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NATIONAL FERTILIZER PUBLIC COMPANY LIMITED

AND ITS SUBSIDIARY COMPANY
REPORT AND CONSOLIDATED INTERIM

FINANCIAL STATEMENTS

30th JUNE, 2004

REVIEW REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Shareholders and Board of Directors of

National Fertilizer Public Company Limited


I have reviewed the consolidated balance sheet of National Fertilizer Public Company Limited and its subsidiary company and the balance sheet of National Fertilizer Public Company Limited as at 30th June, 2004, and the related statements of earnings for the three-month and the six-month periods then ended and the related statements of change in shareholders’ equity and cash flow for the six-month period 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 report on these financial statements based on my review.  

I conducted my review in accordance with the auditing standard applicable to review engagements.  This standard requires 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.  I have not performed an audit and, accordingly, I do not express an audit opinion.


As shown in the Company's consolidated financial statements, the separate financial statements and the notes to financial statements.


1)
The Company and its subsidiary company have incurred net loss on operation in the consolidated financial statements and the separate financial statements for the three-month period ended 30th June, 2004 in the amount of Baht 293.94 million and Baht 286.03 million, respectively, and for the six-month period then ended in the amount of Baht 4,414.11 million and Baht 4,396.07 million, respectively, and as at the same date in the consolidated financial statements and the separate financial statements have deficit in the amount of Baht 10,760.22 million and Baht 10,648 million, respectively, with its total current liabilities exceeded total current assets in the amount of Baht 8,642.10 million and Baht 8,608.74 million, respectively, and its total liabilities exceeded total assets in the amount of Baht 8,273.60 million and Baht 8,161.38 million, respectively.


2)
The Company has not performed in accordance with the loan agreement concerning loans and interest payment and financial ratio.  Furthermore, it was notified in a letter issued by the Stock Exchange of Thailand reference No. Bor Jor 453/2546 dated 6th June, 2003 that the Company has been classified in the group of Business Rehabilitation Plan and actions are to be taken by the Stock Exchange of Thailand, due to its negative shareholder’s equity.  As such the Company should be subject to the Business Rehabilitation Plan under the requirements of the Stock Exchange of Thailand, as well as to be suspended from trading its securities until the Company is able to resolve the causes for the delisting.  The Company and the financial institution creditors including the new investors has proceeded of petition for Business Rehabilitation Plan with the Central Bankruptcy Court.  On 30th December, 2003 the Central Bankruptcy Court issued an order approving the Business Rehabilitation Plan, and appointed a private company as the Planning Manager.  Currently, the Company is proceeding in accordance with the Business Rehabilitation Plan as mentioned in Note 6 to the financial statements.  However, the Company may face the uncertainty in the ability to comply with conditions specified in the Business Rehabilitation Plan.


3)
On 29th March, 2002, the subsidiary company entered into a default Long-Term Loan Debt Restructuring Agreement and is proceeding in accordance with the said Debt Restructuring Agreement.  However, the subsidiary company did not meet its obligation under the Debt Restructuring Agreement in relation to the appropriation of cash flows for debt payment, and on 22nd August, 2003 the subsidiary company received a letter from the Industrial Estate Authority of Thailand notifying the cancellation of the Agreement for Joint Development of Construction of the Pier Area, and required the subsidiary company to return the possession of the pier to the Industrial Estate Authority of Thailand within two months from such cancellation date.  The subsidiary company was also required to pay for the outstanding compensation of Baht 155.85 million together with interest within 22nd October, 2003.  On 25th March, 2004, the Board of Directors of the Industrial Estate Authority of Thailand had a board resolution to cancel all negotiation and to take legal action against the subsidiary, as well as calling for payment under the letter of guarantee issued by the bank of Baht 6 million.  On 14th May, 2004, the Industrial Estate Authority of Thailand filed charges against the subsidiary with the Civil Court for breach of the Agreement for Joint Development of Construction of the Pier Area, and claimed for damage of Baht 3,451.13 million, interest payment on the outstanding compensation principal amounting to Baht 207.80 million, and a penalty of Baht 1.99 million, starting from the date of charges being filed until payments made.   Subsequently, on 2nd July, 2004, the subsidiary counter-claimed that the Industrial Estate Authority of Thailand was itself in breach of the Agreement and that the cancellation of Agreement by the latter was not legal, and demanded a compensation for damage incurred to the subsidiary at Baht 6,057.84 million.  Currently, the case is pending trial.

By resolution of the meeting of the shareholders on 16th April, 2004, the subsidiary company would go into business rehabilitation via the Central Bankruptcy Court, with the written support of the creditor banks and financial institutions.  On 30th June, 2004 the Central Bankruptcy Court gave an order for the subsidiary to rehabilitate as well as appointing the subsidiary to be the administrator.  At present, the subsidiary is in the process of planning for the business rehabilitation.

The above matters raise substantial doubt about the Company and its subsidiary company ability to continue as a going concern.  The financial statements are prepared in accordance with generally accepted accounting principles and do not include any adjustments relating to the recoverability of the recorded assets and the amounts and classification of liabilities that might be necessary should the Company and its subsidiary company be unable to continue as a going concern.


As the results of the uncertainty of the Company and its subsidiary company to continue as a going concern as described in the preceding paragraph may have a material adverse effects on the financial statements, I am unable to draw a conclusion from my review of the Company’s consolidated financial statements and separate financial statements.


I had audited the consolidated financial statements for the year ended 31st December, 2003 of National Fertilizer Public Company Limited and its subsidiary company and the separate financial statements of National Fertilizer Public Company Limited in accordance with generally accepted auditing standards and stated that I was unable to express an opinion on the consolidated financial statements and the separate financial statements due to the uncertainty relating to going concern of the Company and its subsidiary company, as reported on 17th February, 2004.  The consolidated balance sheets of the Company and its subsidiary company and the separate balance sheets of the Company as the same date, as presented herein for comparative purpose formed an integral part of the financial statements which I had audited and reported thereon.  I have not performed any other audit procedures subsequent to the date of that report.


I had reviewed the consolidated financial statements for the three-month and the six-month periods ended 30th June, 2003 of National Fertilizer Public Company Limited and its subsidiary company and the separate financial statements of National Fertilizer Public Company Limited in accordance with the auditing standards applicable to review engagements and stated that I was unable to draw a conclusion on the financial statements due to the uncertainty relating to going concern of the Company and its subsidiary company, as reported on 31st July, 2003.  The consolidated statements of earnings for the three-month and the six-month periods then ended, the consolidated statements of change in shareholders’ equity and consolidated cash flow for the six-month period then ended of the Company and its subsidiary company and the separate financial statements of the Company for the six-month period then ended, presented herein for comparative purpose formed an integral part of the financial statements which I had reviewed and reported thereon.  I have not performed any other audit procedures subsequent to the date of that report.


Mr. Boonsri  Techavarutama


Certified Public Accountant (Thailand) No. 3336


BDO Richfield Limited

BANGKOK :  29th July, 2004
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