(Unaudited but reviewed)


Thai Rayon Public Company Limited 

Notes to interim financial statements

For the three-month and nine-month periods ended 30 June 2011
1.
General information

1.1
Corporate 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 factories are as follows:

Head office
: 
888/160-1 Mahatun Plaza Building, 16th Floor, Ploenchit Road, Lumpini, Patumwan, Bangkok.

Factory 1
: 
36 Moo 2 Ayuthaya-Angthong Highway, Posa, Muang, Angthong.
Factory 2
: 
19 Moo 7 Nhongplakadee Road, Nhongplamho, Nhongkhae, Saraburi.

1.2
Basis for the preparation of interim financial statements


These interim financial statements have been prepared in accordance with Accounting Standard No. 34 (revised 2007) “Interim Financial Reporting”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, and the statements of income, changes in shareholders’ equity and cash flows in the same format as that used for the annual financial statements.


The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements. 

The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.

1.3
Adoption of new accounting standards 

During the current period, the Federation of Accounting Professions issued the following new and revised accounting standards which are not effective for the current financial year:

	

	
	Effective date

	TAS 16 (revised 2009)
	Property, Plant and Equipment
	1 January 2011

	TAS 18 (revised 2009)
	Revenue
	1 January 2011

	TAS 19
	Employee Benefits
	1 January 2011

	TAS 21 (revised 2009)
	The Effects of Changes in Foreign Exchange Rates
	1 January 2013

	TAS 26
	Accounting and Reporting by Retirement Benefit Plans
	1 January 2011

	TFRS 2
	Share-Based Payment
	1 January 2011

	SIC 10
	Government Assistance - No Specific Relation to Operating Activities
	1 January 2013

	TFRIC 15
	Agreements for the Construction of Real Estate
	1 January 2011

	SIC 21
	Income Taxes - Recovery of Revalued Non-Depreciable Assets
	1 January 2013

	SIC 25
	Income Taxes - Changes in the Tax Status of an Entity or its Shareholders
	1 January 2013

	SIC 31
	Revenue - Barter Transactions Involving Advertising Services
	1 January 2011


The management of the Company has assessed the effect of these accounting standards and believes that these standards will not have any significant impact on the financial statements for the year in which they are initially applied. This excludes TAS 16 (revised 2009), TAS 19 and TAS 21 (revised 2009) for which management is still evaluating the first-year impact to the financial statements, and has yet to reach a conclusion.
1.4
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 30 September 2010.

2.
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 3 months past due.

Balance of the trade accounts receivable as at 30 June 2011 included trade accounts receivable discounted with banks amounting to Baht 197.9 million (30 September 2010: Baht 59.6 million).
3.
Related party transactions

 
During the periods, the Company had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and those related parties.
	(Unit: Million Baht)

	
	
	For the three-month periods
	For the nine-month periods

	
	Pricing policy
	ended 30 June 
	ended 30 June 

	
	
	2011
	2010
	2011
	2010

	Transactions with associated companies
	
	
	
	
	

	Sales of goods
	With reference to market prices
	10
	-
	46
	14

	Dividend income
	By resolution of the meeting of shareholders
	74
	119
	149
	119

	Interest income
	2.5 percent per annum
	5
	-
	5
	-

	Other income
	By mutual agreement
	-
	-
	2
	2

	Purchases of raw materials
	With reference to market prices
	194
	143
	548
	442

	Other expenses
	By mutual agreement
	-
	-
	1
	-

	Transactions with related companies
	
	
	
	
	

	Sales of goods
	With reference to market prices
	480
	557
	1,651
	1,657

	Dividend income
	By resolution of the meeting of shareholders
	-
	4
	-
	4

	Interest income
	6 percent per annum
	2
	2
	6
	7

	Purchases of raw materials
	With reference to market prices
	384
	566
	1,207
	1,235

	Other expenses
	By mutual agreement
	-
	-
	-
	2

	Transactions with directors
	
	
	
	
	

	Advisory fees and other expenses
	By mutual agreement
	3
	3
	9
	11


The balances of the accounts as at 30 June 2011 and 30 September 2010 between the Company and those related companies are as follows:

	
	(Unit: Thousand Baht)

	
	30 June 2011
	30 September 2010

	
	
	(Audited)

	Trade accounts receivable - related parties 
	
	

	Associated company
	
	

	   - Aditya Birla Chemicals (Thailand) Ltd.
	11,104
	13,459

	Related companies
	
	

	   - Indo-Thai Synthetics Co., Ltd.
	390,060
	416,968

	   - Indophil Textile Mills, Inc.
	89,675
	65,643

	   - PT Elegant Textile Industry
	63,852
	11,404

	   - AV Nackawic Inc.
	5,951
	-

	Total
	560,642
	507,474

	
	
	

	Amounts due from related parties
	
	

	Associated companies
	
	

	   - Thai Carbon Black Plc.
	810
	4,189

	   - Aditya Holding AB
	4,931
	-

	Related companies
	
	

	   - Indo-Thai Synthetics Co., Ltd.
	-
	14

	   - AV Cell Inc.
	6,337
	-

	Total
	12,078
	4,203

	
	
	

	Long-term loan to related party
	
	

	Related company
	
	

	   - AV Cell Inc.
	140,018
	130,927

	Total
	140,018
	130,927

	
	
	

	Trade accounts payable - related parties
	
	

	Associated companies
	
	

	   - Thai Carbon Black Plc.
	57,237
	109,920

	   - Aditya Birla Chemicals (Thailand) Ltd. 
	6,357
	257

	Related companies
	
	

	   - AV Nackawic Inc.
	-
	62,696

	   - AV Cell Inc.
	58,998
	81,634

	   - Grasim Industries Limited 
	510
	799

	   - PT Sunrise Bumi Textiles
	-
	26

	Total
	123,102
	255,332

	
	
	

	Amounts due to related parties
	
	

	Related companies
	
	

	   - Birla Management Centre Service Ltd.
	162
	115

	   - Thai Peroxide Co., Ltd.
	3
	14

	Total
	165
	129

	
	
	



During the nine-month period ended 30 June 2011, movements of loans to related parties were as follows:
	(Unit: Thousand Baht)

	
	
	During the period
	

	
	Balance
	
	Unrealised
	Balance

	
	as at
	
	gain on
	as at 

	
	30 September 2010
	Increase
	Decrease
	exchange rate
	30 June 2011

	Short-term loan to related party
	
	
	
	
	

	Associated company
	
	
	
	
	

	   - Aditya Holding AB
	-
	915,800
	(915,800)
	-
	-

	Long-term loan to related party
	
	
	
	
	

	Related company
	
	
	
	
	

	   - AV Cell Inc.
	130,927
	-
	-
	9,091
	140,018


Guarantee obligations with related parties

The Company has outstanding guarantee obligations with its related parties, as described in Note 13.5 a) and b) to the financial statements.

4.
Inventories 

 
During the current period, the Company set an allowance for diminution in value of raw materials of approximately Baht 28.7 million.
5.
Investments in associated companies


These represent investments in ordinary shares of the following associated companies:

	(Unit: Thousand Baht)

	
	Nature of business
	Paid up capital
	Shareholding percentage
	Financial statements in which                   the equity method is applied
	Separate financial statements 

	
	
	30 June 

2011
	30 September  2010
	30 June 

2011
	30 September  2010
	30 June 

2011
	30 September  2010
	30 June 

2011
	30 September  2010

	
	
	
	
	(%)
	(%)
	
	(Audited)
	
	(Audited)

	PT Indo Liberty Textiles


(Registered in Indonesia)
	Manufacture of synthetic yarn
	IDR 42,549 million
	IDR 42,549 million
	40.00


	40.00
	441,577
	369,641
	197,909
	197,909

	Aditya Birla Chemicals (Thailand) Ltd.     
	Manufacture of chemical products
	Baht 1,700 million
	Baht 1,700 million
	29.98
	29.98
	2,120,783
	1,941,861
	509,606
	509,606

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of  acrylic fiber
	Baht 713 million
	Baht 713 million
	30.00
	30.00
	981,743
	890,538
	407,215
	407,215

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Baht 300 million
	Baht 300 million
	24.98
	24.98
	2,409,791
	2,295,146
	236,337
	236,337

	Thai Polyphosphate and Chemicals Co., Ltd.
	Investment holding company
	Baht 125 million
	Baht 125 million
	49.00
	49.00
	1,744,432
	1,587,670
	64,063
	64,063

	Birla Lao Pulp & Plantations Ltd. 


(Registered in the Lao PDR)
	Manufacture of pulp
	USD 30 million
	USD 25 million
	30.00
	30.00
	270,710
	224,766
	302,912
	257,455

	Birla Jingwei Fibres Co., Ltd.

   (Registered in the People’s Republic of China)
	Manufacture of viscose staple fiber
	RMB 369 million
	RMB 369 million
	49.50
	49.50
	685,427
	715,498


	914,496


	914,496



	Aditya Holding AB
   (Registered in Sweden)
	Investment holding company
	SEK 114 million
	-
	33.33
	-
	2,202,630
	-

	1,824,238
	-


	Total investments in associated companies
	
	
	
	
	
	10,857,093
	8,025,120
	4,456,776
	2,587,081


As at 30 June 2011, the fair value of investment in Thai Carbon Black Plc., a listed company on the Stock Exchange of Thailand, amounted to approximately Baht 2,079.5 million (30 September 2010: Baht 2,416.7 million).
In March 2011, the Company invested an additional USD 1.5 million in ordinary shares of Birla Lao Pulp & Plantations Ltd. (1,500 ordinary shares of USD 1,000 each), or equivalent to approximately Baht 45.5 million, in order to maintain the Company’s shareholding in this company at 30 percent. As a result, as at 30 June 2011, the Company had investment of USD 9.0 million in the ordinary shares of this company (9,000 ordinary shares of USD 1,000 each), equivalent to approximately Baht 302.9 million.
Shares of income from PT Indo Liberty Textiles, Thai Acrylic Fibre Co., Ltd. and Birla Lao Pulp & Plantations Ltd. for the three-month and nine-month periods ended            30 June 2011 totaling Baht 39.8 million and Baht 147.0 million, respectively, were determined based on the financial statements prepared by their management, which statements are being reviewed by their auditors.
On 31 March 2011, a meeting of the Company’s Board of Directors resolved to acquire a 50% interest in Domsjo Fabriker Holding AB, a leading Swedish bio-refinery and speciality cellulose company through one or more special purpose vehicles (SPVs) to be formed in Sweden. The first of two SPVs formed for this investment, Aditya Holding AB (formerly known as Goldcup 6490 AB), was established with 50% equity participation by the Company and the remaining 50% held by PT Indo Bharat Rayon (IBR). Aditya Holding AB acquired 100% equity participation in the second SPV, Aditya Group AB (formerly known as Goldcup 6538 AB). In April 2011, the Company and IBR each invested SEK 380 million (Baht 1,824 million) as equity in Aditya Holding AB. The Company and IBR also extended loans of SEK 190 million (Baht 916 million) each to this SPV. Aditya Holding AB invested SEK 1,140 million in Aditya Group AB, who entered into the Share Transfer Agreement with the shareholders of Domsjo Fabriker Holding AB. Subsequently, Aditya Holding AB requested the Company and IBR to convert the loan to equity, thereby proposing to increase share capital from SEK 760 million to SEK 1,140 million, but a meeting of the Company’s Board of Directors held on 3 May 2011 resolved that the Company would not convert the loan to equity. It was also decided that Aditya Holding AB may approach any other party for the equity injection of around SEK 380 million, which will be utilised to repay the loans of the Company and IBR. Subsequently, in June 2011  Aditya Holding AB offered additional share capital of SEK 380 million to Grasim Industries Limited, and the Company’s stake in Aditya Holding AB therefore reduced from 50% to 33.33%. On 14 June 2011, Aditya Holding AB repaid the loan to the Company in full.
6.
Other long-term investments

	
	(Unit: Thousand Baht)

	
	Financial statements in which the equity method is applied
	Separate financial statements 

	
	30 June
	30 September
	30 June
	30 September

	
	2011
	2010
	2011
	2010

	
	
	(Audited)
	
	(Audited)

	Investment in available-for-sale securities
	
	
	
	

	Global Depository Receipts (GDRs)
	
	
	
	

	Grasim Industries Limited
	54,700
	54,700
	54,700
	54,700

	UltraTech Cement Limited
	71,832
	71,832
	71,832
	71,832

	
	126,532
	126,532
	126,532
	126,532

	Add: Unrealised gain from changes in fair value of investment
	565,080
	604,494
	565,080
	604,494

	
	691,612
	731,026
	691,612
	731,026

	Investments in securities held to maturity
	
	
	
	

	Debentures
	
	
	
	

	ICICI Bank Limited
	9,499
	10,018
	9,499
	10,018

	Investment units
	
	
	
	

	K Indian Fixed Income 2 Years A fund
	25,000
	25,000
	25,000
	25,000

	
	34,499
	35,018
	34,499
	35,018

	General investments 
	
	
	
	

	Ordinary shares
	
	
	
	

	Indo-Thai Synthetics Co., Ltd.
	42,174
	42,174
	42,174
	42,174

	AV Cell Inc.
	203,917
	203,917
	203,917
	203,917

	AV Nackawic Inc.
	341,589
	341,589
	341,589
	341,589

	Alexandria Fiber Co., S.A.E. 
	166,335
	166,335
	266,794
	266,794

	Others
	20
	20
	20
	20

	Preference shares
	
	
	
	

	Thai Peroxide Co., Ltd. 
	6,500
	6,500
	6,500
	6,500

	AV Nackawic Inc.
	82,174
	82,174
	82,174
	82,174

	
	842,709
	842,709
	943,168
	943,168

	Total other long-term investments
	1,568,820
	1,608,753
	1,669,279
	1,709,212


7.
Property, plant and equipment
 
Movements of the property, plant and equipment account during the nine-month period ended 30 June 2011 are summarised below.

	
	Thousand Baht

	Net book value as at 30 September 2010 (Audited)
	3,481,167

	Acquisitions during period - at cost
	139,956

	Disposals during period - net book value at disposal date
	(7)

	Depreciation for period
	(435,197)

	Net book value as at 30 June 2011
	3,185,919


8.
Short-term loans from financial institutions
	(Unit: Thousand Baht)

	
	Interest rate
	

	
	30 June
2011
	30 September 2010
	30 June
2011
	30 September 2010

	
	(Percent per annum)
	(Percent per annum)
	
	(Audited)

	Short-term loan from financial institution
	0.85
	0.85
	217,157
	213,905

	Accounts payable - factoring
	0.95 - 1.67
	0.95
	197,878
	59,567

	Total
	
	
	415,035
	273,472


Short-term loan from financial institution as at 30 June 2011 and 30 September 2010 represented US dollar loan of USD 7.0 million, which is repayable at call.
9.
Corporate income tax

 
Corporate income tax is calculated on net income of non-promoted activities for the period, after adding back expenses and deducting income which are disallowable for tax computation purposes, using the estimated effective tax rate for the year.

10.
Basic earnings per share


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

11.
Dividends
On 28 January 2011, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 1.75 per share, or a total Baht 352.80 million, to the shareholders from the earnings for the year ended 30 September 2010. 

On 28 January 2010, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 1.00 per share, or a total Baht 201.60 million, to the shareholders from the earnings for the year ended 30 September 2009. 
12.
Financial information by segment


The Company’s operations involve a single industry segment in the manufacture and distribution of viscose rayon staple fibre and related by-products for both domestic and export markets. For the three-month and nine-month periods ended 30 June 2011, export sales represented approximately 67 percent and 64 percent (2010: 61 percent and 60 percent) of total sales, respectively. The Company’s operations are carried on in a single geographic area in Thailand. As a result, all of the revenues, income and assets as reflected in these financial statements pertain to the aforementioned business segment and geographic area.

13.
Commitments and contingent liabilities

13.1
Capital commitments


As at 30 June 2011, the Company had capital commitments of approximately Baht 5.9 million (30 September 2010: Baht 48.8 million) relating to the construction of factory buildings, acquisition and installation of machinery and equipment.
13.2
Long-term Pulp Purchase agreements

The Company entered into the Pulp Purchase Agreement with an overseas company for the procurement of up to 75,000 metric tons of pulp per year, at prices to be determined in accordance the provisions of the agreement, which is for a period of 5 years commencing from 1 June 2009.

In addition, the Company entered into the Pulp Purchase Agreements with two overseas related companies for the procurements of up to 48,000 and 15,000 metric tons of pulp per year, at prices to be determined in accordance the provisions of the agreements, which are for a period of 5 years commencing from 1 April 2010.
13.3
Long-term Electricity Purchase agreement

In October 2010, the Company entered into the Electricity Purchase Agreement with Combined Heat and Power Co., Ltd. for the procurement of 1.1 MW of electricity per hour, at prices to be determined in accordance the provisions of the agreement. The agreement is for a period of 15 years, commencing from the date of commencement of commercial operations of Combined Heat and Power Co., Ltd. which is expected to occur in September 2013.
13.4
Long-term service agreement

In 1987, the Company entered into a royalty agreement with an overseas company, who agreed to provide, among other things, technical know-how and assistance relating to the manufacture of rayon staple fibre and allied products to the Company for a fee calculated at a percentage of product sales. The agreement will expire on          31 March 2014. 
13.5
Guarantees

a)
Alexandria Fiber Co., S.A.E., a related company in Egypt, entered into two credit facility agreements with two foreign financial institutions to obtain various types of credit facilities from them, with a maximum credit line of not exceeding USD 36.6 million and USD 8.0 million, respectively. The Company has issued undertakings for a maximum limit of totaling USD 4.6 million (30 September 2010: USD 4.6 million) to the lending financial institutions for this related company.
b)
As at 30 June 2011, the Company has provided guarantee worth USD 15.0 million for 3-year loan facilities from a financial institution that were obtained by Birla Jingwei Fibres Co., Ltd, an associated company. This guarantee will terminate in December 2013.  
c)
As at 30 June 2011, there were outstanding bank guarantees of approximately Baht 17.3 million (30 September 2010: Baht 16.2 million) issued by the banks on behalf of the Company in respect of certain performance bonds as required in the normal course of business.
14.
Foreign currency - denominated assets and liabilities

Below is a summary of foreign currency-denominated assets and liabilities as at         30 June 2011. 

	
	
	
	Average exchange rate

	Foreign currency
	Assets
	Liabilities
	as at 30 June 2011

	
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	50.2
	10.4
	30.69780

	Euro
	1.9
	0.3
	44.44845

	Indonesian rupiah
	143,182.5
	-
	0.00354

	Indian rupee
	-
	0.2
	0.67255

	Canadian dollar
	23.7
	-
	31.70880

	Swedish krona
	457.3
	-
	4.85110

	Egyptian pound
	25.2
	-
	5.15025

	Renminbi
	147.3
	-
	4.75110

	Kip
	71,239.4
	-
	0.00385


Foreign exchange contracts outstanding at 30 June 2011 are summarised below.

	Foreign currency
	Sold amount
	Contractual exchange rate

	
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	71.7
	29.9750 - 32.6200

	Euro
	3.0
	42.7308 - 44.0300


15.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 10 August 2011.
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