(Unaudited but reviewed)


Thai Rayon Public Company Limited 

Notes to interim financial statements

For the three-month period ended 30 June 2012
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
Change accounting period
On 26 December 2011, the Annual General Meeting of the Company’s shareholders passed a resolution to change the Company’s fiscal year-end date from 30 September to 31 March, commencing from the period ended 31 March 2012. 

1.3
Basis for the preparation of interim financial statements


These interim financial statements have been prepared in accordance with Thai Accounting Standard No. 34 (revised 2009) “Interim Financial Reporting”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, income, comprehensive 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.
1.4
New accounting standard issued during the period not yet effective


During the period, the Federation of Accounting Professions issued new Thai Financial Reporting Standards No. 8 "Operating Segments" that is effective for fiscal years beginning on or after 1 January 2013.


The management of the Company believe that the above accounting standard will not has any significant impact on the financial statements when it is initially applied.
1.5

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 six-month period ended 31 March 2012, except for the following change in accounting estimation.


Change in accounting estimation

To comply with the TAS 16 (revise 2009), during the current period the Company changed accounting estimate of useful life of assets based on life of individual components by extending the useful life of machinery and equipment from 5 and 10 years to 5 to 25 years, taking into account technical aspect and appropriate maintenance. The change became effective immediately from 1 April 2012 onwards. The change has the effect of decreasing depreciation expense for the three month period ended 30 June 2012 by Baht 46 million (0.23 Baht per share).
2.
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

	
	Pricing policy
	ended 30 June 

	
	
	2012
	2011

	Transactions with associates 
	
	
	

	Sales of goods
	With reference to market prices
	141
	10

	Dividend income
	By resolution of the meeting of shareholders
	74
	74

	Interest income
	2.5 percent per annum
	-
	5

	Other income
	By mutual agreement
	1
	-

	Purchases of raw materials
	With reference to market prices
	130
	194

	
	
	
	

	
	
	
	

	Transactions with related companies
	
	
	

	Sales of goods
	With reference to market prices
	271
	480

	Interest income
	6 percent per annum
	2
	2

	Purchases of raw materials
	With reference to market prices
	255
	384

	Transactions with directors
	
	
	

	Advisory fees and other expenses
	By mutual agreement
	1
	3


The balances of the accounts as at 30 June 2012 and 31 March 2012 between the Company and those related parties are as follows:

	
	(Unit: Thousand Baht)

	
	30 June 2012
	31 March 2012

	
	
	(Audited)

	Trade and other receivables - related parties (Note 3) 
	
	

	   Associates
	162,763
	197,708

	   Related companies (related by common directors or shareholders)
	255,664
	311,179

	Total trade and other receivables - related parties
	418,427
	508,887

	Trade and other payables - related parties (Note 8)
	
	

	   Associates
	82,212
	60,464

	   Related companies (related by common directors or shareholders)
	57,664
	63,752

	Total trade and other payables - related parties
	139,876
	124,216


Long-term l
oans to related parties

During the three-month period ended 30 June 2012, movements of long-term loans to related parties were as follows:

	(Unit: Thousand Baht)

	Loans to
	Related by
	Balance

as at

1 April 2012
	Increase during the period
	Decrease during the period
	Unrealised loss on exchange
	Balance

as at

30 June 2012

	
	
	
	
	
	
	

	AV Cell Inc.
	Common directors
	137,653
	-
	-
	(176)
	137,477

	Director
	The Company’s director
	20,640
	-
	(645)
	-
	19,995

	Total 
	
	158,293
	-
	(645)
	(176)
	157,472 


Directors and management’s benefits

 
For the three-month periods ended 30 June 2012 and 2011, the Company had employee benefit expenses of directors and management as below.

	
	(Unit: Thousand Baht)

	
	2012
	2011

	Short-term employee benefits
	6,905
	6,476

	Post-employment benefits
	313
	98

	Total
	7,218
	6,574


Guarantee obligations with related parties

Referring to details in Note 26.6 a) and b) to the financial statements for the six-month period ended 31 March 2012, the Company has guaranteed credit facilities to two related parties. During the current period, there is no change in such facility guarantees.
3.
Trade and other receivables 

	
	(Unit: Thousand Baht)

	
	30 June 2012
	31 March 2012

	
	
	(Audited)

	Trade receivables
	
	

	· Related parties
	409,682
	501,317

	· Unrelated parties
	642,059
	734,179

	Total trade receivables
	1,051,741
	1,235,496

	Other receivables
	
	

	· Amount due from related parties
	6,688
	7,570

	· Interest receivable - related parties
	2,057
	-

	· Interest receivable 
	33,902
	16,198

	· Dividend receivable
	1,686
	59,950

	Total other receivables
	44,333
	83,718

	Total trade and other receivables 
	1,096,074
	1,319,214


As at 30 June 2012 and 31 March 2012 most of the trade receivables were within the credit terms and no receivables were more than 3 months past due.


Balance of the trade receivables as at 30 June 2012 included trade receivables discounted with banks amounting to Baht 454 million (31 March 2012: Baht 358 million).

4.
Investments in associates

These represent investments in ordinary shares of the following associate:
	(Unit: Thousand Baht)

	
	Financial statements 

in which the equity 

method is applied
	Separate financial statements
	Dividend income for the            three-month periods

 ended 30 June

	
	30 June 

2012
	31 March 

2012
	30 June 

2012
	31 March 

2012
	2012
	2011

	
	
	(Audited)
	
	(Audited)
	
	

	PT Indo Liberty Textiles


(Registered in Indonesia)
	443,825
	453,133
	197,909
	197,909
	1,686
	1,718

	Aditya Birla Chemicals (Thailand) Ltd.     
	2,236,402
	2,237,772
	509,606
	509,606
	50,961
	50,961

	Thai Acrylic Fibre Co., Ltd.
	908,943
	920,343
	407,215
	407,215
	21,373
	21,373

	Thai Carbon Black Plc.
	2,391,130
	2,382,741
	236,337
	236,337
	-
	-

	Thai Polyphosphate and Chemicals Co., Ltd.
	1,857,322
	1,824,951
	64,063
	64,063
	-
	-

	Birla Lao Pulp & Plantations Ltd. 


(Registered in the Lao PDR)
	361,057
	308,635
	397,037
	349,285
	-
	-

	Birla Jingwei Fibres Co., Ltd.

 
(Registered in the People’s Republic of China)
	662,093
	362,791
	1,271,547
	914,496
	-
	-

	Aditya Group AB


(Registered in Sweden)
	1,897,155
	2,014,873
	1,824,238
	1,824,238
	-
	-

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi


(Registered in Turkey)
	352,824
	347,543
	330,200
	330,200
	-
	-

	Total investments in associates
	11,110,751
	10,852,782
	5,238,152
	4,833,349
	74,020
	74,052


As at 30 June 2012, the fair value of investment in Thai Carbon Black Plc., a listed company on the Stock Exchange of Thailand, amounted to approximately Baht 1,930 million (31 March 2012: Baht 1,806 million).

Shares of loss from PT Indo Liberty Textiles, Thai Acrylic Fibre Co., Ltd., Birla Lao Pulp & Plantations Ltd. and Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi for the three-month period ended 30 June 2012 totaling Baht 2 million were determined based on the financial statements prepared by their management, which statements are being reviewed by their auditors.
During the six-month period ended 31 March 2012, Aditya Group AB completed the fair value assessment of the identifiable assets and liabilities of its acquires from the acquisition of Domsjo Fabriker Holding AB in April 2011. The Company has restated the financial statements in which the equity method is applied for the three-month period ended 30 June 2011 to reflect the changes in the fair values of these acquires’ identifiable assets and liabilities. The amounts of the adjustments affecting the financial statements in which the equity method is applied for the three-month period ended 30 June 2011 are summarised below.

	
	Thousand Baht

	Income statements/Statements of comprehensive income
	

	Decrease in share of income from investments in associates
	(46,775)

	Decrease in profit for the period
	(46,775)

	Decrease in other comprehensive income
	(755)

	Decrease in total comprehensive income
	(47,530)

	Decrease in basic earnings per share (Baht per share)
	(0.24)


During the current period, the Company invested an additional RMB 72 million in ordinary shares of Birla Jingwei Fibres Co., Ltd., or equivalent to approximately Baht 357 million, in order to maintain the Company’s shareholding in this company at 49.5 percent. As a result, as at 30 June 2012, the Company had investment of RMB 255 million in the ordinary shares of this company, equivalent to approximately Baht 1,272 million. 

During the current period, 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 48 million, in order to maintain the Company’s shareholding in this company at 30 percent. As a result, as at 30 June 2012, the Company had investment of USD 12 million in the ordinary shares of this company (12,000 ordinary shares of USD 1,000 each), equivalent to approximately Baht 397 million. 
5.
Other long-term investments

	
	(Unit: Thousand Baht)

	
	Financial statements 

in which the equity method is applied
	Separate financial statements

	
	30 June 2012
	31 March 2012
	30 June 2012
	31 March 2012

	
	
	(Audited)
	
	(Audited)

	Investments 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 gains from changes in fair value of investments
	637,415
	677,179
	637,415
	677,179

	
	763,947
	803,711
	763,947
	803,711

	Investments in securities held to maturity
	
	
	
	

	Debentures
	
	
	
	

	ICICI Bank Limited
	9,789
	9,483
	9,789
	9,483

	Investment units
	
	
	
	

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

	
	34,789
	34,483
	34,789
	34,483

	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
	1,641,445
	1,680,903
	1,741,904
	1,781,362


During the three-month period ended 30 June 2011, the Company received dividend income from its investment in Indo-Thai Synthetics Co., Ltd. totaling Baht 0.2 million. 

6.
Property, plant and equipment
 
Movements of the property, plant and equipment account during the three-month period ended 30 June 2012 are summarised below.

	
	Thousand Baht

	Net book value as at 1 April 2012 
	2,993,093

	Acquisitions during period - at cost
	122,596

	Depreciation for the period
	(91,757)

	Net book value as at 30 June 2012
	3,023,932


7.
Short-term loans from financial institutions

	(Unit: Thousand Baht)

	
	Interest rate
	

	
	30 June             2012
	31 March 2012
	30 June         2012
	31 March 2012

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

	Short-term loans from financial institution
	0.85
	0.85
	223,756
	216,919

	Accounts payable - factoring
	1.30 - 1.42
	1.30 - 1.60
	453,879
	357,878

	Total
	
	
	677,635
	574,797


Short-term loans from financial institution as at 30 June 2012 and 31 March 2012 represented US dollar loan of USD 7 million, which are repayable at call.
8.
Trade and other payables 

	
	(Unit: Thousand Baht)

	
	30 June 2012
	31 March 2012

	
	
	(Audited)

	Trade payables - related parties
	138,236
	123,651

	Trade payables - unrelated parties
	414,605
	284,408

	Amounts due to related parties
	1,640
	565

	Accrued expenses
	159,947
	161,762

	Total trade and other payables
	714,428
	570,386


9.
Corporate income tax

 
Corporate income tax is calculated on profit 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 profit for the period (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.
11.
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 period ended 30 June 2012, export sales represented approximately 80 percent (2011: 67 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, income and assets as reflected in these financial statements pertain to the aforementioned business segment and geographic area.

12.
Commitments and contingent liabilities

12.1
Capital commitments


As at 30 June 2012, the Company had capital commitments of approximately Baht 112 million relating to the construction of factory buildings, acquisition and installation of machinery and equipment.
12.2
Long-term Pulp Purchase agreements

The Company entered into the Pulp Purchase Agreement with an overseas company for the procurement of pulp at quantities and prices to be determined in accordance the provisions of the agreement, which is for a period of 5 years commencing from 1 July 2009.


In addition, the Company entered into the Pulp Purchase Agreements with three overseas related companies for the procurements of pulp at quantities and prices to be determined in accordance the provisions of the agreements, which are for periods of 5 years commencing from 1 April 2010 and 1 April 2012.

12.3
Long-term Caustic soda Purchase agreements


The Company has entered into an agreement to buy caustic soda from a local company at the quantity and price as stipulated in the agreement. The agreement will expire on 31 March 2015.
12.4
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.
12.5
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. 
12.6
Guarantees


As at 30 June 2012, there were outstanding bank guarantees of approximately Baht 17 million issued by the banks on behalf of the Company in respect of certain performance bonds as required in the normal course of business. These included letters of guarantee to guarantee electricity use, among others.
13.
Foreign currency - denominated assets and liabilities

Below is a summary of foreign currency-denominated assets and liabilities as at         30 June 2012. 

	
	
	
	Average exchange rate

	Foreign currency
	Assets
	Liabilities
	as at 30 June 2012

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

	US dollar
	39.6
	30.0
	31.7765

	Euro
	0.6
	0.2
	39.7762

	Indonesian rupiah
	546.0
	-
	0.0033

	Indian rupee
	-
	1.3
	0.5510

	Canadian dollar
	4.6
	-
	30.8544


Foreign exchange contracts outstanding at 30 June 2012 are summarised below.

	Foreign currency
	Sold amount
	Contractual exchange rate
	Contractual maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	89.2
	30.6801 - 33.2349
	July 2012 - July 2013

	Euro
	0.6
	40.4100 - 41.1900
	August 2012 - December 2012


14.
Events after the reporting period

a)
The meeting of the Company’s Board of Directors held on 5 July 2012 passed a resolution to approve the proposal for investment of CAD 66 million aggregating to approximately Baht 2,068 million between July 2012 and March 2016 in a new company overseas, “AV Terrace Bay Inc.” incorporated in Canada with 60% equity participation for the purpose of investment in pulp plant in Canada.
b)
On 25 July 2012, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 0.37 per share, or a total Baht 75 million, to the shareholders from the earnings for the six-month period ended 31 March 2012. This dividend will be paid in August 2012.

15.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 10 August 2012.
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