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NOTICE TO ALL RECIPIENTS

SCOPE OF WORK

Baker Tilly Corporate Advisory Services (Thailandimited (“BTCAS”) has not

performed an audit examination of Precious Shipdiublic Company Limited’s
(“PSL” or “the Company”) accounts or of the manageminformation, nor has
BTCAS verified the underlying transactions. Tliere, BTCAS give no opinion on
the financial statements. This is only a restaténé the Thai Baht audited financial
statements into US dollars.

In no event shall BTCAS be liable for any loss iliy cost, damage or expense
arising in any way from fraudulent acts, misrepn¢éston or willful default on the
part of the Company, its directors, employees gents.

The Report has been prepared for the use of thep@ayn its creditors, legal and
financial advisors. BTCAS does not accept any aasibility or liability to other
parties.
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1. EXECUTIVE SUMMARY

Precious Shipping Public Company Limited (“PSL™tire Company”) on 3 February
2004 engaged Baker Tilly Corporate Advisory Semi€Ehailand) Limited (formerly
Baker Tilly FAS (Thailand) Limited) (“BTCAS”) to mpare a quarterly report on the
restatement of the Thai Baht audited / reviewedsobtiated financial statements into
US dollars, prepared by the Company. The engagemeludes a review of the
Company’s mathematical calculation and the basig®fdollar restatement of both
the balance sheet and income statement.

Accordingly, a summary of the basis of the restat@nof the Thai Baht financial
statements into US dollars is attached- see Appehdi

BTCAS has undertaken to report on its review ofrdstated US dollar consolidated
financial statements for the nine-month period en@€" September 2007. In
undertaking the above, BTCAS was accorded theagdistance and co-operation of
the PSL staff and management.

The restated US dollar Balance Sheet as iSfptember 2007 indicates that the total
assets and liabilities of PSL were US$423 milliowd &JS$27 million, respectively.
The equity of PSL as at 3®eptember 2007 was therefore US$396 million.

With regards to the income statement, PSL’'s taabmue and expenses, excluding
interest and finance cost, for the nine months &8 September 2007 were US$200
million and US$93 million, respectively. Net incemafter deducting interest and
finance cost of US$2 million, equates to US$103ionil The retained earnings at the
end of the period stood at US$315 million.

! Baker Tilly FAS (Thailand) Limited changed its name to Baker Tilly Corporate Advisory Services (Thailand)
Limited effective from 25 April 2006.
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2. FINANCIAL STATEMENTS

Table 1:

Consolidated Balance Sheet as at3®eptember 2007 — Assets

Assets

Current assets
Cash and cash equivalents
Trade accounts receivable - net
Bunker oil
Other current assets

Total current assets

Non-current assets

Investment in associate held by a subsidairy

Other long-term investment

Fixed assets at cost
Vessels and vessels equipment
Drydock and special survey
Office equipment
Leasehold improvement
Vehicles
Buildings and improvement
Furniture and fixtures
Work in progress
Total

Less: Accumulated depreciation

30/9/2007 31/12/2006

BAHT Us$ BAHT Us$
3,347,955,730 98,060,317 1,258,574,577 35,003,673
44,639,502 1,307,474 101,106,910 2,812,001
- - 43,614,009 1,213,000
215,438,642 6,310,114 199,670,299 5,553,261
3,608,033,874 105,677,905 1,602,965,795 44,581,935
122,331,145 2,930,256 119,767,616 2,855,228
10,130,430 260,212 10,130,430 260,212
16,261,193,994 480,077,929 | 18,092,031,980 552,939,745
1,287,494,199 34,755,811 1,488,085,459 37,545,546
20,104,263 588,846 18,837,972 523,925
12,998,873 380,732 12,998,873 361,527
20,568,282 602,437 17,907,807 498,055
325,977,795 11,078,023 325,977,795 11,078,023
26,626,015 779,866 24,648,932 685,540
42,159,579 1,234,838 37,599,722 1,045,729
17,997,123,000 529,498,482 | 20,018,088,540 604,678,090

(8,184,062,595)

(254,009,575)

(8,994,236,845)

(295,496,902)

Total Fixed assets - net 9,813,060,405 275,488,907 | 11,023,851,695 309,181,188
Advances for vessel construction 1,024,319,829 29,999,995 - -
Deferred financial fees 303,332,062 8,884,478 - -
Other non-current assets 1,664,753 48,760 1,429,706 39,763
Total non-current assets 11,274,838,624 317,612,608 | 11,155,179,447 312,336,391
Total Assets 14,882,872,498 423,290,513 | 12,758,145,242 356,918,326
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Table 2: Consolidated Balance Sheet as at™3Geptember 2007 — Liabilities

and Shareholders’ Equity

30/9/2007 31/12/2006
Liabilities and Shareholders' Equity
BAHT us$ BAHT Us$
Liabilities
Current liabilities
Trade accounts payable 117,770,124 3,425,034 82,603,363 2,279,921
Advance received from vessel sales - - 160,060,832 4,385,000
Advance received from charterers 136,375,983 3,966,136 176,407,290 4,868,987
Provisions for loss on financial instruments 235,268,356 6,842,160 - -
Other current liabilities 354,549,306 10,311,132 301,367,123 8,317,981
Total current liabilities 843,963,769 24,544,462 720,438,608 19,851,889
Non-current liabilities
Accrued employee bonus 72,591,259 2,111,125 - -
Total non-current liabilities 72,591,259 2,111,125 - -
Total Liabilities 916,555,028 26,655,587 720,438,608 19,851,889
Shareholders' Equity
Share capital - Issued and paid - up 1,039,520,600 35,308,137 520,000,000 20,392,157
Translation adjustment 97,894,767 6,281,925 126,689,683 4,864,116
Premium on ordinary shares 411,429,745 16,134,500 411,429,745 16,134,500
Premium on treasury stock 172,445,812 4,818,467 21,114,984 578,463
Revaluation surplus on assets of subsidiary 129,085,794 3,536,413 144,278,576 3,952,632
Statutory reserve - the Company 103,952,060 2,796,328 52,000,000 1,304,730
Statutory reserve - subsidiaries 440,420,000 12,026,760 424,620,000 11,572,749
Treasury stock reserve - - 414,918,176 10,323,444
Retained Earnings 11,5658,227,162 315,344,393 | 10,325,110,201 277,923,089
Total equity attributable to the Company's
shareholders 13,952,975,940 396,246,923 | 12,440,161,365 347,045,880
Less: Treasury stock - - (414,918,176) (10,323,444)
Equity attributable to the Company's
shareholders - net 13,952,975,940 396,246,923 | 12,025,243,189 336,722,436
Minority interest - equity attributable to minority
shareholders of subsidiaries 13,341,530 388,003 12,463,445 344,001
Total Shareholders' Equity 13,966,317,470 396,634,926 | 12,037,706,634 337,066,437
Total Liabilities and Shareholders' Equity 14,882,872,498 423,290,513 | 12,758,145,242 356,918,326
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Table 3: Consolidated Income Statement for the Thre Month Period Ended
30" September 2007 and 2006

Consolidated Income Statement

3 Months to 30/9/2007

3 Months to 30/9/2006

Dividend paid

(519,684,800)

(15,220,384)

(506,132,700)

BAHT Us$ BAHT US$
Revenues
Hire income 1,730,047,635 50,709,998 1,873,599,334 49,366,824
Freight income 34,158,201 1,001,222 567,113,291 14,942,673
Total vessel operating income 1,764,205,836 51,711,220 2,440,712,625 64,309,497
Service income 944,833 27,694 4,270,609 112,525
Interest income 42,084,465 1,233,552 4,824,525 127,120
Other income 45,381 1,330 138,525 3,650
Share of profit (loss) from investment in associate held
by a subsidiary 10,337,459 296,140 10,537,112 272,003
Exchange gains - 82,399 11,236,439 11,758
Total revenues 1,817,617,974 53,352,335 | 2,471,719,835 64,836,553
Expenses
Vessel running expenses 417,350,620 12,233,102 512,546,119 13,504,901
Voyage disbursements 8,525,417 249,891 85,519,965 2,253,336
Bunker consumption 2,445,092 71,669 146,893,005 3,870,433
Total vessel operating costs 428,321,129 12,654,662 744,959,089 19,628,670
Cost of services 5,344,869 156,665 10,329,563 272,170
Administrative expenses 84,692,184 2,482,441 67,074,589 1,767,325
Bad debt and allowance for doubtful accounts (reversal) (4,160,987) (118,528) 21,105,142 556,385
Depreciation 457,437,417 12,505,351 529,946,971 14,214,802
Loss on financial instruments 235,268,356 6,842,160 - -
Exchange losses 28,839,375 - - -
Total expenses 1,235,742,343 34,422,751 1,373,415,354 36,439,352
Income before interest and financial costs and
corporate income tax 581,875,631 18,929,584 1,098,304,481 28,397,201

Less: Interest and financial costs (16,664,749) (488,466) (33,122,497) (872,733)

Corporate income tax (2,839,089) (83,218) - -
Income after corporate income tax 562,371,793 18,357,900 1,065,181,984 27,524,468
Less: Net income attributable to minority interest (2,211,875) (64,833) (500,752) (13,194)
Net income 560,159,918 18,293,067 | 1,064,681,232 27,511,274
Statutory reserve - subsidiaries - - (11,900,000) (316,585)
Depreciation of revaluation surplus of fixed assets 5,120,117 140,270 - -

(13,475,814)

Retained earnings, Beginning of the period 11,512,631,927 312,131,440 9,262,554,850 249,799,892
Retained earnings, Ending of the period 11,658,227,162 315,344,393 9,809,203,382 263,518,767
Earnings per share 0.53 0.02 1.03 0.03
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Table 4: Consolidated Income Statement for the Nindonth Period Ended
30" September 2007 and 2006

Consolidated Income Statement

9 Months to 30/9/2007

9 Months to 30/9/2006

Dividend paid

(2,654,914,216)

(76,635,760)

(1,290,636,835)

BAHT us$ BAHT US$

Revenues
Hire income 5,122,936,383 146,781,450 5,087,492,260 131,418,036
Freight income 259,918,115 7,345,764 1,648,539,299 42,685,871
Total vessel operating income 5,382,854,498 154,127,214 6,736,031,559 174,103,907
Service income 8,069,966 228,449 13,046,320 336,805
Interest income 112,527,373 3,241,641 17,954,460 464,209
Other income 1,201,261 34,137 3,555,500 89,778
Gain on sales of vessels and equipment 1,5658,219,821 42,060,309 - -
Share of profit (loss) from investment in associate held

by a subsidiary 15,369,681 439,893 10,070,804 262,327
Exchange gains - 416,477 150,105,499 132,322
Total revenues 7,078,242,600 200,548,120 6,930,764,142 175,389,348
Expenses
Vessel running expenses 1,327,641,903 37,997,325 1,5674,032,022 40,627,510
Voyage disbursements 34,925,482 987,846 283,889,130 7,332,187
Bunker consumption 49,840,729 1,403,872 418,929,656 10,842,428
Total vessel operating costs 1,412,408,114 40,389,043 2,276,850,808 58,802,125
Cost of services 20,884,563 597,374 21,214,566 549,287
Administrative expenses 287,153,050 8,251,578 175,758,814 4,545,484
Bad debt and allowance for doubtful accounts 4,541,696 129,654 23,905,500 628,988
Depreciation 1,370,246,568 37,209,482 1,569,034,463 42,157,420
Loss on financial instruments 235,268,356 6,842,160 - -
Exchange losses 157,161,149 - - -
Total expenses 3,487,663,496 93,419,291 4,066,764,151 106,683,304
Income before interest and financial costs and

corporate income tax 3,5690,579,104 107,128,829 2,863,999,991 68,706,044
Less: Interest and financial costs (56,763,230) (1,629,843) (135,661,703) (3,480,464)

Corporate income tax (2,839,088) (83,218) - -

Income after corporate income tax 3,5630,976,786 105,415,768 2,728,338,288 65,225,580
Less: Net income attributable to minority interest (5,305,115) (152,774) (5,569,823) (142,478)
Net income 3,625,671,671 105,262,994 2,722,768,465 65,083,102
Treasury stock reserve - reverse 414,918,176 10,323,444 - -
Statutory reserve - the Company (51,952,060) (1,491,598) - -
Statutory reserve - subsidiaries (15,800,000) (454,012) (18,610,000) (487,461)
Depreciation of revaluation surplus of fixed assets 15,193,390 416,236 - -

(34,150,747)

Retained earnings, Beginning of the period 10,325,110,201 277,923,089 8,395,681,752 233,073,873
Retained earnings, Ending of the period 11,5658,227,162 315,344,393 9,809,203,382 263,518,767
Earnings per share 3.40 0.10 2.65 0.07
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APPENDIX 2: POLICY OF RESTATEMENT FROM THAI BAHT
TO US DOLLAR CURRENCY

In restating the Company’s Thai Baht denominatetrfcial statements into US

dollars, consideration has been given to Thai GAAfowever, due to the unique

nature of this restatement the provisions of ThAAB may not necessarily have

been complied with. A significantly unique featuise that many of the assets,

liabilities and transactions of the Company weliginally denominated in US dollars

(“US dollar”) and translated into Thai Baht (“Bajptas required by the Stock

Exchange of Thailand (“SET”). In these instanchssé assets, liabilities and

transactions have been restated into US dollatseatxchange rate obtained from the
Bank of Thailand ("BoT”), or estimated exchangeerait which they were converted

into Baht. This, however, was not always possibleelation to transactions recorded
in the income statement, as this would require hiatceach transaction with the

exchange rate at that date, in which case the weslghverage exchange rate (as
further explained below) was applied.

Based on the uniqueness of the restatement distassse, BTCAS has sought to
ensure the application of the most appropriate austlof restatement to reflect the
underlying valuation and performance of the Company

BTCAS'’s responsibility in this assignment is to ckend certify that the US dollar
Restated Financial Statements (quarterly, semi@nrand annual Thai Baht
denominated financial statements prepared by thepaay), are correctly based in
terms of exchange rates used and formulae adofteid. includes verification of the
Bank of Thailand rates on every given date. Adhstle scope is limited only to a
review on the accuracy of the restatement of the dd#ar Restated Financial
Statements based upon the existing set of Thai &addunts which have previously
been reviewed and audited by the statutory auditors

Accordingly, the policy regarding Company’s balarsteeet and income statement
items can be described as follows:

Balance Sheet

Most items in the Company’s audited or reviewedbe¢ sheet are converted from
Baht into US dollar using the exchange rate ak@btlance sheet date announced by
the BoT. The Baht to US dollar buying rate is &gxpbn the asset side while the Baht
to US dollar selling rate is used on the liabildigle. This policy, however, is not
applied to some items as BTCAS and the Companyiderssan alternative policy, as
described below, would provide a more accuratatestent into US dollars.

» Investments originally made in US dollars and tlatesl by the Company into
Baht at the historical exchange rate as at the datthe investment are
reversed and restated back into US dollars at sustorical exchange rate.
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= Vessels, dry-dock and the special survey expenkat were originally
purchased or incurred in US dollars and translatem Baht at the historical
exchange rate as at the acquisition date are exvarsd restated back into US
dollars at such historical exchange rate.

Fixed assets originally purchased in Baht are cdaesldnto US dollars at the
historical exchange rates as at the acquisitioa ftatmajor Baht fixed assets
such as building and building improvement. Howewghers items such as
office equipment, leasehold improvement, vehidles)iture and fixtures, and
work in process, are converted in US dollars dee@abalance sheet date.

Please note that any items existing in the accobeftsre July 1997 such as
building and building improvements are convertedraexchange rate of Baht
25.5 = US$1.00 since the floatation of Baht comnedria July 1997 as before
such date the Baht to US dollar exchange rate efasively stable at Baht

25.5 = US$1.00.

Depreciation of assets which were originally acedim US dollars is restated
using the historical exchange rate as at the dhtacquisition. However,
where the assets were originally purchased in Bdi#, depreciation is
converted into US dollars at the balance sheet. dase mentioned, the
historical exchange rates as at the acquisitioe datapplied for the major
Baht fixed assets.

= Advance for vessel construction is mostly denoneidah US dollars and are
translated into Baht at the historical exchange &at at the payment date and
restated back into US dollars at such historicaharge rate.

= Accounts receivable and payable, and advance mxteftom charterers
originally denominated in US dollars and translatdgd Baht at the exchange
rate as at the balance sheet date are reversagstated back into US dollars
at such exchange rate as at the balance sheet date.

= The nature of other current assets and liabililemostly very current and
therefore the exchange rate as at the balance déteets applied.

= Other assets denominated in US dollars and traaslaito Baht at the
exchange rate as at the balance sheet date area@\snd restated back into
US dollars at such exchange rate.

= Loans from banks and interest payable are mostipméated in US dollars
and are translated into Baht at the exchange eatd the balance sheet date.
The restatement into US dollars therefore has deee at such exchange rate
to reverse the translation.

= Minority interest is derived from minority sharetlets’ portion in the retained
earnings of subsidiaries of the Company calculatethe balance sheet date
and therefore the exchange rate as at the balaee¢ date is applied.
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= Translation adjustment primarily relates to Bahhalminated assets and
liabilities restated at different exchange ratedJ® dollars resulting in an
imbalance in the balance sheet. This should noirdor assets and liabilities
originally denominated in US dollars as we havegbdbuo restate the Baht
amounts to the original US dollar amounts. It $tddberefore be understood
that the US dollar cumulative translation adjusttmemot the translation of
the Baht translation adjustment.

= Share capital and reserves are restated at tharibédtexchange rates. Any
increase or decrease is restated at the corresgpaderage exchange rate of
the month in which the transaction has occurred.

Income Statement

Most items in the Company’s audited or reviewed tBdbenominated income
statement were originally denominated in US dolkmd translated into Baht at the
prevailing exchange rdtat that time. In order to perfectly restate theaasactions
it would be necessary to match each transactiom itgithistorical exchange rate. This
is outside the scope of our review. These itemg Haeen translated using the
weighted average exchange rates the three months ended Septembét, 2007,
which should approximate (where income, expensdsanohange rates are relatively
stable) the historical exchange rates of each aiw. This policy, again, is not
applied to some items as Baker Tilly and the Comgpemnsiders an alternative
policy, as described below, would provide more aaimurestatement in US dollars.

= Depreciation of assets originally acquired in USlade is similar to the
depreciation item in the balance sheet. This itemot directly translated
using the weighted monthly average exchange rate the historical
acquisition exchange rates. As mentioned in tHanice sheet section, the
historical exchange rates are also applied to nBgiit fixed assets. However,
the other items such as vehicles, furniture antufes and office equipment
are restated at the weighted monthly average egehiaate.

= Gains / losses on disposal of fixed assets areectats at the actual Baht to
US dollar exchange rate as at the date of asgmasdisfor both US dollar and
Baht sales.

= The exchange gain (loss) in the US dollar inconagestent arises from Baht
denominated monetary assets and liabilities, mfb@d assets and current
assets and liabilities which in US dollar termsédatanged in value from the
previous period. Due to the complexity in obtainohgfailed figures for each
item, it is then assumed that the total amounthels¢ Baht denominated
monetary assets and liabilities remain unchangsd the previous period and
thus the gain (loss) in US dollar restated incortagement is derived by

' The foreign exchange rate used is the monthly geerate of the previous month, obtained from the
Bank of Thailand, e.g. average Baht to US doll& of April is applied as the basis for the month o
May.

2 The weighted average rate is the monthly average oatained from BoT, weighted by the number
of operating days of the Company’s vessels for @aghth
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comparing the US dollar amount of those items endtrrent period with that
of the previous period.

= Dividend paid denominated in Baht is restated athistorical exchange rates
in which the dividend payment occurred.

» Retained earnings at the beginning of the yearestated into US dollars at
the actual historical exchange rate for the periadahich retained earnings
were recorded.

= Loss on financial instruments is converted at BaH)S dollar selling rate as
of the balance sheet date.
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