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Dear Sirs,

Audited accounts for the year (18 months) ended 31% March 2008.

We write to inform that the Board of Directors of the Company at the Meeting held
on 30" June 2008 has approved the audited financial results of the Company for
the year (18 months) ended 31% March 2008.

The aforesaid audited financial results with comparative figures relating to the
previous financial year are enclosed for information.

Thanking you,

- ' Yours faithfully

For SOUTHERN PETROCHEMICAL

WAL NDUSTRIES CORFORATION LTD
08003639 / L !

N RAMAKRISHNAN
GL SECRETARY
Encl: as above
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Notes:

. As certain working capital lending banks have raised claims before the Hon'ble

Debt Recovery Tribunal (DRT) which the Company is contesting, opening of letters
of credit by banks was affected. As a result, the Ammonia and Urea plants which
were stopped on 26.03.2007 for turnaround activities could not recommence their
operations. However, the Phosphatic. plants were in operation from 19.8.2007 1o
4.2.2008. Other Divisions continued their operations through out the accounting
period. .

The above results have been prepared on a going concern basis, though the net -

worth of the Company has turned negative considering the current discussions the
Company is having with Asset Reconstruction Company (India) Limited [ARCIL} for
an appropriate scheme to restructure its debt obligations, which the Management
expects to fructify in the near future and also the proposals for improvement in
Company's operations and optimum utilization of plant capacities.

Credit for subsidies receivable from the Government of India is taken, based on
the provisional rates nofified by the Government, from fime to fime. Also,
necessary provisions have been made for changes on account of input cost

variation, in accordance with the policy, and the amount of vonohon is expected’

io be announced by ’fhe Government of India, shortly.

Previous vear's / period's figures have been regrouped / recast, wherever
necessary, to conform to the classification of the current period.

The Company has carry forwdrd businass loss and unabsorbed depreciation,
which give rise to a net deferred tax assei. However in the absence of viriual
certainty that sufficient future taxable income will be available against which such
deferred tax asset can be redlized, the same-has not been recognized.

During the peried, the Governmeni of India, Minisiry of Chemicals and Fertiiisers,
has issued "Ferliliser Companies' Government of india Special Bonds' amounting
to Rs.4350.40 loc towards the subsidy receivable in addition 1o cash disbursements.
These Bonds have been treated as Current Investmenis. The Bonds are fradable in
the market and therefore a Mark to Market provision of Rs.1563.23 lac has been

. considered in the accounts.

During the petied, EDAC Engineering Limited {EDAC], formerly known as SPIC JEL
Engineering Consiruction Limited, has become an Associate of the Company.

The figures given in the consolidated resulls include those relating to SPIC Fertilizers
and Chemicols Limited, Maurtius, which are based on management occounf
and not audited.




9 Other income includes foreign exchange gain of Rs.2495.63 Lac.

10 The disclaimers/qualification included by the Auditors’ in their audit report on the
accounts of the Company for the period ended 31st March 2008, and the
explanation of the Board thereon are as under: '

a. Avuditors' disclaimer. “The Company has invested in equity shares of SPIC
Petrochemicals Limited amounting to Rs. 25,375.00 lac, in Redeemable
Cumulative Non-Convertible Preference Shares of Rs.5.00 lac, Zero Interest
Non-Transferable Bonds of Rs.30,609.63 lac, which are repayable in ten
equal half yearly installments after 12 years from the commencement of
commercial production or fotal repayment of the term loans to the lenders
whichever is eariier. Apart from the above, coniracts in progress (net of
progress payments received) and other receivable include Rs.450.66 lac
receivable from that company. In view of the delay in the implementation
of the project we are unable to express an opinion on the provision that
may be required for the diminution in value of investments if any, and the
ultimate shortfall in reaqlization of contracts in progress and other
receivable”,

Explangtion: SPIC Pefrochemicals Limited (SPIC Petro) is in the process of
identifying a Joint Venture Partner to revive the project. The Asset
Reconstruction Company (india) Limited [ARCIL) has acquired substantial
quantum of security inferests on the financial assistance extended by
certain lenders and SPIC Petro is coordinating with ARCIL for implementing
a suitable restructuring scheme. In view of the above, the Company is
hopeful of implementing the project in the near future.

b. Auditors’ Qualification: “Attention is invited to Note No.8 of Schedule 15 (B),
regarding the investment in equity share capital of one of the promoted
companies, the carrying value of which amounts to Rs. 13840.22 lac (net of
provision}. In view of the inordinate delay in implementation of the project
undertaken by the company and in the absence of any significant progress
in this regard during the past six years, the ultimate realizability of the
carrying value of this investment, in our opinion, is doubtful and no
additional provision has been considered in the accounts recognising
probable loss to that extent.”

Had the provision been considered for the above, a) the loss for the period
would have been Rs.70522.63 lac as  against the reported  loss  of
Rs. 56682.41 lac; b) the accumulaied loss as at 31 March, 2008 would
have been Rs.88031.65 lac as against the reported loss of Rs.74191.43 lac;
¢) the carrying value of investments would have been Rs.89813.19lac  as
against the reported investments of Rs.103,653.41 lac; and d) the
earnings per share (Basic and Diluted) would have been (Rs. 65.58)
as against (Rs.52.75). ‘




Explanation: On an assessment of the carrying value of the assets of the’
said company, provision for diminution in value of investments has been .
made to the extent of Rs.4613.41 lac and the receivables have been fully =

provided for. The Management is of the view that the canmying value of the
investments amounting to Rs.13840.22 lac (net.of provision of Rs. 4613.41
lac) is ultimately realizable. -

. Auditors’ disclaimer: "The debt servicing obligations as per the Corporate
. Debt Restructuring (CDR} package dated 19" March 2003 which has
dlready fallen due for payment but remaining unpaid. In view of the
acquisition of substantial portion of the financial assistance granted by
certain banks / financial institutions by Asset Reconstruction Company
(India) Limited {ARCIL) together with all security interests in respect thereof
and Company's negotiation with ARCIL for a suitable restructuring scheme
and in the absence of any specific demand by any of the lenders, we are
unable to express an opinion on the additionat liability that could arise on
the non fulfiment of the repayment obligations as per the” CDR
Package". :

Explanation: Asset Reconstruction Company {India) Limited {ARCIL) has
acquired a significant quantum of financial assistance extended by certain
secured lenders pursuant to the provisions of Secuitization and
Reconstruction of Financial Assets and Enforcement of Security Interest Act,
2002 and the Company is in confinuous discussion with ARCIL.  In view of

ihe on going discussions, the Company is hopeful of implementing a |

suitable restructuring scheme wilh lenders affer considering the liabilities
and their serviceability.  Therefore, Management is of the opinion that no

additional liability will arise on account of non-fulfilment of repayment .

obligations under the CDR package.

11. During ihe period ended 31% March 2008, no invesior complaini was received. No
invesior cormpiaini was pending at ihe beginning and af ihe end of ihe period.

The above resulis were approved by the Board af its meeting held on 30" June 2008.

for and on behalf of the Board

f oo omd—

Dr.A.C.MUTHIAH

30 June, 2008 CHAIRMAN
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