CENTRAL  PAPER  INDUSTRY  PUBLIC  COMPANY  LIMITED

AUDITOR’S  REPORT  AND  FINANCIAL  STATEMENTS

AS AT JUNE 30, 2004 (UNAUDITED/REVIEWED  ONLY)

AND AS  AT  DECEMBER  31, 2003  (AUDITED)

AUDITOR’S  REPORT

To The Shareholders of

      CENTRAL  PAPER  INDUSTRY  PUBLIC  COMPANY  LIMITED 

I have reviewed the balance sheets of CENTRAL PAPER INDUSTRY PUBLIC COMPANY LIMITED as at June 30, 2004, the related statements of income, statements of changes in shareholders’ equity and statements of cash flows for six months ended June 30, 2004 and 2003. These financial statements are the responsibility of the Company’s management as to their correctness and completeness of the presentation. My responsibility is to issue a report on these financial statements based on my review.

Except for the matters stated in the third and forth paragraph, I conducted my review in accordance with auditing standards applicable to review engagements. Those standards require that I plan and perform the review to obtain moderate assurance as to whether the financial statements are free of material misstatement. A review is limited primarily to inquiries of company personnel and analytical  procedures applied to financial data and thus provides less assurance than an audit. Accordingly, I do not express an opinion on these financial statements.


As stated in notes to financial statements no. 11, loan from a financial institution as at June 30, 2004, in the amount of principal of Baht 1,913.36 million and accrued interest expenses of Baht 1,972.74 million total amount of Baht 3,886.10 million. As at December 31, 2003, the amount of principal of Baht 1,913.36  million and accrued interest expenses of Baht 1,830.03 million total amount of Baht 3,743.39 million.I received confirmation replied by Thai Assets Management Corporation showing the same amount in principal of loans but accrued interest expenses of Baht 1,786.07 million is lower than the outstanding balance of Baht 43.96 million. As at the report date, the Company only claims that it discussed with such financial institution regarding the difference and found that the interest rate used for all receivables by the Company was 15% per annum comparing to the financial institution of 14.30% per annum. Hence, I was unable to apply the other auditing procedures for obtaining the adequate evidence of such difference. 
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As stated in notes to financial statements no. 17, the Company made agreement with two related companies and 1 company was cancelled in January 1, 2004 in order to nominate them as agencies for selling finished  goods which indicated that the selling price is set by market conditions. From verify the selling goods of the Company, in 2004, the selling price to those agencies is lower than cost equal to 5.00 – 15.00 per cent (in 2003 equal to 8.00 – 18.00 per cent) and sales volume for six months ended June 30, 2004 and 2003 is Baht 285.79 million and Baht 299.63 million respectively, equal to 79.66 per cent in 2004 (in 2003 equal to 98.82 per cent) of the Company’s total sales. From analysis the gross loss calculated from the Company’s total sales of goods, it incurred average gross loss at 16.35 per cent and 16.43 per cent, respectively, therefore, the exceeding of average gross loss over average selling price of the Company have been affected from the selling price of goods to two agencies. The management believes that the signing agreement was made for raising the liquidity to attain the working capital in operation.     I was unable to audit for satisfying such selling price compared with the market value.


As stated in note 12, the Company and Company’s directors jointly made agreement to a financial institution for guarantee liabilities of a trade payable. As a results, the Company was sued to be defendant for being guarantor of a trade payable in total amount of Baht 2,104.90 million. On December 15, 2003, the Company lose the case by the court’s judgement. As at June 30, 2004 and December 31, 2003, the Company, therefore, recorded loss from guarantee in statement of income in the amount of Baht 94.67 million and Baht 2,541.46 million in 2004 and 2003 respectively and liabilities under commitment and guarantee at the amount of Baht 2,732.10 million and Baht 2,637.43 million, respectively which was unable to separate debt for the part of Company.


As stated in notes to the financial statements no 2, as at June 30, 2004 and December 31, 2003, the Company has continuously incurred loss from its operations, with capital deficiency of Baht 5,469.96 million and Baht 5,145.32 million, total current liabilities exceeding total current assets by Baht 6,829.92 million and Baht 6,572.82 million, respectively. As stated in notes to financial statements no. 10.1, the Company has been sued by a financial institution for default on debt repayment in principal amount of loans Baht 50 million and as stated in notes to financial statements no. 10.2, the Company has defaulted on debt repayment on loan together with accrued interest expenses to a company of Baht 69.76 million which was already dued on April 25, 2002 under the new term of debt repayment. In 2003, the Court ordered the Company to make debt repayment for principal and interest in full. As at June 30, 2004 and December 31, 2003, the Company has remaining principal and accrued interest total amount of Baht 113.89 million and Baht  108.69  million, respectively.  As  stated  in notes to financial statements no. 11,
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 since 2000, the Company has been sued by a commercial bank for default  on debt repayment  in principal amount of loan  and accrued interest expenses total amount of Baht 2,834.36 million. In 2001, such bank has transferred such amount of debt to Thai Assets Management Corporation. At present, the Company is negotiating with Thai Assets Management Corporation for making debt restructuring. On September 5, 2002, the Civil Court has judged the decided case no. Thor 02847/2002 by ordering the Company and guarantor to make debt repayment to Thai Assets Management Corporation  of  Baht  2,834.44  million  together  with  interest  rate 15 per cent per annum for the amount of principal of Baht 1,913.36 million until debt repayment will be made in full by mortgaging land including construction and machineries belonging to the Company to bid for auction. In case of insufficient of debt repayment, other assets belonging to the guarantor will be seized for bidding for auction. The Company still has not appealed to the court. The effect of these matters cannot be currently determined. The Company has submitted the debt restructuring plan to creditors according to CDRAC’s process. The Company filed a petition to the Central Bankruptcy Court for rehabilitation its business. On April 26, 2004, the Central Bankruptcy Court ordered the Company to be rehabilitated and appointed Central Paper Industry Public Company Limited to be a rehabilitation planner by giving power to manage assets and all legal rights as shareholders of Central Paper Industry Public Company Limited except for dividend right. Now, the rehabilitation planner is preparing debt restructuring plan and business restructuring plan to present to the Central Bankruptcy Court in order to prevent the prosecution by other creditors. Therefore, the achievement of debt restructuring is depend on the approval from creditors and the Central Bankruptcy Court. These factors raise substantial doubt that the Company will be able to continue as a going concern. These financial statements have been prepared assuming that the Company will continue as a going concern by selling its assets and making debt repayment in the normal course of business. These financial statements do not include any adjustments relating to the net realizable value of the assets and the amount of debt repayment and reclassification of accounts that might be necessary, if the Company is unable to continue as a going concern.


Because the scope limitations by circumstances mentioned in the third and forth paragraph and the uncertainties mentioned in the fifth to sixth paragraph have material impact to the financial statements, I am unable to ensure that the financial statements are presented fairly, in all material respects in accordance with generally accepted accounting principles, based on my review.
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I have audited the financial statements of CENTRAL PAPER INDUSTRY PUBLIC COMPANY LIMITED as at December 31, 2003 in accordance with generally accepted auditing standards and  I have not expressed an opinion in my report dated February 4, 2004 due to the matters of the following :  1) The adequate evidence of auditing  to obtain the evidence due to the lack of returned confirmation of loan from a financial institution and another company for principal and accrued interest total amount of Baht 208.99 million  2) The confirmation letter reply from a financial institution with the understated  of accrued interest of Baht 43.96 million.  3) The selling agreement to nominate two related companies which stipulated the selling price lower than cost 8.00 – 18.00 per cent which the management believes that the selling made for raising the liquidity. 4) The uncertainties on (1)  Amount of debt which was sued by 2 financial institutions litigation to default on debt repayment in the amount of Baht 1,963.36  million and the Company was sued by the other company to repay principal of Baht 70 million. (2)  Being the guarantor of a trade payable in the amount of Baht 2,104.90 million and the continuously incur of loss from its operation, with capital deficiency amount of Baht 5,145.32 million. The balance sheets as at December 31, 2003, presented for comparison purpose, is a partial of audited and reported financial statements. I have not performed any auditing procedures since that date.
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