AUDITOR’S REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

TO  
THE SHAREHOLDERS AND THE BOARD OF DIRECTORS OF

 
THAI-GERMAN PRODUCTS PUBLIC COMPANY LIMITED 



I have reviewed the accompanying the balance sheet as at June 30, 2004, the statements of income for three-month and six-month periods then ended June 30, 2004, the related statements of changes in shareholders’ equity, and of cash flows for the six-month period then ended June 30, 2004 of Thai-German Products Public Company Limited.   These financial statements are the responsibility of the Company’s management as to their correctness and the completeness of the presentation.   My  responsibility  is  to express an opinion on these financial statements based on my review.



I conducted my review in accordance with the auditing standards applicable to review engagement.   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 has limited primarily to inquiries of Company’s personnel and analytical procedures applied to financial data and thus provides less assurance than an examination in accordance with generally accepted auditing standards.  Therefore, I do not express such an opinion to the reviewed financial statements.



As discussed in the Note 1 to the financial statements, The Company has consistently sustained losses from its operations, has a capital deficiency and is operating below full production capacity.  These circumstances constitute indications that the value of the fixed assets of the Company may be impaired.  During the second quarter of the year 2003, the Company hired an independent professional appraiser to reappraise the value of its fixed assets to these appraised values (reducing the carrying value of buildings and machinery by a further amount of Baht 493 million and increasing in the carrying value of land by a total of Baht 12 million.)
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As discussed in the Note 4 and Note 14 to the financial statements, the Company’s rehabilitation plan was approved by the Central Bankruptcy Court. During 2001, the Company’s rehabilitation planner had proposed an amendment to the rehabilitation plan. The Central Bankruptcy Court approved such amendment on September 27, 2001. To date, some parts of the rehabilitation plan have been implemented by the Company, and the company in currently in the process of implementing the rest of the plan, which must be completely implemented in the future and the Company’s rehabilitation plan administor proposed the third amendment to the rehabilitation plan to the Rehabilitation Office. This third amendment has been approved by the creditors’ committee on July 14, 2004 and the Central Bankruptcy Court approved such amendment on July 23, 2004. In view of the foregoing, the Company’s ability to continue its business as a going concern depends on its ability to implement the rehabilitation plan, the results of its future operations, and on the recovery of the Thai economy. Nevertheless, the accompanying financial statements have been prepared under the going concern basis, assuming that the realization of assets and settlement of liabilities and obligations will occur in the ordinary course of business, without any expectation of significant disruption to the ongoing activities.



Because the uncertainty regarding the continuity of the business of the Company and the other uncertainties discussed in the third and fourth paragraphs could have a material effect on the financial statements for the six-month periods ended June 30, 2004 under review,  I was unable to reach any conclusion as a result of my review.

As discussed in Note 1 to the financial statements, the Company is considered 

to  be delisted  from  The  Stock  Exchange  of  Thailand.  
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The balance sheet as at December 31, 2003 presented herewith for comparative purpose was audited by another auditor, whose report dated February 24, 2004, that she was unable to, and do not expressing an opinion on those statements because the scope limitation in respect of not receiving confirmation replies for outstanding balance of debt balance under the rehabilitation plan and under the convertible debentures, not using the fair value of the subsidiary’s net assets as a basis for the selling price, the uncertainty regarding the continuity of the business as a going concern which depends upon the ability to implement the rehabitation plan, the uncertainty regarding the value of fixed assets based on the assumptions used in determination of impairment which may be changed, dependend upon future events and circumstances and the uncertainty regarding the liability incurred as guarantor of Siam Stainless Pipe Fitting Company Limited. If the Company is unable to implement the rehabilitation plan, the lawsuits will be reactivated and the Company will have debt obligations to the amounts guaranteed and additional interest. The interim financial statements for the three months and six months period ended June 30, 2003 presented herewith for comparative purpose were reviewed by the same other auditor whose report dated August 8,2003 that she was unable to reach any conclusion as a result of her review due to the uncertainties with regard to the continuity of the business which depends upon the ability to implement the rehabilitation plan and other uncertainty regarding the value of fixed assets based on the assumptions used in determination of impairment of assts which may be changed, dependend upon future events and circumstances.

(Chaovana     Viwatpanachati)
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