(Unaudited but reviewed)


Thai Rayon Public Company Limited 

Notes to interim financial statements

For the three-month period ended 31 December 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.


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. However, the change in fiscal year is awaiting the approval of the authorities.

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 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.

1.3
Adoption of new accounting standards during the period

During the current period, the Company adopted a number of revised and new accounting standards, issued by the Federation of Accounting Professions, as listed below. 

Accounting standards:
	TAS 1 (revised 2009)
	Presentation of Financial Statements

	TAS 2 (revised 2009)
	Inventories

	TAS 7 (revised 2009)
	Statement of Cash Flows

	TAS 8 (revised 2009)
	Accounting Policies, Changes in Accounting Estimates and Errors

	TAS 10 (revised 2009)
	Events after the Reporting Period

	TAS 11 (revised 2009)
	Construction Contracts

	TAS 16 (revised 2009)
	Property, Plant and Equipment

	TAS 17 (revised 2009)
	Leases

	TAS 18 (revised 2009)
	Revenue

	TAS 19 
	Employee Benefits

	TAS 23 (revised 2009)
	Borrowing Costs

	TAS 24 (revised 2009)
	Related Party Disclosures

	TAS 26 
	Accounting and Reporting by Retirement Benefit Plans

	TAS 27 (revised 2009)
	Consolidated and Separate Financial Statements

	TAS 28 (revised 2009)
	Investments in Associates

	TAS 29
	Financial Reporting in Hyperinflationary Economies

	TAS 31 (revised 2009)
	Interests in Joint Ventures

	TAS 33 (revised 2009)
	Earnings per Share

	TAS 34 (revised 2009)
	Interim Financial Reporting

	TAS 36 (revised 2009)
	Impairment of Assets

	TAS 37 (revised 2009)
	Provisions, Contingent Liabilities and Contingent Assets

	TAS 38 (revised 2009)
	Intangible Assets

	TAS 40 (revised 2009)
	Investment Property


   
Financial reporting standards:
	TFRS 2 
	Share-Based Payment

	TFRS 3 (revised 2009)
	Business Combinations

	TFRS 5 (revised 2009)
	Non-current Assets Held for Sale and Discontinued Operations

	TFRS 6
	Exploration for and Evaluation of Mineral Resources



Financial Reporting Standard Interpretations:
	TFRIC 15
	Agreements for the Construction of Real Estate


 
Accounting Standard Interpretations:
	SIC 31
	Revenue-Barter Transactions Involving Advertising Services



These accounting standards do not have any significant impact on the financial statements for the current period, except for the following accounting standard.


TAS 19 Employee Benefits


This accounting standard requires employee benefits to be recognised as expense in the period in which the service is performed by the employee. In particular, an entity has to evaluate and make a provision for post-employment benefits or liabilities arising from other defined benefit plans and other long-term employee benefits using actuarial techniques. The Company previously accounted for such employee benefits by reference to the basis and conditions stipulated in the working regulations of the Company. 


The Company has changed this accounting policy in the current period and recognise the liability in the transition period through an adjustment to the beginning balance of retained earnings in the current period. The change has the effect of decreasing the profit in the statements of income and comprehensive income in which the equity method is applied for the three-month period ended 31 December 2011 by Baht 4.3 million, or Baht 0.0214 per share (Separate financial statements: decreasing profit by Baht 1.0 million, or Baht 0.0049 per share). The cumulative effects of the change in the accounting policy of Baht 102.9 million and Baht 37.5 million have been separately presented in the statements of changes in the shareholders’ equity in which the equity method is applied and the separate statements of changes in the shareholders’ equity, respectively.
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 2011, except for the change in the following accounting policy due to the adoption of revised and new accounting standards.
Employee benefits

Post-employment benefits (Defined contribution plans)

The Company and its employees have jointly established a provident fund. The fund is monthly contributed by employees and by the Company. The fund’s assets are held in a separate trust fund and the Company’s contributions are recognised as expenses when incurred.
Post-employment benefits (Defined benefit plans) and other long-term employee benefits
The Company has obligations in respect of the severance payments it must make to employees upon retirement under labor law and other employee benefit plans. The Company treats these severance payment obligations as a defined benefit plan. 
The obligation under the defined benefit plan and other long-term employee benefit plans is determined by a professionally qualified independent actuary based on actuarial techniques, using the projected unit credit method. 
For the first-time adoption of TAS 19 Employee Benefits, the Company elected to recognise the transitional liability, which exceeds the liability that would have been recognised at the same date under the previous accounting policy, through an adjustment to the beginning balance of retained earnings in the current period.
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 31 December 

	
	
	2011
	2010

	Transactions with associated companies
	
	
	

	   Sales of goods
	With reference to market prices
	88
	5

	   Other income
	By mutual agreement
	1
	1

	   Purchases of raw materials
	With reference to market prices
	172
	174

	   Other expenses
	By mutual agreement
	-
	1

	Transactions with related companies
	
	
	

	   Sales of goods
	With reference to market prices
	266
	503

	   Interest income
	6 percent per annum
	2
	2

	   Purchases of raw materials
	With reference to market prices
	610
	476

	Transaction with directors
	
	
	

	   Advisory fees and other expenses
	By mutual agreement
	1
	3


The balances of the accounts as at 31 December 2011 and 30 September 2011 between the Company and those related parties are as follows:
	
	(Unit: Thousand Baht)

	
	31 December 2011
	30 September 2011

	
	
	(Audited)

	Trade and other receivables - related parties (Note 3) 
	
	

	   Associated companies
	90,240
	75,447

	   Related companies (related by common directors or shareholders)
	454,304
	524,171

	Total trade and other receivables - related parties
	544,544
	599,618

	
	
	

	Trade and other payables - related parties (Note 8)
	
	

	   Associated companies
	57,734
	66,031

	   Related companies (related by common directors or shareholders)
	215,087
	141,998

	Total trade and other payables - related parties
	272,821
	208,029


Long-term l
oans to related parties

During the three-month period ended 31 December 2011, movements of long-term loans to related parties were as follows:
	(Unit: Thousand Baht)

	
	
	During the period
	

	
	Balance
	
	
	Balance

	
	as at
	
	Unrealised
	as at 

	
	30 September 2011
	Increase
	Decrease
	gain on exchange rate
	31 December 2011

	Long-term loans to related parties
	
	
	
	
	

	Related company
	
	
	
	
	

	   - AV Cell Inc.
	133,351
	-
	-
	4,749
	138,100

	Related person
	
	
	
	
	

	   - Director
	-
	21,500
	(215)
	-
	21,285

	Total long-term loans to related parties
	133,351
	21,500
	(215)
	4,749
	159,385


The long-term loan to director represents a loan which was granted to a director under the welfare policy. This loan carries interest and is repayable in monthly installments, as approved by resolution of the Company's Board of Directors.
Directors and management’s benefits
 
For the three-month period ended 31 December 2011 and 2010, the Company had employee benefit expenses of directors and management as below.

	
	(Unit: Thousand Baht)

	
	2011
	2010

	Short-term employee benefits
	6,863
	6,721

	Post-employment benefits
	237
	98

	Total
	7,100
	6,819


Guarantee obligations with related parties

The Company has outstanding guarantee obligations with its related parties, as described in Note 13.6 a) and b) to the financial statements.

3.
Trade and other receivables 

	
	(Unit: Thousand Baht)

	
	31 December 2011
	30 September 2011

	
	
	(Audited)

	Trade receivables
	
	

	· Related parties
	538,054
	587,928

	· Unrelated parties
	575,905
	770,215

	Total trade receivables
	1,113,959
	1,358,143

	Other receivables
	
	

	· Amount due from related party
	810
	-

	· Interest receivable - related parties
	5,680
	11,690

	· Interest receivable 
	18,985
	16,708

	· Dividend receivable
	-
	5,730

	Total other receivables
	25,475
	34,128

	Total trade and other receivables 
	1,139,434
	1,392,271


As at 31 December 2011 and 30 September 2011 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 31 December 2011 included trade receivables discounted with banks amounting to Baht 293.0 million (30 September 2011: Baht 349.3 million).
4.
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

	
	
	31 December 2011
	30 September 2011
	31 December 2011
	30 September 2011
	31 December 2011
	30 September 2011
	31 December 2011
	30 September 2011

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

	
	
	
	
	
	
	
	(Restated)
	
	

	PT Indo Liberty Textiles


(Registered in Indonesia)
	Manufacture of synthetic yarn
	IDR 42,549 million
	IDR 42,549 million
	40.00
	40.00
	459,785
	482,525
	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
	2,168,560
	2,179,996
	509,606
	509,606

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of acrylic fiber
	Baht 713 million
	Baht 713 million
	30.00
	30.00
	940,633
	952,100
	407,215
	407,215

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Baht 300 million
	Baht 300 million
	24.98
	24.98
	2,319,960
	2,388,263
	236,337
	236,337

	Thai Polyphosphate and Chemicals Co., Ltd.
	Investment holding company
	Baht 125 million
	Baht 125 million
	49.00
	49.00
	1,780,452
	1,785,242
	64,063
	64,063

	Birla Lao Pulp & Plantations Ltd. 


(Registered in the Lao PDR)
	Manufacture of pulp
	USD 35 million
	USD 30 million
	30.00
	30.00
	319,636
	267,249
	349,285
	302,912

	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
	474,413
	607,015
	914,496
	914,496

	Aditya Holding AB


(Registered in Sweden)
	Investment holding company
	-
	SEK 114 million
	-
	33.33
	-
	1,876,314
	-
	1,824,238

	Aditya Group AB


(Registered in Sweden)
	Investment holding company
	SEK 0.05 million
	-
	33.33
	-
	1,904,630
	-
	1,824,238
	-

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi

(Registered in Turkey)
	Manufacture of viscose staple fiber
	TL 60 million
	-
	33.33
	-
	330,200
	-
	330,200
	-

	Total investments in associated companies
	
	
	
	
	
	10,698,269
	10,538,704
	4,833,349
	4,456,776


As at 31 December 2011, the fair value of investment in Thai Carbon Black Plc., a listed company on the Stock Exchange of Thailand, amounted to approximately Baht 1,836.0 million (30 September 2011: Baht 1,858.5 million).
On 22 November 2011, a meeting of the Company’s Board of Directors resolved to acquire a 33.33% interest in Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi, with an initial capital of up to TL 50.0 million. In December 2011, the Company invested   TL 20.0 million, or equivalent to approximately Baht 330.2 million, in this company. As at 31 December 2011, this company has not started its commercial operation.

In November 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 46.4 million, in order to maintain the Company’s shareholding in this company at 30 percent. As a result, as at 31 December 2011, the Company had investment of USD 10.5 million in the ordinary shares of this company (10,500 ordinary shares of USD 1,000 each), equivalent to approximately Baht 349.3 million. 
Shares of income from PT Indo Liberty Textiles, Thai Acrylic Fibre Co., Ltd. and Birla Lao Pulp & Plantations Ltd. for the three-month period ended 31 December 2011 totaling Baht 1.9 million were determined based on the financial statements prepared by their management, which statements are being reviewed by their auditors.
During the current period, Aditya Holding AB combined its business with its subsidiary, Aditya Group AB, resulting in the dissolution of Aditya Holding AB. The Company’s shareholding in Aditya Holding AB became a shareholding of the same size in Aditya Group AB.
During the current period, 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 year ended 30 September 2011 to reflect the changes in the fair values of these acquirees’ identifiable assets and liabilities. The amounts of the adjustments affecting the statement of financial position in which the equity method is applied as at 30 September 2011 are summarised below.

	
	Thousand Baht

	Increase in investments in associated companies
	88,535

	Increase in exchange differences on translation of financial statements in foreign currency
	931

	Increase in unappropriated retained earnings
	87,604


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

	
	Financial statements 

in which the equity method is applied
	Separate financial statements

	
	31 December 2011
	30 September 2011
	31 December 2011
	30 September 2011

	
	
	(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 gain from changes in fair value of investments
	592,948
	601,444
	592,948
	601,444

	
	719,480
	727,976
	719,480
	727,976

	Investments in securities held to maturity
	
	
	
	

	Debentures
	
	
	
	

	ICICI Bank Limited
	9,747
	9,592
	9,747
	9,592

	Investment units
	
	
	
	

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

	
	34,747
	34,592
	34,747
	34,592

	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
	1,596,936
	1,605,277
	1,697,395
	1,705,736


6.
Property, plant and equipment
 
Movements of the property, plant and equipment account during the three-month period ended 31 December 2011 are summarised below.

	
	Thousand Baht

	Net book value as at 30 September 2011 (Audited)
	3,127,681

	Acquisitions during period - at cost
	79,424

	Depreciation for period
	(146,943)

	Net book value as at 31 December 2011
	3,060,162


7.
Short-term loans from financial institutions
	(Unit: Thousand Baht)

	
	Interest rate
	

	
	31 December 2011
	30 September 2011
	31 December 2011
	30 September 2011

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

	Short-term loans from financial institution
	0.85 and 3.50
	0.85
	372,823
	219,217

	Accounts payable - factoring
	1.20 - 1.70
	0.90 - 1.00
	292,950
	349,303

	Total
	
	
	665,773
	568,520


Short-term loans from financial institution as at 31 December 2011 represented Baht loan of Baht 150.0 million and US dollar loan of USD 7.0 million (30 September 2011: US dollar loan of USD 7.0 million), which are repayable at call.
8.
Trade and other payables 

	
	(Unit: Thousand Baht)

	
	31 December 2011
	30 September 2011

	
	
	(Audited)

	Trade payables - related parties
	272,504
	207,886

	Trade payables - unrelated parties
	837,921
	324,946

	Amounts due to related parties
	317
	143

	Accrued expenses
	114,456
	168,926

	Dividend payable (Note 12)
	504,000
	-

	Total trade and other payables
	1,729,198
	701,901


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 (loss) per share is calculated by dividing profit (loss) 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 31 December 2011, export sales represented approximately 80 percent (2010: 62 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.
Dividend
On 26 December 2011, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 2.50 per share, or a total Baht 504 million, to the shareholders from the earnings for the year ended 30 September 2011. This dividend was paid to the shareholders on 10 January 2012.

13.
Commitments and contingent liabilities

13.1
Capital commitments


As at 31 December 2011, the Company had capital commitments of approximately Baht 102.6 million (30 September 2011: Baht 110.1 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 July 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 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.
13.4
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.
13.5
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. 
13.6
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 2011: USD 4.6 million) to the lending financial institutions for this related company.
b)
As at 31 December 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 31 December 2011, there were outstanding bank guarantees of approximately Baht 17.3 million (30 September 2011: 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.
14.
Foreign currency - denominated assets and liabilities

Below is a summary of foreign currency-denominated assets and liabilities as at         31 December 2011. 

	
	
	
	Average exchange rate

	Foreign currency
	Assets
	Liabilities
	as at 31 December 2011

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

	US dollar
	60.1
	33.3
	31.64220

	Euro
	1.0
	0.2
	40.96675

	Indonesian rupiah
	180,782.2
	-
	0.00345

	Indian rupee
	-
	0.2
	0.57955

	Canadian dollar
	23.6
	-
	31.00640

	Swedish krona
	416.3
	-
	4.57980

	Renminbi
	97.3
	-
	5.01705

	Kip
	81,958.0
	-
	0.00395

	Turkish Lira
	20.0
	-
	16.50780


Foreign exchange contracts outstanding at 31 December 2011 are summarised below.

	Foreign currency
	Sold amount
	Contractual exchange rate

	
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	74.5
	30.0500 - 32.6100

	Euro
	0.2
	42.6100 - 43.1200


15.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 13 February 2012.
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