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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To The Shareholders and Board of Directors of

Goldfine Manufacturers Company Limited

I have audited the accompanying balance sheets of Goldfine Manufacturers Company Limited
as at 31st December, 2003 and 2002 and the related statements of earnings, change in shareholders’
equity and cash flow for the years then ended. These financial statements are the responsibility of the
Company’s management as to their correctness and completeness of the presentation. My

responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit 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 audit provide a reasonable

basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial positions of Goldfine Manufacturers Company Limited as at 31st December, 2003 and
2002 and the results of its operation, the changes in shareholders’ equity and the cash flows for the

years then ended in conformity with generally accepted accounting principles.

Mr. Anurak Lelapiyamit
Certified Public Accountant (Thailand) No. 3462
BDO Richfield Limited

BANGKOK : 19th March, 2004
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NOTE 1 -

NOTE 2 -

GOLDFINE MANUFACTURERS COMPANY LIMITED
NOTES TO FINANCIAL STATEMENTS

GENERAL INFORMATION

Goldfine Manufacturers Company Limited was incorporated as a limited

company under the Thai Civil and Commercial Code on 26th September, 1989 to

engage in the business of manufacturing, import and export of accessories and

jewelry. Its office is situated at Latkrabang Industrial Estate, Bangkok. As at 31st

December, 2003 and 2002 the Company has a total number of employees and staff

cost for the years then ended as follows:

2003

Number of employees (persons) 1,047
Staff cost shown under the caption of

Cost of sales (Million Baht) 124.04

Selling and administrative expenses (Million Baht) 26.71

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Sales

[\
=
[\S]

941

105.29
19.45

Sales are recognized as revenue upon the shipment of goods to

the customers.

2.2 Cash and cash equivalents

Cash and cash equivalents represent cash on hand, deposits at

bank and short-term investment, net of bank deposit pledged as

collaterals.

2.3 Current investment

Marketable investment units presented under the current

investment caption are presented in fair value.

DIRECTOR

DIRECTOR
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2.5

2.6

Allowance for doubtful accounts

Allowance for doubtful accounts is provided for on the basis of

collection experience and payment ability of the accounts receivable at the

end of the year, taking into account overdue balance of each debtor.

Inventories

Inventories are valued at the lower of cost ( average basis ) or net

realizable value whichever is lower.

Property, plant and equipment

Property, plant and equipment are stated at cost.

Depreciation of plant and equipment are determined on a straight-

line method at the rate of 5 - 20 percent per annum.

Land improvement 5 years
Building and improvement 20 years
Machinery and equipment 10 years
Tools and equipment 5 years
Furniture and office equipment 5 years
Vehicles 10 years

The increment resulting from the appraisal was recorded in the
accounts as surplus on revaluation of assets and is included as part of

shareholders’ equity.

DIRECTOR DIRECTOR
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2.7

2.8

2.9

Foreign currencies

Exchange rates adopted :-
Foreign currency transactions
during the year - at the rates ruling on
the transaction dates.
Assets and liabilities in foreign
currency outstanding on the
balance sheet date - at the rates ruling on

the balance sheet date.

Exchange gains and losses are included in determining earnings.

Impairment of assets

The Company will reduce the carrying amount of the Company’s

asset to its recoverable amount if, and only if, the recoverable amount of

an asset is less than its carrying amount. That reduction is an impairment

loss.

Deferred corporate income tax

The Company provides for deferred corporate income tax on a

liability method. The timing difference is presented as a deferred

corporate income tax assets and liabilities in the balance sheet which is

subject to change as the corporate income tax rate changes.

DIRECTOR DIRECTOR
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NOTE 3 -

NOTE 4 -

2.10  Accounting estimation

The preparation of financial statements in conformity with

generally accepted accounting principles requires management to make

estimates and assumptions that affect the reported amounts of revenues,

expenses, assets and liabilities and disclosure of contingent assets and

liabilities. Actual results may differ from those estimates.

2.11  Earnings per share

Earnings per share is determined by dividing net earnings for the

year by the weighted average numbers of ordinary share issued during the

year.

CASH AND CASH EQUIVALENTS

Petty cash

Savings accounts

Current accounts

Fixed deposit accounts (3 months)

Total

CURRENT INVESTMENT

2003
130,000
2,799,242
5,493,000
54,764

8,477,006

(Unit : Baht)
2002
130,000
33,137,092
2,271,699
54,258
35,593,049

As at 31st December, 2003, the outstanding balance of the Company’s

investment units in the open-ended TMB Money Fund is Baht 0.34 million (2002 :

Baht 20.78 million) comprised of 20,676.7141

investment units (2002 :

1,301,578.4162 units) with a net asset value (NAV) as of the same date at Baht

16.3193 each (2002 : Baht 15.9673). This mutual fund is managed by TMB Asset

Management Company Limited.

DIRECTOR

DIRECTOR
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NOTE 5 -

NOTE 6 -

NOTE 7 -

TRADE ACCOUNTS RECEIVABLE - NET

An aging analysis of the trade accounts receivable as at 31st December is

set forth below.

Not yet due
Overdue
Less than or equal 3 months
More than 3 months and less than
or equal 6 months
More than 6 months and less than
or equal 12 months
More than 12 months
Total trade accounts receivable
Less : Allowance for doubtful account

Trade accounts receivable - net

INVENTORIES

Finished goods
Work in process
Raw material
Factory supplies
Total

FIXED DEPOSITS

003

158,337,873

24,682,074

3,206,675

1,838,894
1,553,869
189,619,385

189,619,385

2003
1,675,253
58,127,768
80,630,704
_3.828.562

144,262,287

(Unit : Baht)
2002

135,183,676

10,682,206

997,884

3,388,334
1,083,934
151,336,034

(600.349)
150,735,685

(Unit : Baht)
2002

1,112,109
58,851,153
77,821,137

3.504.045

141,288,444

As at 31st December, 2003, fixed deposits of Baht 22.10 million (2002 :

Baht 27.10 million) have been used as a collateral for overdraft (Note 10) and

foreign credits facilities with the banks and guarantee to the Metropolitan

Electricity Authority (Note 15).

DIRECTOR

DIRECTOR
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NOTE 8 -

Cost :
As at 1st January, 2003
Purchase
Disposal
As at 31st December, 2003
Accumulated depreciation :-
As at 1st January, 2003
Depreciation charge for the year
Depreciation - Disposal
As at 31st December, 2003
Provision for impairment asset
As at 1st January, 2003
Amortization during the year
As at 31st December, 2003
Net book value
As at 31st December, 2003
As at 31st December, 2002

PROPERTY, PLANT AND EQUIPMENT - NET

(Unit : Baht)

Depreciation charge in statement of earnings

For the year ended 31st December, 2003
For the year ended 31st December, 2002

Furniture
Land - Appraisal Land Building and ~ Machinery Tools and and office
Land increment improvement improvement and equipment equipment equipment Vehicles Total
6,710,000 6,410,000 464,020 48,041,591 36,665,744 25,836,963 14,963,234 23,678,060 162,769,612
14,484,984 - - 18,515,016 8,553,250 4,053,321 643,558 4,224,120 50,474,249
- - - - - - - (1,069,159)  (1,069,159)
21,194,984 6,410,000 464.020 66.556.607 45,218,994 29,890,284 15,606,792 26,833,021 212,174,702
- - 108,271 16,716,587 19,860,548 15,201,556 13,478,361 6,070,220 71,435,543
- - 92,804 2,402,080 3,577,854 4,103,834 631,525 2,346,385 13,154,482
- - - - - - - (617,215) (617,215)
- - 201.075 19,118,667 23,438,402 19,305,390 14,109,886 7.799.390 83,972,810
- - - 5,185,004 - - - - 5,185,004
- - - (456,500) - - - - (456,500)
- - - 4,728,504 - - - - 4,728,504
21,194,984 6,410,000 262,945 42,709,436 21,780,592 10,584,894 1,496,906 19,033,631 123,473,388
6.710,000 6.410,000 355,749 26,140,000 16.805.196 10,635,407 1,484,873 17,607,840 86,149,065
13,154,482
11,905,101
DIRECTOR DIRECTOR
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- 7 -
Depreciation charge for the year amounting to Baht 3,551,131(2002 : Baht
3,654,522) is included in selling and administrative expenses and amounting to

Baht 9,603,351 (2002 : Baht 8,250,579) is included in cost of sales.

The gross carrying amount of the fully depreciated equipments that are

still in use is Baht 28,598,441 (2002 : Baht 24,112,217).

The Company's land and construction thereof, have been pledged with

financial institution for credit line granted (Note 10).

In 2002, the Company recorded the increase in surplus on land revaluation
as part of shareholders’ equity at Baht 6.4 million. The surplus resulted from the

assessment by an appraisal company using the market approach to reflect current

value.
NOTE 9 - CORPORATE INCOME TAX
(Unit : Baht)
2003 2002
Tax Expense Tax Payable Tax Expense Tax Payable
Net earnings for the year 143,319,411 143,319,411 82,441,966 82,441,966
Timing difference - expenditure
Add (less) : Allowance for doubtful account - (600,349) - 70,511
Provision for impairment asset - - - 5,185,004
Difference in depreciation from setting up
provision for impairment asset - (456,500) - -
Permanent difference - expenditure
Add : Disallowable expenses 2,088,659 2,088.659 1.393.689 1,393,689
Net earnings for tax calculation 145,408,070 144,351,221 83.835.655 89,091,170
Corporate income tax 43,622,421 43,305,366 25,150,697 26,727,351
Deferred corporate income tax - assets
Allowance for doubtful account (180,105) - 21,153 -
Provision for impairment asset - - 1,555,501 -
Difference in depreciation from setting up
provision for impairment asset (136,950) - - -
43,305,366 43,305,366 26,727,351 26,727,351
Less : Withholding tax (4,525) (8,201)
Mid-year tax (15,075.,000) (14.,130.000)
Corporate income tax payable 28,225,841 12,589,150
DIRECTOR DIRECTOR

/8

19:57-18/5/04



(Unit : Baht)

2003 2002
Deferred corporate income tax - assets arising from
- Timing difference

Allowance for doubtful account - 180,105
Provision for impairment asset 1,555,501 1,555,501

Less : Difference in depreciation from setting up

provision for impairment asset (136,950) -

1,418,551 1,555,501
Total 1,418,551 1,735,606

NOTE 10 -

BANK OVERDRAFTS AND SHORT-TERM LOAN FROM FINANCIAL

INSTITUTIONS
(Unit : Baht)
2003 2002
Bank overdrafts 19,623,454 9,908,271
Short-term loan 18,000,000 -
Trust receipt 24,572,536 -
Total 62,195,990 9,908,271

The Company has overdraft facilities with four local banks amounting to
Baht 16 million, Baht 11 million, Baht 5 million and Baht 10 million, respectively,
which bear interest at the rate of a fixed 3 months term deposit + 2% per annum
and at the MOR and the Company has foreign credit line which comprises of
packing credit, trust receipt, foreign exchange contracts and short-term loan
amounting to Baht 165.30 million (2002 : Baht 145 million). Bank overdrafts and
loans from banks were guaranteed by the Company’s directors, the Company’s

fixed deposits (Note 7) and the Company’s land and construction thereof (Note 8).

DIRECTOR DIRECTOR
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NOTE 11 - TRADE ACCOUNTS PAYABLE
(Unit : Baht)
003 2002
Trade accounts payable - abroad 36,088,180 54,323,464
Trade accounts payable - domestic 9,487,045 17,363,350
Total 45,575,225 71,686,814
NOTE 12 - TRANSACTIONS WITH RELATED PARTIES

The Company has certain transactions with its related parties. A portion of
the Company’s liabilities and expenses arose from transactions with the related
parties which are directly and indirectly related through common shareholding

and/or directorships.

Related parties, which have transactions with the Company, are as follows:

Shareholding portion

Nature of business Relationship 2003 2002
% %
Treasure Box Company Limited Manufacturing and Co-managing - -
Selling of jewelry box
Estelle Company Limited Import and export of The Company’s 10 10
Accessories and jewelry Shareholders

The Company has the policy on pricing for its related transactions as

follows :

Purchases

Purchase of goods from related companies are made in accordance with
conditions and terms of general trade practice, with pricing approximate the

market.

Managements’ remuneration

The Company has a policy to pay remuneration to the key executive staff

based on their ability to achieve the sales target set at the beginning of the year.

19:57-18/5/04
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As at 31st December, the outstanding balance of transactions with related

parties are as follows :

Trade account payable

Treasure Box Co., Ltd.

Other current liabilities

Advance received

Estelle Company Limited
Accrued managements’ remuneration

Management and director

(Unit : Million Baht)

2003 2002
- 1.68
0.27 0.30
17.00 7.00

Transactions with related parties during the year are as follow :

Purchases

Treasure Box Co., Ltd.
Managements’ remuneration

Management and director

DIRECTOR

(Unit : Million Baht)

2003 2002
2.50 4.05
10.00 7.00
DIRECTOR
/11
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NOTE 13 - ACCRUED COMMISSION

- 11 -

(Unit : Baht)

2003 2002
Accrued commission
Year 2001 3,989,914 4,828,224
Year 2002 213,896 12,800,734
Year 2003 18,733,551 -
Total 22,937,361 17,628,958
NOTE 14 - ACCRUED MANAGEMENTS’ REMUNERATION

The Board of Director’s Meeting No. 4/2003 held on 24th December,

2003, has approved to pay a managements’ remuneration for the year 2003 to the

Company’s management and board of director at Baht 10 million (2002 : Baht 7

million). As at 31st December, 2003, the outstanding balance of accrued

managements’ remuneration is Baht 17 million (2002 : Baht 7 million).

NOTE 15 - CONTINGENT LIABILITIES

As at 31st December, 2003 the Company has contingent liabilities for

letter of guarantee issued by the bank amounting to Baht 1.10 million (2002 : Baht

1.10 million) which was guaranteed by the Company’s fixed deposit (Note 7).

DIRECTOR

DIRECTOR
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NOTE 16 - FORWARD FOREIGN EXCHANGE CONTRACTS

As at 31st December, 2003 and 2002, the Company has no policy to use

derivative financial instrument for speculation or commercial use.

Forward foreign exchange contracts are entered into to manage exposure

of fluctuations in foreign currency exchange rates on specific transactions.
At 31st December, 2003 the settlement dates on open forward contracts
ranged 103 days to 107 days (2002 : 90 days to 94 days). The amount to be

received and contractual exchange rates of the outstanding contracts were:

(Unit : Thousand baht)

2003 2002
Amount to be received
USS$ 246,133 (Baht 39.69 / USS) 9,769 -
US$ 200,000 (Baht 39.50 / USS) 7,899 -
US$ 200,000 (Baht 39.47 / USS) 7,893 -
US$ 100,000 (Baht 39.49 / USS) 3,949 -
USS$ 89,302 (Baht 39.75 / USS) 3,550 -
US$ 200,000 (Baht 42.92 / USS) - 8,584
US$ 200,000 (Baht 43.10 / USS) - 8,620
USS$ 118,589 (Baht 43.08 / USS) - 5,109
USS$ 17,042 (Baht 43.32 / USS$) - 738
DIRECTOR DIRECTOR
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NOTE 17 - DISCLOSURE ON FINANCIAL INFORMATION

17.1  Currency exchange rates risk

Below are the summary of the foreign currency - denominated

assets and liabilities as at 31st December, which were unhedged.

2003
Current assets
Cash at Banks
USD 25,081
Trade accounts receivable - net
USD 4,793,232
Other current assets
Advance payment
USD -
YEN -
EUR 78,150
Current liabilities
Trade accounts payable
USD 908,206
YEN -
Accrued commission
USD 577,218
DEM -
EUR -
Other current liabilities
Advance received from customers

USD 94,105

DIRECTOR
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252,094

3,490,743

24,415
5,499,000
33,203

1,254,320
18,020

393,647
20,825
2,268

78,864
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Exchange rates adopted for foreign currencies assets and

liabilities as at 31st December as follows:
(Unit : Baht)
2003 2002

Equivalent to

Assets
1 USD 39.5385 43.0947
100 YEN 36.8255 35.7346
1  EURO 49.5517 44.5589
Liabilities
1 USD 39.7378 43.3039
100 YEN 37.3079 36.2103
1 DEM - 23.0611
1  EURO 50.1000 45.1035

Interest rate risk

The interest rate risk is the risk that future movements in market
interest rates will affect its results of operation and its cash flow. The
Company is exposed to interest rate risk relating primarily to its deposits,
overdrafts and loans from bank which are normally subject to interest rates
specified by commercial bank. The Company considers such risk to be
minimal since the interest rates pertaining to the aforementioned
transactions are closed to the market rates. Therefore, the Company does

not use derivative financial instruments to hedge such risk.
Credit risk

Credit risk arises from sales made on deferred credit terms. The
Company controls its credit risk by setting counterparty limits and

ensuring that sales of product are made to customers with an appropriate

credit history.

DIRECTOR DIRECTOR
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17.4  Estimating fair value of financial assets and liabilities

Since the majority on the financial assets and liabilities are short-
term, the management believes that the fair value of the Company’s
financial assets and liabilities do not materially differ from their carrying

value.

LEGAL RESERVE

Under the provision of the Civil and Commercial Code, the Company is
required to set aside as legal reserve of at least 5% of its net earnings at each
dividend declaration until the legal reserve reaches 10% of the authorized share

capital. Such reserve is not available for dividend distribution.

The Company had already appropriated a legal reserve in full amount at

Baht 2 million.

DIVIDEND PAYMENT

According to the Extraordinary Shareholders’ Meeting No. 2/2003 on 18th
December, 2003, the shareholders approved to pay dividend from operation result
of year 2002 amounting to Baht 450 per share for 200,000 shares totalling Baht 90

million.

The Company paid the said dividend during the year 2003 at the amount of

Baht 81 million. The balance of accrued dividend as at 31st December, 2003 is

outstanding at Baht 9 million.

DIRECTOR DIRECTOR
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According to the Board of Directors’ Meeting No. 5/2002 on 18th
December, 2002, the Board of Directors approved to pay dividend from operation
result of year 2001 amounting to Baht 250 per share for 200,000 shares totalling

Baht 50 million.

The Company paid the said dividend in the year 2003 at the total amount

of Baht 50 million.

SUBSEQUENT EVENT

According to the Extraordinary Shareholders’ Meeting No.1/2004 on 26th
January, 2004 and No.2/2004 on 13th February, 2004, the sharecholders approved to
increase the Company’s registered share capital from Baht 20 million (0.2 million

shares of Baht 100 each) to Baht 120 million (1.2 million shares of Baht 100 each)

The Company registered the increase in shares capital with the Ministry of

Commerce on 12th March, 2004.

According to the Extraordinary Shareholders’ Meeting No.2/2004 on 13th
February, 2004, the shareholders approved to convert the Company’s status from a

limited company to a public limited company.

According to the Extraordinary Shareholders’ Meeting No. 1/2004 on 26th
January, 2004, the shareholders approved to pay dividend from operation result of
year 2003 amounting to Baht 650 per share for 200,000 shares totalling Baht 130

million.

DIRECTOR DIRECTOR
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NOTE 21 - RECLASSIFICATION OF ACCOUNTS

Certain accounts in the financial statements for the year ended 31st

December, 2002 have been reclassified to conform to the current year

classifications, with no effect on previously reported net earnings or shareholders'

equity.

NOTE 22 - APPROVAL OF FINANCIAL STATEMENTS

These financial statements have been approved by the Company’s director.

DIRECTOR DIRECTOR
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