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FINANCIAL HIGHLIGHT

(Vidae : Wuun)

Unit : Thousand Baht
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Total Sales
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Total Revenues
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Gross Profit (Loss)
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Net Profit (Loss)
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Total Assets
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Total Liabilities

D9y

Total Equity
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Net Profit (Loss) Margin (%)
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Return on Equity (%)
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Return on Total Assets (%)
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Earning Per Share (Baht)
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Dividend Per Share (Baht)
fasnduilunasiamls 5 (Fewaz)
Pay Out Ratio (%)

yadvuaudd ()

Book Value (Baht)

usun mlaAliga mnssu suia (UHIBL)

620,541

632,169

160,983

80,210

532,512

162,752

369,760

12.69

22.54

16.06

5.73

4.75

82.91

26.41

600,728

606,070

146,054

47,122

466,317

124,267

342,050

7.78

13.60

10.39

3.38

3.75

111.41

24.43

535,019

538,793

132,334

61,460

440,433

89,505

350,928

11.41

18.51

14.29

4.39

4.00

91.12

25.07
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2004

558,963

562,930

133,717

17,892

419,498

106,229

313,269

3.18

552

4.33

1.28

1.70

133.02

22.38
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2003

528,755

535,385

100,184

42,860

407,751

73,174

334,577

8.01

13.10

11.22

3.06

2.80

91.46

23.90
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ﬁ%aﬂummé’anquﬁw PATO CHEMICAL INDUSTRY PUBLIC COMPANY LIMITED (PATO)
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Email Address : pato1@cscoms.com, pato2@cscoms.com
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Tns 0 2812 1756, 08 1494 9224

Pato Chemical Industry Public Company Limited
Pato Chemical Industry Plc. (PATO) is the importer, formulator, distributor of Agrochemical products.
Company Registration No. 0107536001214
Head office: Pato Building 3388 New Petchburi Road, Bangkapi, Huaykwang, Bangkok 10310.
Tel : 0 2318 5612-19, 0 2318 0360-9 Fax : 0 2318 0367
Email Address : pato1@cscoms.com and pato2@cscoms.com
Factory : 569 Bangpoo Industrial Estate, Soi 12 Patana 3 Road, Praksa Sub-district, Muang District, Samutprakarn
Tel : 0 2324 0890-1 Fax : 0 2324 0187
Registered capital 140 million baht of total 14 million shares. Par value 10 baht per share.
Companies of which Pato hold share greater than 10% : None
Other References
Registrar : Thailand Securities Depository Co.,Ltd.
Auditor . Mr.Pradit Rodloytook Registration No. 218
Ms.Nongram Laoha-Areedilok No. 4334
AST Master Co.Ltd.
790/12 Thonmglor Tower Soi Thonglor 18 Sukhumvit 55, Klongtoey Bangkok 10110
Tel : 0 2381 8016 Fax : 0 2381 5716
Legal Adviser : Rompoh Law Office
719/86 Moo 10 Petkasem Road Nongkam, Bangkok 10160
Tel : 0 2812 1756, 08 1494 9224

Annual Report 2007 - PATO CHEMICAL INDUSTRY PLC.
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Company profile

Pato Chemical Industry Plc. was established on 6 October 1973 to import, formulate, and distribute
pesticides in Thailand. Its registered capital was at first 1 million baht with total ordinary shares of 1,000 at par
value of 1,000 baht per share. Pato went public and changed its name to PATO CHEMICAL INDUSTRY PUBLIC
COMPANY LIMITED in October 1993 then continued to sell its ordinary stocks for 3,000,000 shares at Bt 55 per
share, valued at Baht 10 per share in July 1995, PATO increased its capital to Baht 140 million. The company
has been listed in the Stock Exchange of Thailand in August 1995.
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Major Changes and Development in 2007

January 2007

April 2007

September 2007

October 2007

November 2007

The company appealed to the court to suspend the execution for the

case sued by ltochu as alleged guarantor.

2007 Annual General Meeting of Shareholders where the meeting appointed
Mr.Pradit Rodloytook or Ms.Nongram Laoha-areedilok to be 2007 auditor.
Dividend payment of 3.75 baht per share for 2006 performance

The Company had entered into a compromise agreement in appeal court
with ltochu as per details in lawsuit declaration page 28.
Licensed to be formulator and distributor of Captan (Captan 50% WP)

Licensed to be formulator and distributor of Pacco (Paclobutrazol 15% WP)

Licensed to be formulator and distributor of Tea Seed Meal (Saponin 10% DP)

Annual Report 2007 - PATO CHEMICAL INDUSTRY PLC.
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1. Rights of Shareholders

Corporate Governance Policy

The company’s Board of Directors is aware of the importance of Corporate Governance in increasing operational
transparency and shareholder confidence, creating thorough management and acting with caution for the greatest benefit,
and which can be subject to auditing. The company is steadfast in its aim to undertake business for the satisfaction of
shareholders and provision of good return on a continuous and secure basis. The company holds a general shareholders
meeting in which there is a quorum and participants take part in considering various agendas and acknowledge
operational results. The company realizes the right of shareholders to receive correct, sufficient, immediate and equal
information. In 2007 the company conduct annual general meeting of shareholders on Tuesday 10, April 2007. Therefore,
the company prepares documents and details which shareholders should have knowledge of, and gives these to
shareholders for their consideration at least 14 day before the meeting. In the event the shareholder cannot attend the
meeting, the company includes a documentary consent of representation together with the invitation to the meeting. With this
documentary consent of representation, the shareholder can give power of attorney to another person or a member of the
audit committee, to attend the meeting and exercise right to vote according to the wishes of the shareholder. Registration
procedure is opened at least 1 hour before the meeting time.

In voting, one share is equally entitled to one vote. For any connected transaction agendas, interested shareholders
will be informed to abstain from voting.

In addition, the company makes a complete and correct record of the meeting, which can be checked by shareholders.

2. Equitable Treatment of Shareholders

The company holds a general shareholders meeting at a location where it is convenient for directors, executives, and
shareholders. Before each meeting, the company prepares documents and these are assigned to Thailand securities depository

company limited which then undertakes to send the meeting agenda and documents for prior consideration, as is stipulated
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by stock exchange regulations. Directors, the Audit Committee and managements attended the general shareholders’ meeting
held in 2007 in full force. The Chairman of the meeting gave shareholders equal rights and freedom to ask questions and express
views and voting procedure was clearly explained. The chairman also announced number of votes; approve, disapprove and
abstain from voting. The auditor and legal advisor also observed the meeting.

Shareholders will be able to propose any agendas to the board for consideration before February of every year by mail,
fax or e-mail : auditcom.pato@gmail.com

Conflict of interest

- The Board of Directors has received knowledge of items with conflict of interest, and related items. These have come
under careful consideration. Besides, stock market regulations concerning the revelation of such items have been adhered to.

- Protecting against the use of insider information

The company has a policy and method to prevent company executives from using the company’s inside information
for personal gain or for the purchase of securities before the company’s financial statement is disclosed to public. Anyone
with no responsibility with compiling the financial statement will have no access to information in the financial statement until
that financial statement is officially released to the public. Moreover, all executives and personnel must immediately report to
the company secretary of any changes or additions to the securities they hold, so that this information is each time reported
to the Chairman of the Board.

3. Role of Stakeholders

The company attaches importance to all affected groups, including employees, customers, competitors, commercial
creditors, environment and society.

Employees : The company emphasizes unity among employees, working together in a peaceful and facilitating
atmosphere, and gives employees the opportunity to develop their potential and to utilize their knowledge and ability to help

in creating progress for themselves and the company. The company provides reasonable and fair compensation and fringe
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benefits to the employee for example annual check up, health and life insurance, transportation, hygienic canteen with fair
price and free rice, sport facilities, bonus, hardship allowance, annual party and excursion, and provident fund. For security
reason, the company has established Safety, Occupational Health and Environment Committee to regularly control safety such
as heat, light, and sound including machineries survey and maintenance.

Customer : The company manufactures quality and standard products with a fair price. In this regard, the company
joined a core group to help push for the Project for Manufacturing of Quality Products under the Thai Crop Protection Association.
The products must pass standard of the Office of Agricultural Regulation, Ministry of Agriculture and Cooperatives. The
company researches for more products to suite geographic conditions, climate, and which are disease-controllable with
regard to insects and weeds, so as to increase production for farmers. At the same time, through the help of a work
team with high knowledge and experience, the company also emphasizes providing knowledge and correct product type
usage and correct and method of usage, for the safety of both farmers. The team will also report any complaint from
customers every month.

Competitor : The company treats competitor as per normal practice and follow frameworks according to law.
The company has never got into any legal case with competitors.

Commercial Creditor : The company complies with all trade agreements made with creditors and also makes on
time payment.

Environment : As all sides attach importance to the environment, the production base has thus been moved to the
Bangpoo Industrial Estate, with cooperation given to all sides of government and private sectors. Cooperation is given by strictly
adhering to related conditions and regulations regarding Safety, Occupational Health and Environment. The company hire a
professional company to handle wastes and pollutants.

Moreover, the company realizes the danger of incorrect usage of chemical substances and types, and has

thus always undertaken to provide knowledge to all sides. It has also undertaken research to find products that least affect the
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environment while at the same time effectively increase production for farmers.

Social : The company is attentive to social by supporting social activities especially for the education of children. Major
activities includies : Scholarship for Graduate School, Mahidol University, Book for Children Foundation, Book for Library in rural
area arranged by Chulalongkorn University Book Center, Donation through the SET for Children Foundation, Donation
through World Carp Organization for the construction of Canteen at Krataidon School, Srisaket, Sponsor Bodindecha
School for Military Band World Championship Contest, Donation to Rural Children Foundation, Donation to CCF Foundation and
The National Council on Social Welfare of Thailand.

The company provides complain channel for stakeholders through audit committee by mail to Audit Committee,
Pato Chemical Industry Plc. Pato Building, 3388 New Petchburi Rd. Bangkapi, Huaykwang, Bangkok 10310, Fax 02
3180367 or e-mail auditcom.pato@gmail.com

4. Disclosure and Transparency

Internal control and auditing system

The company places importance on efficient control at both the management level and operational level. There is
supervision to ensure that company assets are used for to bring in benefit and there is separation of duties for work
executors, monitoring people and those undertaking evaluation. This is to ensure that a balance is created and there is
appropriate check and control. In addition, there is also internal control concerning finances, and the company has set a
system whereby a financial report is presented to administrators in each responsible department and adhere to written

regulation set. The internal auditing division must report their findings directly to the audit committee.
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Board of Directors report

The company’s Board of Directors is responsible for the balance sheet of the company, and for financial information
appearing in the annual report. The said balance sheet is prepared under an accounting standard certified throughout
Thailand, with an appropriate accounting balance that has been practiced on a regular basis chosen, and prepared with utmost
consideration and estimation. Sufficient key financial information is also provided in remarks included in the balance sheet.

The Board of Directors has seen to it that effective internal control system is maintained, so that there is good
reasonable confidence that the recorded financial information is correct, complete and sufficient enough to maintain assets
and to be aware of weak spots in order to prevent corrupt or dubious practices.

For this reason, the company’s Board of Directors has appointed an Audit Committee which comprises Directors
not dealing in management and who are responsible for quality of financial reports and internal control. The views of the
Audit Committee on these matters appears in the report by the Audit Committee, which is shown in the annual report.

The Board of Directors views that the company’s overall internal control system is at a satisfactory level and is

able to create good reasonable confidence in the consolidated balance sheet for the company as at December 31, 2007.

(Mr.Metha Trillit)

President
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Investor Relations

The Board of Directors places importance on presenting correct, complete, transparent and thorough information in
financial reports and in the presentation of general information, as well as vital information concerning company assets.
The various information is disseminated via stock market channels and communications. The company has not yet established
an investor relations work unit, but has assigned Mrs.Parichart Manuthasna, the Office Manager, to undertake contacts with
institutional investors, shareholders and as well as analysts and related government sectors. Investors can contact for more
information at Tel 0-2318-0360-9 ext 118 or e-mail : pato2@cscoms.com The Board of the company adheres to the Code of
Best Practices as exercised by the Board of listed companies strictly following the guidelines set by the Stock Exchange.
On November 12, 2007, the board of directors appointed Mrs. Parichart Manuthasna as Company Secretary.

5. Responsibilities of the Board of Directors

Definition of Independent Directors

1. Holding shares not more than 5% of total voting shares of the company, the affiliated companies, holding companies
or the person who may have the conflict (counting of the person concerned according to Section 258 of Securities Law)

2. No participation in management including employee, staff, business consultant who receives permanent salary or
the person who has the power to control the company or affiliated companies, holding companies or the person who has
the conflict of interests unless the said benefit or interest has passed over one year.

3. No business relations, nor benefits nor interests direct or indirect both financial and management aspect of the company,
affiliated companies, holding companies or the person who may have the conflict of interests up to the level of lacking independence.

4. Not the close relatives of the executive, the major shareholders of the company, affiliated companies, holding
companies or the person who may have the conflict of interests and is not appointed to be the representative to protect

the benefit of the director or major shareholders.

Annual Report 2007 1 9 PATO CHEMICAL INDUSTRY PLC.
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Appointment of Directors
e Directors of the company have not do been appointed by the nominating committee.
e At present, eight directors represent major shareholders.
e The company shall have a board of directors comprising of at least 5 directors to conduct the business of the
company, not less than half of whom shall reside within the Kingdom.
e The directors shall be elected at the shareholder meeting in accordance with the following rules and procedures:

- Each shareholder shall have a number of votes equal to the number of shares held.

- Each shareholder may exercise all the votes he or she has under (1) to elect one or several persons as director
or directors but the shareholder shall not allot his or her votes to any person in any number.

- After the vote, the candidates shall be ranked in order descending from the highest number of votes received to
the lowest, and shall be appointed as directors in that order until all of the director positions are filled. Where the votes cast
for candidates in descending order are tied, which would otherwise cause the number of directors to be exceeded, the chairman
shall make the decision for the remaining appointment.

Vacancy of Directors

e At every annual general meeting, one-third of the directors shall retire. If the number of directors is not a multiple
of three, the number of directors closest to one-third shall retire for the first year. For the second year after the registration of
the company, the retirement shall be selected by drawing lots. In subsequent years, the director who has held office longest
shall retire.

e Apart from vacation upon the expiry of his or her term, a director shall vacate office upon :

1) death ;
2) resignation ;

3) lack of qualifications or possession of prohibited characteristics under Section 68; of Public Limited Companies Act BE2535
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4) Removal by a resolution of the shareholder meeting of not less than three quarters of the number shareholders
attending the meeting who have the right to vote and who have shares totaling not less than half of the number of shares
held by the shareholders attending the meeting and having the right to vote.

5) Removal by a court order.

e In the case of a vacancy in the board of directors for reasons other than the expiration of the director's term of office,
the board of directors shall elect a person who has the qualifications and who possesses no prohibited characteristics under
Section 68 as the substitute director at the next meeting of the board of directors, unless the remaining term of office of the
said director is less than two months. The substitute director shall hold office only for the remaining term of office of the director
whom he or she replaces. The resolution of the board of directors shall be by a vote of not less than three-quarters of the
number of directors remaining.

Leadership and vision

The Board of Directors participates in setting policy, business plan and company budget, and in seeing that the
Management implements the set plan.

The Board of Directors has set a system for internal control, auditing and monitoring.

Power and Obligation of the Board of Directors

1. To supervise and manage in order to make sure that the operations of the company are in accordance with the law,
the objectives and Articles of Association of the company as well as the resolution of the Shareholders’ Meeting, and to protect
the company’s interest based on good corporate governance.

2. To establish the policy and operation direction of the company and to supervise the management to operate as approved plan.

3. To make the arrangement of the Shareholders’ Meeting as an Annual Ordinary Shareholders’ Meeting within 4 months
as from the end of the fiscal year of the company and the arrangement of the Shareholders’ Meeting as an Extraordinary

Shareholders’ Meeting when necessary.
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4. To hold the Board of Directors’ Meeting every three months and not less than half of the directors will attend
the meeting. The resolutions of any meeting of directors are decided by the majority of votes, in case of an equality of votes,
the chairman has a casting vote.

5. To make an arrangement of the balance-sheet and the profit and loss statement as at the end of the fiscal year
of the company in order to present to the General Ordinary Shareholder's Meeting to scrutinize the balance-sheet and the profit
and loss statement, and the Board of Directors shall have the auditor to finish the auditing prior to the presentation to the
Shareholders’ Meeting.

6. To assign the power of management to the Managing Director to carry out the business of the company including
the power to appoint or remove the staff of the company as well as the fixing of the remuneration.

7. To scrutinize and approve the annual budget for investment and for business operation of the company.

8. To implement the internal control and internal audit including financial control system, operation and to supervise
the performance as well as risk control and risk management.

9. To make an arrangement of financial information report, information and general information important for the
shareholders properly, completely and sufficiently together with the verification of the report.

10. A director must not, without the notification to the general meeting of shareholders prior to the appointment,
undertake commercial transactions, nor he or she be a partner or a shareholder in another juristic person of the same nature as
and compete with that of the company.

11. The director who has a special interest in the contract entered with the company or the increase or decrease of the
shareholders or of the debentures of the company, must notify the company without delay.

The Power and Obligations of Executive Directors
1. To establish the strategic directions and business operation with highest effectiveness and efficiency.
2. To evaluate and to scrutinize the investment project and annual budget in order to be approved by the Board of Directors.

3. To sign in the documents binding on the company as appointed by the Board of Directors.
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4. To consider and approve the executing of forward contract as risk management of currency and foreign exchange.

5. To allot the resources and recruit the personnel of potential for the highest benefit of the company.

The Power and Obligations of Audit Committee

1. To review the sufficiency, credibility and objectivity of the financial report

2. To review the adequacy and effectiveness of internal control systems and internal audit functions.

3. To review compliance with the Securities and Exchange Acts, Regulations of the SET, and any other relevant laws.

4. To consider and advise the appointment of the external auditors including the audit fee.

5. To consider compliance with all connected transaction disclosures of the conflict of interests disclosure.

6. To report the activities of the audit committee in the company’s annual report, which must be signed by the chairman
of the audit committee.

7. To take care of any other matters assigned to it by the board of directors.

Summary of Significant Transaction Approved

Transaction approved Board of Directors President and Managing

Director
1. Approval for purchasing and procurement per transaction Above 40 Million Baht Less than 40 million baht
2. Approval for sale of inventories, and fix assets per transaction Above 40 Million Baht Less than 40 million baht
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Work ethics

The company has come out with a written code of ethics for the Board of Directors and employees, to serve as a
guideline for those concerned in executing their duties with honesty. The company also holds staff meetings on a regular basis.

Code of conduct for Directors of Pato Chemical Industry Plc.

1. Conduct their duties honestly and with integrity, comply with all laws, the objectives and the articles of association of the
company, and the resolutions of any shareholder meetings in goods faith, and with care to preserve the interests of the company.

2. Implement and direct the company’s policies, as well as monitor and supervise its operations to maximize economic
value and shareholders’ wealth.

3. Ensure management’s accountability to shareholders: preserve their rights and interests, clearly and fully disclose information.

4. Determine to carry on the business continuously.

5. Continuously follow and monitor the business performance and operations of the company according to its law
and regulations.

6. Avoid any other positions or jobs that may lead to conflicts of interest.

Code of Conduct for Employees of Pato Chemical Industry Plc.

Managers and employees should demonstrate their commitment to this code by maintaining a workplace environment
that require compliance with the code. The code of conduct is not possibly inclusive for all situations which may arise. In the
event that employees run into the situations which have not been described herewith please rely on each employee’s good
sense of what is right and also seek guidance from supervisors for appropriate course of conduct.

1. Perform their duties with responsibility and honesty.
2. Increase knowledge and experience to promote integrity and personal growth and ability to perform more
effectively and efficiently.

3. Must be polite, considerate and maintain good relationships with colleagues, must not conceal any information
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necessary for the colleague to execute his/her duties, and must try to become well adjusted to work in harmonious
relationship with others.

4. Maintain and promote unity among colleagues and legitimately assist each other of the company operational benefit as a whole.

5. Treat subordinate fairly and compassionately, groom and develop subordinates for their career advancement by
imparting work related knowledge, training and providing them with opportunities to increase knowledge and experience.

6. Listen to supervisor’'s opinion and recommendations relating to work, and deliberate on applying them to benefit
company’s operations.

7. Refrain from unethically seeking position, merit or benefits from supervisors or others.

8. Must not utilize company’s information or news which have not yet been disclosed to the public that may be material
to the company’s share price, to seek profit or benefit from trading of company stock, directly and indirectly.

9. Avoid accepting materials, money or other benefits from individuals doing business with the company that may
influence the business decisions they make on behalf of the company, except on traditional events or to maintain normal
business relationship; however the cost must not be overly expensive or immoderate.

10. Keep company’s confidential information which may damageable the company by preventing any document or
information from falling into the hands of outsiders.

11. Be very careful when expressing opinions to outsiders on issue that may detrimental to the company’s image and reputation.

12. Avoid disclosing other employees’ personal or work related information, and avoid any criticism that may be
detrimental to the employee or to the company’s image and reputation.

13. Refrain from gambling, drugs, and any other behave that may damage personal and the company’ s honor and reputation.

14. Protect the company’s property from loss, damage, misuse and cautiously use the company’s property in a way that
maximizes company benefit, and must not use the property for personal benefit.

15. Perform their duties with concern about impact on health and safety of own self , others, and environment.
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Balanced composition of Directors who are not management
The company’s Board consists of 11 directors
2 Executive Directors namely ;
e Mr. Metha Trillit
e Dr. Viwat Trillit
6 Non-Executive Directors namely ;
e Mrs. Wantana Pojanalai
e Mr. Suvit Vesaratchawest
e Mr.Chaovuth Pojanalai
e Mr.Surachai Cheongvivatkit
e Ms.Ratchanee Trillit
e Mr.Nishizawa Masahiko
3 Member of Audit Committee namely ;
e Mr.Lertchai Leelayonkul
e Mr.Chaiwat Chandarasirvongs
e Dr.Chongrak Prichanont
Aggregation and Segregation of Positions
The Chairman of the Board of Directors comes from the major shareholder group which holds 35.79% of total shares.
The Chairman and the managing director are not the same person. All work and administration must have the
approval from the board which comprises representatives of various major shareholder groups and includes the auditing

committee which helps to re-examine and provide a counter-balance
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Executives’ Remuneration

Remuneration for directors : There is no remuneration committee. The remuneration of directors was considered by
the board of directors and was approved in 2007 shareholders’ meeting as follows :

The Board of directors of 11 persons received meeting allowances at 5,000 Baht/meeting

Chairman of audit committee’ remuneration 20,463 baht/month totaling 245,556 baht

Member of audit committee’s remuneration 10,000 baht/month totaling 120,000 baht per person.

Signatory Director, Mr.Wantana Pojanalai’s remuneration 15,000 baht/month totaling 180,000 baht

Total remuneration for 11 directors in 2007 was 871,019.00 Baht

Remuneration for managements : The remuneration was set in line with the industry and in accordance with the policy
set by directors based on company and individual performance.

- Managers received 8,804,486.00 Baht which includes salary, commission, bonus, car expense, social security
expense, accident insurance, provident fund.

Other remuneration - None

Board of Directors meeting

The Board of Directors generally holds a meeting on a quarterly basis and holds special additional sessions when
necessary with a clear agenda set in advance. The company’s secretary is the person to prepare invitations to meetings
and related documents 7 days before the meeting takes place. This is so that the Directors have time to consider and
study information. Each meeting takes about two and a half hours. Last year, the Board of Directors held 4 regular meetings

an 2 special sessions as follows :
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6. uw 388 BeiTanife 3/4 2/2 5/6
7. UN M5B A3a8n 4/4 2/2 6/6
8. Mr.Masahiko Nishizawa 3/4 2/2 5/6
9. WwwdAdy Aanpuna 4/4 2/2 6/6
10. Wede Yl JuUNsA3196 4/4 2/2 6/6
11. #3.2950 U3B Ui 4/4 2/2 6/6
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INETgl) Regular Meeting Special Session Total
1. Mr. Metha Trillit 4/4 2/2 6/6
2. Dr. Viwat Trillit 4/4 2/2 6/6
3. Mrs. Wantana Pojanalai 4/4 2/2 6/6
4. Mr. Chaovuth Pojanalai 3/4 2/2 5/6
5. Mr. Suvit Vesaratchawest 4/4 2/2 6/6
6. Mr. Surachai Choengvivatkit 3/4 2/2 5/6
7. Ms. Ratchanee Trillit 4/4 2/2 6/6
8. Mr. Nishizawa Masahiko 3/4 2/2 5/6
9. Mr. Lertchai Leelayonkul 4/4 2/2 6/6
10. Mr. Chaiwat Chandarasrivongse 4/4 2/2 6/6
11. Dr. Chongrak Prichanont 4/4 2/2 6/6

Minutes of the meetings have been recorded and endorsed by directors, so that they can be checked by related parties.

Sub-committee
The company’s Board of Directors has appointed a sub-committee to help oversee the following operations of the

company. The auditing committee was set up on December 17, 1999.
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Names of members of the Audit Committee are as follows :

Chairman of the Audit Committee Mr.Lertchai Leelayonkul
Member of the Audit Committee Dr.Chongrak Prichanont
Member of the Audit Committee Mr.Chaiwat Chandarasrivongs
Secretary to the Audit Committee Mr.Visut Vanijcharoenkarn

Terms for holding office : 3 Years

Personnel
Total Number of Employee as of 31 December 2007 is 183.

There has been no significant change of number of employees.

Total remuneration for all employees
Remuneration includes salary, bonus, commission, car allowance, provident fund, social security welfare, Insurance
and social security welfare for 2007 is 54,093,672.00 baht.
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Development of major shareholders
from 31 December 2003 - 31 December 2006

Uy Y U T
Fofiovu W@ Number  Yewar  Number  Sowar  Number  3pwar  Number
Shareholders Nationality Share % Share % Share % Share
tu 31/12/47 o 31/12/48 tu 31/12/49 o 31/12/50
As of As of As of As of
31/12/04 31/12/05 31/12/06 31/12/07
1. nz\ium%aﬁm ng 4710000 | 3364 | 5110000 | 3579 | 5010000 | 3579 | 5,010,000 | 3579
Trillit Group Thai
2. Sojitz Corp. Japanese | 2,800,000 | 20.00 | 2,100,000 | 15.00 | 2,100,000 | 15.00 | 2,100,000 | 15.00
3. ﬂ@:NWQu’]ﬁ'ﬂ ng 1,557,000 | 11.12 | 1,657,000 | 1184 | 1,670,000 | 1193 | 1670000 | 11.93
Pojanalai Group Thai
4. ni\jNL’J LA ne 1,111,600 794 | 1,111,600 794 | 1,111,600 794 | 1,111,600 7.94
Wesaratchawest Group Thai
5. ngaBoI Tanina ng 850700 | 608 | 850,700 | 608 | 850700 | 608 | 850,700 | 6.08
Cheongwiwatkit Group Thai
6. @'ﬁaﬁuiwﬁu 2970,700 | 2122 | 3270,700 | 2336 | 3,257,700 | 2327 | 3257,700 | 2327
Others
W 14,000,000 | 100.00 | 14,000,000 | 100.00 | 14,000,000 | 100.00 | 14,000,000 | 100.00
Total
V!uﬁt%ﬂﬂ‘ﬁﬁi:LLﬁ’) (fuum) 140.00 140.00 140.00 140.00
Paid up Capital (Million baht)
“quﬂmmﬂﬂu (fuwm) 140.00 140.00 140.00 140.00
Registered Capital (Million baht)
311 (UN) 10.00 10.00 10.00 10.00
Par (Baht)
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Organization Chart of Pato Chemical Industry Public Co.,Ltd.
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Board of Directors
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President
Mr.Metha Trillit
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Managing Director

Dr.Viwat Trillit
e o gaamsieidbuas
R WauwRafoumn
mieuae aunely A 5 NilpdaTyns ALNIUMEY WAy
Internal Audit Accounting Manager Research &
Mr.Visut Vanijcharoenkarn Development Manager

Mr.Kawinharn Polaharn

gean1sen1siu gaanIeIgan 1.2 Uas 3
2 AUITWUNT INENDIIN,

a3 3%l a3adn (5nenns) ST R YA
Finance Manager ' A0l ']fj’ugz{ Sup1sd ’
Dr.Vivat Trillit (Acting) Area Sales Manager,
Mr.Rapin Theingthum
Mr Kittichai Suthichaimongkol
Mr.Sayan Wan-Aree

o

o
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ALNIAR wyiAtl
Office Manager
Mrs.Parichart Manuthasna
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q) : E) 6.08%
76.74%
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Asia Mineral Processing Co., Ltd

n : A) 39.30% n : A -

) : B) - ) : B) -

A) @ C) 12.70% A) : C) 94%

J) : D) 19.60% J) : D) -

) : E) 15.70% q) : E) -
87.30% 94%
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Connected transaction such as loan, bank guarantee, office space rental
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Pato Chemical Industry Public Company Limited

The company is the importer, formulator, and distributor of perticides.

Major Types of Imports

1. Technical Grade (TG) : is a concentrated chemicals which are used in formulations to produce final products according
to the specified formulas.

2. Finished Product (FP) : FP is the product ready for use. Most of the imported FD is in liquid and solid form in bulk
sizes. Therefore, repackaging is needed before distribution.

About 80% of the company’s imported products are TG for formulation at the factory before distribution resulted
in lower cost of raw material as compared with other competitors who import finished product for repackaging. TG has
longer shelf-life than FP and can be formulated according to the requirements which is more suitable for the environment.
Chemical pesticide in the market can be in many forms e.g. liquid, powder, and granule for safety in moving and storing.
In the production process. There are 2 main ingredients in chemical pesticide; active and inert ingredients. “Active
Ingredients” are chemical substance called by its chemical names for different uses of purposes. “Inert Ingredients” are
substance to combine with the active chemical to make it in the forms suitable for different types uses such as solvents,

carriers, surfactants, emulsifiers, or any other substance which are added for special purpose called “Special Additives”.
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suflunislas| %natieu
89U3HN 2005 2006 2007

81U % UL % fUVM %
Mil.Baht Mil.Baht Mil.Baht

Operated by | Percentage

of Shares

yarnssmieludssne
Local Sales by Products

TewRnNuAR 1 PATO

Product Line 1 178.21 32.01 18229 | 29.79 169.68 | 27.10
1IMAALNAY

Insecticide 261.32| 46.94 307.90| 50.31 346.16| 55.29
130 Ty

Herbicide 42.31 7.60 41.41 6.77 4218 6.74
Nstdnden

Fungicide 22.07 3.97 23.65 3.86 21.47 3.43
13idals

Acaricide

Buq 5277 948 56.74| 927 4663| 744

Other

‘j’mgﬂﬁ’m’l‘j’«f’]‘ﬂﬂ’m‘[uﬂitmﬂ 556.68 | 100.00 611.99 | 100.00 626.12 | 100.00

Total Local Sales
yaAMsIveAelsEime
Export Sales by Products
NENARFTUTI 1 PATO
Product Line 1
1MIALNEY - - - - - -

Insecticide

3R Ty : - . , } _
Herbicide

TstdadeT . - . . } _
Fungicide

13idals B} B B ) i }
Acaricide
B - - . . _ _
Other
TYarIM Iz - - - - . -
Total Local Sales
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suflunislas| %natieu
89U3HN 2005 2006 2007

81U % UL % fUVM %
Mil.Baht Mil.Baht Mil.Baht

Operated by | Percentage

of Shares

yarnssmheluuasslszina
Local & Export Sales
TewRnNuAR 1 PATO
Product Line 1
AINNTAUNERY 17821 | 32.01 18229 | 29.79 169.68| 27.10
Insecticide
15Maa Y 261.32| 46.94 307.90| 50.31 346.16| 55.29
Herbicide
191190 L%Eﬁ’l 42.31 7.60 41.41 6.77 4218 6.74
Fungicide
13idals 2207 397 2365 386 2147 343
Acaricide
514‘1 52.77 9.48 56.74 9.27 46.63 7.44
Other
sayaAn1sTmieludssimauas 556.68 | 100.00 611.99| 100.00 626.12| 100.00
fseing
Total Local & Export sales
FNFUAULAE UaR 2166| 3.89 1126| 184 558| 0.89
Less returned & Discount
yadnITwig n3 535.02| 99.30 600.73| 99.12 62054 | 98.94
Net Sales
YA ITUNNAavIausI - - - - - -

Contractor
wlédug 377| 070 534| 088 664 1.06
Other Income
Tl 538.79 | 100.00 606.07 | 100.00 627.18| 100.00
Total Revenue
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2. Commodity Products : \Jundnfuniidevielasia ¢ Wi wsaddnunlglesdie Weeudldion 135058990
UszinAgwann w10 “sHouazihudnly w§mﬁmﬁé’ﬂwanﬁﬂuﬁﬁnﬁuarjmLLWi'meJ ulngjaziduns &a'ﬁ?ﬂugﬂ Technical Grade
danuiieviinsw ageuss Ussnamstinelulssmadeudng o mahdnanlugiaes Finished Products asusiediui mwaaa
Ia\i‘lﬁLWi']zﬁi’]ﬂ’]”\‘] Lﬁaammﬂu“uﬁwﬁﬁqm aiRmdauiu ﬁmﬁmmnmiwﬁmmﬂﬁ”mmim‘imﬁmﬁu m3din"ula &a%a’umgnﬁw
Fstusgiumnuidefialutadosvansnmsdniiundn
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Specialy Products Commodity Products TIUIUTIN

(Biia) (Bila) (iin)

Technical Grade 15 46 61
Finished Products 8 21 29
Rt 23 67 90
Haﬁh‘im (Ruum) 291.43 334.69 626.12

Product Characteristic

In general, there are 2 major types of chemical pesticide (from business aspect)

1. Specialty product : this is proprietary product belonging to a particular company which has the patent right to
produce and distribute it. It may also refer to a product that is exclusively imported by a national distributor/formulator. Such
product has to go through phase-registration process required by the Ministry of Agriculture. Such process usually involves
the submission and approval of complete toxicology data experimental trials which can take up to 3-5 year to complete.

2. Commodity product : this is generic product commonly sold and distributed by many companies. Commodity
product can be imported from many manufacturers around the world. It is usually imported in the form of technical grade and
then formulated into finished products. Such product is fairly simple to register, requiring only authorization certificate from
the manufacturer. Since there is no significant difference in the quality and price, brand loyalty and image are very important

factors for commodity products.

Products by types

Specialy Products Commodity Products
Technical Grade 15 46 61
Finished Products 8 21 29
Total 23 67 90
Total Value (Million Baht) 291.43 334.69 626.12
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“A "uns "a%ai'ﬂqﬁu'luﬂizmﬁuazﬁ’nﬂszmﬂ’[wﬁwﬂ 2547-2550
yaAn1s visngAuludssma (mise : i)

Usziamingiy 1 2547 % 1 2548 % 1 2549 % 1 2550 %
1. Technical Grade 11,515 2.90 16,458 4.72 3,791 1.1 12,174 2.71
2. Solvent 16,279 411 13,780 3.95 16,508 4.83 13,985 3.11
3. Emulsifiers 7,256 1.83 5,571 1.60 6,572 1.92 3,620 0.81
4. Auxiliary 8,543 215 7,690 2.20 8,922 2.62 10,063 2.24
5. Others 5,002 1.26 6,102 1.75 6,707 197 6,656 1.48
sayarns “efeingiuluysma 48,595 1225 | 49,601 1422 | 42500 1245 | 46498 10.35
yaAIMs %%a"i’mqﬁumnai’mﬂizmﬁ (Wde : WuuIn)
Uszianing iy 1 2547 % 1) 2548 % 1 2549 % 1 2550 %
1. Technical Grade 340,919 85.96 282,697 81.05 285,235 83.59 368,139 81.99
2. Solvent - - - - - - - -
3. Emulsifiers 6,251 1.58 15,470 4.44 11,944 3.50 33,163 7.38
4. Auxiliary - = 442 0.13 203 0.06 250 0.06
5. Others 839 0.21 560 0.16 1,356 0.40 978 0.22
TINYAAINT “s5e TnAusvlszing 348,009 87.75 | 299,169 85.78 | 298,738 87.55 | 402,530 89.65
Local Purchasing Ratio of 2004-2007
Value of Purchasing Ratio (Unit : Thousand Baht)
Raw Material 2004 % 2005 % 2006 % 2007 %
1. Technical Grade 11,515 2.90 16,458 472 3,791 1.11 12,174 2.71
2. Solvent 16,279 411 13,780 3.95 16,508 4.83 13,985 3.11
3. Emulsifiers 7,256 1.83 5,571 1.60 6,572 1.92 3,620 0.81
4. Auxiliary 8,543 215 7,690 2.20 8,922 2.62 10,063 2.24
5. Others 5,002 1.26 6,102 1.75 6,707 197 6,656 1.48
Total Amount 48,595 12.25 49,601 14.22 42500 12.45 46,498 10.35
Value of Purchasing Ratio (Unit : Thousand Baht)
Raw Material 2004 % 2005 % 2006 % 2007 %
1. Technical Grade 340919 85.96 282,697 81.05 285,235 83.59 368,139 81.99
2. Solvent - - - - - - - -
3. Emulsifiers 6,251 1.58 15,470 4.44 11,944 3.50 33,163 7.38
4. Auxiliary - - 442 0.13 203 0.06 250 0.06
5. Others 839 0.21 560 0.16 1,356 0.40 978 0.22
Total Amount 348,009 87.75 299,169 85.78 298,738 87.55 402,530 89.65
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YaAINS "a‘ﬁa‘i’mqﬁu‘luﬂ‘sxmﬂuazei’mﬂi::mﬁ (Mg : Wuun)

Uszianinghiu 1l 2547 % 1l 2548 % 1 2549 % 1l 2550 %
1. Technical Grade 352,434 88.86 | 299,155 85.77 | 289,026 84.70 | 380,313 84.70
2. Solvent 16,279 411 18,780 3.95 16,508 4.84 13,985 3.11
3. Emulsifiers 13,507 3.41 21,041 6.04 18,516 5.43 36,783 8.19
4. Auxiliary 8,543 215 8,132 2.33 9,125 2.67 10,313 2.30
5. Others 5,841 1.47 6,662 1.91 8,063 2.36 7,634 1.70
IMYRAINT &o%aﬁ'mqﬁu'[uﬂi:mﬂ 396,604 100 | 348,770 | 100.00 | 341,238 100 | 449,028 | 100.00
LaLANYIEINA
dsriAnsnszvhanuAnisaiu “swadan
YN W'ﬂmﬂﬁqm WN3IN 910 (@) Ldeedissiinssvihanuiafieaiy “awedew
aufigeladls susy
U3 wilawadlgn wnssu 91ia (o) Lisddelsild awou o Suil 31 suanaw 2550
Local Purchasing Ratio of 2004-2007
Value of Purchasing Ratio (Unit : Thousand Baht)
Raw Material 2004 % 2005 % 2006 % 2007 %

1. Technical Grade 352,434 88.86 | 299,155 85.77 | 289,026 84.70 | 380,313 84.70
2. Solvent 16,279 411 13,780 3.95 16,508 4.84 13,985 3.11
3. Emulsifiers 13,507 3.41 21,041 6.04 18,516 5.43 36,783 8.19
4. Auxiliary 8,543 2.15 8,132 2.33 9,125 2.67 10,313 2.30
5. Others 5,841 1.47 6,662 1.91 8,063 2.36 7,634 1.70
Total Amount 396,604 100 | 348,770 100.00 | 341,238 100 | 449,028 100.00

Legal Case against Environmental Misconduct

PATO has never been sued against environmental misconduct.

Non-Delivery Goods

There is no non-delivery goods as of 31 December 2007 for PATO.
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Marketing and Competition
Pato Chemical Public Co.,Ltd.

Market strategy is as follows :

The company’s competitive advantages are

1. Standard quality of product which is well accepted by the customers for more than 20 years

2. Strategy to specify products for sale by each dealer : Aside from its financial status, the company will limit the
products to be distributed by each dealer to prevent price cutting of the company’s products among its dealers in the
same area.

3. Price advantage as the company will produce from technical grade chemical.

4. Good relationship with dealers.

5. Fast delivery : within the 200 kilometer radius the company will provide delivery. Dealers outside the radius, the
company may deliver depending on order amount. Agrochemical industry pay much importance on prompt delivery. In
each particular season, the company will have prompt delivery to meet the demand in time. For example, production and
distribution of herbicide should be able to meet the demand during rainy season while insecticide should be able to be
delivered promptly during the insects outbreak season.

6. Pato distributes totaling 80 various products, consequently the company will be able to share more market in
more planting area for various crops such as rice, fruit, vegetable, para rubber, palm oil and many others. This will reduce
risk from natural disaster. Performance of the company will then be as we has expected for.

There are 3 main of distribution channels :

1. Distributors : They are in Bangkok and distribute products under their own brand to dealers. They have Pato
formulated, packed under distributors’ registered label and brand.

2. Local Repackers : They are packaging companies who purchase the products from producer to repackage and
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distribute under their own brand. These companies will register the pesticide by themselves by getting the authorization
certificate from the formulator/manufacturer.

3. Dealers or Free Market : They are small dealers or retailers in the upcountry and some in Bangkok who sell
pesticides to the end users under Pato Globe Trade Mark.

Sales contribution for Distributors : Local Repackers : Dealers currently is 10 : 13 : 77
Types of Customers and its Relationships

In the pesticide industry, there are 2 main markets; general customers market (Free market) which is bigger, and
markets for distributors and market for local repackers which is less important respectively. The company emphasizes in
customers in rural area. By thorough selection of dealer for each particular area will sell different products to avoid
competition. In doing so, the company will be able to sell variety of products and to reduce the risk of distributor’s
business. However, the company still needs to check its relationship with the customers to avoid any possible problems.
The company aims to develop new products and variety, and, at the same time, aims to distribute the information on
proper and efficient use of all pesticides to customers.

1. Financial status

2. Sales network and its coverage.

3. No conflict agreement to sell the same product of different producers.

4. Strong intention to commit to the company’s products.
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e Mg v v

(Wuun) (Wuun) (Wuun) (Wuum)
1. DISTRIBUTORS 65 106.019 55 89.51 16 56.66 19 83.00
2. LOCAL REPACKERS 4 63.202 11 46.20 27 84.90 27 60.99
3. FREE MARKET 391 413.148 397 420.95 415 471.55 417 482.13
PRy 460 | 582.369 463 556.66 458 613.11 463 626.12

“a "unsmeudgndnlng 10 swusnsssanuesan T 2550 uaz svas 3 Tiiuan

(e wWasioud)

anan i) 2547 7 2548 1 2549 1 2550
andselng 10 9wusn 23.60 21.95 24.64 23.00
gnﬁqé"uq 76.40 78.05 75.36 77.00
SRty 100.00 100.00 100.00 100.00

vanewg - Liflgnselad e umsmediu 10%
ané 'au‘(wqjLﬂugnﬁﬂﬁﬁﬂ&iaﬁ’ummu warilsr N9 ung
atslsfimanssny Afulsneanan “seensasegugndeenlun Taefuluusnsdadengnmfiaseain

Product Distribution of Pato Chemical Industry Plc in 2004-2007

Number | Total Sale | Number | Total Sale | Number | Total Sale | Number | Total Sale
of Thousand of Thousand of Thousand of Thousand
Customers Baht Customers Baht Customers Baht Customers Baht
1. DISTRIBUTORS 65 | 106.019 55 89.51 16 56.66 19 83.00
2. LOCAL REPACKERS 4 63.202 11 46.20 27 84.90 27 60.99
3. FREE MARKET 391 413.148 397 420.95 415 471.55 417 482.13
Total 460 | 582.369 463 556.66 458 613.11 463 626.12
Percentage of 10 major customers in 2004-2007
(Unit : %)
Customers 2004 2005 2006 2007
10 Major Customers 23.60 21.95 2464 23.00
Others 76.40 78.05 75.36 77.00
Total 100.00 100.00 100.00 100.00

Note : There is no customer whose accounts of greater than 10%.
Most customers are of long connection and of good payment.
However, new customer is strictly selected to avoid bad debt.
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Pricing Policy

In general, the company will set the price at the level, which is slightly higher than average price of its local
competitors and slightly lower than average price of the international market, of the same product. Other factors for the
price consideration are:

1. If the product already exists in the market, the company will set its price within that product market price range.

2. If the product does not yet exist in the market, the company will conduct research on quality; the amount used and
instruction for use to determine the efficacy of its product to determine the price in comparison with the pesticide farmers
are currently using.

Competition
There are 2 major types of chemical pesticide companies:

1. International Companies. These companies have their own products or buy few products from other companies.
Most of them, either, imports finished products for repackaging by local repackers, or import technical grades for resell to local
companies eg, Syngenta Crop Protection Co.Ltd. Dow Agro Science Co.Ltd. Byer Crop Zone Co.Ltd. BAFS (THAI) Co.Ltd., Dupont
(Thailand) Co.,Ltd. Arista Life Science (Thailand) Co.,Ltd.

2. Local Companies. There are 4 groups as follows :

2.1 Formulators and distributors : These companies have their own factory for formulating and reprocessing, and their
own sales and promotion team. Most of them imports technical grade products. eg, Pato Chemcial Industry Plc., Ladda Co.Ltd.
Zagro (Thailand) Co.Ltd. TJC Co.Ltd. P. Chemical Tech Co.Ltd. Tepwattana Co.Ltd. Yip In Soy & Jaks Co.Ltd. Sahaikaset Co.,Ltd.
Erawan Chemical and Formothai Crop.

2.2 Formulators : These companies have their own factory for toll formulating and reprocessing, but do not have their
own sales and promotion team eg, Sharp Formulator Co.Ltd. S&P Formulator Co.Ltd. Tep Siam Co.Ltd. Sharp Formulator Ag
Poly Pack Co.Ltd. MC Agro Co.Ltd. Alfa Agro Co.Ltd. and Q-Fac Co.Ltd.

2.3 Distributors : These companies only have their own sales and promotion team eg, Pitsulin Co.Ltd. Agritech Co.Ltd.
Sotus Intemational Co.Ltd. Chemofly Co.Ltd. Kasetland Co.Ltd. Suprederm Intemational Co.Ltd. Central Kamkaset Co.Ltd. Union Agro
Co.Ltd. Baka Co.Ltd. VIV Interchem Co.Ltd. Giant Thai Co.Ltd.
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The company has policy to gain more market share from the multinational or local companies in order to strengthen
its competitiveness as follows:

1. Compared with other formulators, the company’s factory in Bangpoo Industrial Estate is well equipped with
modern machinery for higher capacity. Moreover, the company has sufficient trucks for quick delivery to serve customers better.
In addition, many types of formulation such as Emulsifiable Concentrate (EC), Suspension Concentrate (SP), Wettable Powder
(WP) and Granule (G) are available.

2. Compared with Formulators and Distributors, the company’s advantages are shown below :

2.1 Lower costs of production from the use of technical grade.

2.2 Extensive marketing team with experience and expertise.

2.3 Wider coverage of area all over the country.

2.4 More product variety of various agrochemical types and uses.

3. Compared with Distributor, the company’s advantages over these companies are the same as those over the
Formulator and Distributors. Moreover, the company has strategy to gain market share by:

3.1 Adding more products of comparable quality to those of the multi-national companies. With lower costs of
production. It is expected that the company will be able to achieve more market share, initially, by 5-10% of total sales of
such product, and will increase gradually.

3.2 Penetrating into new area i.e. area in the Northeast region, or in developing area of the country which is
accounted for 60% of total area of Thailand. The company will send promotion team to the area to introduce the proper the
quality of its produce to serve the demand in the market. By this way, farmers will also earn higher income.
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Related Parties and Connected Transaction.

1. Space Rent

Company Company Connected Transaction

Pato Chemical Industry Plc. Kentex Properties Co,Ltd. Pato rents office space in Pato Building,

which belongs to Kentex Properties

Co.,Ltd.
Location . | Pato Building, 3388 New Petchburi Road Bangkapi, Huay Kwang, Bangkok 10310
Building ownership . | Kentex Properties Co Ltd. (a related company)
Significant Content of the | : | Pato Chemical Industry Plc rents the first floor of the building with usable space of 230
rent contract sq.metre Monthly rental fee is baht 30,000. The contract begins from 1 June 1991 to
31 May 2021. Rental fees is adjustable every 2 years. Each adjustment shall not
exceed 25% of the prevailing rental rate.

Note: Both rent contracts indicate that landlord will be responsible for the household and property taxes based on the
actual rental fee received. Any other tax and duty including utilities expenses will be responsible by the renter only.

Presently, Pato has been using the space on the first, second and third floor totaling 745.82 square meters. The rental
fee has been adjusted to 70,000 baht per month since May 2006.
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2. Bank Guarantee
On June 10, 2004, the Company was sued as an alleged guarantor of former subsidiary company (Plastic
Precision Industry Co.,Ltd.) for the outstanding debt totaling 37.53 million baht. The verdict of the civil court on November 14,
2006 ordered Pato as guarantor to pay 32.49 million baht plus the interest at the rate of 7.5% per year as from March 31,
2004 totaling 39.54 million baht. Pato has already put provision for the entire amount in 2006 and appeal to the court on
January 12, 2007.
3. Loan to Related Company
On September 12, 2006, Plastic Precision Industry Co.Ltd. has entered into a compromise agreement with
PATO in court to pay debt by monthly installments. The first installment was in October 2006 and to be paid until the
total debt is paid off. Default on any installment will be regarded as default of the entire debt payment and lead to the
execution procedure where the interest rate of 7.5% will be applied. Plastic Precision Industry Co.Ltd. was in default for
its first installment, PATO has consequently entered the execution procedure with the court and appointed an execution

official on November 28, 2006. The case has been completed and finalized.
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Report of the Audit Committee

The Audit Committee of Pato Chemical Industry Public Company Limited was appointed by the Board of Directors of
the Company on December 17, 1999. It is composed of 3 Independent Directors and Company’s Accounting Manager
who serves as secretary to the Committee.

The duties and responsibilities of the Audit Committee are to review the financial statements to be conformed to
the generally accepted accounting principles, to review the effectiveness and adequacy of internal control system, to review
the Company’s activities to abide by the rules and laws concerned, to give recommendation to the Board of Directors to
propose an external auditor to the shareholders’ meeting for appointment, and to execute any other duties as assigned by
the Board of Directors.

During 2007, the Audit Committee convened 4 meetings with the external auditor and the Executive Directors to review
the Company’s operation in compliance with standard set for the mentioned objectives. It also reviewed the Company’s
financial statements prior to its publication.

The Audit Committee has presented its recommendation to the Board of Directors to nominate Mr.Pradit
Rodloytook or Miss.Nongram Laoha-areedilok from AST Master Co.Ltd to be the Company’s auditor for approval by the
shareholders’ meeting. The auditors proposed are independent and has no relations or interest with any managements or major

shareholders. Annual auditing fee is 430,000 baht without any other fee.

(Mr.Lertchai Leelaryonkul)
Chairman of Audit Committee
16 February 2008
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1. Natural phenomena risk, such as soil and weather conditions, which vary from year to year, not only directly effect
agricultural activities, but also have a huge impact on the sales of insecticides. Drought is a major hindrance of the
cultivation of high quality crops, and it reduces the volume of produce considerably, as well as the demand for insecticides.
Conversely, when there has been major crop damage, the demand for insecticides could increase to such an extent that
manufacturers are unable to meet the increased demand.

In recognition of such risks, therefore, PATO Chemical Industry Plc. has gone to great lengths to research and
develop new products, in an effort to minimize the variations in the demand for insecticides caused by such natural crises.
For example, in the case of drought, the use of liquid weed Kkillers, instead of granules, goes a long way in reducing the
impact on PATO Chemical Industry’s sales. In addition, the company’s new range of insecticides, designed for use with a wide
range of crops, such as rice, field crops, orchards, para rubber and oil palm, helps minimize the effect of such natural
crisis on these crops.

2. Marketing and production risk has hardly had any impact at all on this company. Its extensive nationwide
network of agents means that this risk is negligible. Furthermore, its distribution strategy, which enables each distributor
to sell only one product range to avoid competition among distributors, has proved most successful. But it is the
company’s reputation, amongst farmers, for manufacturing products which are both reliable and of a high quality that has
contributed most to the company’s success. The fact that its product prices are considerably lower than those of
imported products also helps keep the company on solid ground.

3. Technology risk, as manufacturing processes use only a very limited amount of advanced technology. In the
absence of any technological advantages, therefore, expertise and specialized production techniques are emphasized, to
give PATO Chemical Industry the edge over its competitors. Whatever the processes, import, research and development,
production or distribution, it has to be authorized by the Agricultural Toxic Substances Division as well as any other
relevant government offices, to ensure that all products meet required specifications, and are safe. They must not have

any adverse effects on the environment.
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4. Credit risk the company is exposed to credit risk primarily with respect to trade and notes accounts receivables.
The company’s prudent credit policy and its diversified customers. The maximum credit risk exposure is equal to the book value
of accounts receivable in the balance sheet. To minimize the risk of accumulating bad debts, PATO Chemical Industry has
implemented a number of measures, inculding:

4.1 Control of credit balance

4.2 Strict consideration when opening new market

4.3 Shortening of payment period

4.4 Emphasis on crops with high potential and price, eg. rice

4.5 Reduction of granting credit to high-risk crops, eg. sugar cane
4.6 More detailed market studies by marketing personnel

5. Foreign currency risk relates from import activities of the company. The company primarily utilizes some forward
exchange contracts for imported products.

6. Risk factors concerning the announcement banning the import of toxic substances which come under
watching list of chemical to be used with caution in accordance with guidelines by the Ministry of Agriculture and
Cooperatives for effective control and use of agrochemicals for the safety of consumers. The company has conducted
research and analysis to find a new product to replace old and/or obsolete products that has since been declared
dangerous and banned from imports. New researched products to be imported will be safer to the farmers, the environment

as well as consumers.
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Other factors

1. In 2005, the Company hired a private law firm to file a lawsuit against Plastic Precision Industry Co., Ltd.
(PPIC) with the civil court on November 25, 2005. On September 2006, PPIC has entered into a compromise agreement
with PATO in court to pay Baht 34,922.589 debt by monthly installments. The amount of 300,000 baht is to be made
within the 5th of every month. First installment starts in October 2006 and to be paid until the total debt is paid off.
Default on any installment will be regarded as default of the entire debt payment and lead to the execution procedure
where the interest rate of 7.5% will be applied. Plastic Precision Industry Co.Ltd. was in default for its first installment,
Pato has consequently entered the execution procedure with the court and appointed an execution official on November
30, 2006. The Company has written off the debt of Plastic Precision Industry Co.Ltd. as bad debt since the execution of
the case has been completed and finalized.

2. On June 10, 2004, the Company was sued as an alleged guarantor of former subsidiary company (Plastic
Precision Industry Co.Ltd.) for the outstanding debt totaling Baht 37,527,303. The company recorded liabilities of baht
39,454,784 occurred. PATO has already exercised the right of recourse against Plastic Precision Industry Co.Ltd. and
recorded the affiliated company as debtor for the loan totaling Baht 39,454,784. However, the Company does not expect
PPIC to be able to repay the loan so the Company has recorded the whole amount as bad debt provision. The Company
has also appealed to the court to suspend the execution on January 12, 2007. On September 21, 2007, the Company
had entered into a compromise agreement in appeal court to pay the principal debt amounting of Baht 32,493,511
including some expenses in court amounting of Baht 1,725,000, totaling Baht 34,218,511. The Company has recorded the
difference amount between forecasted guarantee burden and the actual payment of Baht 4,985,133, which presented as
income in the statements of income for the year ended December 31, 2007. The Company agreed to pay amounted to
Baht 5,000,000 on the date entering into the agreement. The balance of Baht 29,218,511 will be paid in 8 installments at
Baht 3,652,314 each month. The first installment was paid before October 30, 2007. Total payment will be completed on
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May 30, 2008. PATO has already exercised the right of recourse against Plastic Precision Industry Co., Ltd and recorded
such company as debtor with outstanding balance of Baht 34,469,651. However, the Company expected that the
amount due from PPIC would not be recoverable therefore, the Company set up a full provision for the outstanding

balance.

Policy on Dividend Payment

Pato Chemical Industry Plc. expects to pay dividend to shareholders not less than 40% of net profit
Dividend Payout Ratio for 2004-2007 Operational Result

Total Dividend Paid Dividend per Share .
. Percentage of Net Profit
Mil. Baht Baht
2004 24.50 1.70 133.02
2005 56.00 4.00 91.12
2006 52.50 3.75 111.42
2007 66.50 4.75 82.91
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Board of Directors and Management Team

BTBUIEN
Company Name

Sl
Name

UTsndey  UaEmTN
Subsidiary  Affiliated
Taifl Taifl
Company  Company
None None

TR G TN
V3N Related Companies
Company

1. UIBLNST A3ARA/Mr. Metha Trillit

2. UNTUNUY WAUNal/Mrs. Wantana Pojanalai

3. 95 3%ani 3adn/Dr. Viwat Trillit

4. mHL"ﬁﬁQﬁ WAUNEH/Mr. Chaovuth Pojanalai

5. w388 133 Taniia/Mr. Surachai Choengvivatkit

6. W q’“mﬁ 1 15%AS/Mr. Suvit Wesaratchawest

7. W 1331 a3afn/Miss Ratchanee Trillit

8. Mr. Masahiko Nishizawa

9. widAty Aawuna/Mr. Lertchai Leelayonkul

10. wiede ol SunsA329A/Mr. Chaiwat Chandarasrivongs

1

—

. @3.9950 Y33 uuii/Dr. Chongrak Prichanont

& o

12. Wil Aeldiud/Mr. Chanwut Kooniyapantu

¢ o€

18. wwind andl 3 Na/Mr. Warat Lapserisakul

14. wwd 8 Nilwdla3yn13/Mr. Visut Vanitcharoenkarm

15. useAiung (fieds333/Mr. Rapin Thiangtham

16. WANIUWIY WavQ/Mr. Kawinharn Polaharn

17. weinfidy  nBfuaaa/Mr. Kitichai Suthichaimongkol

18. Wy 15uR Tus3fi/Sayan Wan-Aree

19. W19"31A wyiied/Mrs. Parichart Manuthasna
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nunewe/Remark 1) U3EN/Company
2) U3HNAU 1. =
Related Company

v3sm wilawadgn mnssw §1ia (vnzu)/Pato Chemical Industry plc.
U385 wan fn niddu gm WMNIIN 1A

Plastic Precision Industry Co.,Ltd.

(Pudauism snaseuwan fn gn W3 91110)

(Previously called Acron Plastic Industry Co.,Ltd.)

U3 afmidasuign mnssu 9e/Asia Mineral Industry Co. Ltd.
U5 Lawiing wsewmash s1iin/Kentex Properties Co.Ltd.

= N3INN1IUSYN9/Executive Director

2. =
3. =
2) 8 = 1U557UNTINNN9/President
. = N334N19/Director
D - #3An15/Manager
*
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Qualifications of the Management

Pato Chemical Industry Plc verifies that all of its directors and executives are well qualified by the Public Company
Act B E 2535 clause 68 and by the announcement of Securities Exchange commission on Rules, Conditions, and
Procedure of Public Offering and its Approval dated 18 May 1992.

Records of Unlawful Conduct

During the past 10 years prior to the submission of approval, all of the companys directors and executives has no
criminal records of insolvent or unlawful conduct related to assets or misconduct according Stock Exchange of
Thailand Act B E 2535. The are not currently having any lawsuits pursuing in court.

Loans between the company and its management or affiliated companies -None
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In the financial statement of Pato Chemical Industry Plc. indicated net profit (loss) totaled 61.46, 47.12 and 80.21 million baht
in 2005-2007 respectively. These figures represent an increase and reduction percentage of 243.51, (23.33), and 70.22 respectively.

In 2005, Thailand’s economic situation was on a slow-down trend from the previous year, with decreased
expansion in both agricultural and non-agricultural production, owing to factors such as the prolonged drought from
year-end 2004 to mid-2005, floods at year-end 2005, tsunami disaster, continued rise in world oil prices, higher interest
rates, higher inflation rate, and the unrest in the 3 southern provinces. These factors led to reduced buying consumption
and decreased expansion in private sector investment.

Although the agricultural sector was affected by many factors leading to a Supply Shock with agricultural production
greatly reduced in the first half of the year, overall prices increased considerably from the previous year and value of
agricultural exports rose. Although in the latter half of 2005, there was sufficient water for cultivation and even flooding in
some areas, the damage was not great. This led to increased value in the agricultural production sector. However, in the
overall picture for economic expansion, the agricultural sector expanded less than the last year.

In 2006, Thailand saw a slight economic improvement over 2005 with a development in export and significant drop in
import. The increase of income from services and tourism industry led to a surplus of current account. The decline in investment
from private sectors parallelized with the compression of import volume. The insurgency in the 3 southern provinces, floods from
August to December 2006, an ever-rising world oil prices, and bird flu were obstacles to economic expansion. These were major
factors contributing to the changes in demand and supply in the country reflecting sufficient economic situation.

Although the agricultural sector was affected by many factors mentioned above, the weather was favorable
enough for cultivation and the agricultural produce prices were still as good as the previous year. This pushed
farmers to increase production in most crops. The flooding problem in some area during the latter half of 2006 did
not affect overall picture of agricultural economy. The export of agricultural product expanded by 19.6%, causing

overall agricultural economy to rise by 4.6% year-on-year.
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In 2007, overall economic conditions expanded at quite a good rate despite the fact that there were incidences
and factors on many fronts that affected both internal and external growth. These include politics, rising oil prices, US
economic problems and appreciation of the baht. Oil prices in particular had a direct negative effect on various
production sectors, including production in the agricultural sector which led to higher production costs and also affected
consumption expenditure, and led to a trend for reduced expansion in investment and business. However, the overall
export sector expanded by as much as 14% in US dollar currency.

With regard to production in the agricultural sector for the year 2007, weather conditions were conducive for
agriculture. Although there was drought and flooding in certain areas, the overall agricultural sector was not greatly
affected. As a result, this enabled the sector to expand at about 4.3 %. Meanwhile, international demand for agricultural
products increased, leading to good agricultural prices and this became an incentive for expansion in agricultural output.

Consequently, performance of the company during the past 3 year were as follows :

Sales revenue during 2005 — 2007 was 535.02, 600.73, and 620.54 million baht respectively, representing increases
(reductions) of (4.28%), 12.28% , and 3.30% respectively.

Total revenue during 2005 — 2007 was 538.79, 606.07, and 632.17 million baht, representing increases (reductions) of
(4.29%), 12.49%, and 4.31% respectively.

Cost of Sales in 2005 — 2007 was 402.68, 450.36, and 459.56 million baht, representing increases (reductions) of
(5.31%), 11.84%, and 2.04% respectively.

The company adjusted some categories in 2006 financial statements to be in line with that of 2007 and the
adjustment did not affect net profit or shareholders’ equity. (Amount before adjustment was 454.67 million baht)

In 2005, there was expansion in the overall economic situation, amid factors slowing down the expansion such as
the prolonged severe drought from year end 2004 to September 2005. The led to irrigation problems, lower than normal
water level at dams and thus insufficient water for cultivation. Agricultural areas and produce were damaged and farmers
faced a multitude of problems. Cultivation was not on schedule. Although, the government sector provided assistance in
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all areas, including His Majesty the King's rain-making initiative to increase the water level in dams, this could only ease
the severe drought problem to a certain level. The drought problem eased in September and then agricultural areas were
damaged by floodwaters. This resulted in a Supply Shock with decreased agricultural output. Overall production value for
2005 expanded less by a percentage of 2.72. However, this led to overall agricultural prices to rise. For example, overall
rice output increased slightly by 0.4 % and the selling price for pre-milled rice rose an average of 20.5- 23.6%, as a
result of the government rice mortgaging scheme.

The above factors caused total sales revenue to decrease by 23.94 million baht or 4.28%, while at the same time
the company launched a new product, as well as used marketing strategies with regard to prices and stimulated total
sales through sales promotion, in order to maintain market share and supply market demand.

Consequently, in 2005 the total number of insecticide units sold rose by 10.14 per cent compared to the last year, which
led total sales to increase by 8.58%.

Total number of herbicide units sold decreased by 16.51% compared to the last year, leading total sales to
rise by 13.26 per cent.

Total number of fungicide units sold decreased by 3.93 % compared to the last year. The number of liquid
fungicide units sold rose by 28.18%, while powder fungicide units sold decreased by 25.31%, causing total overall sales
to increase by 11.57%.

The number of acaricide units sold fell by 17.72 % compared to the last year, leading to a rise of 525 % in total overall
sales, as a result of value-added product improvement.

With regard to production factors, raw material prices were on an upward trend in line with world oil prices.
Forward purchasing of raw materials was very important, as this lessened the impact from high raw material prices and
exchange rate fluctuations, which saw the baht weaken continually and thus caused average cost price for raw materials
to increase. Seeking quality raw materials with lower-cost price for production, combined with company policy to
efficiently manage and economize on labor costs and production expenses, led to production costs and sales costs to

reduce by 4.41% and 5.31% respectively. This caused initial profits to rise by 0.81% compared to the last year.
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Other income, not including profit (loss) from exchange rates, decreased by 0.19 million baht or by 4.85%
as a result of a fall in income from rebate and interest receivable. This caused gross income to decrease compared to
the last year.

In 2006, there was an expansion in the gross agricultural product by 4.6% for the overall picture of agricultural
economy. The favorable weather for cultivation during the first half of the year and the continuing good prices of
agricultural produce from 2005 through 2006 contributed to an increase in production of all crops despite the unrest in
the 3 southern provinces , floods from August to December 2006, the continued rise in world oil prices, and bird flu. The
government sector fully dealt with the problems by providing assistance in all areas especially to rice which was severely
damaged by floodwaters. Rice production overall increased. Since the floods damaged some areas of the central and
lower north, while the northeast where jasmine rice was cultivated, was slightly damaged in some low-land fields.
The highland and out of irrigation areas, instead, gave good vyields from sufficient water for cultivation. The selling price
for pre-milled rice was good for both season rice and off-season rice by 0.4% and 1.7% respectively, as a result of the
government rice mortgaging scheme.

The above factors led to an increase in sales revenue by 65.71 million baht or 12.28%. Above 50% of total
revenue of the company was from herbicide and insecticide for rice field. The company used marketing strategies and
sales promotion to create demand. The appropriate selling time also increased sales revenue.

Consequently, in 2006 the total number of herbicide units sold by 16.51%. The number of liquid herbicide unit
sold increased by 24.88%, granule herbicide unit sold increased by 13.98% and powder herbicide unit sold increased by
12.26% which led total sales to increase by 17.83% year-on-year.

Total number of insecticide units sold increased by 11.40%. The number of liquid insecticide unit sold increased
by 1.66%, granule insecticide unit sold increased by 13.89 while powder insecticide unit sold decreased by (2.19%)

leading total sales to rise by 2.29% year-on-year.
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Total number of fungicide units sold increased by 1.28%. The number of liquid fungicide units sold rose by 5.42%,
while powder fungicide units sold decreased by (3.45%), causing total overall sales to decrease by 2.14% year-on-year.

The number of acaricide units sold rose by 18.91 %, leading to a rise of 7.16 % in total overall sales.

With regard to production, raw material prices were on an upward trend in line with world oil prices. Forward
purchasing of raw materials was very important. The sufficient inventories reduced storage cost and also helped reducing
the impact from high raw material prices. The weather was another factor led to an adjustment of suitable plan for
purchasing of raw materials. The adjustment with current situation in 2006 led to a decrease of inventories by 33.79%
compared to last year. The slowdown US economy led to a weak dollar. The Chinese RMB, on the contrary, was
strengthened. The baht became stronger as a result, cutting raw material costs. The searching for sources of quality at
lower cost of raw materials attributed to the decrease of cost of raw materials. As a result, the average cost of raw
materials slightly increased. The company managed to control expenses on labor and overhead to make it most worth
investing with current economic situation causing the labor cost to rise by 7.53% and overhead cost to rise by 14.29%
compare to last year. The increase in labor cost contributed to salaries, wages, and overtime expenses. While the
increase in overhead cost contributed to the rise in world oil prices causing higher expenses in transportation, electricity,
packaging and maintenance, the high competitive market after floods caused production cost and sales cost to rise by
12.35 and 12.91 respectively. The gross profit margin increased by 10.37 compared to last year.

Other income, regardless of forex gain (loss) of 1.32 million baht or an increase of 0.25 million baht compared to
2005, increased by 6.55% as a result of selling old vehicle, a rise in income from interest receivable and investment in
debt instruments. This caused gross income to increase by 12.24% compared to that of the last year.

In 2007, the overall economy registered a 4.3% growth in gross production in the agricultural sector.
Normal conditions were returning to the overall agricultural sector due to more favourable weather conditions in 2007

than in the year before. Although there was drought and flooding in certain areas, domestic and international agricultural
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prices were good. This became an incentive for farmers to expand cultivation of farm goods such as rice, sugarcane,
palm oil and cassava, despite higher production costs caused by rising oil prices and which adversely affected foreign
trade balance. However, when considering the value of agricultural exports during the period from January to October
2007, it was found that in terms of Thai currency, export value rose by as much as 2.1%. And in terms of US dollar
currency, export value rose by as much as 17.7% compared to figures for the same period the year before.
The increased exports were in many farm goods such as rice, cassava and palm oil products. More than 50% of the
company’s total products sold, is used in rice cultivation. Thus overall volume of rice output in 2007 rose 5.7% from the
previous year and prices for pre-milled rice were good on average.

The above factors led total sales to increase by 19.81 million baht, or by 3.30%. These comprised a 7.33% rise in
sales of herbicides, with a 0.43% rise in liquid form herbicide, a 6.18% rise in granule herbicide and a 41.91% rise in
powder herbicide. This led overall total sales to increase by 12.43%.

Total number of insecticide units sold fell by 3.12%, with the liquid form, granule form and powder form dropping
5.53%, 2.57% and 7.58% respectively, leading to overall sales to fall by 6.92%.

Total units of fungicides sold increased by 1.93%, with the liquid form rising by 11.62% and powder form falling
by 10.16%, causing total overall sales to fall by 1.88%.

Total number of units sold for acaricides fell by 16.99% and total sales fell by 9.25%.

The company is aware of the effects from many negative factors which caused total sales to rise by only 3.30%.
The company thus devised a market strategy and placed emphasis on promoting sales on all fronts at times appropriate
to current conditions, in order to maintain market share and stimulate customer demand. The problem of rising global oil
prices and the decrease in imports of needed raw materials resulting from China’s move to solve the problem industrial
factories unfriendly towards the environment, led to higher raw material prices. Thus, forward purchase of raw materials

for future market demand was very important, and could also reduce adverse effects from the rising raw material prices,
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even though it increased the burden of storage costs. Another factor is the appreciation of the baht, with the baht
exchange rate at 36 baht to the dollar in 2007 and which has now appreciated to about 33 baht to the dollar.
Even though raw material costs in dollar value rose, the appreciated baht helped ease the serious adverse effect from
high raw material prices. Thus, average prices for raw material in terms of the baht currency, did not rise too much and
the value of raw material purchase orders rose in the 4th quarter by as much as 52.18% compared to figures for the
same period the previous year, and value of overall raw material purchase orders rose by 30% compared to the previous
year. This led to an increase of 59.51 million baht in inventory or a rise of 61.89%. With regard to labour and production
cost management, the company set a policy which emphasised utmost economic, efficient and cost effective
management in light of current economic conditions. In 2007 there was a slight increase in the number of workers in
order to meet production process needs. This led to a rise of 10.16% in production labour costs, and a 10.49% rise in
production costs compared to the previous year. The increased effects from rising oil prices led to a rise in transport
expenses, expenses for electricity used in production, and higher expenses for packaging and machinery repair . Also
recorded was 1.22 million baht for adjusted depreciation value of an unused factory in Min Buri . The rise in raw
materials costs, labour costs and production costs was the result of an increase in total sales amid highly competitive
market conditions. In light of these conditions, the 4th quarter post-flood period during which normal conditions were
returning to the agricultural sector, saw production and sales costs rise by 1.51% and 2.04% respectively and initial
profits rose by 7.06% compared to the previous year.

Other income, regardless of forex gain (loss) and the reverse of bad debt from loan, it was found that other
income in 2007 decreased by 1.01 million baht or 25.01% as a result of a rise in income from interest receivable and

investment in debt instruments. Other income from selling old vehicle decreased and led to the decrease in total income.
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Table showing rate of increases (reduction) during 2005 - 2007

Sales Revenue Consolidated revenue Cost of Sale
2005 (4.28) (4.29) (5.31)
2006 12.28 12.49 12.91
2007 3.30 4.31 2.04

Sales and General Administrative expenses during 2005-2007 totaled 51.74, 93.13, and 54.89 million baht,
representing increases (reductions) of (44.99%), 80.00%, and (41.06%) respectively, not including interest payable.

Interest payable in 2005-2007 totaled 2.51, 2.55 and, 4.40 million baht, representing increases (reductions)
of 46.30%, 1.51%, and 72.86% respectively.

The company adjusted some categories in 2006 financial statements to be in line with that of 2007 and the
adjustment did not affect net profit or shareholders’ equity. (Amount before adjustment was 88.81 million baht)

In 2005, sales and administrative expenses when taking into account bad or doubtful debts amounting to 33.88
million baht and loss suffered from impairment of investment amounting to 15.79 million baht in 2004, as well as bad or
doubtful debts totaling 0.06 million baht and loss on impairment of investment of 1.88 million baht in 2005, led to sales
and management expenses in 2004 to be 94.06 million baht and to be 51.74 million baht in 2005, representing a
reduction of 42.32 million baht or a fall of 44.99 % from the last year.

If bad or doubtful debts and impairment from investment are not taken into account when comparing operational
results, net sales and management expenses were found to total 45.39 million baht in 2004 and total 49.57 million baht in
2005, representing an increase of 0.90 million baht or a rise of 1.85%. This was the result of natural disasters throughout

last year such as drought and flooding which damaged produce and initially decreased agricultural purchasing power,
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causing a Supply Shock in the agricultural sector. Agricultural output fell, and although this caused overall agricultural
prices to move higher after farmers recovered, purchasing power did not return to previous levels. The company therefore
had to devise a policy to fully help farmers in order to ease the severity of the agricultural problem and to maintain sales
and market share. As a result, there was an increase in expenses for sales promotions, special allowances and
transportation costs, commission fees and foreign exchange loss.

Profit (loss) from foreign exchange rates came to (2.47) million baht in 2004 and totaled (4.52) million baht in
2005, representing an increase of 2.05 million baht or 82.97%. This was caused by the continued weakening of the baht,
which weakened particularly in the 4th quarter. In the first quarter of 2005, the average rate was 38-39 baht to the Dollar,
while in the last quarter, the baht weakened to an average of 41.43 baht to the Dollar. This caused an increase in forex loss.

Interest payable in 2004 totaled 1.71 million baht and came to 2.51 million baht in 2005, representing an increase
of 0.80 million baht or 46.30%. This was the result of increased foreign raw material purchase orders, and managing T/R
creditors and foreign creditors in accordance to financial status and value of the Baht at that time through expansion of
payment term. However, managing risks from the continuing fluctuations in the foreign exchange rate, caused interest
payable burden to increase.

Corporate income tax for 2004 totaled 24.01 million baht and came to 20.39 million baht in 2005, representing a
reduction of 3.62 million baht or a fall of 15.07%. This was the result of writing off 4.75 million baht in bad debts
following the end of a lawsuit, and an adjustment in the account showing loss from impairment of investment which was
over booked. An agreement on debt reduction made with a financial institution, entitled 3.08 million baht in future debt to
tax privileges, thus easing corporate income tax.

In 2006, selling and administrative expenses when taking into consideration the doubtful debts and directors’
remuneration amounting to 88.81 million baht and 51.74 million baht in 2005, the doubtful debts and directors’

remuneration was 39.48 million baht and 0.87 million baht respectively in 2005 while it was 0.06 million baht and 0.85
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million baht respectively in 2006. There was also loss suffered from impairment of investment amounting to 2.11 million
baht, as well as forex loss of 4.52 million baht in 2005. If the amount was not taken into consideration, selling and
administration expenses was 48.46 million baht in 2006 and was 44.20 million baht in 2005, an increase of 4.26 million
baht representing an increase of 9.64 % compared to last year. As a result of this growth, there was an increase in
expenses for sales promotions, transportation costs, vehicles expenses and commission fees. In the 4th quarter, farmers
started their cultivation after flood waters receded. Sales revenue in December rose as a result.

Doubtful debts amounting to 39.48 million baht was from account receivable in 2006 totaled 0.08 million baht.
The Company also received payment from customers to reverse a provision for bad debt of 0.06 million baht. The 39.47
million baht was loss from lawsuit which was booked and affected the performance of the company and thus causing
the net profit to fall compared to last year.

Profit (loss) from foreign exchange rates came to (4.52) million baht in 2005 and totaled 1.32 million baht in 2006,
representing an increase of 5.84 million baht or 129.21%. This was caused by the continued strengthening of the baht.
In the 1st to 3rd quarter, the average rate was 37-39 baht to the dollar while in the 4th quarter, the baht was stronger
to an average of 35-36 baht to the dollar. To cope with the fluctuation of the baht in the future, the company executed
forward contract to cushion the impact for T/R payable.

Interest payable in 2005 totaled 2.51 million baht and came to 2.55 million baht in 2006, representing an increase of 0.04
million baht or 1.59%. The managing of T/R payable and foreign account payable to be in accordance with financial status and
value of the baht at that time through expansion of payment term and caused interest payable burden to increase.

Corporate income tax for 2005 totaled 20.39 million baht and came to 12.92 million baht in 2006, representing a
reduction of 7.48 million baht or a fall of 36.68%. This was the result of writing off 31.56 million baht doubtful debts
from account receivables and loan to Plastic Precision Industry Co., Ltd. who had entered into a compromise agreement

in court to pay debts by installments with interest but later default. Pato consequently entered the execution procedure
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with the court to finalize the case amounting 31.56 million baht. The Company also received payment from customers to
reverse a provision for bad debt of 0.06 million baht. These two transactions led to a decrease in income tax payable in
the 4th quarter by 7.91 million baht. In addition, the Company sold off investment in Plastic Precision Industry Co.Ltd.
for 1,130,923 shares at the selling price of Baht 0.01 per share. The Company recognized gain from disposal
of investment amounting to 11,309.23 baht. The adjustment in the account showing realized loss from impairment of
investment and entitled the Company to tax privileges. The income tax for 2006 was over paid by 0.58 million baht as a result.

In 2007, sales and management expenses totaled 54.01 million baht, representing a decrease of 38.24 million baht
or a drop of 41.45% compared to the previous year. In 2006, the company recorded 39.45 million baht in damages from
a lawsuit as doubtful debt. However, if this doubtful debt is not taken into consideration, sales and management
expenses in 2006 would total 52.80 million baht, and when compared to the year 2007, this would represent an increase
of 1.21 million baht or 2.30%. As a result of the increase in total sales, the was a rise in various costs particularly those
involving transport vehicles, fuel and goods transport, as well as costs for stimulating sales in order to maintain market
share, including commission fees, product permit fees and expenses for sales promotion.

With regard to doubtful debts from trade debtors, it was found that in 2007, this totaled 0.06 million baht compared
to 0.08 million baht in 2006. This represents a reduction of 0.02 million baht or 25% and reflects the company’s cautious
policy in consideration of each new client and on credit control, leading to a reduction in the fraction of doubtful debts
and thus a very low ratio to trade debtors.

As for profit (loss) from exchange rates in 2007 totalling 3.63 million baht, this showed an increase of 2.31 million
baht or 174.25% compared to the previous year. This resulted from the appreciation of the baht during 2007 which saw
the baht trading at 36-33 baht to the dollar and with the baht still continuing to appreciate. The company perceived the
effects from the baht fluctuation and undertook a risk prevention policy by undertaking T/R to prolong payment of
foreign debts. This resulted in actual profit of 3.69 million baht from exchange rates and (0.07) million in unrealized

exchange rate loss resulting from exchange rate adjustment by T/R creditors left at year end.

Annual Report 2007 63 PATO CHEMICAL INDUSTRY PLC.



Wipvensamstseniioszmananly FoihliRanamlsandanuanfsuiiiniuadeiuon 369 duum uazifianananu
ndaruanuisuiigolsiiatuasesuu (0.07) &uum %’aLﬁmmnm‘sﬂ%’uﬂqoé’mﬂmeﬂﬁﬂu . fuullaeadmi TR auvde

ponidiudne Tuil 2550 §1uan 4.40 Fwum Wisuudaaindusuon 1.86 §uum visdevar 72.86 ewSsuifiuiy
Yiiwuan flosnnisuimsdnd TR ey wiv arunsainensduuardduumluzasiu Taenisaee Term s
3idu SeviliAanssaendedneingu

vaa

mﬁ@u\lﬂumqﬂﬂa Tl 2550 §1uau 3312 &uum Wasuudsaiindusuau 2020 Suum visseuas 156.36 Tanludlil
Tifisnematudiont] ¢ “ses _afiieainanu “smeanedanaiviiliils v5 Tul 2549 anas uazaInnsWABUUREA
mﬁ@u\lﬁﬁﬁqﬂﬂamn%ma: 25 (Hu¥ouay 30 vaernls 13 SevilinBSuldifyaaalull 2550 Wi

PnwamIsIiuaudsldnanuEs vlinailstudiu Tull 2548-2550 U 13233, 15037 waz 160.98 Anduseras
24.73, 25.03 LAz 25.94 AINa1GL

Mlsanmssduenludl 2548-2550 91uau 8059, 57.24 Wax 106.10 §uum Anduiosas 1506, 953 Uaz 17.10 MWL

mls qw%‘[uﬂ 2548-2550 91U 61.46, 47.12 uaz 80.21 Aalluinuas 11.41, 7.78 LAy 12.69 AINAIAL

darmanouunuiieviulull 2548-2550 Sruaufouar 18.51, 13.60 War 22.54 MUK

1) 2548 woprpanasioEa: 4.28 TunnziATwgivvsslsemarzasianiiudy “uidosnanvaneiadoiildnse
fanas TIMTINMINARNIANSINEATUATUIBNMANSINEAT 15U Tamdsudsuazanndslulaiel 2548 wanseyuannsdissdl
ARy (Tud) emhiulusasalanfissusn ”aﬁuamoc&imﬁm Samanidofiduunli go%uua:é’mw@mﬂaﬁ go%u masgasl
mm‘ﬁ’mmﬁdunnﬁm MU UNNIWAR MINAIARAZNIITY WHNEAINS WarthpusTmwansznuaniymisieg

mamsinsasteusiclisunansenuannvaneilads SevinldiAailunn Supply Shock WANAANNINITINEATAARININ WA
vilinalassanusud _sdunidfiiuandaudnonn yadins seen “udununsseeduiaiy foudluademdsedd 2548
%ﬁﬂ%mmﬁﬂmmﬁmwaLm'msLwnﬂgnwﬁﬂumoﬁuﬁLﬁﬂqwnﬁ’ﬂﬁmu wifl $19au “smelduinin e ldnnan1snan

Interest payable in 2007 totalled 4.40 million baht, reflecting an increase of 1.86 million baht or 72.86% compared
to the previous year. This came from appropriate management of T/R creditors in light of the financial situation and baht
value at the time, by extending payment term and thus leading to increased interest payable burden.

Corporate tax in 2007 totalled 33.12 million baht , reflecting an increase of 20.20 million baht or 156.36%. There
was no record of doubtful debts from lawsuit damages this year, which had caused net profit to fall in 2006. And the
change in corporate tax rate from 25% to 30% of net profit , led to an increase in corporate taxes for the year 2007.

The above operational results led to gross profit during 2005-2007 to total 132.33, 150.37, and 160.98
million baht respectively, representing a percentage of 24.73, 25.03, and 25.94 respectively.

Operational profits in 2005-2007 came to 80.59, 57.24, and 106.10 million baht respectively, representing
percentage of 15.06, 9.53, and 17.10 respectively.

Net profits in 2005-2007 came to 61.46, 47.12, and 80.21 million baht, or a percentage of 11.41, 7.78, and 1269 respectively.

Return on equity during 2005-2007 were 18.51%, 13.60%, and 22.54% respectively.

In 2005, total sales fell by 4.28% amid an economic slow-down from the last year. Many factors were responsible
for the reduced expansion in both agricultural and non-agricultural output, such as the problem of drought and flooding
at year-end 2005, effects from the tsunami disaster, continued rise in world oil prices, higher interest rates and increased
rate of inflation. The government sector gave farmers assistance in all areas, including production, marketing and finances
in order to ease the effects from these various problems.

Although the agricultural sector was affected by many factors which caused a Supply Shock, with agricultural
output greatly reduced, overall prices rose considerably from the previous year, with increased expansion in export value
of agricultural products. In the second half of 2005, there was sufficient water for cultivation and even though there was
flooding in some areas, the damage was not great. Thus the agricultural sector saw increased expansion in its value.

However, in the overall picture, the economic expansion in the agricultural sector was still less than the last year.

usun mlaAiga mnssu suia (UHIBL) 64 $190°UUszDU 2550



nsinsnsiiyadnmedaiindy  odslsinalunmssnsssedizesiassgiananunsiasinsoeediidnidiug,
niladadedu vStmaseminfenansenussvanreildeandmireninduiizilaind w%aui?amﬂ%naqwﬁmimmﬂ‘[u
fusAuarn1anszfussazialasns i Sz WosnE uubenInaaliuaziiie uadANFaIn1TTIRan Uy
ﬁsﬂﬂﬁmqﬁuﬁuuﬂﬁu woﬁummwmﬁwﬁu‘lummﬂan FINEIHANTENUIMNANNAUNIUTBISAT AN ABUTUAT T UL NS B U
asmanaan Foifu unglinadunuingiudiedsuia_siu nsu aeminghviifiauamuazsadunusiniieuiaimauny
Tunswdn Snsusimiulouielumsuimsmuseeuuas] Honawanliuszndauazduani

Alunnziasegiailagiu Fevi i

funumsnan uasdununBanasianar 441 uas 531 mwuady deinlisanmlstusuiniusosas 081 aifiuiuiui

Aldaglumszisuazudms Seinnsansmsomand o pax LU LRZIIENINATIANUINNNTADIATDIS AU fivfin
$u T 2547 uasTudl 2548 GovilidnldaneTunsasuazusmstull 2547 8usmau 94.06 &um uas Tud 2548 F1uau
51.74 §mum WaBULUAIEAITINIL 4232 §1uum videdosas 44.99 WawSsudlsuiudfiugy wazifiofasunueufisuna
nssfiuaulaglisnmens nil 9 e uazssnswazeayuInnsdesdasduammu sz ldislunismsuas
vins b Tu) 2547 Husuau 4539 §uum warludl 2548 $1uu 4957 §wuwm Wasuulsadisdusuau 0.90 §wum
wia¥ouaz 1.85 iflasaniiaiiymisldnanidesudeinansenudesanmiouacwanisdidunuasuism Tusnsiiulouiens
ARIALRBSNHLEATIBLAY IULLINTAAIR LTENY ﬁuIElU’]EIIuﬂ’ﬁU%WﬁLLa:ﬂ’m@NIﬁﬁ’f[’?j"ﬂﬁﬂLﬁ&l"ﬁuﬁaﬂﬁ K Lﬁﬂ‘[ﬁﬁumﬁ K)
Tumsamuuaz wsn $eseldedwius: ninmd o SeuddldFeuweiidulunsiesihifussamadimneiine
s ”aﬁuLLViﬁLﬂu‘lﬂaﬂwﬁﬂi:“w%mw wualdaeluns 9 3unspe andsidsouaswimusiiunte A1 Commission uas
wazAnUINSATILAnABuNGY Bnifeiinisumsmugugnuiimsinetieszingste teanau  efiansasiBunifudulaile
mmﬂﬂmﬂ'[umiu%miLLazmuquﬁﬁﬂiz“w%mwﬁﬂﬁé’mﬁw studuintudosay 0.81 Wosuiudiug uazdnsrils
innasiiuuiiatuiosas 7.97 (Wisuiisusamseniani 9B WATTIUNMTHRTIAYUIINNTHBEANIDISURIYU in
Fu Tuf) 2547)

Because of these above factors, the company was aware of their effect on total sales and thus launched a new
product as well as used marketing strategies on prices and boosted sales through promotion campaigns, in order to
maintain market share and meet market needs. While at the same time, raw material prices rose with world oil prices,
and effects were felt from the continual weakening of the baht. This was the reason for raw material costs to rise on
average. Thus quality raw materials at lower cost were instead sought for production and the company devised a policy
to efficiently manage and economize on labor costs and production costs in line with the current economic situation.
This resulted in production costs and sales costs to fall by 4.41% and 5.31% respectively, and initial profits to increase
by 0.81% compared to the last year.

Sales and management expenses, when taking into consideration bad or doubtful debts and impairment from
investment in 2004 and 2005, totaled 94.06 million baht in 2004 and 51.74 million baht in 2005, representing a reduction
of 42.32 million baht or a fall of 44.99% when compared to the last year.

And when comparing operational results, without taking into account bad or doubtful debts and impairment from
investment, net sales and management expenses in 2004 can be seen at 45.39 million baht and 49.57 million baht in
2005, representing an increase of 0.90 million baht or an increase of 1.85%. This was because of effects from the above
mentioned problems on the company’s total sales and operational results. While the company devised a marketing policy
to maintain sales and market share, it also had a policy to manage and control expenses to rise at the minimum rate, in
order to make the most of investment and most efficiently create income. Although certain expenses increased, they
were necessary to reach set targets and were used effectively. Such expenses include sales promotions, special
allowances, commission fees and increased loss from foreign exchange rates. The company also carefully managed trade
debtors to reduce risk of non-payment. Because of the company’s efficient management and control, initial profits rose
by 0.81% compared to the last year and operational profit rates increased by 7.97% (compared including bad or doubtful

debts and impairment from investment in 2004).
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Interest payable in 2005 increased by 0.80 million baht or by 46.30% as a result of managing T/R creditors and
foreign creditors in accordance with financial status and value of the baht at that time by expanding payment term and
thus increased interest payable burden.

Corporate income tax in 2005 totaled 20.39 million baht, representing a decrease of 3.62 million baht or a fall of
15.07%. This resulted from the writing off of bad or doubtful debts following the end of a lawsuit and an adjustment of
an over-written account showing impairment of investment, in line with a debt reduction agreement with a financial
institution under which future debt was entitled to tax privileges, thus enabling the company to save on corporate income
tax. Thus the company’s net profit rate was11.41%, up by 243.51% from 2004, and shareholder dividend rate also rose
by 18.51% from the last year.

In 2006, total sales rose by 12.28% amid slightly expanded economic situation compared to last year including
agricultural sector. With regards to many problems, the insurgency in the south, the continued rise in world oil prices, bird flu
and the floods that damaged many agricultural output such as rice, the government sector gave farmers assistance in all
areas, including production, marketing and finances in order to ease the effects from these various problems. The overall
agricultural produce prices in 2006 maintained as good as 2005. In the first half of 2006, the favorable weather contributed to
cultivation. Thus the agricultural sector saw increased expansion in its value. The purchasing power of farmers rose, despite
the fact that the agricultural output during the second half of the year from August to November was damaged from floods.
In the overall picture, the economic expansion in the agricultural sector still improved. These factors contributed to changing
in supply and demand of the country. The floods gave sufficient water for cultivation. Agricultural product improved, for
instance, rice. Rice was severely damaged by floods but still showed better produc yield in 2006 by 0.85% compared to last
year. Although rice fields in the central part were damaged, the significant rice field in the northeast at the higher area and
out of irrigation area had sufficient water for cultivation. Major sales of the company was from rice field. The sales of

herbicide and insecticide representing 80% of gross sales improved by 11.52% compared to last year.
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The price of raw materials rose in line with world oil price. This was outside factor directly affected production
cost. In addition to this, the national monetary policy resulted in fluctuation of the bath causing risk management burden
to the company, such as interest and led to an increase in cost of raw materials. The company devised a policy to
efficiently manage and economize on labor costs and production costs in line with the current economic situation. This
resulted in production costs and sales costs to slightly increase by 12.35% and 12.91% respectively. Gross profit
representing 24.31% of total sales showed a slightly drop from last year.

Selling and administrative expenses, when not taking into consideration doubtful debts, directors’ remuneration
and impairment from investment in 2005, increased by 9.64 % compared to last year resulted from the increase in sales.
The selling and administrative expenses were deemed to be an investment to generate worthwhile and efficiency income.
The company consequently devised a policy to efficiently manage economic investment. The increase of expenses were
for sales promotion, transportation, vehicles and sales commission etc. to encourage sales revenue especially during the
flooding period in the 4th quarter of 2006. The total sales in December improved accordingly.

When comparing operational results, taking into account doubtful debts, directors’ remuneration and loss from
investment in 2005, doubtful debts of 39.48 million baht in 2006 occurred from loss from lawsuit causing operational
profit to drop. The transaction did not account for expenses for income tax privileges.

Profit (loss) from exchange rate increased resulting from a weak dollar against baht. The decline economic
situation in the US led to the weakened dollar. The Chinese RMB continued to be strengthening led to a stronger baht
during the 4th quarter of 2006. Forex gain amounting to 5.84 million baht represented 129.21% increased causing the
profit rate from operation to drop by 9.53% from that of the last year.

Corporate income tax in 2006 decreased resulting from the writing off bad debts of account receivables, loan and
realized loss from investment totaled 49.50 million baht, representing a fall of 36.68%. The company was entitled to tax
privileges for the second half of 2006 enabling the company to save on corporate income tax. Thus the company’s net
profit rate was 7.78% which was lower than 2005, and shareholder rate of return also dropped by 13.60% from the last year.
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In 2007, the overall economic situation improved amid various conditions affecting economic expansion. However,
there was increased expansion in the agricultural sector due to more favourable weather conditions compared to the year
before. Domestic and export prices for agricultural produce were good particularly for rice, cassava, palm oil products,
sugarcane and rubber. This increased farmers’ purchasing power and led to an 3.30% increase in total sales for 2007.

Meanwhile, factors causing higher production costs such as rising oil prices in the global market and the problem
of decreased volume of raw materials resulting from China’s move to solve the problem industrial factories unfriendly
towards the environment, led to higher raw material prices. Forward purchase of raw materials for future market demand
was also still necessary, and thus the company could not avoid the burden of storage costs. The appreciation of the
baht was thus a positive factor helping to lessen the effect of higher raw material prices. Meanwhile, the average
increase of 10% for labour and production costs amid slightly improved economic conditions, led the company to set a
policy for highest economic, efficient and cost-effective management, in order to be competitive cost-wise and to
effectively maintain market share. Production and sales costs saw a rise of 1.51% and 2.04% respectively,
but this reflected a lower rate of increase than the rise in total sales, leading to initial profit rate to be 25.94%, an
increase from the previous year. Sales and management expenses in 2007 rose by 1.21 million baht or 2.30%, not taking
into account doubtful debts that arose from lawsuit damages incurred in 2006. The rise in total sales led the company to
set an investment management policy for sales expenses, to ensure economy and cost-effectiveness. Company strategy
and sales promotion were aimed as an incentive for clients, leading to a rise in total sales for the 4th quarter.
The increase in expenses came from an increase in sales and management expenses and which rose at a lower rate
than the rate of increase for total sales. This led operational profit to rise to 17.10% from last year.

Profit (loss) from exchange rate rose to a very high level due to economic conditions in the US which
strengthened the baht. And in 2007 when the exchange rate of the dollar to the Baht was 36-33 baht to the dollar, this

became a factor creating exchange profits.
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Interest payable was affected by baht exchange rate fluctuations, through managing T/R creditors and exchange
risk management by extending payment term in line with the situation of the baht at the time. In addition, raw material
purchase orders rose considerably in 2007 and this resulted in the burden of increased interest payable.

Corporate tax in 2007 rose by 156.36% as a result of company operations. Through effective production,
sales and management and no doubtful debts from lawsuit damages, total sales rose, while production and
sales costs including other expenses, enabled income to increase. As a result, the company’s net profit came
to 12.69% of total income, an increase from the previous year. This also created increased corporate taxes.
Also in 2007, the corporate tax rate was adjusted from 25% of net profit to 30%, thus creating higher
corporate taxes. With a rise in the company’s net profit, shareholder return rate was at 22.54%, an increase
from the year before.

Total assets in 2005-2007 amounting to 440.43, 466.32, and 532.51 million baht respectively, marked an increase
(decrease) at a percentage of 4.99, 5.88, and 14.20 respectively.

Total liabilities in 2005-2007 amounting to 89.50, 124.27, and 162.75 million baht, marked an increase (decrease) of
(15.74%), 38.84%, and 30.97% respectively.

Shareholder equity in 2005-2007 amounting to 350.93, 342.05, and 369.76 million baht, marked an increase
(decrease) of 12.02%, (2.52%), and 8.10% respectively.

In 2005, total revenue from sales fell by 4.28% while operational cash flow rose by 62.22%, liquidity ratio
increased from 3.78 in 2004 to 4.02 in 2005. Quick ratio increased from 2.41 in 2004 to 2.46 in 2005. Cash liquidity ratio
rose from 0.43 in 2004 to 0.64 in 2005. Because of a reduction in total sales in the 3rd and 4th quarters, inventory
increased in comparison to the last year, while trade debtors fell at the same rate of 429% as total sales, compared to
the last year. Short-term loans from financial institutions and trade creditors also fell 32.82% as a result of raw material
purchase orders in 2005 falling by 41.54 million baht or 9.68%.
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The average debt collection period was extended from 75 days in 2004 to 85 days in 2005. Product selling period
was longer on average from 87 days in 2004 to 124 days in 2005. Debt payment period was on average longer from 32
days in 2004 to 37 days in 2005, causing Cash Cycle to increase to 171 days.

From an analysis of the rising trend in the liquidity ratio resulting from reduced total sales as affected by
natural disaster problems in 2005, as well as higher raw material costs seen as a consequence of world oil prices
and baht fluctuation, the company undertook proper management of raw material purchasing orders to coincide
with market demand and thus avoid the problem of excess inventory and storage costs. However, the effects of
natural disaster problems are factors that are difficult to anticipate, the company’s total sales therefore did
not go as expected and thus there was still excess inventory, which will be utilised for future market needs.
Trade debtors decreased at the same rate as total sales compared to the last year, with only a slight number of
them being trade debtors from sales in 4th and 3rd quarters. Thus the debt collection period and product selling
period rose on average. The decrease in short-term loans from financial institutions and trade creditors by 32.82
% as a result of a decrease in raw material purchase orders by 41.54 million baht or 9.68%, combined with
managing T/R creditors and foreign creditors in accordance with financial situation and baht value through
extension of payment term, these increased debt payment period. Thus the company’s financial liquidity
increased, and there was more cash flow from operations.

Cash flow from investment activities decreased by 32.92% compared to the last year as a result of the company
buying additional cars and machinery to replace those which were worn out and thus sold off.

Cash flow from financial procurement activities rose by 4.11% compared to the last year as a result of reduced
raw material purchase orders from 2004. This reduced short-term loans from financial institutions. Cash flow from
financial procurement activities also rose from a reduced dividend payout of 23.80 million, down by 15.40 million baht

from 2004. This caused cash and entries equivalent to cash, to rise by 10.31 million baht or by 11.93%.
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With regard to capital structure, the ratio of debt to shareholders was equivalent to 0.26 times in 2005, which
showed a reduction from the previous year. This came from a reduction in short-term loans from financial institutions and
trade creditors of 21.67 million baht or a fall of 32.82%, and also from a reduction of creditors through investment
purchase following a debt reduction agreement with a financial institution. This is considered a very low ratio. The ratio
for interest payment ability was 31.81 times in 2005, with the company undertaking the most careful and efficient
financial management as possible taking into consideration resulting interest burden. Furthermore, the company had a
policy to use rotating liabilities to invest in assets in order to gain the highest return. The company also endeavored not
to create excessive financial costs and was able to give shareholders the highest return, with the company also keeping
the ratio from becoming too high in order to prevent the company from financial risk.

In 2006, total sales revenue rose by 12.28% while operational cash flow rose by 121.02%, liquidity ratio increased
from 4.02 in 2005 to 4.49 in 2006. Quick ratio increased from 2.46 in 2005 to 3.33 in 2006. Cash liquidity ratio rose from
0.64 in 2005 to 1.44 in 2006. The average debt collection period fell from 85 days in 2005 to 75 days in 2006. Product
selling period was shorter from an average of 115 days in 2005 to 93 days in 2006. Debt payment period was on
average shorter from 54 days in 2005 to 51 days in 2006, causing Cash Cycle to decrease to 117 days.

From an analysis of the rising trend in the liquidity ratio resulted from continuously improved sales from 2005 by
favorable weather during the first half of the year, reflected that the flood problems slightly affected agricultural produce
in 2006. Trade account receivable and short-term loan from financial institutions were higher because payment had not
yet been due. Inventory turn over was at the higher rate as the company undertook proper management of raw material
purchasing orders to coincide with market demand in 2006. Thus, the company enjoyed better financial liquidity, and
there was more cash flow from operations.

Cash flow from investment activities increased by 239.32% compared to last year, were from the buying of

additional machinery and vehicles to replace those which were worn out and thus sold off. In addition, the disposal of
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investment causing realized loss from investment. Cash flow from financial procurement activities slightly rose as a result
of reduced raw material purchase orders during the second half of 2006. Inventories increased compared to that of the
last year. Dividend payout amounting to 56 million baht resulted in cash and cash equivalents to rise by 46.88 million
baht or by 454.88%.

With regard to capital structure, the ratio of debt to shareholders was equivalent to 0.36 times in 2006, which
showed a reduction from 0.26 times in the previous year. This came from debt moratorium from lawsuit amounting to
39.45 million baht. The increase of account payables and short-term loan from financial institution totaling 20.83 million
baht was considered a very low ratio. The ratio for interest payment ability was 55.45 times in 2006 compared to 31.81
times in 2005. Assets turnover and fixed assets turnover was 10.39% and 71.17% respectively compared to 2005.
Current asset ratio was 133.68 times in 2006 showed an increase from 2005 as the company undertook the most careful
and efficient financial management especially interest burden in the future. Furthermore, the company had a policy to use
rotating liabilities to invest in assets in order to gain the highest return. The company also endeavored not to create
excessive financial costs and was able to give shareholders the highest return, with the company also keeping the ratio
from becoming too high in order to prevent the company from financial risk as shown in 2006 performance.

In 2007, with total sales revenue increasing 3.30% in 2007, this led to a decrease of 85.46% in cash flow from
operations. Liquidity ratio fell from 3.70 in 2006 to 2.81 in 2007. Quick ratio fell from 2.27 in 2006 to 1.84 in 2007.
Cash liquidity ratio fell from 1.17 in 2006 to 0.13 in 2007. Average debt collection period increased from 75 days in 2006
to 77 days in 2007. Product sales time increased from 94 days in 2006 to 99 days in 2007. Debt payment period
increased from 52 days in 2006 to 75 days in 2007, making the cash cycle equal to 100 days.

An analysis showed a downward trend in the liquidity ratio due to a rise in total sales in the 4th quarter of 2007.
This caused an increase of 5.08% in the number of remaining trade debtors. And due to factors affecting raw material

procurement, the company had to import raw materials in order to sufficiently meet market demand. Thus there was an
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increase in raw material purchase orders in the 4th quarter leading to an increase of 61.85% in inventory. At the same
time, the number of trade creditors and T/R creditors rose by 55.63%. Also, there was a rise in rotating debts comprising
income tax and unpaid expenses which rose by 184.70%. Due to the above reasons, rotating assets increased by
20.08% while rotating debts were up by 30.80% compared to the previous year. This thus reflects a downward trend in
overall liquidity ratio including an increase in the average debt collection period, product sales period and debt payment
period. This led to a decrease in cash flow from operations.

Cash flow from investment activities fell by 57.52% compared to the previous year. Because the company
invested 32 million baht in temporary financial investment purchasing a small number of additional machinery equipment,
cash flow from sale of financial investments decreased.

Cash flow from financial procurement activities fell by 80.79% as a result of purchase orders of raw materials
from abroad in the 4th quarter. This led to a rise in inventory from last year. This and a dividend payout of 52.5 million
baht which was lower than last year, caused net cash and cash-equivalent items to decrease from the previous year by
29.98 million baht or 457.96%.

Consideration of investment structure showed debt to shareholder ratio to be 0.44 times in 2007 from 0.36 times
in 2006. Because of the increase in T/R creditors and the rise in income tax and unpaid expenses, total debts increased
by 30.97%, while shareholders rose by 8.10%, thus increasing the said ratio. However, this is still considered a very low
ratio. Interest payment ability ratio fell to 12.65 times in 2007 from 55.20 times in 2006. The ratio of return from assets
and fixed assets were 16.06 and 117.75 in 2007, up from 10.39 and 71.18 in 2006. And rotating assets ratio equaled
126.58 times, down from 133.68 times in 2006.

The company set a policy for the most careful and effective financial management taking into account economy
and cost effectiveness, and also reducing risks from currency exchange and burden of interest payable that would come

from extending future debt payment term and to ensure that exchange rate and payment period is appropriate in order
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to derive the most benefit. Shareholder return was also taken into consideration and thus temporary financial investments
with low risk were made. The company also set a policy of bringing rotating debts for more investment in rotating assets in
order to attain highest return and reduce financial costs, while at the same time providing the highest overall return to
shareholders. Also to maintain the various key ratios in order to reduce financial risks to the minimum and ensure the
company’s highest stability. Thus, the operational results for 2007 has been shown as above.

The key factor that is important and will have an effect on operations in 2008.

The overall economy is expected to still expand slightly from the year 2007. Seen are effects from the continued economic
expansion, favourable weather conditions, sufficient water for cultivation, including continued good prices for overall agricultural
products. As for effects from external factors, these include oil prices on the global market, US economic problems and problems
concerning raw material volume which pushes up raw material costs. Also the country’s financial and treasury policy could, at any
time, have both a positive and negative impact on cost of raw material imports. There is also a trend for interest burden and inflation
rate to rise. The company is aware of the various factors affecting operations on all fronts in 2008, including natural disaster conditions
that could affect changing domestic demand and supply. The agricultural sector is still the country’s main economic sector. The
government gives importance to this sector and provides assistance and support in all areas in order to increase agricultural output.
The government also has a policy to protect, and to maintain as well as boost agricultural prices.

In agricultural sector production, the Government will continue to provide its full support in all areas such as:

1. Technology development-Developing production technology by educating farmers and providing good plant breeds
in order to further develop quality of output and create competitive capability.

2. Marketing-Helping to sustain agricultural prices by providing farmers with loans using their agricultural goods as
collateral. This will keep agricultural prices from falling too low and let market forces operate on their own.

3. Finances—Providing loan support which might be in the form of a village fund, low-interest loans and loans derived

from transforming assets into capital, so as to create opportunity for farmers.
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4. Promote agricultural processing—This is done by creating added value to products which would develop
product quality and enable to export.

Government support on production and its strategy to restructure agricultural products to make it in line with
market needs and create competitiveness for the country, will improve farmers’ situation and living standards. On the part
of the private sector, the Thai Crop Protection Association is joining hands with the government sector to control and
check against sub-standard products. This is important in order to create good quality agricultural products meeting
market needs. This will increase company sales.

Raw material prices rising higher with world market conditions are a risk factor, making the cost price of products
higher. Higher oil prices, baht fluctuation and weakening, drought and flooding, are also external factors which are
beyond control. However, the company has devised a policy to ease the effects from these risk factors.

1. Company policy to manage forex on raw material imports, for example, with an extension of account payable
to reduce risks and the consideration of favorable exchange rate.

2. Practicing more caution when ordering raw materials, seeing that it concords with needs. This will reduce damage
from excessive inventory. However, lead Time is considered to avoid short of inventory.

3. Making careful consideration before opening new trade accounts and expanding credit lines to prevent damage
from bad debts and strictly performing in accordance with collection policy.

4. Disseminate knowledge on technology and correct usage of product to increase yields, promote safety,
with no environmental effects.

These above factors affect the company’s operations and financial position. Therefore, it is the policy of the company
to try and reduce the adverse effects from these various factors through the above mentioned measures. Although, these are

outside factors that cannot be controlled, it is expected that this policy will reflect in better operations for the company.
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To The Board of Directors and Shareholders’ of

Pato Chemical Industry Public Company Limited

| have audited the balance sheets as at December 31, 2007 and 2006, the statements of income,
changes in shareholders’ equity, and cash flows for the years then ended of Pato Chemical Industry
Public Company Limited. These financial statements are the responsibility of the Company’s management as to
their correctness and completeness of the presentation. My responsibility is to express an opinion on these

financial statements based on my audits.

| conducted my audits in accordance with generally accepted auditing standards. Those standards
require that | plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

| believe that my audits provide a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Pato Chemical Industry Public Company Limited as at December 31, 2007 and 2006,
the results of its operations and its cash flows for the years then ended in conformity with generally accepted

accounting principles.

uclt.

(PRADIT RODL@YTUK)
Certified Public Accountant
Registration No. 218

Ast Master Co.Ltd.
February 16, 2008
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In Baht

ASSETS
CURRENT ASSETS
Cash and cash equivalents 6 79,850,012 103,282,476
Current investments - net 7 84,523,154 50,645,771
Accounts receivable - net 8 135,150,883 128,617,881
Inventories 9 155,671,081 96,159,434
Other current assets 1,863,163 1,913,003
Total current assets 457,058,293 380,618,565
NON - CURRENT ASSETS
Investment in related company - net 10 = -
Loan to related company - net 51, 11 = -
Property, plant and equipment - net 12 74,397,223 84,835,481
Other non - current assets 1,056,383 862,859
Total non - current assets 75,453,606 85,698,340
TOTAL ASSETS 532,511,899 466,316,905

The accompanying notes are an integral part of these financial statements.
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In Baht

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES

Short - term loans from financial institutions 13 95,683,294 50,378,374
Accounts payable - related company 5.1 10,777,436 12,668,606
- other companies 10,305,244 11,981,412
Current portion of hire - purchase contracts payable 120,891 -
Liability arising from guarantee 11.2 18,261,569 39,454,784
Accured income tax and accrued expenses 27,170,642 9,543,590
Other current liabilities 220,353 239,843
Total current liabilities 162,539,429 124,266,609
NON - CURRENT LIABILITIES
Hire - purchase contracts payable - net 212,234 -
Total liabilities 162,751,663 124,266,609
SHAREHOLDERS’ EQUITY
Share capital
Authorized share capital
14,000,000 ordinary shares of Baht 10 par value 140,000,000 140,000,000
Issued and paid - up share capital
14,000,000 ordinary shares of Baht 10 par value 140,000,000 140,000,000
Premium on share capital 135,000,000 135,000,000
Retained earnings
Appropriated for legal reserve 14 14,000,000 14,000,000
Unappropriated 80,760,236 53,050,296
Total shareholders’ equity 369,760,236 342,050,296
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 532,511,899 466,316,905

The accompanying notes are an integral part of these financial statements.
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In Baht

REVENUES
Sales 620,540,463 600,728,366
Gain on exchange rate 3,627,349 1,320,700
Reversal of provision for doubtful account from loan 11.2 4,985,133 0.00
Other income 3,015,526 4,021,379
Total revenues 632,168,471 606,070,445
EXPENSES
Cost of sales 459,557,225 450,359,971
Selling and administrative expenses 54,014,511 52,800,564
Provision for doubtful account from loan 11.2 0.00 39,454,784
Directors’ remuneration 871,019 870,093
Total expenses 514,442,755 543,485,412
Income before interest expense and income tax 117,725,716 62,585,033
Interest expense (4,401,662) (2,546,390)
Income tax (33,114,114) (12,916,841)
Net income 80,209,940 47,121,802
Basic earnings per share
Net income 5.73 3.37
Weighted average number of ordinary shares (shares) 14,000,000 14,000,000

The accompanying notes are an integral part of these financial statements.
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In Baht

Retained earnings

Issued and Premium on Appropriated
Paid - up Share Capital for Legal  Unappropriated
Share Capital Reserve
Balance as at January 1, 2006 140,000,000 | 135,000,000 14,000,000, 61,928,494 | 350,928,494
Dividends paid 15 - - -1 (56,000,000) | (56,000,000)
Net income - - - 47,121,802 47,121,802
Balance as at December 31, 2006 140,000,000 | 135,000,000 14,000,000| 583,050,296 342,050,296
Balance as at January 1, 2007 140,000,000 | 135,000,000 14,000,000| 58,050,296 342,050,296
Dividends paid 15 - - -1(52,500,000) | (52,500,000)
Net income - - -1 80,209,940| 80,209,940
Balance as at December 31, 2007 140,000,000 | 135,000,000 14,000,000| 80,760,236 369,760,236

The accompanying notes are an integral part of these financial statements.
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In Baht

2007 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 80,209,940 47,121,802
Adjustments to reconcile net income to net cash
provided by operating activities
Provision for doubtful accounts 60,100 22,920
(Reversal of) Provision for doubtful accounts from loan (4,985,133) 39,454,784
Unrealized gain on exchange rate (66,514) (132,702)
Unrealised gain from changes in value of investments (847,348) (645,771)
Gain on disposal of current investment (1,030,035) -
Gain on disposal of investment in related company - (11,309)
Gain on disposal of equipment (350,098) (2,016,996)
Depreciation 13,539,939 11,446,718
Income before changes in operating assets and liabilities 86,530,851 95,239,446
Decrease(Increase) in operating assets
Accounts receivable (6,593,102) (5,549,879)
Inventories (59,511,647) 42,007,342
Other current assets 49,840 (547,757)
Other non - current assets (193,524) 482,739
Increase (Decrease) in operating liabilities
Accounts payable - related company (1,817,600) 1,412,007
- other companies (1,676,168) 1,050,803
Liability arising from guarantee (16,208,082) 0.00
Accrued income tax and accrued expenses 17,627,052 (8,623,702)
Other current liabilities (19,490) (402,010)
Net cash provided by operating activities 18,188,130 125,068,989

The accompanying notes are an integral part of these financial statements.
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In Baht

2007 2006

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in current investment (32,000,000) (50,000,000)
Proceeds from disposal of investment 0.00 11,309
Repayment of payable from investment acquisition 0.00 (16,500,000)
Proceeds from disposal of equipment 350,100 2,017,000
Cash paid for acquisition of equipment (cash flows information 2) (2,768,558) (16,553,617)
Net cash used in investing activities (34,418,458) (81,025,308)
CASH FLOWS FROM FINANCING ACTIVITIES
Increase in short-term loan from financial institutions 45,297,864 18,502,475
Dividend paid (52,500,000) (56,000,000)
Net cash used in financing activities (7,202,136) (37,497,525)
Net increase(decrease) in cash and cash equivalents (23,432,464) 6,546,156
Cash and cash equivalents, beginning of year 103,282,476 96,736,320
Cash and cash equivalents, end of year 79,850,012 103,282,476
Supplement disclosures of cash flows information
1.Cash paid during the year for
Interest expense 4,401,662 2,546,390
Income tax 16,408,259 22,744,698
2. Property, plant and equipment
Detail of Acquisition of equipment during the year are as follows :
Aquisition of equipment during the year (3,101,683) (16,553,617)
Less Increase in hire - purchase contracts payable 333,125 0.00
Cash paid for acquisition of equipment (2,768,558) (16,553,617)

usun mlaAliga mnssu suia (UHIBL)

The accompanying notes are an integral part of these financial statements.

98

S990UUsEDTU 2550



GENERAL INFORMATION

Pato Chemical Industry Public Company Limited was a public company limited and was listed on the Stock Exchange of
Thailand in 1993. The Company is engaged in business of formulating and distributing of pesticide.The major shareholders is
Trillit family, the percentage of holdings are 35.8%

The address of its registered office is at 3388 New Petchburi Road, Bangkapi, Huai Khwang Bangkok

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in accordance with the Thai Generally Accepted Accounting Principles under the
Accounting Act B.E. 2543, being those Thai Accounting Standards issued under the Accounting Profession Act B.E. 2547, and the
financial reporting requirements of the Securities and Exchange Commission under the Securities and Exchange Act B.E. 2535.

ADOPTION OF NEW ACCOUNTING STANDARDS
The Federation of Accounting Professions (FAP) has issued Notifications No. 9/2550, 38/2550 and 62/2550 regarding Accounting
Standards. The notifications mandate the use of the following new Accounting Standards.
a) Accounting Standards which are effective for the current year
TAS 44 (revised 2007)  Consolidated Financial Statements and Separate Financial Statements
TAS 45 (revised 2007)  Investments in Associates
TAS 46 (revised 2007) Interests in Joint Ventures
These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January
2007. However, Thai Accounting Standards No. 44, 45 and 46 have no impact on the financial statements since the
Company does not have investments in subsidiary, associates and jointly controlled entities.
b) Accounting Standards which are not effective for the current year
TAS 25 (revised 2007)  Cash Flow Statements
TAS 29 (revised 2007) Leases
TAS 31 (revised 2007)  Inventories
TAS 33 (revised 2007)  Borrowing Costs
TAS 35 (revised 2007)  Presentation of Financial Statements
TAS 39 (revised 2007)  Accounting Policies, Changes in Accounting Estimates and Errors
TAS 41 (revised 2007)  Interim Financial Reporting
TAS 43 (revised 2007)  Business Combinations
TAS 49 (revised 2007)  Construction Contracts
TAS 51 Intangible Assets
These accounting standards will become effective for the financial statements for fiscal years beginning on or after
1 January 2008. The management has assessed the effect of these revised accounting standards and believes that they
will not have any significant impact on the financial statements for the year in which they are initially applied.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principle accounting policies adopted in the preparation of the financial statements are as follows:

41 Cash and Cash Equivalents
Cash and cash equivalents consist of cash in hand, cash at banks, and all highly liquid investments with an original
maturity of three months or less and not subject to withdrawal restrictions.

4.2  Current Investment
Investments in unit trusts of mutual funds which the Company holds as investments in securities held for trading are
determined at fair value. Gains or losses arising from changes in the value of securities are included in determining income.
The fair value of unit trusts is determined from their net asset value.
The weighted average method is used for computation of the cost of investments.

4.3 Accounts Receivable
Accounts receivable are carried at original invoice amount less allowance for doubtful accounts.
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44

4.5

4.6

4.7

4.8

4.9

4.10

Allowance For Doubtful Accounts

The Company provides allowance for doubtful accounts equal to the estimated losses that may be incurred in the
collection of receivables. The estimated losses are based on the collection experiences and the review of the current
status of the existing receivables.

Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is determined by the weighted average method.
The cost of purchase comprises both the purchase price and costs directly attributable to the acquisition of the inventory,
such as import duties and transportation charges, less all attributable discounts, allowances or rebates. The cost of
finished goods and work in progress comprises raw materials, direct labour, other direct costs and related production
overheads, the latter being allocated on the basis of normal operating activities. Net realisable value is the estimate of the
selling price in the ordinary course of business, less the costs of completion and selling expenses. Provision is made,
where necessary, for obsolete, slow-moving and defective inventories.

Investments

Long-term investments in shares of related company is stated at cost. The Company recognizes gain or loss on disposal
of the investment in the statement of income and also impairment loss on the investment.

Property, Plant and Equipment

Property, plant and equipment are initially recorded at cost. All assets except for land are stated at historical cost less
accumulated depreciation.

Depreciation of plant and equipment are calculated on the straight line method over their estimated useful lives are as follows :

No. of Years
Buildings 20
Machinery and equipment 5
Vehicles 5-10
Office equipment and fixtures 5

When assets are sold or retired, the Company will eliminated their costs and accumulated depreciation from the accounts
and any gain or loss resulting from their disposal is included in the statements of income.

Impairment of Assets

The Company reviewed the impairment of assets whenever events or changes in circumstances indicate that the
recoverable amount of assets is below the carrying amount (the higher of an assets selling price or value in use). The
review is made for individual assets or the cash generating unit.

In case that the carrying value of an asset exceeds its recoverable amount, the Company recognized the impairment
losses in the statements of income. The reversal of impairment losses recognized in prior years is recorded as other
income when there is an indication that the impairment losses recognized for the assets no longer exist or are decreased.
Foreign Currency Transactions

Transactions in foreign currencies throughout the years are recorded in Baht at rates prevailing at the date of transactions.
Outstanding foreign currency balances of assets and liabilities at the balance sheet dates are translated into Baht at the
prevailing bank rates as of those dates. Transactions cover by foreign currency forward exchange contracts which are
recorded at forward rates adjusted with unamortized premium. Gain or loss is credited or charged to current operations.
Accounting for leases - where a company is the lessee

Leases of property, plant or equipment which substantially transfer all the risks and rewards of ownership are classified as
finance leases. Finance leases are capitalized at the inception of the lease at the lower of the fair value of the leased
property or the present value of the minimum lease payments. Each lease payment is allocated to the principal and to the
finance charges so as to achieve a constant rate on the finance balance outstanding. The outstanding rental obligations,
net of finance charges, are included in other long-term payables. The interest element of the finance cost is charged to
the statement of income over the lease period. The property, plant or equipment acquired under finance leases is
depreciated over the shorter of the useful life of the asset.

Leases not transferring a significant portion of the risks and rewards of ownership to the lessee are classified as
operating leases. Payments made under operating leases (net of any incentives received from the less or) are charged to
the statement of income on a straight-line basis over the period of the lease.
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Provisions
Provisions are recognized when the Company has a present legal or constructive obligation as a result of past events, it
is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can

be made. Where the Company expects a provision to be reimbursed, the reimbursement is recognized as a separate
asset but only when the reimbursement is virtually certain.

Revenue Recognition

The Company recognized sales as income when goods are delivered and the risks and rewards are transferred to customers.

Interest incomes are recognized on an accrual basis.

Income Tax

The Company recorded income tax based on the actual amount currently payable according to the Revenue Code.

Basic Earnings per Share

Basic earnings per share is calculated by dividing the net income by weighted average number of paid - up common
shares during the years.

Financial instruments

Financial assets carried on the balance sheet include cash and cash equivalents, trade accounts receivable and other
account receivable. Financial liabilities carried on the balance sheet include short-term loans from banks, trade accounts
and accrued expenses. The particular recognition methods adopted are disclosed in the individual policy statements
associated with each item.

Related Parties

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or
are under common control with, the Company, including holding companies, subsidiaries and fellow subsidiaries are
related parties of the Company. Associates and individuals owning, directly or indirectly, an interest in the voting power
of the Company that gives them significant influence over the enterprise, key management personnel, including directors
and officers of the Company and close members of the family of these individuals and companies associated with these
individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the substance of the relationship, and not
merely the legal form.

TRANSACTION WITH RELATED PARTIES

The Company has certain transactions with its related companies. A portion of assets, liabilities, revenues and expenses arose
from transactions with said related companies. These related companies are related through common shareholding and/or
directorships. The effects of these transactions are reflected in the accompanying financial statements on the bases mutually
considered by the companies concerned, and other entities, normal course of business.

Relationships

Related companies :

Plastic Precision Industry Co.,Ltd. Shareholding

Sojitz Corporation Shareholder of the Company

Kentex Properties Co.Ltd. Common Shareholders and Directors

Asia Mineral Processing Co.,Ltd. Common Shareholders and Directors

Ocean Link Marine&Agency Co. Ltd. Common Shareholders and Directors

Loan to (from guarantee) Non interest charged

Service income At cost

Purchase At normal business prices, as same as other entities
Rental At contract price which had been agreed upon
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5.1 Balances of transactions with related companies

In Baht
Loan to
Plastic Precision Industry Co., Ltd. 34,469,651 39,454,784
Less Allowance for Doubtful Accounts (34,469,651) (39,454,784)
Net - -
Account Payable
Sojitz  Corporation 10,777,436 12,668,606

5.2 Related Companies Transactions

Related Companies transactions for the years ended December 31, 2007 and 2006 are as follows:

In Baht
2007

2006

Facilities Charge
Asia Mineral Processing Co.,Ltd. 44905 50,680
Ocean Link Marine&Agency Co.,Ltd. - 15,729
Total 44,905 66,409
Purchase
Sojitz Corporation 24,099,171 23,499,210
Rental
Kentex Properties Co.,Ltd. 840,000 760,000
CASH AND CASH EQUIVALENTS
In Baht
Cash on hand 476,236 352,223
Deposits at financial institutions 49,373,776 82,930,253
Fixed deposits/Promissory Note 30,000,000 20,000,000
Total 79,850,012 103,282,476

The weighted average effective interest rates of deposits at financial institutions were 0.750% - 4.125% per annum

(2006: 0.750% — 4.625% per annum)

CURRENT INVESTMENTS - NET

In Baht
2007

2006

Investment in unit trusts of open-end mutual fund

Unit trusts — at cost 83,030,035 50,000,000
Adjust : Unrealised gains from change in value of investments 1,493,119 645,771
Unit trusts — at fair value 84,523,154 50,645,771
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10.

ACCOUNTS RECEIVABLE - NET

In Baht
Accounts Receivable 84,423,371 97,568,638
Post Dated Cheques 53,375,334 33,636,964
Total 137,798,705 131,205,602
Less Allowance for Doubtful Accounts (2,647,822) (2,587,721)
Accounts Receivable — Net 135,150,883 128,617,881
Aging of accounts receivable are as follow:
In Baht
Not Yet Due 132,896,850 128,329,827
Current :  Less than 3 months 2,258,953 205,582
6 - 12 months 60,100 62,759
More than 12 months 2,582,802 2,607,434
Total 137,798,705 131,205,602
Less Allowance for Doubtful Accounts (2,647,822) (2,587,721)
Accounts Receivable - Net 135,150,883 128,617,881
INVENTORIES
In Baht

2007

2006

Finished Goods 8,704,113 11,637,524
Work In Process 2,617,376 1,955,469
Raw Material and Packaging Supplies 144,349,592 82,566,441
Total 155,671,081 96,159,434
INVESTMENT IN RELATED COMPANY - NET
As at December 31, 2007 and 2006
(Unit : Baht)

Activities Relationship

Plastic Precision Industry Co.,Ltd. Manufacture Shareholder
and distribute of
semi-furnished

acrylic sheet.

Capital

115,000,000

Paid up % of

Less Allowance for Diminution of Investment

Holdings
0.01

Cost
Method

15,820

(15.820)

Net

As at December 31, 2007 and 2006, the Company recorded full provision for diminution of investment in Plastic Precision Co., Ltd.
as the Company realized that the mentioned company faces operating loss and capital deficiency.
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11.

LOAN TO RELATED COMPANY - NET

In Baht
Loan to Related Company 34,469,651 39,454,784
Less Allowance for Doubtful Accounts (34,469,651) (39,454,784)
Net - -

Transaction during the year

Balance, beginning of year, net - -

Less Write off bad debts (Note 9.1) - (29,183,370)
Add Reversal allowance for doubtful account - 29,183,370
Add (Less)Exercised the right of recourse (Note 9.2) (4,985,133) 39,454,784
Less Allowance for doubtful accounts (Reversal) 4,985,133 (39,454,784)

Balance, ending of year- net - -

The details of loan to related company as at December 31, 2007 and 2006 are as follows :

1141

112

Accounts receivable and loan to Plastic Precision Co., Ltd. arose from the debt restructuring agreement made on December
30, 2003, The condition in the agreement stated that the PPIC will repay to the Company by monthly installment at Baht
1,000,000 totaling 30 installments and the final installments at Baht 564,069 starting on January 5, 2005 with no interest
charged. The Company recorded the present value of debts of Baht 29,183,370 (Discounted by interest at 3.53% per
annum - effective interest rate of former agreement). In addition, the Company has an option to convert up to Baht 15 million
of the outstanding debt into ordinary shares with a conversion price at the par value (presently at Baht 10 per share) within
two years from the signing of the agreement. If PPIC default on its payment the total outstanding debt shall become
immediately due and shall pay in full with default interest at the rate 7.5% per annum.

PPIC failed to make a payment under the condition in the agreement, therefore, the Company set up a full provision for
doubtful account against the Long - term receivable and loan to related Company.

In 2005, the Company hired a private law firm to file a lawsuit against Plastic Precision Industry Co., Ltd.(PPIC) with the
civil court on November 25, 2005. On September 12, 2006, PPIC has entered into a compromise agreement with PATO in
court to pay Baht 34,922,589 debt by monthly installments. The amount of 300,000 baht is to be made within the 5th of
every month. The first installment starts in October 5, 2006 and to be paid until the total debt is paid off. Default on any
installment will be regarded as default of the entire debt payment and lead to the execution procedure where the interest
rate of 7.5% per annum will be applied. Plastic Precision Industry Co., Ltd. was in default for its first installment. The
Company has consequently entered the execution procedure with the court and appointed an execution officialon
November 28, 2006. The Company has written off the debt of Plastic Precision Industry Co., Ltd. as bad debt since the
execution of the case has been completed and finalized.

On June 10, 2004, the Company was sued by ltochu (Thailand) Co., Ltd. as an alleged guarantor of Plastic Precision
Industry Co., Ltd. for the outstanding debt totaling Baht 37,527,303, the Company recorded under “Liability arising from
guarantee”. As at December 31, 2007, the Company recorded liabilities arising from guarantee amounting of Baht
39,454,784 which calculated from outstanding debt totaling Baht 32,493,511 plus interest amounting of Baht 6,961,273
(interest rate 7.5% per annum). The Company has also appealed to the court to suspend the execution on January 12, 2007
and on September 21, 2007, the Company had entered into a compromise agreement in appeal court to pay the principal
debt amounting of Baht 32,493511 including some expenses in court amounting of Baht 1,725,000, totaling Baht
34,218,511. The Company has recorded the difference amount between forecasted guarantee burden and the actual
payment of Baht 4,985,133, which presented as income in the statements of income for the year ended December 31, 2007.
The Company agreed to pay amounted to Baht 5,000,000 on the date entering into the agreement. The balance of Baht
29,218,511 will be paid in 8 installments at Baht 3,652,314 each month. The first installment was paid before October 30,
2007. Total payment will be completed on May 30, 2008. PATO has already exercised the right of recourse against Plastic
Precision Industry Co., Ltd and recorded such company as debtor with outstanding balance of Baht 34,469,651. However,
the Company expected that the amount due from PPIC would not be recoverable therefore, the Company set up a full
provision for the outstanding balance.
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12. PROPERTY, PLANT AND EQUIPMENT - NET

13.

14.

In Baht

Building

Machinery
and

equipment

Vehicles

Office
equipment

and fixtures

At December 31, 2006
Cost 18,492,252 | 93803218 | 45,646,541 40537240 18952,635| 217,431,886
Less Accumulated Depreciation -| (58612299)| (40,875802)| (16,568,190)| (16,540,114)| (132,596,405)
Net book amount 18,492,252 | 35,190,919 4770,739| 23,969,050 2,412,521 84,835,481
For the year ended
December 31, 2007
Opening net book amount 18,492,252 | 35,190,919 4770,739| 23,969,050 2,412,521 84,835,481
Add Acquisition - - 2,128,434 553,867 419,382 3,101,683
Less Disposals - - - (1 (1) (2)
Depreciation -| (5,768513)| (1.400408)| (5577,098) (793920) | (13,539,939)
Closing net book amount 18,492,252 | 29,422,406 5498765| 18945818 2,037,982 | 74,397,223
At December 31, 2007
Cost 18,492,252 | 93353218 | 47,774975| 38927,751 19,215516| 217,763,712
Less Accumulated Depreciation -| (63,930812)| (42276,210)| (19,981933)| (17,177,534) | (143,366,489)
Net book amount 18,492,252 | 29,422,406 5498765 18945818 2,037,982 | 74,397,223

As at December 31, 2007 and 2006 land and building at the approximately amount of Baht 40.9 and 46.70 million respectively
were mortgaged as collateral against short — term loan from financial institutions (Note 13).
As at December 31,2007 and 2006, the company has fully depreciated building and equipment at the amount of Baht 61.83 and

61.41 million respectively.

SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

In Baht

Liabilities under trust receipts

95,683,294

50,378,374

As at December 31, 2007 and 2006, the Company has the facilities available with bank overdrafts and loans from banks in the
amount of Baht 822 million and 836 million, which bear interest at the rate of 6.20% — 8.50% per annum (2006 : 6.40% - 8.00%
per annum) which are collateralized by land and buildings (Note 12) and certain directors.

LEGAL RESERVE

The legal reserve of the Company was established in accordance with the provisions of the Thai public Company Limited Act
B.E. 2535, which requires the appropriation as legal reserve of at least 5% of net income for the year until the reserve reaches
10% of the authorized share capital. This reserve is not available for dividend distribution.
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15.

16.

17.

18.

19.

DIVIDENDS

The Ordinary Meeting of Shareholders held on April 10, 2007, the shareholders were unanimously approved the payment of
dividends from net income for the year 2006 to the shareholders for 14 million shares at Baht 3.75 per share totaling Baht 52.50
million. Such dividends paid on April 19, 2007

The Ordinary Meeting of Shareholders held on April 3, 2006 the shareholders were unanimously approved the payment of
dividends from net income for the year 2005 to the shareholders for 14 million shares at Baht 4.00 per share totaling Baht 56.00
million. Such dividends paid on April 11, 2006

STAFF COST
In Baht
Staff costs Number of employees as at 54,039,672 51,011,912
December 31, (persons) 183 190

BUSINESS SEGMENT INFORMATION
The Company engages in a business of formulating and distributing of pesticide. The Company operates in one geographical
area in Thailand. Therefore, these financial statements do not present the financial information by segment.

EMPLOYEE’S PROVIDENT FUND

The Company established a contributory registered provident fund in accordance with the provident fund Act, B.E2530. The
provident fund plan was registered on May 29, 1996.

Under the plan, the employees contribute monthly the amounts equivalent 5% of their basic salaries. The Company contributes at
the rates of 5% of the employees basic salaries. The Company appointed a fund manager to manage the fund in accordance with
the terms and conditions prescribed in the Ministerial Regulation No.2 B.E. 2532 issued under the Provident fund Act. B.E. 2530.

The Company’s contributions charged to expenses for the years ended December 31, 2007 and 2006 amounted to Baht 1.34
million and Baht 1.25 million, respectively.

FINANCIAL INSTRUMENTS

19.1 Financial risk management policies
The Company is exposed to risks from changes in market interest rates and from nonperformance of contractual
obligations by business counterparts. However, the Company does not use financial derivative instruments to manage
such risks. The Company does not hold or issue derivative instruments for speculative or trading purposes.

19.2 Interest rate risk
The Company was exposed to interest risks because it held deposits to and loan from financial institutions. However,
such financial assets and liabilities are month short-term, the Company believed that the future fluctuation on market
interest rate would not provided significant effect to their operation and cash flow; therefore, no financial derivative was
adopted to manage such risks.

19.3 Credit risk
The Company was exposed to credit risk. However, due to the large number and diversity of the entities comprising the
Company’s customer base, The Company does not anticipate material losses from its debt collection. The Company
estimated the allowance for doubtful accounts from the ending balance of accounts receivable. The estimate was made
by considering the customer’s past collection experiences.

19.4 Foreign Currency Risk
The Company’s exposure to foreign currency risk relates to its trust receipts and accounts payable foreign in US. dollars.
The Company primarily utilizes forward exchange contracts to hedge exchange rate risk relating to the repayment of
some of the trust receipts and accounts payable foreign. However, the Company is also exposed to the effect of foreign
exchange movements on its remaining accounts payable foreign in US. dollars which are currently not hedged by any
derivative financial instruments.
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As at December 31, 2007, liabilities of the Company which are not hedged as follows :

Currency
Short-term loans from financial Institutions U.S. Dollars 2,823,766
Account Payable-Related company U.S. Dollars 318,059

19.5 Fair value of financial instruments
The Company used the following methods and assumptions in estimating the fair values of financial instruments.
Because these financial instruments are in short-term maturity
Cash and cash equivalents and accounts receivable; the carrying values approximate their fair values.
Trade Accounts payable; the fair value based on the carrying value in the balance sheets.
Loans; the carrying values approximate their fair values

COMMITMENTS AND CONTINGENT LIABILITIES

As at December 31, 2007, the Company:-

a) Has long - term lease agreement covering office space ending May 31, 2021. The rental charges amounted to Baht
70,000 per month.

b) Has the contingent liability from issuing letter of guarantee in electricity and import letter of credit by a local bank in the
amount of Baht 8.09 million

RECLASSIFICATION OF ACCOUNTS
Certain accounts in 2006 financial statements have been reclassified to conform with the 2007 financial statement presentation
with no effect on previously reported net earnings or shareholders’ equity.

APPROVAL OF FINANCIAL STATEMENTS
These financial statements were authorized for issue by the Company’s authorized director on February 16, 2008.
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