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To Be the Preferred Global Supplier of
Viscose Rayon Staple Fibre Through Superlative
Product Quality And Customer Service

Mission
To Become Cost-Competitive Through:

- Technological Improvements & Developments
- Systems Perfection

To Enhance Capability to Produce Speciality VRSF:

- Textile and Nonwoven Applications
- Birla Modal

To Improve Effectiveness of Environment
Management and Safety in Operation

Values

Integrity Honesty in Every Action
Commitment Dpeliver on the Promise
Passion Energized Action
Seamlessness Boundaryless in Letter and Spirit

Speed one Step Ahead Always
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More than half of Thai Rayon’s VRSF throughput is directly
exported to more than 22 countries worldwide under the
brand name Birla Cellulose” TR’s VRSF product meets the
stringent quality expectations of customers in USA, Brazil,
Europe, Turkey, South Korea, Philippines, Indonesia, Pakistan,
Vietham and Sri Lanka.
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Thai Rayon Public Company Limited (TR)
was incorporated on 13 February 1974 to
produce Viscose Rayon Staple Fibre (VRSF).
The commercial operation began on 14
September 1976 with an annual capacity of
9,000 TPA of VRSF and presently, it’s
capacity stand at a staggering figure of
110,000 TPA. TR also has capacity to produce
85,000 TPA of Anhydrous Sodium Sulphate
as a by-product. TR is listed on the Stock
Exchange of Thailand since 1984 with present
market capitalization of Baht 12.9 Billion
(US$ 379 Million).

TR’s factory is located on the banks of
Chao Praya River in Angthong province,
spreading over on an area of 214 Rai of land.
The manufacturing facility is 1ISO 9002 and
ISO 14001 accredited. TR has also been
awarded the prestigious TPM Excellence
Award by JIPM, Japan.

VRSF is a vital raw material for knitting/

woven textile products and is being used in
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non-woven applications also. The by-product
Anhydrous Sodium Sulphate finds primary
applications in detergent, glass, wood pulp

manufacturing & textile industries.

More than half of TR’s VRSF throughput
is directly exported to more than 22 countries
worldwide under the brand name of “Birla
Cellulose”. TR’s VRSF product meets the
stringent quality expectations of customers
in USA, Brazil, Europe, Turkey, South Korea,
Philippines, Indonesia, Pakistan Vietnam and
Sri Lanka.

TR caters to the demands of both Textile
and Non-Woven applications, producing
VRSF varieties in the range of 0.9 to 5.5
Denier, Staple Length in the range of 32 mm
to 120 mm, Luster in Bright Bleach, Semi
Dull or Full Dull with Chlorine-free and Anti-
Bacterial properties. With the commissioning
of its 4th production line, TR has also
acquired the capability to produce Modal

Fibre, now much sought after fibre for
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high-end specialty woven knitted applications.

Over the years, TR has expanded business
both within and beyond Thailand by way of
backward and forward integration. In Thailand,
the Company has enhanced production
capacities at its existing location by adding
new spinning line no.4, commissioned in
April 2007 and work is in progress for new
spinning line no.5 and Gas based CS,
manufacturing facility at the new location
in Saraburi province with expected to
commissioning in March 2008. The Company
has also planned to modernize the
production facilities by replacing 30-year old

production line no.1 with a new spinning

machine and balancing equipments.
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Financial Highlights

(U2t - §11U7W / Unit : Million Baht)

2007 / 2550 2006 / 2549 2005/ 2548 2004 / 25647 2003 / 2546

(Restated / 1Fuilgalual)

FIULNNMTRY

FINANCIAL STATUS

“unineyuinaugn 4,848 4,726 4,203 3,853 3,209
Total Current Assets

“unineiau 14,413 11,648 10,061 8,744 7,384
To£a| Assets

Wil unnunEuIN 646 465 372 421 295
To£a| Current Liabilities

i Uz 769 582 486 530 394
Total Liabilities

R TNER YN 13,644 11,065 9,574 8,214 6,989
Shareholders’ Equity

NUTIFEUAT 202 202 202 202 202
Paid Up Capital

NANITALEUY

OPERATING PERFORMANCE

melfannnisene een 3,784 2,522 2,668 2,262 2,258
Export Sales

selfannnisunesu 7,265 5,341 BI25 4,994 4,300
Total Sales

PRI Rt 8,449 6,168 6,247 5,511 4,803
Total Revenues

mls s 2,489 1,373 1,632 1,257 979
Net Profit

Tayasanu (uv)
PER SHARE DATA (BAHT)

Rutfung 1.60* 1.10 12 1 9
Dividend

mlasiadu 12.35 6.81 7.60 6.23 4.86
Earnings

YAAANLTTYT 67.68 54.89 47.49 40.75 34.67
Book Value

MNEN : ﬁﬂawmmmwmmmm?ﬁwLﬁﬂf’iw?i 30 woAAnIew w.A. 2550 16l ualifinmsdeRuilunalugnsfuas 1.60 um Tmmmawﬁﬁiﬂﬁﬂimm 19ey
Naﬂuuluqum 28 AN3AN N.A. 2551
- U5HNY 1@LﬂﬂﬂuLLﬂ@dH@ﬂ’\ﬂuﬂﬁﬂm%’ﬂ’mLﬂﬂﬂd@ﬂ’mu@v 10 U Lﬂuﬂi@ﬂﬁﬂu@v 1T U ‘W’W‘LW_ISHV]”\ NwmmmmﬁuwmmmuwLmvmiymm
u@mummmu 201,600,000 L% FeriFene IFaiiunsanns L‘uﬂuLﬂ@ﬂuLLﬂmu@muuwmﬂ’mumwm&wqmmLumu‘w 31 HN9IAN W.A. 2549
Note : * The Board of Directors” Meeting held on 30 November 2007 recommended to pay Baht 1.60 per share and will be proposed to the shareholder in the annual
general meeting for approval on 28 January 2008.
- The Company has changed the par value of the ordinary share from Baht 10 par share to Baht 1 per share. The Company’s issued and paid-up share capital
is Baht 201,600,000. The Company registered the change in par value with the Ministry of Commerce on 31 January 2006.

-II] Thai Rayon Public Company Limited
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Better operational performance and favorable market conditions
contributed to a Stellar financial performance in 2007.
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The Global Economy has been expanding vigorously, with growth running over 5.0 percent
in the first half of 2007, according to the IMF. Against a backdrop of soaring oil prices, falling
US Dollar and worst credit crisis in a decade, the global economy faces a period of
uncertainties, with risks to continued growth. Recent turbulence in credit markets due to
sub-prime debacle in USA, is a pointer that the continually expanding global economy of
recent years, may not be taken for granted.

-E Thai Rayon Public Company Limited
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During the year, the demand for Viscose
Rayon Staple Fiber (VRSF) increased steadily
and the availability of higher volumes from
expansion, coupled with increased export
realization and equity-in-income, your Company
recorded a net profit of Baht 2,489 Million
this year, an increase of 81% over the

previous year.

The Company successful commissioned
4t Production line in April 2007, with a
rated capacity of 85 tons per day (TPD) of
regular VRSF, which is equipped to produce
second generation High Wet Modulus - Modal
Fiber also. Simultaneously, the activities to
construct 5t production line of similar
capacity, are underway and scheduled for
completion in March 2008. The Company
has also undertaken the up-gradation of 15
line,

production by replacing the entire

spinning line and installing balancing
equipment in different sections. This will
increase the production capacity by an
additional 30 TPD of regular VRSF in July
2008.

up-gradation,

After completion of expansion and

the Company will have a

nsudan “wledssAnduuusssuaiie 421
e e 4 DXLy 4

Fusedy BaRNIutesesas 93 ey
WauAUAeuiuee 2549 wanannd
T et luszndnanisaniiiunisne
Fralsaenunantranrfusuladaln iy
Hangn WNITMNIT 4amdn 33T Live L
1190395 UA LB REaRL Wlase e

' %

I
AN 97U

TU9eMiNIN1928NLNAINIIHER LT HN
ﬁiﬁﬁ’nﬁuﬂ’]iﬁm%ﬂ'ﬂqﬂﬂ?ﬂjﬁh\i“] Waiu
AMFUILULNIITANIT = WA G B Y
(Environmental Management System - EMS)
Toaeldanlszanns 200 &ruum Feanndnay
wda Fannalusieunsngian 2651

Wasnudnsniniuinaeanils u3un

v a

Aesudyiuaniamglunisdaunidingay

o o o oA A = o o
Vian 1AL ABLEANTIANT %Qﬂ@"ﬂuuﬁ"]ﬂﬂﬂ

s _atuaeg luszduilianammanld uas
ﬁﬂﬂdLﬂ‘Nm\i%u@ﬂ’NﬁiﬂLﬁﬂd U3 wenew
atiheseiieslunsdnmanadulyidlunis
Fefiamslssammandenszany dadunns

o A
@muhimum LNN

throughput rate of 421 TPD of regular VRSF,
an increase of 93% over September 2006.
The Company is also in process of
constructing a Gas based Carbon Disulphide
production facility at Hemraj Industrial Park in
Saraburi, to meet its captive requirement for

increased VRSF capacity.

While expanding the production capacity,
the Company has also undertaken to install
additional facilities, with a Capital expenditure
of Baht 200 Million, to take care of its
Environmental Management System (EMS),
which is expected to be completed by July
2008.

To sustain a profitable production growth,
the Company faces a challenge to procure
additional requirement of its key raw
material-Dissolving Pulp, whose prices have
now increased to an unpredictable level and
still rising. The Company is continuously
working on an acquisition possibility of a pulp
mill, which would entail a large capital

investment.
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Considering the increase in profits as also
the funds requirement for its expansion and
new pulp mill acquisition possibility, the
Board of Directors has great pleasure in
recommending a higher dividend of Baht
1.60 per share for the year ending 30t
September 2007.

On behalf of the Board and all
Stakeholders of the Company, | take this

the

opportunity to thank the Management and all
Employees of the Company for a stupendous
time when

performance at a export

competitiveness of most of the Thai
Companies is under strain due to continuous

strengthening of Baht.

P.M. Bajaj
President & Director
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Industry Outlook and Competition
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% The Companyis —
the sole producer —
of VRSF in the
country with fair
pricing policy
——— coupled with
prompt after sales
service and new
product offering.
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MAJOR CHANGES AND OTHER EVENTS

- [23 November 2006] Board of

Directors approved the resolution
as follows.
To incur capital expenditure in amount
Baht 715 Million in expansion of its
production facility by installing 5t line of
production at its existing factory.

- [21 Februaty 2007] Board of Directors

approved the resolutions as follows.
(1) Renounce the right share offering by

Alexandria Fiber Company (S.A.E.) - one

Egypt.
After this transaction, the Company’s
shareholding diluted from 27.5% to
14.4%.

(2) To incur capital expenditure in amount
Baht 350 Million to up-grade and
modernize the production facilities at

of associated company in

Thailand textile FDI has shown consistent
investment for the last 2 years raising
exports to more than 6.8 Billion USD in
2006. Thailand textile sector is going towards
medium to high end product range, as they
are not able to compete in low end products
with China and Vietnam. The Company is the
sole producer of VRSF in the country with fair
pricing policy coupled with prompt after sales
service and new product offering. The
Company is also providing application
development service to enhance their
China

largest producer and consumer of VRSF in

product perfomance. is now the
the world, accounting almost 45% of global
market share. Therefore, competing with
exports of VRSF from China is going to be a
challenge for the Company in international
markets. The Company believes strongly that
it will be in a position to withstand such
competition through its consistent product
quality and service and are well positioned
as a preferred supplier of VRSF in global
markets.

VRSF is cellulose fiber like cotton and its
price is influenced with the price of
substitute fibers i.e. cotton and polyester.

Angthong. The time schedule for this
expenditure is from March 2007 to
March 2008.

- [15 August 2007] Board of Directors
approve the resolutions as follows:
To incur capital expenditure in amount
Baht 137.50 Million to upgrade and
modernize the production facilities and
Baht 450 Million to replace 30-year old
production line no.1 with a new line for
100 TPD capacities at Angthong. The time
schedule for this expenditure is from
October 2007 to June 2008.

Other Events

- [14 February 2007] The Company paid
the dividend to shareholders a Baht
1.10 per share for the year ended 30

The international textile trade witnessed
the preference of Open End and MVS yarn
for knitting segment especially in VRSF. This
has created an improved demand for VRSF
This has

happened due to closure of Open End

and continues to grow further.
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installations in western countries in early
2006.

Capacity expansion of VRSF, mainly in
China,

availaility of in 2008. However,

Indonesia and India may ease the
the tight
supply of key raw materials for VRSF
manufacturing, especially wood pulp and CS,
will pose some limitations. The Company has

MAJOR CHANGES AND OTHER EVENTS

already planned out a strategy to overcome

the tight supply of these raw materials.

The Company expects that its present
capacity expansion will help to serve larger
customer base better - both in terms of
volumes and variety of products. The
Company expects that its specialty products
offering in 2008 will further help in improving
its bottom line.

September 2006. The dividend payment
of Baht 221.76 Million was paid out of
unappropriate retained earnings.

- [2 August 2007] The Company received
promotion priviledges no 1752(2)/2550
from Board of Investment (BOI) for its 5t
production line of expansion.

- [30 November 2007] The Board of
Directors’ Meeting held on 30 November
2007 proposed a dividend payment of 1.60
per share. This dividend amount of Baht
322.56 Million is fully exempt from
corporate under BOlI’s
promotion certificate no.1779 (2)/2548.
[t will be paid on 14 February 2008, after
approval from shareholders.

income  tax
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Production

Thai Rayon has four production lines with a combined annual capacity of 110,000 tons.
The Company has The 4th production line was commissioned in April 2007. Anhydrous Sodium Sulphate is

recovered as by-product during production process of VRSF. The Anhydrous Sodium

Sulphate recovery was at 75% in 2007.

In Metric Tons 2007 2006 2005 2004 2003
with a combined
VRSF Production 94,558 79,461 78,031 78,614 74,109
annu a| ca pauty of Sodium Sulphate Production 70,706 61,166 60,737 59,737 56,073

110,000 tons

Thai Rayon also manufactures Carbon Disulphide and Sulphuric Acid, which is 100%

captively consumed during the manufacturing of VRSF.

Raw Materials Procurement

The raw materials form a very significant
portion of the cost structure of the
Company. The details of key raw materials
and issues relating to the same are as
follows:

- Dissolving Wood Pulp :

The Rayon grade wood pulp is 100%

imported, mainly from South Africa and

Canada (our affiliated company). This

product is characterized by volatile

swings in price and limited supply

sources. As a result, the seller has a

stronger negotiating leverage. During

the year 2007, price remained firm and
was on upward swing throughout the

year and increased by as much as 19%

in US$ terms over previous year. During

the last quarter of 2007, the prices have
jumped by another 20% and are at
highest level in a decade or so. The
price trend of dissolving grade wood
pulp price have been influencing with
strong demand from China and limited

supply source available globally.

- Caustic Soda :
This product is partly sourced from
domestic market and rest is imported.
With increasing local demand without a

corresponding capacity addition, the

availability from domestic sources is
getting reduced. However, the Company
is able to tie up almost 50% of its
requirement with a local source, on a
long-term basis. The price for this
product is also characterized by very
sharp swings and largely influenced
with chlorine demand & supply. The
price, except for few months, remained
firm through out the year and there is
no sign of any downward trend due to

high-energy cost due to oil prices.

Sulphur :

This product is used in the manufacture
of Carbon Disulphide (CS,) and Sulphuric
Acid (H,SO,4). It is either available
naturally from the mines in Canada, or as
a by-product of oil refining process.
The Company imports this mostly from
refineries in Singapore and Middle East.
Prices have moved only in a very narrow
range in the beginning of the year.
However due to increase in freight
costs and reduced availability of sulphur
from refineries due to production control,
the sulphur price has increased by
160% in recent past which is increasing
production costs of CS, and H,SO,.

The sulphur prices are further increasing

in current year and expected to remain
at higher levels due to increasing oil

prices.

- Charcoal :

This product is used in the manufacture
of Carbon Disulphide (CS,), a key raw
material  for VRSF manufacturing.
This product has seasonal availability
patterns, worsening in the rainy season.
However, there has been a general
decline in availability of Charcoal resulting
in prices increase by 7% during the year.
Looking at the critical availability of CS,,
the Company has taken effective steps
to set up a new CS, manufacturing
facility using natural gas, at a new
location in Saraburi Province of Thailand.
The plant is expected to start in April
2008 and will take care of increased

requirement of CS, for VRSF expansions.
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Marketing and Sales

From the newly installed equipment, the Company is
ready to provide new varieties of fiber - Modal

and Viscose plus which should enhance

Thailand domestic market has stagnant
spinning capacity of 3.2 Million spindles,
mostly for cotton processing. The poor
cost competitiveness of spinning mills have
forced them to go for modernization with
technological advantage by shifting from
ring spindles to open end and MVS
spinning machines. Thailand textile industry
relies on mainly raw cotton imports, as
local production is very limited. The total
consumption of fibres in Thailand is about

1 Million tons comprising of cotton, VRSF,

Acrylic, and Polyester etc. 1.4% of global
fiber consumption. Viscose staple fiber is a
suitable raw materrial to run on newly
installing high-speed / latest technological
machines. Being the sole producer of
VRST, the Company has always been
catering to the entire domestic market
demand, thereby promoting local spinners
to produce value added products for textile
value chain. From the newly installed
equipment, the Company is ready to

provide new varieties of fiber - Modal and

Viscose plus which should enhance the
production of fashion driven fabrics and
garments. The Company is fully equipped to
provide technical service to its customers to
assist in running new products. The year
2007 saw a strong demand of VRSF both
in domestic and export markets and expect
such demand to continue in the year 2008
as well. The sales volume in last five

years were as under:

(Unit : Metric ton)

Production 2007 2006 2005 2004 2003
VRSF Domestic Sales 45,369 41,051 37,233 42,228 32,963
VRSF Export Sales 48,170 39,786 41,092 36,902 40,373
Sodium Sulphate Sales 70,494 62,066 59,945 59,651 56,321

VRSF is a vital raw material for spinning
industry to make yarn, which is then used
in  weaving and knitting segments.
The knitting segment is more promising
and offers soft touch to human health.
VRSF is well suited for knitting application
due to its inherent strength of soft &

luster. Our by-product Anhydrous Sodium

Sulphate has wide applications in
detergents, glass, pulp & paper as well as

textile dyeing industry.

The Company exports 50% of its
production under the brand name “Birla
Cellulose” to many countries USA, Turkey,

Canada, South Korea, Philippines, Indonesia,

Pakistan, and Sri Lanka. Our product has
wide range from micro denier to coarser
denier (0.9 to 5.5) as well as catering to
customer

any cut length as per

requirement.
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usunsaulia:yanibuavnu
Wagl : AU / Unit : Million Baht
Ruawmulng
. Ruamu 78 wlde
To13EMgoN TusiAmu  Investment
% nsdetu  Affiliated sz Usziangsna Investment  Value Equity
% of Shareholding  Companies Country Type of Business Value at Cost Method
49.0% TPC e nARWe WA 64 1,107
Thailand Manufacture of Phosphates
40.0% ILT aulailde | wads “udeaiinilu 198 336
Indonesia Manufacture of Synthetic Yarn
30.0% TAF Ina uam “wlearsan 407 896
Thailand Manufacture of Acrylic Fibre
29.98% ABCT Ina uamlaan v, Svendisdu Tnnaudalws, 510 1,230
fnaalslaniu, Tnpan alnane e
Thailand Manufacture of Caustic Soda, Epoxy Resin, Sodium Sulphite,
Epichlorohydrin, Sodium Tri-Polyphosphate
30.0% BLPP n013ulg | WAsEensTAN 107 102
szasilme
szanTuain
Lao PDR Manufacture of Wood Pulp
24.98% TCB Ina HARELINNAN LazWAdlatn 236 1,742
Thailand Manufacture of Carbon Black & Energy generation from
Renewable Resources
$9NNUAINY / Total Investment 1,622 5,413
14.4% AFCO Gl uamL “wlenraan 267 n/a
Egypt Manufacture of Acrylic Fibre
19.5% BJF n819usy | eas wlaisueu 342 n/a
1lsegnTuaL
China Manufacture of Viscose Rayon Fibre
19.0% AVC UAUNAN HARIEaNTTANHINAAZ AN 81N I 204 n/a
Canada Manufacture of Rayon Grade Wood Pulp
19.0% AVN LLAKIAN Naﬂlﬁ'ﬂﬂi‘zm’]‘]ﬂ 129 n/a
Canada Manufacture of Wood Pulp
16.0% TEC* Ina NARBWANTLITU 10 n/a
Thailand Manufacture of Epoxy Resin
7.56% TS ne NanL ANl 42 n/a
Thailand Manufacture of Spun
99NNUAINY / Total Investment 994
* The Company sold its business to ABCT and is under liquidation.
ey IduneRanisliun 1t efmen wafan wnilda " Wszmelng) ain uay egszwinannsaanzibawdnianig
- n Thai Rayon Public Company Limited




[ASD $10s191duaLUSEN
REVENUE STRUCTURE OF AFFILIATED COMPANIES

9198l - 211U / Unit : Million Baht

2550/2007 2549/2006 2548/2005 2547/2004 2546/2003
NARATS / U3NNg AMIURY Fagar ANUIURK FREaY A1WINRYE FREAT ANUIURU FREAT ANUIURU Feuac
Products / Services Amount % Amount % Amount % Amount % Amount %
1 VWl fndisaen
Viscose Rayon Staple Fibre
- ganrnanie ludszme 3,185 38 2,571 42 2,352 38 2,517 16 1,829 38
Domestic Sales
- gapunaFnaLssina 3,784 45 2,515 41 2,668 43 2,261 41 2,253 47
Export Sales
2. indelmAendamn 269 3 230 4 241 4 198 4 194 4
Sodium Sulphate Sales
3. elAau 264 3 233 4 268 4 171 3 146 3
Other Income
4. quuihnlsanRuaau 947 11 619 10 718 11 364 7 381 8
Tuussmeau
Share of income from investments
in associated company
selfisn 8,449 100 6,168 100 6,247 100 5,511 100 4,803 100
Total Revenues
] T — L]
[asb sws1glquobusensay
REVENUE STRUCTURE OF ITS AFFILIATED COMPANIES
ydael : A1 / Unit : Million Baht
SRl UFLALTTUZIIAN 2550 2549
Company Name For the period ended on 2007 2006
1519 e nane wnuazafldouet andn TPC 30 N8 50 (9 LAew) 14 24
Thai Polyphosphate & Chemicals Co.,Ltd.* 30.09.07 (9 months)
139 W9 uls dwesi Windlng ILT 30 n.8. 50 (9 LAew) 1,322 1,140
PT. Indo Liberty Textiles 30.09.07 (9 months)
151 ne easan lwes ain TAF 30 N.81. 50 (9 LAaw) 5,497 5,605
Thai Acrylic Fibre Co.,Ltd. 30.09.07 (9 months)
1349 afngn wafan wilda ~ (Wsunelng) anin ABCT 30 n.8. 50 (9 Lhew) 6,266 5,431
Aditya Birla Chemicals (Thailand) Ltd. 30.09.07 (9 months)
139 awdnauede iwes andn AFCO 30 n.2. 50 (9 LAaY) 1,008 639
Alexandria Fiber Company S.AE. 30.09.07 (9 months)
134 el Pfuew wuda afdn (Wunw) TCB 30 N.8. 50 (9 Lew) 5,009 4,852
Thai Carbon Black Public Co.,Ltd. 30.09.07 (9 months)
131 187 11ad B9F AVC 30 n.€. 50 (12 1AaL) 3,571 3,284
AV Cell Inc. ) 30.09.07 (12 months)
139 LWefan a9 RANW LeUA WNAWMTY /a1 BLPP 30 N.¢. 50 (9 thaw) 3
Birla Lao Pulp & Plantations Co.,Ltd. 30.09.07 (9 months)
1349 wesan Aand iwef andn BJF 31 8.0. 49 (12 1Aa1) 299
Birla Jingwei Fibres Co.,Ltd. 31.12.06 (12 months)
131 197 LUAANAA B9 AUN 30 n.28. 50 (12 \A9w) 5,048
AV Nackawic Inc. 30.09.07 (12 months)
131 e anand waus saanus lsdn ~adnt* TEC 31 1.4, 50 (12 1) 31 16
Thai Epoxy & Allied Products Co.,Ltd.** 31.01.07 (12 months)
28,068 20,990

Note :

* The Company sold its business to ABCT. ** The Company sold its business to ABCT and is under liquidation.
wwneing ¢ U WaneRanisliun 1 efnen wedan wilda T Wsanelne) aaria
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CONNECTED TRANSACTIONS

1. Transactions with Related Companies

During 2007, there were number of business transactions between the Company and related companies. These transactions, mainly

the purchase and sale of products and services, were carried out according to market price or at a contractually agreed price. The

following details are of the business transactions & relationship.

Affiliated Company
/ Type of Business

Nature of Relationship

Revenue Transaction

Expense Transaction

BinALA Cnma_n:m

e

ARTTYs piaLh s

Thai Carbon Black

Public Co.,Ltd. (TCB)

- Manufacturer of Carbon
Black & energy generation
from renewable resources

- 24.98% Shareholding
- Common Directors

- Rent Income from Housing Colony:
Baht 3,240,000

- Recovery of Expenses: Baht 448,000

Rationale of Transaction:

- The Company rents out part of
housing, guesthouse and other
facilities in its colony to TCB for
housing its employees and guests.

- The recovery of expenses is on cost
basis.

- Purchase of Steam and Power: Baht
357,057,000

Rationale of Transaction:

- TCB produces steam and power as
part of its operations. The Company
purchases these critical utilities to the
extent of its requirement from TCB at
formula based market price.

THAI ACRYLIC FIDRE

Thai Acrylic Fibre Co.,Ltd.
(TAF)
- Manufacture of Acrylic Fibre

- 30% Shareholding
- Common Directors

- Sale of Sodium Sulphate: Baht 479,850
- Recovery of Expenses: Baht 5,000
Rationale of Transaction:

- The Company sells its by-product
Sodium Sulphate at market rate.

-Nil-

Rationale of Transaction:
-Nil-

Indo-Thai Synthetics Co.,Ltd.

(ITS)

- Manufacture of Spun
Yarns

- 7.56% Shareholding
- Common Directors

- Sale of Fibre: Baht 1,556,436,900
- Sale of Stores Material: Baht 2,330
- Recovery of Expenses: Baht 5,000
Rationale of Transaction:

- ITS is the biggest customer of the
Company. The fibre sold to ITS is at
international linked rate with certain
rebate provided for the large volume
being a strategic customer.

- Recovery of Expenses and Sale of
store material is on cost basis.

- Purchase of stores material: Baht 6,798

Rationale of Transaction:

- Purchase of store material at market
price.

AV Cell Inc. (AVC), Canada
- Manufacture of Dissolving
Grade Wood Pulp

- 19% Shareholding
- Shareholder’s Loan
- Common Directors

- Interest on Shareholder Loan: Baht
9,179,000
Rationale of Transaction:

- The Company has extended a long-
term shareholders loan to AVC on
which it receives a fixed interest
rate, comparable to the market rates.

- Purchase of Pulp: Baht 934,145,000

Rationale of Transaction:

- The Company has a long term buy
back agreement with AVC for
Dissolving Grade Wood Pulp, its
primary raw material, at market rate,
comparable to an independent
supplier.

———



4o -
TeUTE / Uszinngsna

ANBEUZAINN TNWUT

Anldans

a o A v
- 1310 Devju
inyFanaz 29.98

“aalmpandamm 1,122,000 U
- 9edainas 484,100 U

¥
o &

ndpaalanlw uazd Auuun
gendad 135,565,000 LY

¥

a 1 o = @ ! F 70 g o A v I e A o s IS
- {ngsunsdanniu - Genfiuanldaessndeiuauld - Avdnted agdnsadunun Tnf
UTEN aRRgn Wwadan 5,000 LM 581,000 UM
IS a < 1 Y1 ' o A k2
i~ (Wszmalng) - Genifiudnldanassndneiunuls
Arin (ABCT) 33,000 U™
- WARLAR AT AN NIR NHATENNNITNINENIE AN WG NWAUBINIIININENIT
- 13 ambendnsoriwaanls- - ABCT Wugn@ntaan s lug)
A a o | dl v
naslmRaNdamaluTAIRan Tutdszina uwaziilumilly a9
- awdhedaneslusamu amienaninTilluszmelng
- MmaBaniiue ldaasednaiy “WEUTRANALN AT Ui
Fnfivlugspnu I#dnaaann ABCT Tusiiieuiin
Ausmaana  aunisdntelaney
laldnanlesl Aaeau uasdfiendistu
anusuieadntios ullaw
$IAARA
o ‘i“ o s I8
-n3dnged pgUnsniuaun Tnd
duldmusninain
a o A 4 o/ 1= 1w Ai‘ & '3
- 134 Devju 13ty g - Adntelalnsailefeanlas

TP L

139 netlas8anTlas
[71m (TPL)
- uanlalasiaules

Saeaz 0.02
- JULFN MaFesay 14.7
- finsun99aNTY

panlas

. $18N199EUINAUBU ] UAILTHNY
AU U3mdanLarusEni i aadeaniy
v ¥
sausTauleUENITNINUATIANT a8
o d” NI ¥ v 1
wazdmapenidenld o aveyly
Nee Usznaaunistude 7
. AMNANTULAZAIN NLUE WA
YBIFILNITTENINNNU
FIUATTENT 1A U LA AT UTEUT 14
1569 U3mIanuaz LS aadea
duldmiunisanfiugsianindng
o . 2
wazAnd aulanianisAnlaasialy
o J. ¥
Wenlauwazsnarfvanisdeane vl
ANNIIAIAAIAUTDINANYATITN T3
= = v o .
sadFaumeuladusienisi

- Thai Rayon Public Company Limited

. L ¥
Anauiuyanraniauan viedieiu
nsliuFEng UTEndanuazUTENY
< 9 I ) 4
Weades  Taanisilgfiefuuay/mie
1 N o Y o c
nssunteng win aafuldfudlseTond
3.0 BldFunismsa auwas auniu
gen3ang eutitydudn

. HIATNITUTRTUABUNITAYNANNS

NN5IENIFTENTINNU

. vl

U3y L walinszguaniznssunig
UiERasuareyifsanis tad
AMMENIINNIIATIA auidnTansey
Waiansngualisanissend ey
Wulteeing e wna gRsssn wazil
wlunalunisninuasaiimune o

263,500 LN

AN I NHAYNNINIIENTT

- 1594 dpgalalasianefaanlas
AJ | dd‘ o ° o
gadly 1sweinaniy wiunsruau
nananann TPL dauflunilely a99e

Y a X

1aegnannelulsaina tnaaaly
29PN W19 AR LS

Tnanssunisffdl auld e arldd~ng
Tunseant aalusenig danane

. ulaungusauwulluunisnisianisg

52119 Ul UAUIAR
i

. %"]EN’]‘NFI'J’]&ILﬁuﬂmzﬂiiuﬂﬁiﬁ‘i')ﬂ

AUABIILNITILUINNY
-7 9188218 A TUII8ITUTDIAUZNITH
NNTATIR BL-



Affiliated Company Revenue Transaction

/ Type of Business

Nature of Relationship Expense Transaction

- 29.98% Shareholding
- Common Directors

- Purchase of Caustic Soda & Aux.
Material: Baht 135,565,000
- Purchase of Store Material: Baht
Aditya Birla Chemicals 581,000
(Thailand) Ltd. (ABCT) - Reimbursement of Expenses: Baht
- Manufacture of Chemical 33,000
products

- Sale of Sodium Sulphate: Baht
1,122,000

- Sale of Sulphur: Baht 484,000

- Recovery of Expense: Baht 5,000

Rationale of Transaction: Rationale of Transaction:

- The Company sells its by-product - ABCT is a principal manufacturer of

Sodium Sulphate at market rates. Caustic Soda in Thailand and one of
- The sale of Sulphur is at cost. the two domestic suppliers of this
- Recovery of expenses is on cost product. For this key raw material, the
basis. Company pays to ABCT a comparable
market price. The purchase of Sodium
Hypochlorite, Chlorine and Epoxy
Resins, in smaller quantities, is done
at market rates. The purchase of store

material is on market price.

- 0.02% (Common) -Nil-
Shareholding

- 14.7% (Preference)
Shareholding

- Purchase of Hydrogen Peroxide: Baht
263,500
Rationale of Transaction:

TP L

- The Company purchases Hydrogen
- Common Directors peroxide, a process chemical from
Thai Peroxide Co.,Ltd. (TPL)

- Manufacturer of Hydrogen

TPL, one of the two domestic
manufacturers, at negotiated rates.
Peroxide

2. Other transactions between the and to maximize benefits of all to approve such connected transaction.

Company with associated and related
companies including a price setting policy
and applicable interest rates are shown in
Notes to Financial Statement no. 7.

. Necessity and Rationality of
Connected Transactions

The connected transactions among the
Company’s associated and related
companies have to follow the normal
operations and general trade condition.
Conditions and prices are in line with
market price, which is comparable to

prices charged to other customers

stakeholders of the Company, associated
and related companies which have same
shareholders and directors and audited/

reviewed by the auditors

. Measures and Procedures for

Approval of Connected Transactions
The Company requests the Board of
Directors, with presence of the Audit
Committee to approve connected
transaction that is reasonable and fair for
all stakeholders, as well as has
appropriate pricing policy. The directors,

who have conflict of interest, cannot vote

. Policies or Outlook for Future

Connected Transactions

-None-

. Opinion Report of the Audit

Committee for Connected
Transactions
-Please refer the report of the Audit

Committee-

-
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Risk Factors and Risk Management

Risk Management

The Company carries number of risks, both
industrial and corporate-specific risks. The
Company pays utmost attention to various
risk factors associated with its business
operations and to achieve its corporate
goals. An audit committee also provides
advice to the management regarding
appropriateness and sufficiency of the

Company’s risk management policy.

Risk Factors

1. Risks relating to Financial

Management:

- Interest Rate and Foreign

Exchange Risk on Loans :
The Company does not have loan
obligations in foreign currencies and
therefore, is not exposed to either
exchange rate risk or interest rate
risk on foreign loans.

- Interest Rate and Credit Risk on
Short-term Investments : Interest
rate fluctuates from time to time
with international trends. The Company
has surplus cash position, which are
placed on short term deposits both in
Thai Baht and foreign currency,
particularly in US Dollars. The rate
variations impact the interest
income earned by the Company.
The Company makes every effort to
exercise significant prudence in
selecting healthy financial institutions
and fixing up credit exposure limit for
each institution at varying maturity
tenors but not over one year for such

investments.

- Exchange Rate Risk on Forex

flows : The Company exports about
50% of its production volume in
mainly US dollar currency. At the
same time, the key raw materials are
also imported, mainly in US Dollar
currency. The volume of exports and
imports  roughly balanced and
therefore, the Company uses natural
hedge by utilizing exports dollar
revenue to pay out for imports.
However, with increasing price trend
of imported raw materials and capital
goods, the Company does have net
short dollar exposure. In the event of
net short or long dollar exposure, the
Company normally follows the policy
of regular buying or selling of dollar
on spot except taking forward cover
for meeting the requirement for

capital goods imports.

2. Risks relating to Revenues and

Profits:

- Risk of fluctuation in Raw

Material Prices : The prices of the
three raw materials, pulp, caustic
soda and sulphur, are key drivers of
production costs, and each of these
products exhibits very volatile swings
in their prices, thereby influencing the
profitability significantly - both ways.
The ability to pass on the full impact
of the increased cost through higher
selling prices of rayon fibre is limited
by the textile market conditions and
competition from substitute fibres.
The Company follows a consistent
policy of buying the raw material on a
quarterly basis, and as far as possible,
selling the finished product on

quarterly basis.

- Risk from selling prices of

Substitute fibres : The viscose
fibre is substantially used as blend
with polyester or cotton fibre. The
price of cotton fibre is greatly
influenced by the bumper crop or
crop failure and particularly, Thailand
being a primarily cotton consuming
country; its impact is more visible.
Polyester fibre industry is characterized
by massive glut in production capacity
and also having oil based raw
material. Both these products exhibit
wild swings in their prices, which
influence the spinners to play with
the blending ratios of various fibres.
While viscose fibre has an identity of
its own, the fluctuations in price of
substitute fibres do have the
potential to exert significant pressure
on its price, if not significant shifts in
its demand pattern. This carries risks

as well as provides opportunities.

- Risk from Exchange Rate : The

Company always benefits from a
weaker Thai Baht exchange rate due
to higher volume of exports. This
increases the competitiveness of its
fibre as also the competitiveness of
its customers who process fibre for
export purposes. Since the sales
revenues are directly influenced by
exchange rate, while the costs are
only partly influenced by exchange
rate, the total revenues and profits
are affected adversely in a stronger
exchange rate situation. This is a

normal business risk.
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3. Risks relating to Marketing :

- Risk of Country Exposure

Turkey, Pakistan, Brazil, and Iran have
emerged as strong contenders in
textile trade after the abolition of
MFA quotas in 2005. Accordingly the
Company has increased its sales to
customers in these countries. The
Company has a policy to promote its
product to new countries to enlarge
its customer base. However, this
exposes to the political, and financial
risks faced by some countries from

time to time.

- Risk of Customer Exposure

The Company has 5 main local
customers. One of the customers is
a related company and buys more
than 20% of the Company’s
production on credit terms. However
this customer has wide international
clientele base and therefore, the
Company does not foresee any major
credit risk. The Company sales to
some export buyers in USA and
Canada, on credit through a trading
company in USA, which covers their
exposure under credit insurance
policy. Such exposure to one customer
is not over US$ 150,000. The
Company keeps a constant watch for

such credit sales.

- Risk of New Applications

Over the years, the Company has
increased its focus on the premium
and growing segment of non-woven
and other high-end knitting textile
segment. With commissioning of its
4t fine in April 2007, the Company
has further acquired the capability to
produce High Wet Modulus Fiber
(Modal) used for high-end cotton-
blended specialty woven applications.
Through sustained up-gradation of its

expertise and capability, the Company
is capable of handling the demanding
requirements of various segments.
However, as it addresses the higher
end of specialty products, there is an
exposure to quality related claims, in
the initial period of market
development, which is quite normal
in business. The Company has
obtained  expertise by hiring
experienced consultants in building
up necessary capabilities to minimize
this risk.

> Risk of Product Obsolesce

The Company keeps a track of new
product development in the cellulose
family through the R&D center of the
Group in India. The Company has
already identified “Birla Modal” as
product growth segment and is in
process to perfect this product on its
new production line no.4. The
Company does not foresee any
product obsolesce risk for its current

product range.

4. Risks from Operations :

- Risk related to Environment :

During the process of manufacturing
of viscose rayon staple fibre, various
liquid and air pollutants are
generated. The Company has made
substantial investments over the
years and is further investing to
strengthen its environment and
pollution control system. It presently
meets all the standards prescribed by
the Ministry of Industry. All the solid
wastes of the Company are properly
segregated and sent for disposal to
duly licensed agencies. The actual
levels are regularly monitored by the
Company and government agencies.

Any situation of improper treatment

carries environment risks. The
Company assigns highest priority to
remain well within the maximum
allowable limits. Last vyear, the
Company, at its own, carried out
Environment Impact Assessment
(EIA) study from an outside consultant
and based on the consultant’s report,
the required actions are being
attended to strengthen the system.
The Company has also obtained 1SO
14000 accreditation to have a proper
documented environment management
system and practices. Despite the
above, the Company perceives the
risk of any accidental disturbance to
environment to be medium to high.
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> Risk from Storage and Handling :

The Company and contractors
transport hazardous chemicals like
Caustic  Soda, Sulphur, Carbon
Disulphide and Sulphuric Acid are
stored at the Company’s premises.
The Company follows required
standards for their transportation or
storage. Though there has never
been any serious accident relating to
these products, the Company
perceives the risk of accidental or

miss-operation.

- Risk from Raw Material

Availability : Charcoal is the key
raw material in the manufacture of
Carbon Disulphide (CS,), a key
ingredient in the manufacture of
VRSF. Availability of Charcoal is
dwindling with declining wood
resources as well tighter Governmental
regulations. To mitigate its short
supply, the Company is setting up a
Natural gas based CS, production
facility at Saraburi with an investment
of Baht 656 Million to ensure steady
supply of CS,, which will enable the
Company to reduce the use of
charcoal, thereby helping indirectly to

the Company conducts mock drills,
emergency plan simulation etc. to
ensure highest standard of alertness.

- Project Risks : The Company is in

expansion phase to construct and
install production line no.5 at its
existing location in  Angthong
province and CS, manufacturing
facility at new location in Saraburi
province. These projects have a
considerable impact on existing
production facilities as well to the
project itself. Project risks may arise
in the form of faulty civil and
engineering design, poor quality of
material and workmanship, delay in
arrival of imported equipment and
market and logistics risks etc. Such
project risks may have a severe
impact not only on existing operations
but delay in project implementation
which may result into cost overrun,
delay in meeting the delivery
schedules to customers and investors.
To mitigate the materials loss from
construction, the Company has taken
Construction All Risk Insurance policy
(CAR) for both the projects.

- Global Economy :

Under post WTO
scenario, the
textile industry in
particular has been
facing a fierce
competition from
China, India,
Indonesia and
Pakistan.

countries, along with other group
companies. While the Company does
envisage the general business risks
to such investments, a regulatory
change in those countries may have
some impact on their financial
performance.

Under post
WTO scenario, the textile industry in
particular has been facing a fierce
competition from China, India,
Indonesia and Pakistan. Higher oil
price also poses challenge to control
the production costs including that of

. 5. External Risks :
the environment control system.

-> Risk  from

our raw materials. However, the

Manufacturing - Geo-political Risk The geo Company’s strong product quality

Operations : The Company has an
exhaustive preventive and predictive
maintenance system (TPM, Six
Sigma) to ensure good health of all
its manufacturing equipments. It also
has a regulated system of equipment
after designated life. The Company is
highly committed to safety. Besides
a very high level of safety
consciousness amongst all employees
and rigorous training and investment

in all the necessary safety equipment,

political events like terrorism cast
their  repercussions  worldwide,
increasing costs and risks of
business and impacting supply and
demand cycles.

= Risk from Regulatory changes

in countries where the Company
has investments : The Company
has made strategic investments
(backward and forward integration) by
subscribing in equity capital of

companies registered in  other

/brand and financial position should
continue to help during the period of

€economic recession.



AUSUIAsaUda DALUDDOLANS

PNFURATRLse “IANT898ANg (CSR) Dawu ' Aty lunisanfiugsiaresisum

uSthn Tne I1sgau 9Ina WKIsW da ARBATZHZIIAN 3 NAYTTEANIUN 1T THvina et jumnatingldedarialun Gy
DulunnIA IKaNUaDaANSIA:aS: KN Tasenisuazuuanelfimsne) far sieuliviudaainyuinuazanuviaglanes
fionow Wiluognds msfp: | LT derieluli

e . 1. NIYUANTINIU
Us: updw “uSolumisidodiiluflan :

_ e e N1IQUAGNAT
SISHDUDQUU usuno:1avuAIINSUY

@asoudawl ‘ouingagoonnug

2
3. naguagfniifendasly talelou
4. NIRUA IANUATTNTU

5

agIdui Bouanono:dKIMuMS

nogua”wIndex
$10waaauINUNILAISIDURADUAD
KSuWhiokunad nis Sona:Sny 1) Msguawiniu : winaeuindendanay wns uasiianaifhudleandw azvinli
n:nu“uuuTuf:'r‘ilujuuu‘luﬁuwTilﬁaau‘a\) wanlal ‘gnanliiduacneg  Aouftenalassaniinauasidusnnseguliifanga

o Ea - ANAR §9 994 dadunmyuananiazinll  aonuianalasesgnin waziumunng
nnu1e  Avlus:duus:inAna:s:au L ) Q IR 5
e L A Fareasn wguantnaulaanisdalant Tunist T Freineenis e
uWBIa nidu vNUULINIBUNU o o eda 2 0y a oy 5 o o oo
wazuyme WAUENA  waznszuliinanisGauiuazilsrgndld aanaau uiuh
3nilse “san 91asdanudedulunisuanilasuadiusesnisiaiuasiu uay

e Temisan iU eI nsina 1A S LT Em

2) MsquaanAl : nstaelignAndse uaN MiSalugsiafiuauAIANE AN
WﬂlﬂLLﬂW\’l’]ﬂJﬁ‘ﬂﬁuﬂm@“ﬂﬁﬁ Aa NEYLA AN MiFaneaen 1L wentadensinge
ﬁ@:sﬁwlﬁ’gﬂﬁﬁﬁwﬁwﬂl, e lpensi uenARSTLaznsLENsTivaTNMANY
Eﬂ%\iﬁﬂ%mmimm‘ﬁmmﬂmm Wy yugnAludAuse ﬁ@ﬂé’ﬂmwmmmi

UAT WITOLRWIZATU

- Thai Rayon Public Company Limited



Corporate Social Responsibility

Thai Rayon Public Company
Limited is a firm believer in its
core values and recognizes that,
in order to succeed in today’s
competitive business world, the
company must fulfill its multiple
responsibilities toward the
variety of stakeholders.

The Company believes that,
hesides producing solid financial
benefits to its shareholders, it
should maintain the dynamic
relationship with its stakeholders,
both local and global.

[ pswow |
r;emumﬂaﬂmua‘ﬁom ‘

88 (Wi 2850 !

Corporate Social Responsibility (CSR) is a key component of the Company’s business

strategy. Throughout 3 decades of its history, the Company has worked diligently in
implementing programs and practices that reflect our commitment and care to the following
areas:

1. Care of Employees

2. Care of Customers

3. Care of Related Parties in Supply Chain
4. Care of Society and Community
5

. Care of Environment

1) Care of Employees : Our talented, entrepreneurial and caring employees provide care to
our customers. Employee satisfaction triggers their creative energies, which is the key to our
customers’ satisfaction, the origin of our success. We care for our employees by allowing
them to enhance their social competencies and interpersonal skills and by encouraging their
willingness to learn and adapt to change. Matching our relationship to the society, we are
convinced of a mutual and fruitful exchange of needs and benefits between our employees

and our company.

2) Care of Customers : Helping our customers to be successful in their businesses by
exceeding their expectations Customer satisfaction and customer loyalty is the key to our
success. We offer solutions that keep our customers one-step ahead, because we offer
variety of products & services. Our expertise supports our customers in fields where they

may lack certain knowledge and competencies.

Thai Rayon Public Company Limited -
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3) Care of Related Parties in Supply Chain :
We always continually search for opportunities
to gain operational efficiencies that will
increase productivity, reduce costs, and
ensure quality from suppliers and service
providers. Regardless of where or with whom
we do business, the company requires that
all of our suppliers meet high standards for
ethical purchasing and environmental practices.
The global network of material suppliers and
service providers enable us to deliver world-
class products to our customers.

4) Care of Society and Community : We
consider ourselves an integrated part of
society, which rewards us with respectable
returns on our investment. Our knowledgeable

solutions and beneficial actions to contribute

s AU NG

titude T

to community welfare & development help
create value for the society at large. Considering
our plant location in Angthong, our focus is in
areas of supply of potable water, education
materials, care to the elderly people, orphan-
age, schools and temples etc. in nearby
villages and provincial communities, who
greatly contribute to the health of the nation.
We want to see them develop along with

the cities and become self-dependent.

5) Care of Environment : The mission to
contribute to the environment protection has
always been company's priority apart from
commercial goal and follow good corporate
governance practices. Work safety and
environment protection are of our great con-

cern. A wide range of activities and new

technologies are continuously adopted to treat
the effluent water discharge & emission of

gases meeting the governmental regulations.

Thai Rayon Public Company Limited -
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MANAGEMENT STRUCTURE

The Company’s management as of 30 September 2007 comprises of Board of Directors,

Audit Committee and Management Team.

Board of Directors comprises of the following person :

1. Mr. KM. Birla Chairman
. Mrs. Rajshree Birla Director
. Mrs. Neerja Birla Director

. Mr. S.S. Mahansaria
. Mr. Vinai Sachdev

2

3

4 Independent Director & Chairman of the Audit Committee
5

6. Mr. Amolat Thakral

7

8

9

Independent Director & Member of the Audit Committee
Director

. Mrs. Rachani Kajiji Director
. Mr. Ramakant Rathi Independent Director & Member of the Audit Committee
. Mr. Shailendra Kumar Jain Director

10.Mr. P.M. Bajaj Director

Note : - Mrs. Mayuree Na Rangsilpa is the company secretary

Authorized Directors

Any two authorized directors of the Company sign jointly affixed with the Company’s seal.

Duties and Responsibilities of the Board of Directors

1. To perform duties compliance with the law, Objective, Articles of Association and
resolutions of the Shareholders’ Meeting.

2. To be responsible for setting up the Company’s policy and direction and monitoring /
supervising the efficient implementation of the policy/objectives by the management.

3. To be responsible for appointing the Audit Committee.

4. To convene meeting of shareholders and Directors from time to time.

Audit Committee consists of :
1. Mr. S.S.Mahansaria

2. Mr. Vinai Sachdev

3. Mr. Ramakant Rathi

Chairman of the Audit Committee
Member of the Audit Committee

Member of the Audit Committee

The Sharehoder meeting approved the appointment of the Audit Committee on 30 January

2006 for a fresh term of three years.

Duties and Responsibilities of the

Audit Committee

1.

Review the financial reports of the
Company to ensure its accuracy, sufficient,
reliable and adequate disclosure.

Review the internal control systems and
the internal audit function of the
Company to ensure appropriateness and
effectiveness.

Review the practices and processes of
the Company to ensure the compliance
with the Securities Exchange regulations
and other relevant laws.

Propose the appointments of the
Company’s auditors and their remuneration,
by taking into account the credibility and
experiences of the auditor.

Determine proper and complete disclosure
of information of the Company in case of
connected transaction that may have
conflicts of interest.

Produce an audit committee report, signed
by the Chairman of the Audit Committee,
and to be disclosed in the Company’s
annual report.

Report an audit committee performance
statement to the Company’s Board of
Directors every quarter and at least 4 times
a year.

Perform other duties as assigned by the
Board of Directors and agreed upon by
the Audit Committee. The Audit Committee
is empowered to order the Company’s
management, unit heads, or any relevant
employee to give opinion, attend meetings,
or hand over documents deemed relevant

and necessary.
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Management Team comprises of the following persons.

1.

© N o o ~ w N

Mr. P.M. Bajaj President

Mr. Vijesh Kapoor Joint President

Mr. N.K. Jain Vice President (Production)

Mr. Sanjay Kumar Verma Vice President (Marketing)

Mr. Sanjeev Kumar Kaul Assistant Vice President (Engineering)

Mr. Ram Gopal Agrawal Assistant Vice President (Process & Development)
Mr. Mukesh Chandra Jain Assistant Vice President (Commercial)

Mr. Pramote Pattanamongkol General Manager (HR & Administration)

Duties and Responsibilities of the President

The President reports to the Board of Directors of the Company and has the authority and

responsibility as stated below.

1.

Perform the duty that complied with laws, objectives regulations of the Company, policy

and assignment of the Board of Directors.

. Designate strategy and prepare the annual business operation and budget plan for the

Board of Directors’ consideration and approval in appropriate time frame.

. Improve and revamp organization structure and plan concerning human resources

management to be in line with the business operation and budget plan. Propose the plan

for consideration and approval from the Board of Directors of the Company.

. Process the Company’s operations under the designate business and budget plan and

achieve the target set by the Board of Directors.

. Perform other duties as assigned by the Board of Directors.

Definition of “Independent Director”

The Board of Directors has determined the definition of “Independence Director” in

accordance with the regulations of the SEC and the SET as follow:

1.

Holding shares not more than 0.5 percent of paid-up capital of the Company, affiliated
company, associated company or related company, which shall be inclusive of the shares
held by related persons.

Being a director, who does not take part in the management of the Company, affiliated
company, associated company or related company or majority shareholder of the Company.
Not being an employee, staff member or advisor, who receives a regular salary from the
Company, affiliated company, associated company or related company or majority
shareholder of the Company.

Being a director, who has no direct or indirect benefit or interest in finance and management
of the Company, affiliated company, associated company or majority shareholder of

the Company.

5. Being a director, who has no benefit or
interest of the same nature during the
period of 1-year before his appointment
as a member if the Board of Directors
except where the Board of Directors has
carefully considered that such previous
benefit or interest does not affect the
performance of duties and the giving of
independent opinions.

6. Being a director, who is not a related
person or close relative of any management
member or majority shareholder of the
Company.

7. Being a director, whom is not appointed
as a representative to safeguard interests
of the Company’s directors, majority
shareholders or shareholders who are
related to the Company’s majority
shareholders.

8. Being capable of performing duties, giving
opinions or reporting the results of
performance of work according to the
duties delegated by the Board of Directors
free and clear of the control of the
management or the majority shareholders
of the Company including related persons

or close relatives of the said persons.

Appointment of Directors

The Company has not set up a nominating
committee to select person to be the
Company’s directors. The selection of
directors is based on qualification, experience,
vision and creditability. It is also ruled that in
each annual general shareholders’ meeting,
a third of the directors must be replaced by
one, which are elected by shareholders’

meeting on the following procedures.
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1. One shareholder shall have one vote for
each share.

2. Each shareholder shall exercise all the
votes he has under (1) above, to appoint
the nominated persons to be Directors on
a person-by-person basis, provided that he
cannot divide his votes to any person to
any extent.

3. Person receiving the highest votes is
elected to be Director first, followed by
second highest, and so on, till all the
vacancies are filled. If there is a tie for the
last vacancy and if this exceeds the said
number of Directors, the presiding Chairman

shall have an additional casting vote.

In case of vacancy due to the other cases
besides automatic term expiration, unless the
term less than 2 months, the Board of
Directors is subject to select qualified person
without any nature against laws governing
public companies in the next Board meeting.
Successful candidates must receive at least
three quarters of votes from the existing
members of the Board of Directors. The
replacement director ends on the same date

as the outgoing one.

Remuneration

1. Remuneration in cash of Board members
for the year 2007 by way of meeting
allowance, pension, etc., was Baht 7,878,339

(2006 : Baht 5,667,342) as per below details.

Details of Remuneration 2007 (Baht) 2006 (Baht)

1. Meeting Allowance to the BOD 545,000 750,000

2. Meeting Allowance to the Audit Committee 70,000 70,000

3. Chairman Remuneration 3,618,185 1,000,000

4. Pension to Executive Director & 3,745,154 3,847,342
reimbursement of expenses

Total Remuneration 7,878,339 5,667,342

The Directors remuneration is appropriate to their position and responsibilities and has

been approved in shareholders meeting.

2. Remuneration in cash for the Company’s management is as follows.

2007 2006
No. of Management 11 11
Salaries (Baht) 31,309,256 31,245,810
Bonus (Baht) 1,492,265 1,434,626
Total 32,801,521 32,680,436

Shareholding Report of Directors and Management as of 30 September 2007

Name

No. of common shares

2007

2006 Increase/decrease

Mr. K.M. Birla

Mrs. Rajshree Birla

Mrs. Neerja Birla

Mr. S.S.Mahansaria

Mr. Vinai Sachdev

Mr. Amolat Thakral

Mrs. Rachani Kajiji

Mr. Ramakant Rathi

Mr. Shailendra Kumar Jain
0. Mr. P.M. Bajaj

11. Mr. Vijesh Kapoor

12. Mr. N.K. Jain

13. Mr. Sanjay Kumar Verma

= © ®© N o o b~ w N =
= = =

=

14. Mr. Sanjeev Kumar Kaul
15. Mr. Ram Gopal Agrawal
16. Mr. Mukesh Chandra Jain

17. Mr. Pramote Pattanamongkol

2,050
502,150
4,671,690

2,050 -
502,150 -

4,671,690 -

Note: The number of shares shown above included the shares held by spouse and minor children.

Thai Rayon Public Company Limited EI -
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UiFALNTNN
49



BOARD OF DIRECTORS AND MANAGEMENT TEAM

Name & Position Age Education Experience
(years) Position Company
1. Mr. K.M. Birla 40 F.C.A, M.B.A. Director Indo-Thai Synthetics Co.,Ltd.
- Chairman of the Board (Institute of Chartered Director Thai Carbon Black Public Co.,Ltd.
of Director Accountants of India / Director Thai Acrylic Fibre Co.,Ltd.
London Business School) Director Thai Peroxide Co.,Ltd.
Director Thai Polyphosphate & Chemicals Co.,Ltd.
Director Aditya Birla Chemicals (Thailand) Ltd.
2. Mrs. Rajashree Birla 62 Bachelor of Arts Director Indo-Thai Synthetics Co.,Ltd.
- Director (Chennai University, India) Director Thai Carbon Black Public Co.,Ltd.
Director Thai Acrylic Fibre Co.,Ltd.
Director Thai Peroxide Co.,Ltd.
Director Thai Polyphosphate & Chemicals Co.,Ltd.
Director Aditya Birla Chemicals (Thailand) Ltd.
3. Mrs. Neerja Birla 36 Commerce (College in India) Director Indo-Thai Synthetics Co.,Ltd.
- Director Director Aditya Birla Chemicals (Thailand) Ltd.
4. Mr. S.S. Mahansaria 72 B.Com., F.C.A. Director Thai Carbon Black Public Co.,Ltd.
- Independent Director (Institute of Chartered Director Thai Peroxide Co.,Ltd. §
- Chairman of Audit Accountants of India) Director Thai Acrylic Fibre Co.,Ltd. §
Committee Director Indo-Thai Synthetics Co.,Ltd. é
Director Thai Polyphosphate & Chemicals Co.,Ltd. E
L
5. Mr. Vinai Sachdev 72 Senior Cambridge Director Indo-Thai Synthetics Co.,Ltd. g
- Independent Director Director Certification E
- Audit Committee Program (DCP #21/2002), 10D §
Member
6. Mr. Amolat Thakral 47 High School Director A.G. Union Ltd.
- Director Director Accreditation Director Thakral Co.,Ltd.
Program (DAP), 10D Director T. Rayon Trading Co.,Ltd.
7. Mrs. Rachani Kajiji 66 Business Administration Managing Director ~ Thevaraya Company
- Director (York College, Nebraska, U.S.A.) Managing Director ~ Kores Thailand Limited
Director Certification Program Managing Director  Krungthep General Marketing Co.,Ltd.
(DCP #21/2002), 10D Managing Director ~ Banglaine Farming Co.,Ltd.
Director Maskati Foundation
8. Mr. Ramakant Rathi 66 Advanced Accountancy, Director Thai Carbon Black Public Co.,Ltd.
- Independent Director Economics & Law (University of
- Audit Committee Member Bombay & European University)
9. Mr. Shailendra Kumar Jain 64 B.Sc. - Vikram University - India President Grasim Industries Ltd., Birlagram, Nagda
- Director B.E. (Hons) University of Director Grasim Bhiwani Textiles Ltd.

Bombay-India
SM. (M.IT) US.A.

Business Head
Commissioner
Director
Director
Director
Director
Director

Pulp & Fibre Business of Aditya Birla Group
PT Indo Bharat Rayon, Indonesia

AV Cell Inc., Canada

AV Nackawic Inc., Canada

Birla Jingwei Fibers Co., Ltd., China ROP

Birla Lao Pulp & Plantations Co.,Ltd., Lao PDR
Multifibre & Yarns (USA) Inc., USA

Thai Rayon Public Company Limited -
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Name & Position Age Education Experience
(years) Position Company
10. Mr. P.M. Bajaj 58 B.Com., (University of Rajasthan) Director AV Cell Inc., Canada
- Director F.C.A. (Institute of Chartered Director AV Nackawic Inc., Canada
- President Accountants of India) Director Birla Jingwei Fibers Co., Ltd., China ROP
Director Certification Program Director Birla Lao Pulp & Plantations Co., Ltd., Lao PDR
(DCP #34/2003), 10D Director Multifibre & Yarns (USA) Inc., USA
11. Mr. Vijesh Kapoor 58 B.E. (Chem), AMIE (Mech.) Process Engineer  Grasim Industries Co.,Ltd., India
- Joint President (I1.T. Delhi)
12. Mr. N.K. Jain 57 B.E. (Chem.), M.E. Superintendent - Grasim Industries Co.,Ltd., India
- Vice President (Inds. Prod.) (Govt. College Spg. &Aft
(Production) of Engg. & Tech Raipur, M.P.,
B.I.T.S., Pilani)
13. Mr. Sanjay Kumar Verma 42 B.Tech. (Textiles) General Manager ~ PT. Polysindo Eka Perkasa, Indonesia
- Vice President M.B.A. (Marketing & Finance), (Export)
(Marketing) TIT., LM.S.
14. Mr. Sanjeev Kumar Kaul 50 B.E. (Mech.), S.G.S.I.TS. Indore | Sectional Engineer  Grasim Industries Co.,Ltd., India
- Asst. Vice President
(Engineering)
15. Mr. Ram Gopal Agrawal 52 B.E. (Chem.), M.Tech. Sectional Engineer  Grasim Industries Co.,Ltd., India
- Asst. Vice President (II.T. Kanpur, India)
(Process&Development)
16. Mr. Mukesh Chandra Jain 43 M.B.A (U21 Global University) Account & Finance Indian Rayon & Industries Ltd., India
- Asst. Vice President Singapore Manager
(Commercial) B.Com., (Karnataka University)
F.C.A. (Institute of Chartered
Accountants of India)
F.C.S. (Institute of Company
Secretaries of India)
17. Mr. Pramote Pattanamongkol 53 B.A. (Political Science) General Manager  Katolec (Thailand) Co.,Ltd.
- General Manager MPA (Master of Public
(Administration) Administration)
18. Mrs. Mayuree Na 42 B.BA (General Management Manager Thai Rayon Public Company Limited

Rangsilpa
- Company Secretary

& Accounting)
M.B.A
CSP # 2/2002 - 10D

(Finance Department)

Thai Rayon Public Company Limited -
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CORPORATE GOVERNANCE

1) Corporate Governance Policy
The Board of Directors is aware of the
significance of good corporate governance and
has constantly striven to ensure efficiency,
effectiveness and transparency in its business
operations to build up the confidence and
acceptance of its shareholders, employees
and general public. This will bring progress
and stability to the Company and benefit the
shareholders, stakeholders and society as well
as contributing to the advancement of the
employees. The Board of Directors is
committed to implement the Company’s
corporate governance in accordance with the
principles and good practice for listed
company of the SET. To achieve the goal,
the Board of Directors has set the corporate
governance policy for the following principles.
1. To define the corporate management
structure to ensure that the Board of
Directors and management team has
a valid role and clearly defined duties
and responsibilities
2. To assess and control all financial
reports to ensure that all given
information truly reflects the Company’s
performance; to deploy preventative
measures and risk manageability to a
prescribed extent
3. To deal with issues concerning
conflicts of interest with caution and
reason, based on the best corporate
interest with transparent execution
4. To conduct disclosure of the Company’s
information accuracy, completeness
and transparency
5. To respect the rights of ownership of
the shareholders by treating each and

everyone of them equally

6. To set up Code of Conduct Ethics for
the Board of Directors, Management
and employees to strictly follow the
guidelines

7. Long-term value creation for

stakeholders

The Company has set up a team of Board
members and Management to professionally
run the Company. The Board of Directors, in
their supervisory role, ensures that the
Company’s business is conducted in a
transparent manner, subject to auditing and
fair to all parties concerned. The Board also
ensures that the results of the operations are
monitored closely and necessary follow-up
of results, corrections and adjustments are
made for the long term sustainable and

profitable operations of the Company.

2) Shareholders : Rights and Equality

Treatment

The Company’s corporate governance
policy states clearly that the Board of
Directors give top priority to the rights and
equality of shareholders. The Company’s
shareholders equally enjoy their basic rights:
namely, the rights to receive share certificate
and transfer shares and the right to access
adequate and complete information in a timely
manner for decision-making purpose. In
addition, the Board of Directors also insists
that shareholders have a right to attend and
vote at a shareholders’ meeting, to amend
the Company’s major policies and that they
are entitled to elect and remove directors,
approve the auditor’s appointment and their

fees.

The Board of Directors also facilitates
shareholders attending the shareholders’
meeting by sending adequate information in
time for the meeting, urging shareholders to
attend the meeting and exercise their rights
or appointing a person or any independent
director to vote on his/her behalf as a proxy if
one can’t attend the meeting. In addition,
shareholders are allowed to express their
viewpoints, request explanation or ask

guestion in the meeting.

3) Rights of all Stakeholders

The Company is eager to treat all
stakeholders fairly. The Company’s policy to
stakeholder has been part of its corporate
governance policy where it promotes
collaboration between itself & stakeholders
as well as other relevant parties such as staff,
customers, suppliers, creditors, government
agencies, communities where the Company
is located and the society in general. The
Company’s Code of Conduct also describes
best practices for director, management and
staff to perform while working where they
are based on the principles of fairness and
balanced cooperation. These practices cover
major topics such as conflicts of interest,
responsibility to shareholders and policy and
treatment of staff, customers, suppliers,
creditors and the society. Directors, management
and staff are to learn, understand and
comply with these practice guidelines on a
strict basis to ensure that all stakeholders

are fairly protected and treated.
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In addition, the Company also reports the
information of its operations and performances
to stakeholders and those entitled to know in
its annual report. The communication
channel has been set up for stakeholders and
relevant parties to voice their opinions and
file grievance in case the Company unfairly
treats them, which is summarized as follows.
Shareholders : The Company is committed

to being a good represen-
tative of all shareholders
in operating the business
with transparency, taking
into long-term growth &
appreciation in share value
and decent returns.
Employees : The Company considers
its employees a key
success factor and
supports their professional
development, attends to
the quality of the work
place and provides fair
and proper compensation.
Suppliers/ . The Company builds good
Creditors relationships for mutual
benefit and strictly observes
contractual agreements
made with suppliers &
honors all its obligations
towards creditors.
Customers  : The Company is committed
to satisfying its customers
and the public through its
products and services, as
well as providing confidence
in its quality at suitable &

affordable prices.

Communities : The Company understand
and gives top-most priority
to people’s safety, the
environment and the
quality of life. The Company
takes active interest in
social development activities
and maintains relationship
with nearby community
while strictly observing the

spirit of laws and regulations.

4) shareholders’ Meeting

The Company held one annual general
meeting of the shareholders on 30 January
2007. The Board of Directors has a policy to
urge shareholders to participate in
decision-making process while receiving
complete and adequate information in a timely
to make such a decision. The notice of the
meeting along with supporting documents has
been sent out to shareholders 14 business
days prior to the meeting date. The Board of
Directors and President of the Company
attended the meeting. Chairman of the
meeting allows all shareholders to equally
inquire about the Company’s operations and
appoint a proxy to exercise their votes. The
Board of Directors also supports shareholders
to express opinions and provides them an
opportunity to seek explanations regarding its
operations. In addition, The Board of
Directors also posts its minutes of meeting
in the Company’s website within 14 days
from the meeting date for shareholders to
review without having to wait until the next

meeting.

5) Leadership and Vision

The Board of Directors consists of
knowledgeable, capable and experienced
professionals from diverse related fields,
which enables the Company to perform
efficiently. Based on integrity, business
ethics & compliance with Directors’ code of
conduct. The Board of Directors exercise its
power over business operation under laws,
regulations and resolutions of shareholders’
meetings. It also ensures strict Management
performance under the Company’s objectives
and guidelines for the maximum benefit to
shareholders.

The Board of Directors defines the
Company’s vision, annual reviews and
approves directions, strategies, policies
together with financial and operating
objectives for the Management’s application
in their respective preparation of business as
well as other plans and budgets and follows
up on the Management’s implementation of

operating plans.

6) Conflicts of Interest

Under the Board of Directors’ policy on
conflicts of interest, business decisions made
by the Management and employees must be
only for the Company’s best interests. They
must avoid financial or other relationships with
external parties that would result in financial
losses for the Company or a conflict in
loyalty of interest and must not compromise
the efficiency of business operation. Those
with interests of related businesses to a
matter requiring the Company’s review and
decisions must report their relationship and

must not be involved in such decisions,
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including the approval of such transactions
under the disclosed information relating to a
possible conflict of interest with the
Company.

At each Board meeting, the Chairman
reminds the Directors of this policy, asks them
to declare a possible conflict of interest on
any agenda item(s) relating to them, and asks
them to refrain from expressing opinions or
voting on such agenda item(s).

The Audit Committee regularly presents
to the Board its report on connected transac-
tions and conflicts of interest, which are
carefully prepared in line with the regulations
of the SET and to be disclosed in the annual
report and form 56-1.

The Company’s Board of Directors,
Management, including their spouses and
children under legal age, must report any
changes in their Company share ownership
to the SEC. To prevent abuse of inside
information, the Management that is aware
of the Company’s inside information may not
disclose such information to outsider or
unrelated persons, and may not buy or sell
TR shares within 30 days ahead of the public

dissemination of its financial statements.

7) Business Ethics

The Company has adopted a written code
of business ethics as a guide to its
administration and operation of Management
and the key employees. The Company’s
business ethics “Values we value”, are
popularly known in the Company, which are
built on the principles of Integrity,
Commitment, Passion, Seamlessness

and Speed. A booklet was circulated to

each and every employee and workshops
were conducted to ensure greater awareness

and adherence to the Company values.

8) Balance of Power for Non-Executive

Directors

The Board of Directors makes sure that
the numbers of directors are suitable to the
size of the Company’s operation. At present,
the Board of Directors has 10 members,
comprises of 9 non-executives directors and
1 executive director. The Board consists of 3
independent directors who are also members

of the Audit Committee.

9) Combining or Segregating Authority
The Chairman of the Board of Directors is
different person from the President of the
Company. The Chairman is not in any way
related to the Management. His authority is
clearly separated roles, power and duties for
a better balance between the Management

and the corporate governance.

10)Remunerations of Directors and

Management

The remuneration of board members is
appropriate, transparent and in accordance
with the Company Articles of Association and
subject to the approval of the meeting of
shareholders.

The Company has fully set out the
remunerations of the Board of Directors, the
Audit Committee and Management, appropriate
to their position and responsibilities. The
remunerations of Directors and Management
are shown in annual report under the title of

“Remuneration” Page 35.

11) Board of Directors’ Meeting

The Board of Directors’ Meeting convenes
once in 3 months. An additional meeting may
be held if necessary. There are clear meeting
agendas, both for acknowledgement and for
consideration at each meeting. In addition,
the meeting also has completed and adequate
supporting documents which is sent to the
Board of Directors as least 7 days in advance
so that the Board had enough time to study
it before attending the meeting. Each meet-
ing will last approximately 2-3 hours. In the
meeting, all directors were able to voice their
opinions openly where Chairman of the
meeting summarized comments and opinions
from the meeting. In case a director has a
material interest in an issue considered by
the Board at the moment, he/she must leave
the meeting when the matter was
considered.

A minute of meeting is made in writing
and, after approved by the subsequent
meeting, is certified by the Chairman of the
meeting. The company secretary keeps the
relevant papers and minutes of these
meetings and is made available to the
relevant parties for inspection.

In year 2007, the Board of Directors
convened 4 meetings. Records of meeting
attendance of individual directors are as

follows.
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Name Position Meeting Attendance
Ordinary  Special Total
Agenda  Agenda
1. Mr. KM. Birla Chairman - - 0/4
2. Mrs. Rajshree Birla Director - - 0/4
3. Mrs. Neerja Birla Director - - 0/4
4. Mr. S.S.Mahansaria Independent Director 4 - 4/4
5. Mr. Vinai Sachdev Independent Director 4 - 4/4
6. Mr. Amolat Thakral Director 4 - 4/4
7. Mrs. Rachani Kajiji Director 4 - 4/4
8. Mr. Ramakant Rathi Independent Director 1 - 1/4
9. Mr. Shailendra Kumar Jain Director - - 0/4
10.Mr. P.M. Bajaj Director & President 4 - 4/4

12) Sub-Committees

The Audit Committee consists of 3 independent directors with tenure of three years.
The responsibility is for reviewing the Company’s financial statements, checking the internal
control system, the risk management system and the Company’s legal compliance and
selecting and appointment the auditors and proposing auditing fee, reviewing the Company’s
disclosure of information to ensure accuracy and transparency in case there is any connected
transaction or conflicts of interest.

In 2007, the Audit Committees met four times. All the local members attended the entire

meeting.

13) Internal Control and Auditing

The Company places utmost importance on the system of control for optimal performance
and transparency of operations, to reduce risk and to prevent or reduce loss that may occur
in its operations. This is achieved by setting up working rules, authority and delegation
guidelines, ISO work and quality procedures and monthly compliance with day-to-day
monitoring by top management with reports to the Audit Committee members for their
review in meetings. The above framework helps to achieve independent controls and ensure
that the main operations and important financial activities of the Company are conducted

according to the rules and regulations set forth.

14) Board of Directors’ Report
The Board of Directors is responsible for the Company’s financial statements in annual
report. The financial statements have been prepared under the GAAP in Thailand where an

appropriate accounting policy has been selected and implemented on a consistent basis.

In addition, the Board has also entrusted
the Audit Committee to monitor the quality
of the Company’s financial statements and
its internal system. The opinion of the Audit
Committee in the matter has already been
stated in the Report of the Audit Committee
also published in this annual report.

The Board of Directors is of the opinion
that the financial statements of the Company
as of 30 September 2007 are correct,

complete and reliable.

15) Investor Relations

The Board of Directors makes sure that
both financial and non-financial information
relating to the Company’s business and
performance is disclosed in a complete,
adequate and regular manner. In addition, the
information must reflect the Company’s
actual performance and its true financial
status as well as its business future while
strictly complying with the laws, rules and
regulations relating to the information
disclosure of both the SEC and the SET.

Apart from the disclosing information as
required by the SET and the SEC, the
Company has assigned the company
secretary to liaise and serve to answer
inquiries from shareholders and investors. For
more information, corporate secretary can be
contacted at Tel. 0-2253-6745 (ext. 2250) or
send e-mail to mayuree.r@adityabirla.com and/

or suwanna.c@adityabirla.com
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INTERNAL CONTROL

The Board of Directors Meeting held on
30 November 2007 reviewed the Audit
Committee report on adequacy of the
internal control system in place. The Audit
Committee considered internal control
management within the organization on
various aspects and continuously followed up
situations both inside and outside the
organization to have an appropriate and
sufficient internal control system. It has also
improved the work system to maintain
appropriate coordination and consistency.
The internal control system is classified into
various fields as follows:

- Organization and Environment :
The Company has set up an
appropriate  organization structure,
duties, and job responsibilities,
operation schedule, approval process
and definite lines of authority. Such basic
structures enhances the good internal
control system.

- Risk Management : The Company

manages its various risks as

appropriate and in accordance with its
kind by assessing internal and
external factors and accordiugly
develops safeguard measures and
manages them to the level acceptable
to the organization and important to
the Company’s business objectives.

Executives’ Operation Control :
The Company clearly sets out the
scope of authority and duties of Board
of Directors including powers to
operate the business and approve
matters requiring its consent, promoting
on transparency, safeguarding the
shareholders’ interest and prevention
of conflict of interest from occurrence.
Information Technology and
Communication System :

The Company operates itself with
modern information technology and
maintains and updated inter and intra
organization communication systems.
It continuously develops the information

technology to support the organization’s

flexibility, enhance the work system
capability and to respond to the
Company’s visible growth.

- Monitoring System : The Company
has monitoring system, systems of
data analysis, processing and evaluation
to support the effective business
administration. The Executives focus
on day-today management, procedures,
systems and compliances to monitor
operations in line with the Company’s

vision, mission and objectives.

The Board of Directors regularly review
the internal control system of the Company
and are of the opinion that the Company has
been managing itself with the good internal
control system, which is adequate and
reliable and is able to control & mitigate the
business risks associated with the running of
normal business operations of the organization.
Its internal audit and auditors are knowledgeable
and competent to fully and effectively

examine the work system.

Thai Rayon Public Company Limited -

©
2
]
=
=)
o
©
=
=
8
=




%e‘B'

respﬁm“f% he-integrity

and objectivity.of the finé_hCial

~Bublic Co’, Ltd. in'f
reasonable assurance

the financial statements

present fairly financial position.



S19DIUAD IWSUWAAUYIDAN:NSSUNISDSIYDIUNIDNISIDU
REPORT OF THE BOARD OF DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL STATEMENTS

ATMENTINNITTURATAUARINUNIUNINNITINUTDILTEN
Ineissew 0 G AsmnduitesiAnanufiladnldy as
Fueneldy melduazAlddny uaznszn {u psauRiLTluasg
uaz wwg wna lnedaldinnsTuiindeyaneiydiignies
prudauieameisnen3mind "y mu%@m@ﬂmﬁum’?ﬁmm:

o o a a
nNIAHUNNNRALNG

Tunn29avasanunianisidulanisiansanaenldulauns

o

e = PR ° )
trydnwane suazieufiflay st we uasduldmiuimsgou
o aao o 2y a P Ao o .
nstirydniusaslaesiollsuialdiniadawedeyan Atyating

~ A £ 9 o Ay
Wenna luingwnlsznausuniaiu 39 eutlnydldn asnu
WiLAeIUNN9RueL3 SN neseen a1dn (1T lusneany

12 o
UG dULDYD

ADUZNITNNNIUTEMAANWING U Aszuunisacuns
neluidiemeuazinng 8 wazduladnaunisRiuaessEme
WFUT Y AduR 30 Aueney WAL 2550 Aana1alAfNNLN e
A 1%
nald

(WrEfunna u1ana)

UFEE1ULTHNUALNTTNANG

The Board of Directors are responsible for the integrity and objectivity
of the financial statements of Thai Rayon Public Co., Ltd. in providing
reasonable assurance that the financial statements present fairly
financial position, result of operations, cash flows, the books and records
of the Company accurately reflect all transactions and the Company’s
assets are properly safeguarded, including the control systems

designed to protect against fraud and irregularity.

The financial statement has been prepared with appropriate
accounting policy and applied on the consistent basis in accordance
with Generally Accepted Accounting Principles (GAAP), and significant
information has been adequately disclosed in note to financial
statements as expressed by the independent auditor in their opinion on
the financial statements of Thai Rayon Public Co., Ltd. in the auditor’s

report.

The Board of Directors is of the opinion that the Company has an
adequate and appropriate internal control system, and is confident
that the Company’s financial statements for the year ended 30

September 2007 can be considered accurate and reliable.

P.M. Bajaj

President and Director

Report of Board of Directors’ Responsibility
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Report of the Audit Committee

The Audit Committee of Thai Rayon Public Co. Ltd consists of
three independent directors namely, Mr. S.S. Mahansaria as
Chairman, Mr. Vinai Sachdev and Mr. R.K. Rathi as members of the
committee and whose qualifications are in line with the Notification
of the Stock Exchange of Thailand governing the qualifications and
scope of performance of the Audit Committee, with a term in office

of three years.

In 2007, the Audit Committee held 4 meetings and reviewed and

discussed following items, as summarized below:

1. Reviewed the Company’s quarterly and annual financial
statements for the year 2007 to ensure that the Company’s
financial statement has been duly prepared in accordance with
Generally Accepted Accounting Principles and that sufficient
disclosure of significant matters has been made for the benefit
of decision making of the users of the Company’s financial

statement.

2. Reviewed the Company’s internal control system assessment
to ensure that the Company has adequate and effective
internal control system that enable the Company to achieve its

objectives.

3. Reviewed the Company’s performance to ensure compliance
with rules and regulations of Securities and Exchange
Commission, Stock Exchange of Thailand and other laws

related to its business.

4. Considered related transaction and connected transaction, to
ensure that the Company discloses its information concerning
connected transaction or information regarding conflict of
interest accurately, sufficiently, and in accordance with the

Securities and Exchange Act and other relevant laws.

5. Reviewed the Company’s risk management system to ensure

its adequacy.

6. Considered and proposed the Company’s external auditors and
their remuneration for the year 2007, to the Board of Directors

for approval in the shareholder’s meeting.

The Audit Committee always values good corporate governance,
internal control and continuous risk management so that the
Company may follow and practice appropriate procedures and
standards in line with its business, together with reliably accurate
accounting practices and financial statements, and compliance with

relevant laws and regulations.

(Mr. S.S Mahasaria)
Chairman of the Audit Committee
Date: 30th November 2007
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Management Discussion and Analysis

1. Production

The VRSF production during the year was
94,558 Tons, 19% higher than the previous
year. The Anhydrous Sodium Sulphate
production in 2007 was also at a record high
of 70,706 tons, though recovery was a bit
lower at 75%, as against 77% in 2006.

. Sales Revenue

The sales revenue in 2007 was Baht 7,265
Million as against Baht 5,341 Million in
2006. The current year witnessed best
over growth, both in terms of volumes as
well as realization. The sales volume was
higher by 16% whereas sales realization
increased by 18% over the previous year
despite appreciation of Thai Baht by as
much as 10% against US$.

Due to strong domestic and overseas
demand, the domestic VRSF sales volume
increased by 10.5% at 45,369 tons and
export sales by 21% at 48,170 tons. The
average export selling prices were higher
by 24% as against 12% increase in
domestic selling price over the previous

year.

The sales volume of by-product Sodium
Sulphate in 2007 was 70,494 tons, nearly
13.5% higher as compared to 62,066 tons
in 2006. The share of Sodium Sulphate
sales revenue as a percentage of total
sales revenue was lower at 3.7% as
against 4.3% last year, due to higher

increase in VRSF sale price and volume.

. Equity in Net Income
The share of profits from investments
accounted for under Equity method was

higher at Baht 947 Million, compared to

Baht 619 Million last year, reflecting higher
margins at their business due to improving
their sales revenue and overall better

market scenario for their products.

4. other Income

The interest income from the surplus funds
was lower by 11%, from Baht 137 Million
to Baht 122 Miillion, due to use of own
funds for ongoing expansion projects and
downward trend in interest rates from
5.5% in 2005 to 3.75% in 2007. The
income from export incentives was however,
higher at Baht 68 Million as against Baht
45 Million on account of higher export
volume and realization, compared to the

previous year.

. Cost and Expenses

The cost of sales was higher at Baht 5,101
Million, against Baht 4,139 Million last year,
mainly on account of 19% higher production
volumes. The cost of production per unit
was also higher by 6.5% due to increase
in Pulp prices. The selling and administrative
expenses were also higher at Baht 359
Million, from Baht 311 Million, primarily
because of higher sea freight costs on
account of oil price and higher exports
volumes. Interest expenses were higher
due to temporary borrowings of short-term
loans for working capital. The Company
incurred a foreign exchange loss of Baht
33 Million this year as against the loss of
Baht 38 Million in the previous year due
to strengthening of Thai Baht, mainly on
export credit bills. The Company paid Baht
981,067 as audit fees to the Company’s
auditors, for the current year, including

out of pocket expenses.

6. Profits

This year’s net profit increased to Baht
2,489 Million as against Baht 1,373
Million in the previous year. This excellent
performance was mainly on account of
higher volumes, better sales realization and
reduction in unit cost due to economy of
scale from expansion at same location.
The share of profit from investments
accounted for under equity method also
increased from Baht 619 Million to Baht
947 Million. The earnings from operating
activities in 2007 were higher at Baht 1,379
million, as against Baht 612 Million in 2006

due to reasons explained above.

7. Financial Position

Assets

The total assets as at 30th September

2007 amounted to Baht 14,413 Million,

an increase of Baht 2,765 Million, or 24%

year-on-year. Details of major assets are

as follows:

- Liquid Cash: Short-term invesment
and cash equivalents were lower at
Baht 2,706 Million, compared to Baht
3,289 Million in last year due to use of
own funds for ongoing expansion
projects for production increase.

- Receivable and Inventories:
Receivables and inventories were also
higher at Baht 2,036 Million compared
to Baht 1,332 in previous year. The
significant increase was on account of
higher sales volume and increase in
production capacity requiring higher
working capital for the operations.

- Property, Plant and Equipment:
There was an increase in fixed assets
due to capital expenditure of Baht 1,103
Million during the year for capacity

expansion projects.
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Investments :

The investments accounted for under
equity method increased by 15% to Baht
5,413 Million, due to the accounting of
income of Baht 947 Million of affiliated
companies. The other long-term investments
increased by 92% to Baht 2,063 Million
due to additional subscription of Baht 169
Million in equity of its related companies
AV Nackawic, AV Cell Inc. in Canada and
new subscription of Baht 341 Million in
equity of Birla Jingwei Fibres Co.,Ltd., a

related company registered in China.

Liabilities :

The total liabilities for the year 2007
amounted to Baht 769 Million, an increase
of Baht 187 Million, on account of higher
provision for corporate income tax payable
and increased trade liabilities due to

increased volume of operations.

Shareholders’ Equity :

The shareholders’ equity at the year-end
was higher by Baht 2,579 Million, or 23%
year-on-year at Baht 13,644 Million, on
account of additions of profits for the year

and adjustments of unrealized gains on

long-term investments.

. Analysis of Financial Ratios

Liquidity Ratios :

The Company’s current ratio was lower
at 7.50 times; down from 10.17 times last
year, but still a healthy liquidity position.
The current assets increased by only 3%
due to investment of surplus funds in
expansion & investment activities, while
the current liabilities increased by 39%
on account of higher corporate tax
provision and increase in trade liabilities

due to increase in rates.

Debt Equity Ratios :

The Company has historically maintained
very low debt to equity ratio. At the
year-end, the company did not have any
borrowings except minor overdrawn
balances. The ratio of total liabilities to
shareholders’ fund stands negligibly at

0.06:1, unchanged from last year.

Activity Ratios :
The assets turnover ratio was higher at
0.65 as against 0.56 in the previous year

because of 37% increase in revenues,
mainly on account of increase in sales
turnover by 36% but total assets increased
by only 27%. The inventory turnover ratio
reduced to 6.27 times as against 7.61
times in the previous year due to 50%
jump in inventory, mainly due to increase
in production capacities during the year
on account of which higher raw material

stocks are maintained.

Profitability Ratios :

The net operating margin (excluding
equity in net income) on sales works out
to 21% as against 14% last year. The
profit is higher mainly because of realization
being higher by 18% and higher production
and sales volume by 19% and 16%
respectively. The return on average
shareholders’ equity, based on total profit
after tax, increased to 20.1% as against
13.3% last year. The increased return was
on account of 125% higher operating profit
and 53% higher equity income from the

associated companies.

Financial Ratios - At A Glance

The following table provides the key financial ratios for the current year and last two years.

FINANCIAL RATIOS
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2007 2006 2005
Current Ratio 7.50 10.17 11.30
Net Profit Ratio 29.46 19.50 2452
Return on Equity Ratio 20.15 11.40 17.22
Return on Assets Ratio 19.11 13.83 16.29
Assets Turnover Ratio 0.65 0.56 0.66
Inventory Turnover Ratio 6.27 7.61 7.06
Debt to Equity Ratio 0.06 0.06 Nil
Dividend Payout Ratio (On Cost Method) 20% 27% 28%

Note: Efficiency & profitability ratios are better for the current year due to higher sales turnover (36%) and increased net income (81%).
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Report of Independent Auditor

To the Shareholders of Thai Rayon Public Company Limited

| have audited the accompanying balance sheet, in which the
equity method is applied, of Thai Rayon Public Company Limited as
at 30 September 2007, the related statements of income, changes in
shareholders’ equity and cash flows for the year then ended; and the
separate financial statements, in which the cost method is applied, of
Thai Rayon Public Company Limited for the same period. These
financial statements are the responsibility of the Company’s
management as to their correctness and the completeness of the
presentation. My responsibility is to express an opinion on these
financial statements based on my audit. The financial statements for
the year ended 30 September 2007 include investments in four
associated companies, of which financial statements were reviewed
by other auditors, whose reports have been furnished to me.
The Company’s financial statements in which the equity method is
applied for the year ended 30 September 2007 include a share of net
income from these associated companies amounting to Baht 284
million and a net book value of investments in these companies
amounting to Baht 2,505 million as at 30 September 2007. My
opinion on the financial statements, insofar as it relates to the amounts
included for these associated companies, is based solely on the
reports of those auditors. The financial statements, in which the
equity method is applied, of Thai Rayon Public Company Limited as
at 30 September 2006 and for the year then ended were audited by
another auditor of our firm, who expressed an unqualified opinion on

those statements under his report dated 21 November 2006.

| conducted my audit 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 audit and the reports of the other

auditors referred to in the previous paragraph provide a reasonable

basis for my opinion.

In my opinion, based on my audit and the reports of the other
auditors, the financial statements referred to above present fairly, in
all material respects, the financial position of Thai Rayon Public
Company Limited as at 30 September 2007, the results of its opera-
tions and cash flows for the year then ended in accordance with

generally accepted accounting principles.

Without qualifying my opinion on the financial statements, | draw
attention to Note 3 to the financial statements which indicates that
the separate balance sheet as at 30 September 2006, the separate
statements of income, changes in shareholders’ equity and cash
flows for the year then ended, in which the cost method is applied,
have been prepared for comparative purposes. In my opinion, the
adjustments made for the preparation of such financial statements

are appropriate and have been properly applied.

1-—--‘“‘ -
—_— . %

Narong Puntawong

Certified Public Accountant (Thailand) No. 3315

Ernst & Young Office Limited
Bangkok : 19 November 2007

Thai Rayon Public Company Limited -

Report of Independent Auditor




buqa

QU Ui 30 AUYIBU 2550 lla: 2549

(g un)

IUNI5EY

JUNNSEULRNIENANNG

T AIRURUANNIE WA T AUSUAIUAINIETIAN

NHLLUR 2550 2549 2550 2549
(Usuilgeluai)
“unwel
“uninenyuineu
Ru Auarsennfisuwin(u o 2,327,632,746  1,713583683 | 2,327,632,746  1,713,583,683
Suawmudansn 5 378,327,692  1,575,583,606 378,327,692  1,575,583,606
@ﬂuﬁmiﬁﬁ
Aansdu 6 740,433,957 335,732,569 740,433,957 335,732,569
Aanafifeadasiy 67 385,138,501 333,981,961 385,138,501 333,981,961
gnviiiansniendesiiy 7 9,988,623 9,229,308 9,988,623 9,229,308
ﬁuf«hmiqwﬁqm%@é’mqﬁmm
AansfiReadee iy 7 87,065,927 109,855,453 87,065,927 109,855,453
“ufAman 8 813,220,338 543,605,292 813,220,338 543,605,292
“umswea Uiy
milgesedunau 24,430,250 46,273,241 24,430,250 46,273,241
Ruaaiganig saanfneiu 44,611,269 18,680,333 44,611,269 18,680,333
nenitdnei 11,778,705 15,686,434 11,778,705 15,686,434
B 25,855,671 23,897,662 25,855,671 23,897,662
gax " uninduy it 4848483679  4,726,109542 | 4848483679  4,726,109,542
“undnd ldvyuineu
RuasuluiFimdon 9 5,413,055,780  4,712,132,118 | 1,522,116723  1,738,083,637
Ruawmuszazenniu 10 2,063392,525  1,075311,177 | 2,163,851,481  1,075311,177
Sulifuszazanauifansfifesdesiu 7 152,977,060  150927,300 | 152,977,080 150,927,300
fiu pAnsuazglnmnl - va 1 1,930,367,455 967,212,989 | 1,930,367,455 967,212,989
“unindladuuidenau 4,373,627 15,894,127 4,373,627 15,894,127
o unine llvyuiew 9,564,166,437  6,921,477,711 | 5773686336  3,947,429,130
990" Wn el 14,412,650,116  11,647,587,253 | 10,622,170,016  8,673,538,672

wingwinUsznausunsRudy auniliresunisfuil

- Thai Rayon Public Company Limited




BALANCE SHEETS

AS AT 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)

Financial statements Separate financial statements

in which the equity method is applied in which the cost method is applied

Note 2007 2006 2007 2006
(Restated)
ASSETS
CURRENT ASSETS
Cash and cash equivalents 2,327,632,746 1,713,5683,683 2,327,632,746 1,713,583,683
Short-term investments 5 378,327,692 1,575,583,606 378,327,692 1,575,583,606
Trade accounts receivable
Other parties 6 740,433,957 335,732,569 740,433,957 335,732,569
Related parties 6,7 385,138,501 333,981,961 385,138,501 333,981,961
Amounts due from related parties 7 9,988,623 9,229,308 9,988,623 9,229,308
Advance to related party for purchases of
raw materials 7 87,065,927 109,855,453 87,065,927 109,855,453
Inventories 8 813,220,338 543,605,292 813,220,338 543,605,292
Other current assets
Input tax refundable 24,430,250 46,273,241 24,430,250 46,273,241
Export incentive receivables 44,611,269 18,680,333 44,611,269 18,680,333
Interest receivables 11,778,705 15,686,434 11,778,705 15,686,434
Others 25,855,671 23,897,662 25,855,671 23,897,662
TOTAL CURRENT ASSETS 4,848,483,679 4,726,109,542 4,848,483,679 4,726,109,542 .
NON-CURRENT ASSETS %
Investments in associated companies 9 5,413,055,780 4,712,132,118 1,622,116,723 1,738,083,637 g
Other long-term investments 10 2,063,392,525 1,075,311,177 2,163,851,481 1,075,311,177 s
Long-term loan to related party 7 152,977,050 150,927,300 152,977,050 150,927,300
Property, plant and equipment - net (i 1,930,367,455 967,212,989 1,930,367,455 967,212,989
Other non-current assets 4,373,627 15,894,127 4,373,627 15,894,127
TOTAL NON-CURRENT ASSETS 9,664,166,437 6,921,477,711 5,773,686,336 3,947,429,130
TOTAL ASSETS 14,412,650,116  11,647,587,253 10,622,170,015 8,673,638,672

The accompanying notes are an integral part of the financial statements.
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14,412,650,116

11,647,587,253

10,622,170,015

8,673,638,672




BALANCE SHEETS (Continued)

AS AT 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)

Financial statements

in which the equity method is applied

Separate financial statements

in which the cost method is applied

Note 2007 2006 2007 2006
(Restated)
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Bank overdrafts 3,722,362 5,491,805 3,722,362 5,491,805
Trade accounts payable
Other parties 138,050,488 92,651,551 138,050,488 92,651,551
Related parties 7 57,100,247 58,730,941 57,100,247 58,730,941
Other current liabilities
Corporate income tax payable 277,011,254 162,657,548 277,011,254 162,657,548
Accrued expenses 112,955,893 113,081,589 112,955,893 113,081,589
Others 57,354,600 32,124,639 57,354,600 32,124,639
TOTAL CURRENT LIABILITIES 646,194,844 464,738,073 646,194,844 464,738,073
NON-CURRENT LIABILITIES
Provision for employee retirement benefit 112,178,879 110,049,741 112,178,879 110,049,741
Other non-current liabilties 10,368,586 7,676,873 10,368,586 7,676,873
TOTAL NON-CURRENT LIABILITIES 122,547,465 117,726,614 122,547,465 117,726,614
TOTAL LIABILITIES 768,742,309 582,464,687 768,742,309 582,464,687
SHAREHOLDERS' EQUITY
Share capital
Registered, issued and fully paid
201,600,000 ordinary shares of Baht 1 each 201,600,000 201,600,000 201,600,000 201,600,000
Unrealised gain from changes in fair value of
investment in available-for-sale securities 10 1,031,664,742 666,010,463 1,031,664,742 666,010,463
Translation adjustment (281,444,006) (226,967,988) - -
Retained earnings
Appropriated
Statutory reserve 12 20,160,000 20,160,000 20,160,000 20,160,000

General reserve
Unappropriated
TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

2,500,000,000
10,171,927,071

2,500,000,000
7,904,320,091

2,500,000,000
6,100,002,964

2,500,000,000
4,703,303,522

13,643,907,807

11,065,122,566

9,863,427,706

8,091,073,985

14,412,650,116

11,647,587,253

10,622,170,015

8,673,638,672

The accompanying notes are an integral part of the financial statements.
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359,358,561 311,178,793 359,358,561 311,178,793
32,990,344 38,289,186 32,990,344 38,289,186
5,492,933,934 4,488,150,191 5,492,933,934 4,488,150,191

2,956,372,850

1,680,323,582

2,085,465,312

1,118,931,080

(4,651,770) (2,478,270) (4,651,770) (2,478,270)
(462,354,100) (304,439,800) (462,354,100) (304,439,800)
2,489,366,980 1,373,405,512 1,618,459,442 812,013,010

12.36 6.81 8.03 4.03




INCOME STATEMENTS

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)

Financial statements

in which the equity method is applied

Separate financial statements

in which the cost method is applied

Note 2007 2006 2007 2006
(Restated)
REVENUES
Sales 7,265,012,181 5,340,812,048 7,265,012,181 5,340,812,048
Other income
Interest income 122,464,063 137,007,954 122,464,063 137,007,954
Export incentives 67,941,831 44,980,771 67,941,831 44,980,771
Dividend income 8,251,261 5,896,761 84,003,392 63,293,895
Others 10 38,977,779 20,986,603 38,977,779 20,986,603
Share of income from investments in
associated companies 946,659,669 618,789,636 - -
TOTAL REVENUES 8,449,306,784 6,168,473,773 7,578,399,246 5,607,081,271
EXPENSES
Cost of sales 5,100,585,029 4,138,682,212 5,100,585,029 4,138,682,212
Selling and administrative expenses 359,358,561 311,178,793 359,358,561 311,178,793
Exchange loss 32,990,344 38,289,186 32,990,344 38,289,186
TOTAL EXPENSES 5,492,933,934 4,488,150,191 5,492,933,934 4,488,150,191
INCOME BEFORE INTEREST EXPENSES
AND CORPORATE INCOME TAX 2,956,372,850 1,680,323,5682 2,085,465,312 1,118,931,080
INTEREST EXPENSES (4,651,770) (2,478,270) (4,651,770) (2,478,270)
CORPORATE INCOME TAX (462,354,100) (304,439,800 (462,354,100) (304,439,800)
NET INCOME FOR THE YEAR 2,489,366,980 1,373,405,5612 1,618,459,442 812,013,010
BASIC EARNINGS PER SHARE 15
Net income 12.35 6.81 8.03 4.03

The accompanying notes are an integral part of the financial statements.
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CASH FLOW STATEMENTS

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)

Financial statements

in which the equity method is applied

Separate financial statements

in which the cost method is applied

2007 2006 2007 2006
(Restated)
Cash flows from operating activities
Net income 2,489,366,980 1,373,405,512 1,618,459,442 812,013,010
Adjustments to reconcile net income to net cash
provided by (paid from) operating activities -
Depreciation and amortisation 157,902,171 80,994,865 157,902,171 80,994,865
Share of income from investments in
associated companies (946,659,669) (618,789,636 - -
Share of retained earnings from refund of
other long-term investment (32,640,000) - (32,640,000) -
Dividend income (8,251,261) (5,896,761) (84,003,392) (63,293,895
Gain on disposals of equipment (905,109) (611,511) (905,109) (611,511)
Unrealised loss (gain) on exchange (4,001,908) 5,425,777 (4,001,908) 5,425,777
Provision for employee retirement benefit 6,114,098 8,810,496 6,114,098 8,810,496
Income from operating activities before changes
in operating assets and liabilities 1,660,925,302 843,338,742 1,660,925,302 843,338,742
Operating assets (increase) decrease
Trade accounts receivable - other parties (403,137,994) 201,639,642 (403,137,994) 201,639,642
Trade accounts receivable - related parties (51,156,540) (59,324,156) (51,156,540) (59,324,156)
Amounts due from related parties (759,315) 106,698 (759,315) 106,698
Advance to related party for purchases
of raw materials 22,789,526 (109,855,453) 22,789,526 (109,855,453)
Inventories (269,615,046) 35,396,905 (269,615,046) 35,396,905
Other current assets (8,046,887) (36,117,858) (8,046,887) (36,117,858)
Other non-current assets (24,000) (10,723,752) (24,000 (10,723,752)
Operating liabilities increase (decrease)
Trade accounts payable - other parties 45,787,701 40,899,043 45,787,701 40,899,043
Trade accounts payable - related parties (1,630,694) 2,067,000 (1,630,694) 2,067,000
Corporate income tax payable 114,353,706 19,811,693 114,353,706 19,811,693
Other current liabilities 25,104,265 27,048,302 25,104,265 27,048,302
Payment of employee retirement benefit (3,984,960) (2,432,730) (3,984,960) (2,432,730)
Net cash from operating activities 1,130,605,064 951,854,076 1,130,605,064 951,854,076

The accompanying notes are an integral part of the financial statements.
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1,713,583,683

1,153,504,008

1,713,583,683

1,153,504,008

2,327,632,746

1,713,5683,683

2,327,632,746

1,713,583,683

4,651,770

348,000,327

11,043,000

2,478,270

280,829,209

4,651,770

348,000,327

11,043,000

2,478,270

280,829,209



CASH FLOW STATEMENTS (Continued)

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)

Financial statements

in which the equity method is applied

Separate financial statements

in which the cost method is applied

2007 2006 2007 2006
(Restated)

Cash flows from investing activities
Decrease in short-term investments 1,197,255,914 10,935,145 1,197,255,914 10,935,145
Dividends received from related parties 89,912,054 57,397,134 89,912,054 57,397,134
Increase in investments in associated companies (50,827,500) (56,160,000) (50,827,500) (56,160,000)
Decrease (increase) in other long-term investments (510,491,711) 530,380,000 (510,491,711) 530,380,000
Proceeds from refund of other long-term investment 87,040,000 - 87,040,000 -
Proceeds from disposals of equipment 1,411,589 616,355 1,411,589 616,355
Acquisitions of property, plant and equipment (1,110,018,617) (693,095,222) (1,110,018,617) (693,095,222)
Net cash used in investing activities (295,718,271) (149,926,588) (295,718,271) (149,926,588)

Cash flows from financing activities
Increase (decrease) in bank overdrafts (1,769,443) 2,976,137 (1,769,443) 2,976,137
Increase (decrease) in other non-current liabilities 2,691,713 (2,903,950) 2,691,713 (2,903,950)
Dividend payment (221,760,000) (241,920,000) (221,760,000) (241,920,000)
Net cash used in financing activities (220,837,730) (241,847,813) (220,837,730) (241,847,813)
Net increase in cash and cash equivalents 614,049,063 560,079,675 614,049,063 560,079,675

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental cash flows information :-
Cash paid during the year for
Interest expenses
Corporate income tax
Non-cash transactions

Transfer of advance payment for land to land

1,713,583,683

1,153,504,008

1,713,583,683

1,1563,504,008

2,327,632,746

1,713,583,683

2,327,632,746

1,713,583,683

4,651,770

348,000,327

11,043,000

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)
Financial statements in which the equity method is applied
Unrealised gain
from changes
in fair value of Retained earnings
Issued and  investment in Appropriated
fully paid available-for-  Translation Statutory General
Note share capital sale securities  adjustment reserve reserve Unappropriated Total
Balance as at 30 September 2005
- as previously reported 201,600,000 347,556,383 (223,800,994) 20,160,000 2,500,000,000 6,728,912,427 | 9,574,427,816
Cumulative effect of change of accounting policy
for income tax by the associated company 9 (1,508,195) 43,922,152 42,413,957
Balance as at 30 September 2005 - as restated 201,600,000 347,556,383 (225,309,189) 20,160,000 2,500,000,000 6,772,834,579 | 9,616,841,773
Increase in fair value of investment - 318,454,080 318,454,080
Translation adjustment - (1,658,799) (1,658,799
Net income for the year - as restated - - 1,373,405,512 | 1,373,405,512
Dividend payment 16 (241,920,000) (241,920,000)
Balance as at 30 September 2006 - as restated 201,600,000 666,010,463 (226,967,988) 20,160,000 2,500,000,000 7,904,320,091 | 11,065,122,566
Balance as at 30 September 2006
- as previously reported 201,600,000 666,010,463 (225,894,935) 20,160,000 2,500,000,000 7,648,465,880 110,810,341,408
Cumulative effect of change of accounting for investment
by the associated company 9 - 215,198,684 215,198,684
Cumulative effect of change of accounting policy
for income tax by the associated company 9 - (1,073,053) 40,655,527 39,682,474 z
=2
Balance as at 30 September 2006 - as restated 201,600,000 666,010,463 (226,967,988) 20,160,000 2,500,000,000 7,904,320,091 | 11,065,122,566 8
w
o=
Increase in fair value of investment - 365,654,279 365,654,279 §
=}
x
Translation adjustment - (54,476,018) (54,476,018) E
x
Net income for the year - - 2,489,366,980 | 2,489,366,980 ;
w
Dividend payment 16 - (221,760,000) | (221,760,000) §
=9
x
Balance as at 30 September 2007 201,600,000 1,031,664,742 (281,444,006) 20,160,000 2,500,000,000 10,171,927,071 | 13,643,907,807 o
2
fr
H
=
=
w

The accompanying notes are an integral part of the financial statements.
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STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY (Continued)

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

(Unit : Baht)
Separate Financial statements in which the cost method is applied
Unrealised gain
from changes
in fair value of Retained earnings
Issued and investment in Appropriated
fully paid available-for-sale  Statutory General
Note share capital securities reserve reserve Unappropriated Total
Balance as at 30 September 2005 201,600,000 347,556,383 20,160,000 2,500,000,000 4,133,210,512 | 7,202,526,895
Increase in fair value of investment 318,454,080 - 318,454,080
Net income for the year - - 812,013,010 812,013,010
Dividend payment 16 - (241,920,000) | (241,920,000)
Balance as at 30 September 2006 201,600,000 666,010,463 20,160,000  2,500,000,000 4,703,303,522 © 8,091,073,985
Increase in fair value of investment 365,654,279 - 365,654,279
Net income for the year - - 1,618,459,442 | 1,618,459,442
Dividend payment 16 - (221,760,000) | (221,760,000)
Balance as at 30 September 2007 201,600,000 1,031,664,742 20,160,000  2,500,000,000 6,100,002,964 @ 9,853,427,706

The accompanying notes are an integral part of the financial statements.
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NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED 30 SEPTEMBER 2007 AND 2006

1. GENERAL INFORMATION
Thai Rayon Public Company Limited (“The Company”) is a public company incorporated and domiciled in Thailand. The Company is
principally engaged in the manufacture of Viscose Rayon Staple Fibre and Anhydrous Sodium Sulphate for sales to both domestic and

export markets. The registered addresses of the Company’s head office and factory are as follows:

Head office :  888/160-1 Mahatun Plaza Building, 16th Floor, Ploenchit Road, Lumpini, Patumwan Bangkok.
Factory : 36 Moo 2 Ayuthaya-Angthong Highway, Posa, Muang, Angthong.

2. BASIS OF PREPARATION
The financial statements have been prepared in accordance with accounting standards enunciated under the Accounting Profession
Act B.E. 2547. The presentation of the financial statements has been made in compliance with the stipulations of the Notification of the
Department of Business Development dated 14 September 2001, issued under the Accounting Act B.E. 2543.

The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

3. CHANGE IN ACCOUNTING POLICY/ADOPTION OF NEW ACCOUNTING STANDARDS
The Federation of Accounting Professions (FAP) has issued Notifications No. 9/2550 and 38/2550 regarding Thai Accounting
Standards, and these have been published in the Royal Gazette. The Notifications mandate the use of the following Thai Accounting
Standards (Revised 2007) in place of the previous versions, which are cancelled.
a) Thai Accounting Standards (revised version) which are effective for the next financial year of the Company
TAS 44 Consolidated Financial Statements and Separate Financial Statements
TAS 45 Investments in Associates
TAS 46 Interests in Joint Ventures
These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2007.
In order to comply with the stipulations in the revised Thai Accounting Standard No. 44 and 45, under which, investments in
subsidiaries, jointly controlled entities and associates are to be presented in the separate financial statements under the cost method,
the separate balance sheets of the Company as at 30 September 2007 and 2006, the separate statements of income, changes in
shareholders’ equity and cash flows for the years then ended, in which the cost method is applied for the investments in associated
companies, are presented herein for the purpose of comparison with the financial statements in which the equity method is applied.
b) Thai Accounting Standards (revised version) which are not effective for the current year
TAS 25 Cash Flow Statements
TAS 33 Borrowing Costs
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TAS 35 Presentation of Financial Statements

TAS 39 Accounting Policies, Changes in Accounting Estimates and Errors
TAS 41 Interim Financial Reporting
TAS 49 Construction Contracts

These accounting standards will become effective for the financial statements for fiscal years beginning on or after 1 January 2008.

Thai Rayon Public Company Limited -
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4. SIGNIFICANT ACCOUNTING POLICIES
4.1 Revenue recognition
Sales of goods
Sales of goods are recognised when the significant risks and rewards of ownership of the goods have passed to the buyer.
Sales are the invoiced value, excluding value added tax, of goods supplied after deducting discounts and allowances.
Export incentives
Export incentives granted by the Ministry of Finance are recognised as income when export shipment is made.
Interest income
Interest income is recognised on an accrual basis based on the effective interest rate.
Dividends
Dividends are recognised when the right to receive the dividends is established.
4.2 Cash and cash equivalents
Cash and cash equivalents consist of cash in hand, cash at bank, and all highly liquid investments with an original maturity of
three months or less and not subject to withdrawal restrictions.
4.3 Trade accounts receivable
Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated
losses that may be incurred in collection of receivables. The allowance is generally based on collection experiences and analysis
of debtor aging.
4.4 Inventories
Finished goods and work in process are valued at the lower of cost (average method) and net realisable value. Cost includes
all production costs and attributable factory overheads.
Raw materials, spare parts and factory supplies are valued at the lower of cost (first-in, first-out method) and net realisable
value and are charged to production costs whenever consumed.
45 Investments
a) Investments in available-for-sale securities are stated at fair value. Changes in the carrying amounts of securities are recorded
as separate items in shareholders’ equity until the securities are sold, when the changes are then included in determining
income.
b) Investments in debt securities, both due within one year and expected to be held to maturity, are recorded at amortised cost.
The premium/discount on debt securities is amortised by the effective rate method with the amortised amount presented as

an adjustment to the interest income.
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c) Investments in non-marketable equity securities, which the Company classifies as other investments, are stated at cost net

of allowance for loss on diminution in value (if any).

d) Investments in associated companies in the financial statements, in which the equity method is applied, are accounted for
under the equity method. Investments in associated companies in the separate financial statements, in which the cost
method is applied, are accounted for under the cost method.

The fair value of marketable securities is based on the latest bid price at the balance sheet date as quoted on the Stock

Exchange.

The weighted average method is used for computation of the cost of investments.

Thai Rayon Public Company Limited -
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4.6

4.7

4.8

4.9

4.10

In the event the Company reclassifies investments in securities, such investments are adjusted to their fair value as at the
reclassification date. Differences between the carrying amount of the investments and their fair value on that date are included
in determining income or recorded as surplus (deficit) from change in the value of investments in shareholders’ equity, depending
on the type of investment which is reclassified.

In the event the Company reclassifies investment in associated company to other investment, the carrying amount of the
investment at the transfer date is regarded as the new cost in the financial statements in which the equity method is applied.
Property, plant and equipment/Depreciation

Land is stated at cost. Plant and equipment are stated at cost less accumulated depreciation and allowance for loss on
impairment of assets (if any).

Depreciation of plant and equipment is calculated by reference to their costs on the straight-line basis over the following

estimated useful lives:

Buildings and improvements - 20 vyears
Machinery and equipment - 5, 10 vyears
Furniture, fixtures and office equipment - 5 years
Computer hardware - 3,5 vyears
Motor vehicles - 5 years

Depreciation is included in determining income.

No depreciation is provided on land and construction in progress.
Related party transactions

Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or
indirectly, or which are under common control with the Company.

They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that
gives them significant influence over the Company, key management personnel, directors and officers with authority in the
planning and direction of the Company’s operations.

Foreign currencies

Foreign currency transactions are translated into Baht at the exchange rates ruling on the transaction dates. Assets and
liabilities denominated in foreign currencies outstanding at the balance sheet date are translated into Baht at the exchange rates
ruling on the balance sheet date.

Gains and losses on exchange are included in determining income.

Translation of foreign currency financial statements

The financial statements of the associated companies incorporated in overseas are translated into Thai Baht at the closing
exchange rate for assets and liabilities, and at the average exchange rate for revenues and expenses. The resultant difference has
been shown under the caption of “Translation adjustment” in the shareholders’ equity.

Impairment of assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, the Company makes an estimate of the asset’s recoverable amount. Where the carrying amount of the asset
exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. Impairment
losses are recognised in the income statement. An asset’s recoverable amount is the higher of fair value less costs to sell and
value in use.

Employee benefits
Salary, wages, bonuses and contributions to the social security fund and provident fund are recognised as expenses when

incurred.

Thai Rayon Public Company Limited -
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4.12 Provisions
Provisions are recognised when the Company has a present obligation as a result of a past event, it is probable that an
outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made
of the amount of the obligation.
Provision for employee retirement benefit is presented as non-current liabilities in the balance sheet, and determined in
accordance with the basis and conditions stipulated in the regulations of the Company.
4.13 Income tax
Income tax is provided for in the accounts based on the taxable profits determined in accordance with tax legislation.
4.14 Use of accounting estimates
Preparation of financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions in certain circumstances, affecting amounts reported in these financial statements and related

notes. Actual results could differ from these estimates.

5. SHORT-TERM INVESTMENTS

As at the balance sheet date, short-term investments of the Company consisted of -

(Unit : Baht)
2007 2006
Fixed deposits at banks 378,327,692 580,000,000
Investments in held-to-maturity debt securities - due within 1 year
- Treasury bills - 49,273,555
- Debentures - 946,310,051
Total 378,327,692 1,675,583,606

6. TRADE ACCOUNTS RECEIVABLE

As at the balance sheet date, most of the trade accounts receivable were within the credit terms and no receivables were more than

6 months past due.

7. RELATED PARTY TRANSACTIONS
During the years, the Company had significant business transactions with related parties, which have been concluded on commercial
terms and bases agreed upon in the ordinary course of businesses between the Company and those companies. Below is a summary of

those transactions.
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(Unit : Million Baht)

2007 2006 Pricing Policy
Transactions with associated companies
Sales of goods 8 M With reference to market prices
Dividend income 76 57 As declared
Other income 3 3 By mutual agreement
Purchases of raw materials 499 450 With reference to market prices
Transactions with related companies
Sales of goods 1,556 1,276 With reference to market prices
Dividend income 8 6 As declared
Other income 9 9 By mutual agreement
Purchases of raw materials 934 825 With reference to market prices

The balances of the accounts as at 30 September 2007 and 2006 between the Company and those related companies are as follows:

(Unit : Baht)
2007 2006
Trade accounts receivable - related parties
Associated companies
- Aditya Birla Chemicals (Thailand) Ltd. - 307,531
- Thai Acrylic Fibre Co., Ltd. 73,349 -
Related company
- Indo-Thai Synthetics Co., Ltd. 385,065,152 333,674,430
Total 385,138,601 333,981,961
Amounts due from related parties H
Associated company E
- Thai Carbon Black Plc. 810,000 - 2
Related company g
- AV Cell Inc. 9,178,623 9,229,308 =
Total 9,988,623 9,229,308 ;mj
Advance to related party for purchases of raw materials é
Related company §
- AV Cell Inc. 87,065,927 109,855,453 E
Total 87,065,927 109,855,453 :
Long-term loan to related party g
Related company §
- AV Cell Inc. 152,977,050 150,927,300 =
Total 152,977,050 150,927,300
Trade accounts payable - related parties
Associated companies
- Thai Carbon Black Plc. 35,736,143 33,316,644
- Aditya Birla Chemicals (Thailand) Ltd. 21,364,104 25,331,206
Related company
- Thai Peroxide Co., Ltd. - 83,091
Total 57,100,247 58,730,941

Thai Rayon Public Company Limited -
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During the year ended 30 September 2007, movements of long-term loan to related party were as follow: -

(Unit : Baht)
During the year
Balance Unrealised Balance
as at gain on as at
30 September Increase Decrease exchange 30 September
2006 2007
Long-term loan to related party
Related company
- AV Cell Inc. 150,927,300 - - 2,049,750 152,977,050

The long-term loan to AV Cell Inc. represents the lending in Canadian dollars of CAD 4.5 million, bearing interest at a rate of 6
percent per annum, with repayment to be made every January in annual installments of CAD 500,000 from 2004 to 2007, and the
remaining balance to be paid in full in January 2008. However, AV Cell Inc. has obtained a secured loan from the Provincial
Government of New Brunswick, Canada, to fund its project expansion and as per the conditions of this loan, repayment to shareholders’
loans is to be made only after the loan of Provincial Government is fully repaid. Accordingly, on 17 May 2004, the Company entered
into a subordination agreement with AV Cell Inc. to change the repayment schedule for its loan of CAD 4.5 million, such that it is to

be made in 2 equal annual installments due on 1 January 2009 and 1 January 2010.

Directors and management’s remuneration

During the year ended 30 September 2007, the Company paid salaries, meeting allowances and gratuities to its directors and
management totaling Baht 40.7 million (2006: Baht 38.3 million).
Guarantee obligations with related party

The Company has outstanding guarantee obligations with its related party, as described in Note 19.3.1 to the financial statements.
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INVENTORIES
(Unit : Baht)
2007 2006

Finished goods 84,207,322 27,767,017
Work in process 50,350,988 50,828,389
Raw materials 388,315,823 224,591,440
Raw materials in transit 127,330,355 51,615,416
Factory supplies, spare parts and packaging materials 163,015,850 188,803,030
Total 813,220,338 543,605,292

Thai Rayon Public Company Limited -
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The Company accounted investments in ordinary shares of associated companies under equity method of which accounting periods
of all associated companies are different from that of the Company.

The shares of income totaling Baht 950.7 million from PT Indo Liberty Textiles, Aditya Birla Chemicals (Thailand) Ltd., Thai Acrylic
Fibre Co., Ltd., Thai Carbon Black Plc., Thai Polyphosphate and Chemicals Co., Ltd. and Alexandria Fiber Co., S.A.E. for the year ended
30 September 2007 were determined based on the financial statements, which were reviewed by these companies’ auditors.

Share of loss from Birla Lao Pulp & Plantations Ltd. for the year ended 30 September 2007 of Baht 4.1 million was recorded based
on the financial statements which were prepared by that company’s management.

As approved by the Board of Directors Meeting held on 13 October 2005, the Company, along with overseas group companies,
decided to establish a company in the Lao PDR, Birla Lao Pulp & Plantations Ltd., which is to undertake eucalyptus tree plantation suitable
for pulp production. The Company is to invest USD 7.5 million, or equivalent to approximately Baht 310 million, to acquire a 30 percent
shareholding in this company. Accordingly, on 16 August 2006, the Company paid USD 1.5 million, or equivalent to approximately Baht
56 million, to subscribe to ordinary shares of this company (1,500 ordinary shares of USD 1,000 each). Subsequently, on 11 July 2007, the
Company paid an additional USD 1.5 million for the shares (1,500 ordinary shares of USD 1,000 each), or equivalent to approximately Baht
51 million.

Prior to the current year, Thai Polyphosphate and Chemicals Co., Ltd., an associated company, recorded its investments in associated
companies under the cost method. In the current year, to comply with the Company’s accounting policy for investment, the Company has
adjusted the financial statements of Thai Polyphosphate and Chemicals Co., Ltd. as though this company originally recorded its
investments in associated companies using the equity method. The adjustment has the effect of increasing net income in the income
statements for the year ended 30 September 2006 in which the equity method is applied, as presented herein for comparative purposes,
by Baht 215.2 million (Baht 1.07 per share). The cumulative effect of the adjustment has been presented under the heading of
“Cumulative effect of change of accounting for investment by the associated company” in the statements of changes in shareholders’
equity in which the equity method is applied.

Prior to the current year, PT Indo Liberty Textiles, an associated company, adopted deferred tax accounting policy in its accounts. In
the current year, to comply with the Company’s accounting policy for income tax, the Company has adjusted the financial statements of
PT Indo Liberty Textiles as though this company originally had not adopted the deferred tax accounting. The adjustment has the effect of
decreasing net income in the income statements for the year ended 30 September 2006 in which the equity method is applied, as
presented herein for comparative purposes, by Baht 3.3 million (Baht 0.02 per share). The cumulative effect of the adjustment has been
presented under the heading of “Cumulative effect of change of accounting policy for income tax by the associated company” in the
statements of changes in shareholders’ equity in which the equity method is applied.

At the meeting of the Board of Directors held on 21 February 2007, it was resolved that the Company will not exercise its allotted

rights to participate in the share offering of Alexandria Fiber Co., S.A.E. (3,755,125 ordinary shares of LE 10 each). Subsequently, that
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company allotted the shares to which the Company did not subscribe to Thai Acrylic Fibre Co., Ltd., which is an associated company. In

May 2007 Alexandria Fiber Co., S.A.E. has increased its share capital as mentioned above, and after such share increment, the Company’s
direct shareholding was diluted from 27.5% to 14.4%. As a result, the Company reclassifies the investment in that company from
investment in associated company to other long-term investment. The carrying amount of the investment at the transfer date is regarded

as the new cost in the financial statements in which the equity method is applied.

Thai Rayon Public Company Limited -
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10. OTHER LONG-TERM INVESTMENTS

(Unit : Baht)

Financial statements

in which the equity method

Separate financial statements

in which the cost method

is applied is applied
2007 2006 2007 2006
Investment in available-for-sale securities
Global Depository Receipts
Grasim Industries Limited 126,531,636 126,531,636 126,531,636 126,531,636
Add : Unrealised gain from changes in fair
value of investment 1,031,664,742 666,010,463 1,031,664,742 666,010,463
1,1568,196,378 792,542,099 1,1568,196,378 792,542,099
General investments - related companies
Ordinary shares
Indo-Thai Synthetics Co., Ltd. 42,174,078 42,174,078 42,174,078 42,174,078
Thai Epoxy and Allied Products Co., Ltd. 9,600,000 64,000,000 9,600,000 64,000,000
AV Cell Inc. 203,917,000 94,125,000 203,917,000 94,125,000
AV Nackawic Inc. 128,750,000 69,620,000 128,750,000 69,620,000
Birla Jingwei Fibres Co., Ltd. 341,569,711 - 341,569,711 -
Alexandria Fiber Co., S.A.E. (see Note 9) 166,335,358 - 266,794,314 -
Others 6,350,000 6,350,000 6,350,000 6,350,000
Preference shares
Thai Peroxide Co., Ltd. 6,500,000 6,500,000 6,500,000 6,500,000
905,196,147 282,769,078 1,005,655,103 282,769,078

Total other long-term investments

2,063,392,525

1,075,311,177

2,163,851,481

1,075,311,177

As approved by the Board of Directors Meeting held on 16 May 2005, the Company, along with overseas group companies and a
company registered in Canada, decided to establish a company in Canada, AV Nackawic Inc., which has acquired assets of a bankrupt pulp
mill, for manufacturing and selling of pulp. The Company has invested approximately Baht 70 million (CAD 2 million) in 10,000 ordinary
shares of CAD 200 each to subscribe approximately 10 percent of shareholding in this new company. The Company paid for the above

investment in full in October 2005. In addition, on 15 August 2006 a meeting of the Board of Directors of the Company also approved to
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purchase additional 9,000 shares of this company. Accordingly, on 31 October 2006, the Company has fully paid for the share capital of

CAD 1.8 million (9,000 ordinary shares of CAD 200 each) or equivalent to approximately Baht 59 million to the previous shareholder. After

the purchase, the Company’s interest in the share capital of this company has increased from 10 percent to 19 percent.
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As approved by the Board of Directors Meeting held on 15 August 2006, the Company, along with overseas group companies decided
to establish a company in the People’s Republic of China, Birla Jingwei Fibres Co., Ltd., which is to expand the Company’s core business
in manufacturing of Viscose staple fibre. Accordingly, on 17 October 2006, the Company has fully paid for the share capital of RMB
71,955,000 or equivalent to approximately Baht 341 million to subscribe 19.50 percent of shareholding in this company.

In December 2006, the Company received Baht 87.0 million from Thai Epoxy and Allied Products Company Limited, which is in the
process of liquidation. Of this, Baht 54.4 million is the return of the capital invested in that company and the balance of Baht 32.6 million
is a share of retained earnings from such investment. The Company presented the share of retained earnings as a part of other income
in the income statement for the year ended 30 September 2007.

On 25 September 2007, the Company purchased 19,200 additional ordinary shares of AV Cell Inc. for a total of CAD 3.2 million, or
equivalent to approximately Baht 110 million. Following the purchase, the Company’s interest in the share capital of this company has

increased from 16.67% to 19.00%.

11. PROPERTY, PLANT AND EQUIPMENT
(Unit : Baht)
Buildings Machinery Furniture,
and and factory fixtures and Computer Motor  Construction
Land improve- equipment office hardware vehicles  in progress Total
ment equipment

Cost
30 September 2006 50,025,325 362,538,679 1,845,426,556 37,764,369 12,980,844 27,783,225 556,933,509 2,893,452,507
Purchases 109,723,027 17,962,493 2,400,000 1,243,924 2,115,471 2,978,544 984,638,158 1,121,061,617
Disposals - (7,299,618)  (8,997,102) - (383,244) (1,886,916 - (18,566,880)
Transfer in/(Transfer out) - 112,522,996 1,026,749,342 - - - (1,139,272,338) -
30 September 2007 169,748,352 485,724,550 2,865,678,796 39,008,293 14,713,071 28,874,853 402,299,329 3,995,947,244
Accumulated depreciation
30 September 2006 - 232,133,862 1,627,712,049 36,266,908 10,200,506 19,926,193 - 1,926,239,518
Depreciation for the year - 16,364,956 136,293,210 531,985 1,405,192 2,805,328 - 157,400,671
Disposals - (6,800,353)  (8,992,402) - (383,029 (1,884,616) - (18,060,400)
30 September 2007 - 241,698,465 1,755,012,857 36,798,893 11,222,669 20,846,905 - 2,065,679,789
Net book value
30 September 2006 50,025,325 130,404,817 217,714,507 1,497,461 2,780,338 7,857,032 556,933,609 967,212,989
30 September 2007 169,748,352 244,026,085 1,110,565,939 2,209,400 3,490,402 8,027,948 402,299,329 1,930,367,455
Depreciation for the years ended 30 September
2006 80,493,365
2007 157,400,671
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As at 30 September 2007, certain plant and equipment items have been fully depreciated but are still in use. The original cost of those

assets amounted to approximately Baht 1,635 million (2006 : Baht 1,640 million).

12. STATUTORY RESERVE
Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve
at least 5 percent of its net income after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of
the registered capital. The statutory reserve is not available for dividend distribution.
13. NUMBER OF EMPLOYEES AND RELATED COSTS
2007 2006
Number of employees at end of year (persons) 865 793
Employee costs for the year (Million Baht) 406 372
14. PROMOTIONAL PRIVILEGES

The Board of Investment has granted the Company promotional privileges under the Investment Promotion Act B.E. 2520, in
accordance with certificates No.1779(2)/2548 for the manufacture of textile products and components. Subject to certain imposed
conditions, the privileges include the followings :-

14.1 Exemption from import duty on machinery as approved by the Board.

14.2  Exemption from corporate income tax on taxable profit from the promoted activities for a period of 3 years commencing as from
the date of first earning operating income (1 April 2007).

14.3  Dividends paid from the profits of promoted operations which are exempted from corporate income tax, are in turn exempted
from inclusion in the determination of corporate income tax.

14.4  Exemption from import duty on imported raw and essential materials used for manufacturing for export for a period of 1 year
commencing as from the first importation date.

145 Exemption from import duty on items which the promoted person imports for re-export for a period of 1 year commencing as
from the date of the first importation date.

The Company’s sales for the years ended 30 September 2007 and 2006 are below shown divided according to promoted and

non-promoted operations.
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(Unit : Baht)
Promoted operations Non-promoted operations Total
2007 2006 2007 2006 2007 2006
Sales
Domestic sales 177,817,201 - 3,303,205,459 2,819,347,635 3,481,022,660 2,819,347,535
Export sales 925,422,961 - 2,858,566,560 2,521,464,513 3,783,989,621 2,521,464,513
Total sales 1,103,240,162 - 6,161,772,019 5,340,812,048 7,265,012,181 5,340,812,048

Thai Rayon Public Company Limited -
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In addition, on 2 August 2007, the Company was granted promotional privileges by the Board of Investment for the manufacture of
Viscose Rayon Staple Fibre, pursuant to the promotion certificate No. 1752(2)/2550. Subject to certain imposed condition, the privileges
include an exemption from corporate income tax for a period of 3 years from the date the promoted operation commenced generating

revenues. As at 30 September 2007, the Company was in the process of constructing plant and machinery for the promoted operations.

15. BASIC EARNINGS PER SHARE

16.

17.

18.

19.

Basic earnings per share is calculated by dividing net income for the year by the weighted average number of ordinary shares in issue

during the year.

DIVIDENDS

During 2007, the Company paid dividend, in respect of earnings for the year ended 30 September 2006, of Baht 1.1 per share to the
Company’s shareholders, or a total of approximately Baht 222 million. This dividend payment was approved by the resolution of the
Annual General Meeting of Shareholders No. 14/2006 held on 30 January 2007.

During 2006, the Company paid dividend, in respect of earnings for the year ended 30 September 2005, of Baht 12 per share to the
Company’s shareholders, or a total of approximately Baht 242 million. This dividend payment was approved by the resolution of the

Annual General Meeting of Shareholders No. 13/2005 held on 30 January 2006.

FINANCIAL INFORMATION BY SEGMENT

The Company’s operations involve a single industry segment in the manufacture and distribution of viscose rayon staple fiber and
related by-products for both domestic and export markets. For the year ended 30 September 2006, export sales represented
approximately 52 percent (2006 : 47 percent) of total sales. The Company’s operations are carried on in a single geographic area in
Thailand. As a result, all of the revenues, earnings and assets as reflected in these financial statements pertain to the aforementioned

business segment and geographic area.

PROVIDENT FUND

The Company and its employees have jointly registered a provident fund scheme under Provident Fund Act. B.E. 2530. The fund is
contributed by both employees and the Company. The fund is managed by MFC Asset Management Public Company Limited and will be
paid to the employees upon termination in accordance with the rules of the Company’s staff provident fund. During the year ended 30

September 2007, amount of approximately Baht 8.4 million (2006 : Baht 8.3 million) was contributed to the fund by the Company.

COMMITMENTS AND CONTINGENT LIABILITIES
19.1 Capital commitments
As at 30 September 2007, the Company had capital commitments of approximately Baht 729 million (2006 : Baht 261.3
million), relating to the construction of factory buildings, and acquisition and installation of machinery and equipments.
19.2 Long-term service commitments
The Company has entered into a royalty agreement with an overseas company in 1987 under which the Company is provided
with technical assistance services and is obliged to pay a service fee, calculated at a percentage of sales, in accordance with the

basis and conditions stipulated in the agreement, to that company.

Thai Rayon Public Company Limited -
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19.3 Guarantees
19.3.1 Alexandria Fiber Co., S.A.E., an associated company in Egypt, entered into two credit facility agreements with two
foreign financial institutions to obtain various types of credit facilities from them, with respective maximum credit line of
not exceeding USD 36.6 million and USD 8 million, respectively. The Company has issued undertakings for a maximum
limit of totaling USD 6.3 million to the lending financial institutions for this associated company.
19.3.2 As at 30 September 2007, there were outstanding bank guarantees of approximately Baht 21.8 million (2006 : Baht 17.3
million) issued by the banks on behalf of the Company in respect of certain performance bonds as required in the normal

course of business.

20. FINANCIAL INSTRUMENTS
20.1  Financial risk management

The Company’s financial instruments, as defined under Thai Accounting Standard No. 48 “Financial Instruments: Disclosure
and Presentations™, principally comprise cash and cash equivalents, trade accounts receivable, loans, investments and bank
overdrafts. The financial risks associated with these financial instruments and how they are managed is described below.
Credit risk

The Company is exposed to credit risk primarily with respect to trade accounts receivable, loans and other receivable. The
Company manages the risk by adopting appropriate credit control policies and procedures and therefore does not expect to incur
material financial losses. In addition, the Company does not have high concentration of credit risk since it has a large customer
base. The maximum exposure to credit risk is limited to the carrying amounts of receivables, loans and other receivables as
stated in the balance sheet.
Interest rate risk

The Company’s exposure to interest rate risk relates primarily to its cash at banks, short-term investments, loans and bank
overdrafts. However, since most of the Company’s financial assets and liabilities bear floating interest rates or fixed interest rates
which are close to the market rate, the interest rate risk is expected to be minimal.

Significant financial assets and liabilities as at 30 September 2007 classified by type of interest rates are summarised in the
table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date,

or the repricing date if this occurs before the maturity date.
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Fixed interest rates

Within Over Floating Non- interest
1 year 1-5 years 5 years interest rate  bearing Total Interest rate
(Million Baht) (% p.a.)
Financial Assets
Cash and cash equivalent 2,263.8 - - 63.4 0.4 2,327.6 3.00 - 4.50
Short-term investments 378.3 - - - - 378.3 3.75 - 4.40
Trade accounts receivable - - - - 1,125.6 1,125.6 -
Long-term loan to related party - 153.0 - - - 153.0 6.00
2,642.1 153.0 - 63.4 1,126.0 3,984.5
Financial liabilities
Bank overdrafts - - - 3.7 - 3.7 MOR
Trade accounts payable - - - - 195.2 195.2 -
- - - 3.7 195.2 198.9

Foreign currency risk

The Company’s exposure to foreign currency risk arises mainly from trading transactions, investments in overseas associated
and related companies and lendings that are denominated in foreign currencies. The Company seeks to reduce this risk by
entering into forward exchange contracts when it considers appropriate. Generally, the forward contracts mature within one year.

The balances of financial assets and liabilities denominated in foreign currencies as at 30 September 2007 are summarised below.

Financial Financial Average exchange rate g

Foreign currency assets liabilities as at 30 September 2007 g
(Million) (Million) (Baht per 1 foreign currency unit) g

o

US dollar 81.0 12 34.2635 3
Euro - 0.1 48.5386 g
Indonesian rupiah 98,671.1 - 3.7839 (per 1,000 IDR) .Z
Canadian dollar 14.3 - 34.2417 j%:
Egyptian pound 25.2 - 5.8931 2
RMB 72.0 . 45638 E
KIP 28,228.3 - 0.0036 *
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Foreign exchange contracts outstanding at 30 September 2007 are summarised below.

Contractual exchange rate

Foreign currency Bought amount Sold amount Bought Sold
(Million) (Million) (Baht per 1 foreign currency unit)
US dollar 4.7 - 34.36 - 36.02 -
Euro 0.4 - 46.33 - 46.98 -

20.2  Fair values of financial instruments
Since the majority of the Company’s financial instruments are short-term in nature or bear floating interest rates, their fair
value is not expected to be materially different from the amounts presented in the balance sheets.
A fair value is the amount for which an asset can be exchanged or a liability settled between knowledgeable, willing parties
in an arm’s length transaction. The fair value is determined by reference to the market price of the financial instrument or by using

an appropriate valuation technique, depending on the nature of the instrument.

21. RECLASSIFICATION

22. APPROVAL OF FINANCIAL STATEMENTS

Certain amounts in the financial statements for the year ended 30 September 2006 have been reclassified to conform to the current

year’s classifications, with no effect on previously reported net income or shareholders' equity.

These financial statements were authorised for issue by the Company’s authorised directors on 19 November 2007.
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MAJOR SHAREHOLDERS

List of Top 10 Major Shareholders (Source : Share Registrar as of September 30, 2007)

No. Name of Shareholders Nationality Type of Business No. of Shares % of Total
Shares
1. Asseau Company Limited British Virgin Island  Investment company 33,682,850 16.66
2. Wholton Company Limited British Virgin Island  Investment company 22,165,700 10.99
3. Hart Global Limited Mauritian Investment company 21,600,000 10.71
4, Thailand Securities Depository Co., Ltd. Thai Security Custodian 20,713,360 10.28
for Depositor
5. Grasim Industries Limited Indian Rayon Manufacturer 13,988,670 6.94
6. Thai Industrial Management & Trading Co., Ltd. Thai Investment company 9,738,500 4.83
7. Rama Trading Co.,Ltd. Thai Investment company 6,180,680 3.07
8. Ms. Narinthip Thakral Thai Personal Business 5,892,040 2.92
9. Mrs. Rachani Kajiji Thai Personal Business 4,671,690 2.32
10. Mr. Amorn  Panichkiwulkosil Thai Personal Business 3,640,740 1.81

DIVIDEND PAYMENT POLICY

According to the cash profit generated after considering appropriately the requirement of funds for business and investments.
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GENERAL INFORMATION

Company Name
Initial & Listing
Websites

Registration Number
Registered Capital
Paid-up Capital

Type of Business
Production Capacity

Products

Applications

Location

No of Employees
(As of 30/09/07)

Other References

Share Registrar

Auditor

Thai Rayon Public Company Limited
“TR” - Listed on Stock Exchange of Thailand

www.thairayon.com; www.birlavsf.com; www.adityabirla.com

0107536001125
Baht 201,600,000.00 (201,600,000 shares) at par value of Baht 1 each
Baht 201,600,000.00 (201,600,000 shares) at par value of Baht 1 each

Manufacturer of Viscose Rayon Staple Fiber & Anhydrous Sodium Sulphate
Viscose Rayon Staple Fiber - 110,000 TPA and Sodium Sulphate - 85,000 TPA
Types - Viscose Fiber, Modal Fiber

Length - 32 MM to 120 MM

Lustre - Bright Bleach, Semi-Dull, Full-Dull

Denier- 0.9 to 5.5

VRSF - Textile and Non-Woven segments

Sodium Sulphate - Detergent, Glass, Pulp manufacturing & textile industries

Head Office :

888/160-1 Mahatun Plaza Building, 16th Floor Ploenchit Road, Lumpini, Pathumwan, Bangkok 10330
Telephone: 0-2253-6745 Facsimile: 0-2254-3181

Factory :

36 Moo 2, Ayuthaya-Angthong Highway, Tambol Posa, Amphur Muang, Angthong 14000
Telephone: 0-3561-1227-30 Facsimile: 0-3561-1908

865 persons

Thailand Securities Depository Company Limited
62 Ratchadapisek Road, Klongtoey, Bangkok 10110
Telephone: 0-2359-1200-1 Facsimile: 0-2359-1259
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Ernst & Young Office Limited
33rd Floor, Lake Rajada Office Complex, 193/136-137 Rajadapisek Road, Bangkok 10110
Telephone: 0-2264-0777 Facsimile: 0-2661-9192
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Aditya Birla Chemicals (Thailand) Ltd.
Alexandria Fiber Co., S.A.E.

AV Cell Inc.

AV Nackawic Inc.

Birla Jingwei Fibres Co., Ltd.

Birla Lao Pulp & Plantations Co., Ltd.
PT. Indo Liberty Textile

Indo-Thai Synthetics Co., Ltd.

Thai Acrylic Fibre Co., Ltd.

Thai Carbon Black Public Co.,Ltd.

Thai Epoxy & Allied Products Co., Ltd.
Thai Polyphosphate & Chemicals Co., Ltd.
Thai Peroxide Co., Ltd.

Board of Directors

Canadian Dollars

Construction All Risk Insurance
Capital Expenditure

Carbon Disulphide

Environment Impact Assessment
Effluent Treatment Plant
Environmental Management System
Foreign Direct Investment

Generally Accepted Accounting Principles
Gross Domestic Product

Sulphuric Acid

Indonesian Rupiah

International Standard Organization
Egyptian Pound

MultiFiber Agreement

Murata Vortex Spinning

Millimetre

Research & Development

The Securities & Exchange Commission
The Stock Exchange of Thailand
Ton per annum

Ton per day

Total Productive Maintenance
Viscose Rayon Staple Fibre

World Trade Organization
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