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To the Board of Directors (Plan Administrator) of  TPI Polene Public Company Limited

I have reviewed the accompanying consolidated balance sheet of TPI Polene Public Company Limited and its subsidiaries as at June 30, 2004, and the consolidated statements of income for each of the three-month and six-month periods ended June 30, 2004 and 2003, and changes in shareholders’ equity and cash flows for each of the six-month periods ended June 30, 2004 and 2003. I have also reviewed the balance sheet of TPI Polene Public Company Limited as at June 30, 2004 and the statements of income for each of the three-month and six-month periods ended June 30, 2004 and 2003, and changes in shareholders’ equity and cash flows for each of the six-month periods ended June 30, 2004 and 2003. The Company’s management is responsible for the correctness and completeness of information presented in these financial statements.  My responsibility is to issue a report on these financial statements based on my reviews.

Except as discussed in the third and fourth paragraphs, I conducted my reviews in accordance with the auditing standard applicable to review engagements. This standard requires that I plan and perform the review to obtain moderate assurance about 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 in accordance with generally accepted auditing standards.  Accordingly, I do not express an audit opinion on the reviewed financial statements.

As described in Note 9 to the financial statements, I have been informed by the management that since the appointment of the Company’s and subsidiary’s Planner by the Central Bankruptcy Court, creditors have filed their respective claims for payment from the Company and its subsidiary with the Official Receiver. Certain claims are still being examined by the Official Receiver, the Central Bankruptcy Court and the Supreme Court. Certain claims balances exceed the balances recorded in the Company and subsidiary’s accounting records.  I am unable to satisfy myself regarding the amount of the liability, and the accrued interest expense thereon, by means of other review procedures.  I am, therefore, unable to obtain sufficient appropriate evidence to review whether there are any debts, which have not been included in the financial statements and the additional amount, if any, which should be included in the financial statements in this respect.

As described in Note 1 to the financial statements, as at June 30, 2004 and 2003 the Company had investments in four associated companies, which were recorded by the equity method based on the unreviewed financial statements of those associated companies. The consolidated financial statements and the Company’s financial statements for each of the six-month periods ended June 30, 2004 and 2003, included the share of profits (losses) of these companies, which amounted to 1.78% and 0.39% of the net profit (loss) for each period, respectively.

The financial statements for the three-month and six-month periods ended June 30, 2003 (“the second quarter of 2003 financial statements”) were prepared on a going concern basis, which presumed the realization of assets and payment of liabilities in the ordinary course of business.  The second quarter of 2003 financial statements showed that as at June 30, 2003, the Company and its subsidiaries had an accumulated deficit amounting to Baht 22,959 million in the consolidated and the Company’s financial statements and current liabilities, including the Company’s long-term liabilities under debt restructuring, exceeded current assets by Baht 44,546 million and Baht 43,455 million in the consolidated and the Company’s financial statements respectively. It was also stated in the second quarter of 2003 that, under the terms of the Master Restructuring Agreement, the Company was obliged to raise funds of USD 180 million by June 29, 2001, however these funds had not been raised as at August 8, 2003, when the second quarter of 2003 financial statements were finalized. These circumstances, and related circumstances as mentioned in the second quarter of 2003 financial statements, raised significant doubts on the Company’s ability to continue as a going concern.  The second quarter of 2003 financial statements did not include any adjustments relating to the recoverability of and classification of recorded asset amounts, and the amounts and classification of liabilities that might have been necessary should the Company have been unable to continue as a going concern.  In 2003 and the six-month period ended June 30, 2004, the Company recorded net profit of Baht 4,766 million and Baht 2,827 million respectively, and has successfully completed the equity fund raising by way of public offering of 300 million shares totaling Baht 11,100 million.

My review report dated August 8, 2003 on the second quarter of 2003 financial statements stated that I was unable to provide any assurance that the accompanying financial statements are presented fairly, in all material respects, in conformity with generally accepted accounting principles. This was because of the significant uncertainties prevailing as at that date about the Company’s ability to continue as a going concern as discussed in the fifth paragraph of this report.  As also mentioned in the fifth paragraph of this report, in 2003 and the six-month period ended June 30, 2004, the Company recorded net profit of Baht 4,766 million and Baht 2,827 million respectively and has successfully completed the equity fund raising by way of public offering of 300 million shares totaling Baht 11,100 million.            I have, accordingly, updated my report on the second quarter of 2003 financial statements to reflect this and other developments as noted in the accompanying financial statements.

Based on my review, except for the matters as discussed in the third and fourth paragraphs relating to the claims from creditors for payment from the Company and its subsidiary and the share of profits (losses) of associated companies, nothing has come to my attention that causes me to believe that the accompanying financial statements are not presented fairly, in all material respects, in accordance with generally accepted accounting principles.

I have previously audited the consolidated financial statements of TPI Polene Public Company Limited and its subsidiaries for the year ended December 31, 2003 and the financial statements of TPI Polene Public Company for the same period in accordance with generally accepted auditing standards, and expressed a qualified opinion on those statements, due to the limitation in the scope of my audit on the claims from creditors for payment from the Company and its subsidiary and the unaudited amounts of the share of profits (losses) of associated companies with the emphasis paragraphs relating to the Company’ s ability to continue as a going concern and litigation case of supply and engineering contracts for the Fourth Cement Plan Project as mentioned in my report dated February 27, 2004. The consolidated balance sheet of the Company and its subsidiaries as at December 31, 2003 and the balance sheet of the Company as at the same date, which have been presented herein for comparative purposes, are components of those financial statements, which I have audited and reported thereon. I have not performed any audit procedures subsequent to the date of that report. 

I draw your attention to the following matters covering the financial statements for the periods ended June 30, 2004 and 2003 and for the year ended December 31, 2003:

As described in Note 2 to the financial statements, as at June 30, 2004 and 2003 and December 31, 2003 the Company and its subsidiaries had a deficit of Baht 2,446 million and Baht 22,959 million, and Baht 19,654 million respectively in the consolidated and the Company’s financial statements and total current liabilities, including the Companies’ long-term liabilities under debt restructuring, exceeded total current assets by Baht 27,395 million, Baht 44,546 million and Baht 41,207 million, respectively in the consolidated financial statements and Baht 26,470, Baht 43,455 million and Baht 40,178 million, respectively in the Company’s financial statements. Currently, the Company and its subsidiaries are working to meet the conditions of the Master Restructuring Agreement. There are disputes with creditors regarding the performance of certain conditions of the Master Restructuring Agreement, which are in the process of mediation with the Company’s Scheme Creditors under the Bankruptcy Court.  The successful completion of the restructuring is dependent upon negotiation with the Scheme Creditors.  These circumstances may raise uncertainties on the Company’s ability to continue as a going concern.  The financial statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts, and the amounts and classification of liabilities that might be necessary should the Company be unable to continue as a going concern.
As described in Note 16 to the financial statements, in 1996 and 1997, the Company entered into supply and engineering contracts for the Fourth Cement Plan Project. The Company has made advance payments to two overseas companies for the supply of machinery under the contracts as at June 30, 2004 and 2003 and December 31, 2003 totaling Baht 330 million, Baht 320 million and Baht 332 million, respectively.  The supply contracts have not been completed as the Company’s bankers have withdrawn finance for the project and the two overseas companies have not delivered the machinery pending confirmation from the Company’s bankers that they will be paid the amounts due to them under the contracts.  On December 27, 2001, the Central Bankruptcy Court ruled that the Company should make payments totaling DM 93 million (equivalent to Euro 47 million), which as at June 30, 2004 and 2003 and December 31, 2003 are equivalent to Baht 2,339 million, Baht 2,272 million and Baht 2,355 million respectively due to the two overseas companies under the contracts.  The Company has appealed against this decision to the Supreme Court on the grounds that the machinery has not been delivered and, therefore, the contracts are not effective, and has not recorded such liabilities in the financial statements. The Company’s management has confirmed the intention to complete the contracts subject to finance being made available and further negotiation with the suppliers of the machinery.  The outcome of this matter is presently uncertain.

Nirand Lilamethwat

Certified Public Accountant

Registration No. 2316

KPMG Phoomchai Audit Ltd.

Bangkok

August 13, 2004
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