates prevailing at the date of
transactions. Qutstanding assets and liabilities denominated in foreign currencies at the balance sheet date are
translated into Baht at the prevailing bank rates at that date. Gains or losses arising from the translanon are credlted
or charged to operatlons -

In case that assets and liabilities are covered by forward exchange contracts, they are translated into Baht at the rates
of the related forward exchange contracts. The related forward premium is recorded as income/expense over the

“forward contract term. The said amortized forward premium income/expense and gains or losses on the forward

exchange contracts covering assets and liabilities are offset against the related exchange losses or gains on the
receivables and liabilities being hedged.

Income Tax

The provision for income tax is based on the amount payable according to the Revenue Code. However, the
Company has no mcome tax payable for the year 2006 because of loss from operation,

Basic Earnings (Loss) per Share

Basic earnings (loss) per share is determined by dividing the net profit (loss) by the weighted average number of
common shares outstanding during the years.

The Company does not present dilutive earnings per share in 2005 because the exercise price of warrant is higher

Vt_han the fair value of common share as at June 30, 2005.

4. TRANSACTIONS WITH RELATED COMPANIES

A portion of the Company’s assets and revenues represent transactions occurred with its related companies. These
companies are related through common shareholders and/or directorships. Those significant transactions with
related companies as mcluded in the financial statements are determined at the prxces in lmg—wnthﬁmseoccﬁf‘igthe

market price exists.

4
%
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As at June 30, 2006 and 2005, related companies consisted of: E“ s Cmmm
Company’s Name Types of Relation Relationship

Thai Far East Co., Ltd. Related company Directorship

T.F.E. Trading Co., Ltd. Related company Directorship

Thai Industries Development Co., Ltd. Related company Directorship

Asia Garment Co., Ltd. Related company _ Directorship

Thai Sewing Industrial Co., Ltd. Related company Directorship

Prachin Power Co., Ltd. Associated company Associate and directorship

I e e b’
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements {(Continued)
June 30,2006 and 2005

As at June 30, 2006 and 2005, trade account receivables from related companies consisted of:

In Thousand Baht

Balance as at Balance as at

June 30, 2005 Increase Decrease ___June 30, 2006

Thai Far East Co., Ltd. 107,507 2,015 1,866 107,656
T.F.E. Trading Co., Ltd. 19,324 - - 19,324

Thai Industries Development Co., Ltd. 341 269 610 -

Asia Garment Co., Ltd.- -~ 71 545 515 101
Thai Sewing Industrial Co., Ltd. - 1,086 889 . 197
Total - 127,24 3,915 ' 3,880 127,278
Less allowance for doubtful accounts (27.353) 43,647 - (71.000)
Net 99.890 56,278

The aging analysis of the above trade account receivables from related companies as at June 30, 2006 and 2005 are

as follows: .
In Thousand Baht
2006 2005
Current to 3 months 711 502
==~ - -=Qver 3 months to 6 months 118 -
~ Over 6 months to 12 months 1,335 e —e323

T Over 12 months : 125,114 126,218
Total 127,278 127,243
Less allowance for doubtful accounts (_71,000) ((27.353)
Net 26278 99.890

t
b

FENANRNEENNEN

As at June 30, 2006 and 2005, the Company had long-outstanding (more than 6 months) trade account receivables
—-—————ftom two related companies (Thai Far East Co., Ltd. and T.F.E. Trading Co., Ltd.) totalling Baht 126.4 million and

Baht 126.7 million, respectively (the outstanding balances from these companies as at June 30, 2006 and 2005

1l

IS EFEERERERRRE

- totalling Baht 127.0 million and Baht 126.8 million, respectively). The land and construction thereon of such
companies are mortgaged as collateral for these receivables. The appraised value based on reports of an independent
appraisal firm dated February 27, 2006 amounted to Baht 93.5 million (at market price) and Baht 56.1 million (at
force sale price) and dated March 26, 2003 amounted to Baht 99.6 million (at market price). Based on conservative
basis, the Company provided an allowance for doubtful accounts of Baht 71.0 million and Baht 27.4 million as at June
30, 2006 and 2005, respectively. The management believes that such allowance is adequate to absorb possible losses
on the difference of appraised value of these assets and the balance of such receivables. However, the management has
no policy to seize the mortgaged assets from these receivables for market auction at the present since these receivables
still operate in the normal course of business.

The transactions with the related companies, which included in the statements of income for the years 2006 and
2005, are as follows:

In Thousand Baht
Policy of Pricing 2006 2005
Net sales Market Price 3,660 7,190
Interest income (on delay payment from customers) ~ Negotiated Agreement 2,909 2,905
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. 6.___INVENTORIES - Net

ASIA FIBER PUBLIC COMPANY LIMITED

Notes to Financial Statements (Continued)

June 30, 2006 and 2005

5. TRADE ACCOUNT RECEIVABLES - OTHER COMPANIES - Net

The aging analysis of trade account receivables - other companies as at June 30, 2006 and 2005 are as follows:

In Thousand Baht

2006 2005
Current to 3 months 200,755 175,273
Over 3 months to 6 months - 2,486
Over 6 months to 12 months , 17. -
Over 12 months 3,921 ' 4461
Total 204,693 182,220
Less allowance for doubtful accounts ((12.733) (L13.246)
Net 191,960 168,974

As at June 30, 2006 and 2005, the allowance for doubtful accounts amounted to Baht 12.7 million and Baht 13.2

- million,-respectively. The management believes that such allowance is adequate to absorb possible losses on

doubtful accounts.

In Thousand Baht
2006 2005

Finished goods 237,325 176,247
Work in process - 93,386 134,107
Raw materials 60,351 175,366
Spare parts and factory supplies _11.950 11.641
Total 403,012 497,361
Less allowance for decline in value of inventories (. 1,500) (¢ 1,500)

allowance for slow-moving spare parts and factory supplies (_738) 895
Net 400,774 494,966

7. INVESTMENT IN COMMON SHARES OF ASSOCIATED COMPANY - At Equity Method

In Thousand Baht
‘ Type of % Share Paid-Up AtCost  AtEquity
The Company Name Business Relationship _Holding Capital Method Method
2006 .
Prachin Power Co., Ltd.  Electricity Generating Directorship 31.12 43,286 - 13471 -
2005
Prachin Power Co., Ltd.  Electricity Generating Directorship 31.12 43,286 13471 —_

In Thousand Baht

2005
Thai Céproléctum Public Company Limited
(Paid-up capital of Baht 8,576.4 million) _ 300
12
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ASIA FIBER PUBLIC COMPANY LIMITED

Notes to Financial Statements (Continued)

June 30, 2006 and 2005

9. PROPERTY, PLANT AND EQUIPMENT - Net

In Thousand Baht

Balance Balance
as at Transfer as at
July 1, 2005 Addition Deduction in (out) June 30, 2006
At Appraised Value
Land and improvements 263,000 - - - 263,000
At Cost - .
Buildings and improvements 378,461 185 - - 378,646
Machinery and equipment 2,026,174 3,055 7,472 43,186 2,064,943
Spare parts for machinery 57,856 - 2,940 25 54,941
Furniture, fixtures and
office equipment 14,462 97 - - 14,559
Vehicles 5,252 - - - 5,252
Machinery and equipment S
_ in transit 5458 37.753 - (_43.21D) -
Total 2,750,663 41,090 10412 - 2,781,341
Accumulated Depreciation '
Buildings and improvements 299,765 _ ______ 13,483 - - 313,248
Machinery and equipment 1,930,987 32,297 7,472 - 1,955,812
Furniture, fixtures and
office equipment 13,825 277 - - 14,102
Vehicles 3.610 477 - - 4,087
Total - - 2,248,187 _ 46,534 7,472 - 2,287,249
Less allowance for slow-
moving spare parts
for machinery 10,222 - 502 - 9,720
Net 492,254 484 372

Depreciation for the years amounted to Baht46.5 million and Baht 50.9 million in 2006 and 2005, respectively.

The Company appraised its land by following Accounting Standard No. 32 issued by the Institute of Certified
Accountants and Auditors of Thailand, which allows the valuation of property, plant and equipment at appraisal
amounts for financial statements reporting purposes.

As at June 30, 2006 and 2005, the Company’s land is stated at the new appraised value (based on report of an
independent appraisal firm dated March 23, 2005), which decreases from the previous appraised valye by Baht2.1
million. As a result, the revaluation increment in land as at June 30, 2006 and 2005 was@@t Zéj”'ﬁﬁme
revaluation increment in land is not available for dividend distribution. s S en L4

As at June 30, 2006 and 20035, certain fixed assets with b RN D ;
ASIA FIBER PUBLIC COMPANY LIMITED

a) the original costs totalling Baht 1,953.7 million and Baht 1,872.4 million, respectively, are fully depreciated
but they are still in active use.

b) the net carrying values totailing Baht 347.8 million and Baht 372.7 million, respectively, are
mortgaged/pledged as collateral for credit facilities with financial institutions as discussed ip Note 10.

13




ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements (Continued)
June 30, 2006 and 2005

10. SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

MHWHHWH%

In Thousand Baht
2006 2005
Liabilities under trust receipts (interest rate at 3.75% p.a. t0 5.62% p.a.) - 83,149
Short-term loans (interest rate at 5.93% p.a. to 6.20% p.a. as at June 30, 2006
_:______A and 3.00% p.a. to 3.75% p.a. as at June 30, 2005) _160.000 _189.817
—— " Total 160,000 272966

FTEEE As at June 30, 2006, the Company has overdraft lines with several local banks totalling Baht 35 million. An
: overdraft line of Baht 30 million is collateralized by a part of the Company’s land, machinery and equipment as
discussed in Note 9.

Under the terms of trust receipts agreements, certain imported raw materials have been released to the Company in

trust of the financial institutions. The Company, therefore, is accountable to the financial institutions for such raw
matérials

, Short-term loans of Baht 160.0 million and Baht 189.8 million as at June 30, 2006 and 2005, respectively, are
:‘ ... collateralized by a part of the Company’s land, building, machinery and equipment as discussed in Note 9.

75*11 ““SHARE CAPITAL

.- At the extraordinary shareholders meeting held on December 4, 1996, the shareholders passed a special resolution to
) _ approve the additional cash contribution towards the Company’s capital from Baht 372 million (divided into
__‘_ f_’f_f ' 37,200,000 shares at Baht 10 par value) to Baht 706.8 million (divided into 70,680,000 shares at Baht 10 par value).
This can be made by issuing common shares of 18,600,000 shares and warrants to purchase common shares of - - - -

14,880,000 units. The holder of each warrant has the option to purchase 1 common share at the price of Baht 10 par
value.

i
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In January 1997, the Company partially received the amount of Baht 83.6 million (8,360,612 shares at Baht 10 par
value) towards this increase in share capital, and issued warrants to purchase common shares of 6,688,384 units. In

April 1998, a shareholder exercised its warrants to purchase 11,728 common shares at the price of Baht 10 par
value.

At the ordinary shareholders’ meeting held on October 13, 2001, the shareholders passed a resolution to extend the
expired date of the warrants to purchase common shares to January 30, 2006.

In July 2002, October 2003 and January 2006, several shareholders exercised their warrants to purchase 78

common shares, 80 common shares and 1,768 common shares, respectively, at the price of Bah%peﬁﬂiﬂ,ﬁ;—.g,-.@r;.."@m
‘VSJ band
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12. LEGAL RESERVE

Under the provisions of the Limited Public Company Act B.E. 2535, the Company is requi 3
5% of its annual net profit after deduction of the deficit brought forward (if any) as reserve fund until the reserve
fund reaches 10% of the authorized share capital. This reserve is not available for dividend distribution.
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements (Continued)
June 30, 2006 and 2005

13. DISCLOSURE OF FINANCIAL INSTRUMENTS
Liquidity Risk
Liquidity risk arises from the problem in raising funds adequately and in time to meet commitment as indicated in

the financial statements. The management, based on the Company’s current financial position and results of
_operations and its forecasted financial information, believes that at present the Company has no such risk.

fl;i‘l;Fq_cejgn  Currency Risk -

i

rl_s_k_frpm ;_:hvanges in foreign exchange rates. The management has regularly considered entering into the derivative
" agreement to hedge the foreign currency risk. As at June 30, 2006, the unhedged foreign currency receivables
amounted to U.S. Dollars 1.7 million.

Credit Risk
Credit. nsk is the nsk that a counterparty is unable or unwilling to meet 2 commitment that it entered into with the
Company The risk is controlled by the application of credit approvals, limits and monitoring procedures.

HHHHH#HUHHHHHH
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S The'canying'amount of accounts receivable recorded in the balance sheet, net of allowance for doubtful accounts
- _1 represents the maximum exposure to credit risk.

v P P, Sp S . . e e e

T lnterest Rate Rlsk

" Interest rate risk arises from fluctuations of market interest rates, which may have a negative effect to current and

"~ future operations of the Company. The management believes that the interest rate risk is minimum, hence, the
) Company has no hedgmg agreement to protect against such risk.

i
1

" Fair Value of Financial Instruments

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

_The following methods and assumptions are used to estimate the fair value of each class of financial instruments:

1
]

_ Cash and cash equivalents, accounts receivable and payable, and short-term loans from financial institutions - the

carrying values approximate their fair values due to the relatively short-term maturity of these financial instruments.

Investments in associate and other company, for which there are no quoted market prices - the carrying values
approximate a reasonable estimate. of fair value, which has been calculated based on the underlying net asset base
for such investments. '
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ASIA FIBER PUBLIC COMPANY LIMITED
Notes to Financial Statements (Continued)
June 30,2006 and 2005

14.  SEGMENTATION OF BUSINESS v
For the year ended June 30, 2006 (In Thousand Baht)

As at June 30, 2006, the Company had

a)  unused letter of credit amounting to Baht 38.5 million.

b) letter of guarantee issued by a local bank in favor of the Customs Department of Baht 1 million.
16. APPROVAL OF FINANCIAL STATEMENTS

“These financial statements have been approved by the Company’s director on August 15, 2006.

i Local Export Total
) Net sales 723,552 712,587 1,436,139
:. Service income 4,105 - : 4,105
Total 727,657 712.587 1,440.244
.. ©% Costofsales - 706,831 729,134 1,435,965
. | Cost of services 2,540 - 2,540
: Total 709.371 729.134 1,438,505
: Gross profit (loss) _18286 (_16.547) 1,739
Other income 33,646
: Selling and administrative expenses { 63,531)
‘ Provision for doubtful accounts - net ( 43,134)
:. Interest expense ( 7.421)
= Net loss (__78,701)
:'_. Fixed assets 484,372
i Others 736,481
--Total assets T e © 1,220,853
- For the year ended June 30, 2005 (In Thousand Baht)
: Local Export Total
i Net sales 695,464 762,502 1,457,966
Service income 6.819 - 6.819
i -————Tota] ——— ——— - N 702.283 762,502 71,464,785 ¢ .
: .~ . .. Costofsales .. 669,413 715,905 1,385,318
' Cost of services 4,631 - 4,631
= | Total . 674.044 715.905 1,389,949
Gross profit » 28239 46,597 74,836
B Other income : 27,298
Selling and administrative expenses ( 68,066)
- | Interest expense ‘ ' (4,410
Income tax ( 7.726)
- | _Netprofit 21,932
- - | Fixed assets 492,254
Others 913.717
:. Total assets
j 15. OTHERS
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