(Unaudited but reviewed)


Thai Rayon Public Company Limited 
Notes to interim financial statements
For the three-month and nine-month periods ended 30 June 2008
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 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.

1.2
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Thai Accounting Standard No. 41 “Interim financial statements”, 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 only 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. 

1.3
Adoption of new accounting standards during the period

The Federation of Accounting Professions (FAP) has issued Notifications No. 62/2550 regarding Accounting Standards. The notifications mandate the use of the following new Accounting Standards.
TAS 29 (revised 2007)
Leases

TAS 31 (revised 2007)
Inventories

TAS 43 (revised 2007) 
Business Combinations

TAS 51
Intangible Assets


These accounting standards will become effective for the financial statements for fiscal years beginning on or after 1 January 2008.
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 2007.
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.

3.
Related party transactions
 
During the periods, the Company had significant business transactions with its associated companies and related companies (related by way of holding interest and/or common directors), which have been concluded on commercial terms and bases agreed upon in the ordinary course of business between the Company and those companies. Below is a summary of those transactions.
	
	
	
	(Unit: Million Baht)

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

	
	Pricing policy
	ended 30 June 
	ended 30 June 

	
	
	2008
	2007
	2008
	2007

	Transactions with associated companies
	
	
	
	
	

	Sales of goods
	With reference to market prices
	6
	1
	19
	5

	Dividend income
	By resolution of the meeting of shareholders
	89
	76
	89
	76

	Other income
	By mutual agreement
	1
	1
	2
	2

	Purchases of raw materials
	With reference to market prices
	142
	133
	423
	362

	Transactions with related companies
	
	
	
	
	

	Sales of goods
	With reference to market prices
	368
	392
	1,326
	1,121

	Dividend income
	By resolution of the meeting of shareholders
	1
	8
	1
	8

	Other income
	By mutual agreement
	3
	2
	7
	6

	Purchases of raw materials
	With reference to market prices
	215
	177
	759
	693


 
The balances of the accounts as at 30 June 2008 and 30 September 2007 between the Company and those related companies are as follows:
	
	(Unit: Thousand Baht)

	
	30 June 2008
	30 September 2007

	
	
	(Audited)

	Trade accounts receivable - related parties 
	
	

	Associated companies
	
	

	   - Thai Acrylic Fibre Co., Ltd.
	-
	73

	   - Aditya Birla Chemicals (Thailand) Ltd.
	5,440
	-

	Related company
	
	

	   - Indo-Thai Synthetics Co., Ltd.
	350,448
	385,065

	Total
	355,888
	385,138

	Amounts due from related parties 
	
	

	Associated company
	
	

	   - Thai Carbon Black Plc.
	810
	810

	Related company
	
	

	   - AV Cell Inc.
	6,678
	9,179

	Total
	7,488
	9,989

	Advances to related party for purchases of raw materials
	
	

	Related company
	
	

	   - AV Cell Inc.
	-
	87,066

	Total
	-
	87,066

	Long-term loan to related party
	
	

	Related company
	
	

	   - AV Cell Inc.
	148,255
	152,977

	Total
	148,255
	152,977

	Trade accounts payable - related parties
	
	

	Associated companies
	
	

	   - Thai Carbon Black Plc.
	37,617
	35,736

	   - Aditya Birla Chemicals (Thailand) Ltd.
	27,579
	21,364

	Total
	65,196
	57,100


 
During the nine-month period ended 30 June 2008, movements of long-term loan to related party were as follow:
	(Unit: Thousand Baht)

	
	
	During the period
	

	
	Balance
	
	Unrealised
	Balance

	
	as at
	
	loss on
	as at

	
	30 September 2007
	Increase
	Decrease
	exchange  rate
	30 June 2008

	Long-term loan to related party
	
	
	
	
	

	Related company
	
	
	
	
	

	   - AV Cell Inc.
	152,977
	-
	-
	(4,722)
	148,255


 
Guarantee obligations with related party

The Company has outstanding guarantee obligations with its related party, as described in Note 12.3 a) to the financial statements.
4.
Investments in associated companies

These represent investments in ordinary shares of the following associated companies.
	(Unit: Million Baht)

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

	
	
	
	(%)
	30 June   2008
	30 September 2007
	30 June   2008
	30 September 2007

	
	
	
	
	
	(Audited)
	
	(Audited)

	Investments in associated companies
	
	
	
	
	
	
	

	PT Indo Liberty Textiles


(Registered in Indonesia)
	Manufacture of synthetic yarn
	IDR 42,549 million
	40.00
	346
	336
	198
	198

	Aditya Birla Chemicals (Thailand) Ltd.     
	Manufacture of chemical products
	Baht 1,700 million
	29.98
	1,503
	1,230
	510
	510

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of acrylic fiber
	Baht 713 million
	30.00
	877
	896
	407
	407

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Baht 300 million
	24.98
	1,935
	1,742
	236
	236

	Thai Polyphosphate and Chemicals Co., Ltd.
	Manufacture of phosphate
	Baht 125 million
	49.00
	1,278
	1,107
	64
	64

	Birla Lao Pulp & Plantations Ltd. 


(Registered in the Lao PDR)
	Manufacture of Pulp
	USD 10 million
	30.00
	100
	102
	107
	107

	Total investments in associated companies
	
	
	
	6,039
	5,413
	1,522
	1,522


 
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 (loss) from PT Indo Liberty Textiles, Thai Acrylic Fibre Co., Ltd., Thai Carbon Black Plc., Aditya Birla Chemicals (Thailand) Limited, and Thai Polyphosphate and Chemicals Co., Ltd. for the three-month and nine-month periods ended 30 June 2008 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 three-month and nine-month periods ended 30 June 2008 were recorded based on the financial statements which were prepared by these companies’ management.
 
As at 30 June 2008, fair values of investments in Thai Carbon Black Plc. which is listed company in the Stock Exchange of Thailand amounted to approximately Baht 1,746.0 million (30 September 2007: Baht 1,791.0 million).

5.
Other long-term investments
	
	(Unit: Million Baht)

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

	
	30 June
	30 September
	30 June
	30 September

	
	2008
	2007
	2008
	2007

	
	
	(Audited)
	
	(Audited)

	Investment in available-for-sale securities
	
	
	
	

	Global Depository Receipts
	
	
	
	

	Grasim Industries Limited
	127
	127
	127
	127

	Add: Unrealised gain from changes in fair value of investment
	426
	1,031
	426
	1,031

	
	553
	1,158
	553
	1,158

	General investments - related companies
	
	
	
	

	Ordinary shares
	
	
	
	

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

	Thai Epoxy and Allied Products Co., Ltd.
	10
	10
	10
	10

	AV Cell Inc.
	204
	204
	204
	204

	AV Nackawic Inc.
	222
	129
	222
	129

	Birla Jingwei Fibres Co., Ltd.
	341
	341
	341
	341

	Alexandria Fiber Co., S.A.E.
	166
	166
	267
	267

	Others
	6
	6
	6
	6

	Preference shares
	
	
	
	

	Thai Peroxide Co., Ltd. 
	7
	7
	7
	7

	
	998
	905
	1,099
	1,006

	Total other long-term investments
	1,551
	2,063
	1,652
	2,164


 
On 15 May 2008, a meeting of the Board of Directors of the Company approved an additional investment of up to RMB 130 million, or equivalent to approximately Baht 598.4 million, to purchase an additional 30% of the equity of Birla Jingwei Fibres Company Limited, which will increase the Company’s shareholding from 19.5% to 49.5%. As at 30 June 2008, the Company was in the process of purchasing the shares.

On 15 February 2008, a meeting of the Board of Directors of the Company approved to purchase additional 14,250 shares of AV Nackawic Inc., Canada to maintain the Company’s interest in the share capital of that company at 19 percent. Accordingly, on 19 February 2008, the Company paid CAD 2.85 million for the additional shares (14,250 ordinary shares of CAD 200 each) or equivalent to approximately Baht 93 million.


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 nine-month period ended 30 June 2007.

6.
Property, plant and equipment
 
Movements of the property, plant and equipment account during the nine-month period ended 30 June 2008 are summarised below.
	
	Thousand Baht

	Net book value as at 30 September 2007
	1,930,367

	Acquisitions during period - at cost
	1,832,534

	Disposals during period - net book value at disposal date
	(1,196)

	Depreciation for period
	(162,383)

	Net book value as at 30 June 2008
	3,599,322


7.
Bank overdrafts and short-term loans from financial institutions

 
As at 30 June 2008, there were four outstanding promissory notes totaling Baht 298.0 million. These promissory notes carried interest at rates of 3.38% - 3.65% per annum and were repayable at call. 

8.
Corporate income tax
 
Interim 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.
9.
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.

10.
Dividends
 
During 2008, the Company paid dividend, in respect of earnings for the year ended 30 September 2007, of Baht 1.6 per share to the Company’s shareholders, or a total of approximately Baht 322.56 million. This dividend payment was approved by the resolution of the Annual General Meeting of Shareholders No. 15/2007 held on 28 January 2008.

 
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 221.76 million. This dividend payment was approved by the resolution of the Annual General Meeting of Shareholders No. 14/2006 held on 30 January 2007.

11.
Segment information

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 2008, export sales represented approximately 67 percent and 60 percent (2007: 54 percent and 51 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.

12.
Commitments and contingent liabilities
12.1
Capital commitments


As at 30 June 2008, the Company had capital commitments of approximately Baht 386.6 million (30 September 2007: Baht 729.3 million), relating to the construction of factory buildings, purchase of land, and acquisition and installation of machinery and equipment.
12.2
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.

12.3
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 respective 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 to the lending financial institutions for this related company.

b)
As at 30 June 2008, there were outstanding bank guarantees of approximately Baht 39.1 million (30 September 2007: Baht 21.8 Million) issued by banks on behalf of the Company in respect of certain performance bonds as required in the normal course of business.

13.
Foreign currency - denominated assets and liabilities
Below is a summary of foreign currency-denominated assets and liabilities as at 30 June 2008. 

	
	
	
	Average exchange rate

	Foreign currency
	Assets
	Liabilities
	as at 30 June 2008

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

	US dollar
	62.4
	0.8
	33.5331

	Euro
	0.1
	-
	52.9497

	Indonesian rupiah
	104,222.7
	-
	0.0039

	Canadian dollar
	17.1
	-
	33.1902

	Egyptian pound
	25.2
	-
	6.2639

	Renminbi
	72.0
	-
	4.8872

	Kip
	25,667.2
	-
	0.0039


14.
Reclassification

 
Certain amounts in the financial statements for the prior periods have been reclassified to conform to the current period’s classifications, with no effect on previously reported net income or shareholders’ equity.

15.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s authorised directors on 13 August 2008.
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