THAI RAYON PUBLIC COMPANY LIMITED 

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


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. 

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.

4.5
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.


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. 


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.

4.6
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   years

	Machinery and equipment
	-
	5, 10   years

	Furniture, fixtures and office equipment
	-
	5   years

	Computer hardware
	-
	3, 5   years

	Motor vehicles
	-
	5   years



Depreciation is included in determining income.

No depreciation is provided on land and construction in progress.
4.7
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.
4.8
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.
4.9
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.

4.10
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.

4.11
Employee benefits


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

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
	1,575,583,606


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.
	
	
	(Unit : Million Baht)

	
	2007
	2006
	Pricing Policy

	Transactions with associated companies
	
	
	

	   Sales of goods
	8
	11
	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
	385,138,501
	333,981,961

	Amounts due from related parties
	
	

	Associated company
	
	

	   - Thai Carbon Black Plc.
	810,000
	-

	Related company
	
	

	   - AV Cell Inc.
	9,178,623
	9,229,308

	Total
	9,988,623
	9,229,308

	Advance to related party for purchases of raw materials
	
	

	Related company
	
	

	   - AV Cell Inc.
	87,065,927
	109,855,453

	Total
	87,065,927
	109,855,453

	Long-term loan to related party
	
	

	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


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 2006
	Increase
	Decrease
	exchange
	30 September 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.

8.
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


9.
INVESTMENTS IN ASSOCIATED COMPANIES


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

	(Unit : Baht)

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

	
	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	
	
	(%)
	(%)
	
	(Restated)
	
	

	Investments in associated companies
	
	
	
	
	
	
	
	
	

	PT Indo Liberty Textiles


(Registered in Indonesia)
	Manufacture of synthetic yarn
	IDR 42,549 million
	IDR 42,549 million
	40.00
	40.00
	336,319,956
	316,867,581
	197,908,850
	197,908,850

	Aditya Birla Chemicals (Thailand) Ltd.     
	Manufacture of chemical products
	Baht 1,700 million
	Baht 1,700 million
	29.98
	29.98
	1,229,986,361
	904,777,730
	509,606,050
	509,606,050

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of acrylic fiber
	Baht 713 million
	Baht 713 million
	30.00
	30.00
	895,663,881
	877,555,222
	407,215,190
	407,215,190

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Baht 300 million
	Baht 300 million
	24.98
	24.98
	1,742,455,243
	1,453,733,547
	236,336,633
	236,336,633

	Thai Polyphosphate and Chemicals Co., Ltd.
	Manufacture of phosphate
	Baht 125 million
	Baht 125 million
	49.00
	49.00
	1,107,008,343
	884,562,697
	64,062,500
	64,062,500

	Alexandria Fiber Co., S.A.E. 


(Registered in Egypt)
	Manufacture of acrylic fiber
	LE 204.6 million
	LE 150 million
	14.40
	27.50
	-
	218,475,341
	-
	266,794,314

	Birla Lao Pulp & Plantations Ltd. 


(Registered in the Lao PDR)
	Manufacture of Pulp
	USD 10 million
	USD 5 million
	30.00
	30.00
	101,621,996
	56,160,000
	106,987,500
	56,160,000

	Total investments in associated companies
	
	
	
	
	
	5,413,055,780
	4,712,132,118
	1,522,116,723
	1,738,083,537


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 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.
10.
OTHER LONG-TERM INVESTMENTS

	
	(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

	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

	
	1,158,196,378
	792,542,099
	1,158,196,378
	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 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.

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 and
	Furniture, 
	
	
	
	

	
	
	and
	factory
	fixtures and
	Computer
	Motor
	Construction
	

	
	Land
	improvement
	equipment
	office equipment
	hardware
	vehicles
	in progress
	Total

	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
	159,748,352
	485,724,550
	2,865,578,796
	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
	-
	2,065,579,789

	Net book value
	
	
	
	
	
	
	
	

	30 September 2006
	50,025,325
	130,404,817
	  217,714,507
	1,497,461
	2,780,338
	7,857,032
	556,933,509
	967,212,989

	30 September 2007
	159,748,352
	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



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.


14.5
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.
	(Unit : Baht)

	
	Promoted operations
	Non-promoted operations
	Total

	
	2007
	2006
	2007
	2006
	2007
	2006

	Sales
	
	
	
	
	
	

	Domestic sales
	177,817,201
	-
	3,303,205,459
	2,819,347,535
	3,481,022,660
	2,819,347,535

	Export sales
	925,422,961
	-
	2,858,566,560
	2,521,464,513
	3,783,989,521
	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



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


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.

16.
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.

17.
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.

18.
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.

19.
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. 

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. 

	
	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

	Foreign currency
	assets
	liabilities
	as at 30 September 2007

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

	US dollar
	81.0
	1.2
	34.2635

	Euro
	-
	0.1
	48.5386

	Indonesian rupiah
	98,571.1
	-
	3.7839 (per 1,000 IDR)

	Canadian dollar
	14.3
	-
	34.2417

	Egyptian pound
	25.2
	-
	5.8931

	RMB
	72.0
	-
	4.5638

	KIP
	28,228.3
	-
	0.0036




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

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.
22.
APPROVAL OF FINANCIAL STATEMENTS
These financial statements were authorised for issue by the Company’s authorised directors on           19 November 2007.
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