(Unaudited but reviewed)

Thai Rayon Public Company Limited
Notes to interim financial statements

For the three-month and nine-month periods ended 31 December 2016
1.
General information

1.1
Corporate information


Thai Rayon Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the manufacture of viscose rayon staple fibre and anhydrous sodium sulphate for sales to both domestic and export markets. The registered addresses of the Company’s head office and factories are as follows:

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

Factory 1
: 
36 Moo 2 Ayuthaya-Angthong Highway, Posa, Muang, Angthong.

Factory 2
: 
19 Moo 7 Nhongplakadee Road, Nhongplamho, Nhongkhae, Saraburi.

1.2
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 (revised 2015) 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
New financial reporting standards

During the period, the Company has adopted the revised and new financial reporting standards and accounting treatment guidance issued by the Federation of Accounting Professions which become effective for fiscal years beginning on or after 1 January 2016. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards, with most of the changes directed towards revision of wording and terminology, and provision of interpretations and accounting guidance to users of standards. The adoption of these financial reporting standards does not have any significant impact on the Company’s financial statements.
2.
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   31 March 2016.
3.
Related party transactions

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

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

	
	For the three-month periods ended
 31 December
	For the nine-month periods ended 
31 December
	Pricing policy

	
	2016
	2015
	2016
	2015
	

	Transactions with joint venture
	
	
	
	
	

	Interest income
	1
	-
	1
	-
	6-months LIBOR plus 1 percent per annum

	Transactions with associates
	
	
	
	
	

	Sales of goods
	52
	110
	288
	380
	With reference to market prices

	Dividend income 
	35
	6
	143
	76
	By resolution of the meeting of shareholders 

	Interest income
	3
	3
	8
	9
	2.25 percent per annum

	Other income
	2
	2
	6
	5
	By mutual agreement

	Purchases of raw materials
	79
	95
	244
	329
	With reference to market prices

	Other expenses
	6
	6
	20
	19
	By mutual agreement

	Transactions with related companies
	
	
	
	

	Sales of goods
	302
	358
	847
	1,027
	With reference to market prices

	Dividend income
	4
	4
	11
	5
	By resolution of the meeting of shareholders

	Interest income
	2
	2
	6
	5
	6 percent per annum

	Purchases of raw materials
	442
	514
	1,335
	1,409
	With reference to market prices

	Other expenses
	-
	1
	1
	2
	By mutual agreement

	Transactions with directors
	
	
	
	
	

	Pension and other expenses
	1
	1
	2
	2
	By mutual agreement


The balances of the accounts as at 31 December 2016 and 31 March 2016 between the Company and those related parties are as follows:
	
	(Unit: Thousand Baht)

	
	Financial statements in which
the equity method is applied/

Separate financial statements

	
	31 December 
2016
	31 March
 2016

	
	
	(Audited)

	Trade and other receivables - related parties (Note 4) 
	
	

	   Associates
	56,277
	121,697

	   Related companies 

     (related by common directors or shareholders)
	285,282
	264,095

	Total trade and other receivables - related parties
	341,559
	385,792

	Trade and other payables - related parties (Note 10)
	
	

	    Associates
	56,895
	113,694

	    Related companies 

     (related by common directors or shareholders)
	598
	269,038

	Total trade and other payables - related parties
	57,493
	382,732


Short-term loan to related party
During the nine-month period ended 31 December 2016, movements of short-term loan to related party were as follows:
	

(Unit: Thousand Baht)

	
	
	Financial statements in which the equity method is applied/

Separate financial statements

	Short-term loan to 
	Related by
	Balance 
as at

1 April 2016
	Increase during
 the period
	Decrease during 
the period
	Unrealised gains on exchange
	Balance 
as at

31 December 2016

	AV Terrace Bay Inc.
	Joint venture
	78,695
	-
	-
	1,329
	80,024

	Total 
	
	78,695
	-
	-
	1,329
	80,024


Long-term loans to related parties

During the nine-month period ended 31 December 2016, movements of long-term loans to related parties were as follows:
	(Unit: Thousand Baht)

	
	
	Financial statements in which the equity method is applied/

Separate financial statements

	Long-term loans to 
	Related by
	Balance 
as at

1 April 2016
	Increase during
 the period
	Decrease during 
the period
	Unrealised losses on exchange
	Balance 
as at

31 December 2016

	Birla Jingwei Fibres Co., Ltd.
	Associate
	524,633
	-
	(524,633)
	-
	-

	AV Cell Inc.
	Common directors
	120,498
	-
	-
	(2,460)
	118,038

	Total 
	
	645,131
	-
	(524,633)
	(2,460)
	118,038

	Less: Current portion
	(524,633)
	
	
	
	-

	Net
	
	120,498
	
	
	
	118,038


Directors and management’s benefits

For the three-month and nine-month periods ended 31 December 2016 and 2015, the Company had employee benefit expenses of directors and management as below.
	
	
	(Unit: Thousand Baht)

	
	Financial statements in which the equity method is applied/

Separate financial statements

	
	For the three-month periods 

ended 31 December
	For the nine-month periods 

ended 31 December

	
	2016
	2015
	2016
	2015

	Short-term employee benefits
	10,483
	7,139
	32,220
	19,759

	Post-employment benefits
	164
	291
	752
	873

	Total
	10,647
	7,430
	32,972
	20,632


4.
Trade and other receivables 

	



	(Unit: Thousand Baht)

	
	Financial statements in which 

the equity method is applied/

Separate financial statements

	
	31 December 2016
	31 March 2016

	
	
	(Audited)

	Trade receivables - related parties
	
	

	Aged on the basis of due dates
	
	

	
Not yet due
	336,549
	316,622

	
Past due
	
	

	
Up to 1 month
	668
	46,933

	
6 - 12 months
	-
	13

	 
Over 12 months
	-
	16,174

	Total trade receivables - related parties
	337,217
	379,742

	Trade receivables - unrelated parties
	
	

	Aged on the basis of due dates
	
	

	
Not yet due
	527,559
	858,479

	
Past due
	
	

	
Up to 1 month
	21,272
	28,022

	
1 - 3 months
	3,746
	41

	
3 - 6 months
	351
	-

	Total trade receivables - unrelated parties
	552,928
	886,542

	Total trade receivables
	890,145
	1,266,284

	Other receivables
	
	

	Amount due from related parties
	3,576
	6,050

	Interest receivable - related parties
	766
	-

	Interest receivable - unrelated parties
	7,604
	3,921

	Total other receivables
	11,946
	9,971

	Total trade and other receivables 
	902,091
	1,276,255



Balance of trade receivables of the Company as at 31 December 2016 included the trade receivables discounted with banks amounting to Baht 323 million (31 March 2016: Baht 444 million).
5.
Investment in joint venture

Investment in joint venture represents investment in entity which is jointly controlled by the Company and other company. Details of this investment are as follows:
	
	
	
	(Unit: Thousand Baht)

	
	
	Financial statements in which the equity method is applied

	Joint venture
	Nature of business
	Shareholding percentage
	Cost
	Carrying amounts based          on equity method

	
	
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016

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

	AV Terrace Bay Inc.
	Manufacture of pulp
	60
	60
	1,288,624
	1,288,624
	-
	-

	Total
	
	
	
	1,288,624
	1,288,624
	-
	-


	
	
	(Unit: Thousand Baht)

	
	
	Separate financial statements

	Joint venture
	Nature of business
	Shareholding percentage
	Carrying amounts based                            on cost method

	
	
	31 December 2016
	31 March
2016
	31 December 2016
	31 March
2016

	
	
	(%)
	(%)
	
	(Audited)

	AV Terrace Bay Inc.
	Manufacture of pulp
	60
	60
	1,288,624
	1,288,624

	Total
	
	
	
	1,288,624
	1,288,624


The Company recognised share of loss from investment in joint venture until the value of the investment approached zero. Subsequent losses incurred by the joint venture have not been recognised in the Company's accounts since the Company has no obligations, whether legal or constructive, to make any payments on behalf of the joint venture.
During the current period, no dividend received from the joint venture.

6.
Investments in associates

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

	
	
	Incorporated in
	
	Financial statements in which the equity method is applied

	Associates
	Nature of business
	
	Paid-up capital
	Shareholding percentage
	Carrying amounts based on equity method
	Allowance for impairment of investments
	Carrying amounts based on equity method - net

	
	
	
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 
2016
	31 December 2016
	31 March 2016
	31 December 2016
	31March 
2016

	
	
	
	
	
	Percent
	Percent
	
	(Audited)
	
	(Audited)
	
	(Audited)

	PT Indo Liberty Textiles



	Manufacture of synthetic yarn
	Indonesia
	USD 20 

million
	USD 20 

million
	40.00
	40.00
	397,947
	408,913
	-
	-
	397,947
	408,913

	Aditya Birla Chemicals (Thailand) Ltd.     
	Manufacture of chemical products
	Thailand
	Baht 1,700 million
	Baht 1,700 million
	29.98
	29.98
	3,239,446
	3,008,366
	-
	-
	3,239,446
	3,008,366

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of acrylic fiber
	Thailand
	Baht 713 million
	Baht 713 million
	30.00
	30.00
	490,028
	537,103
	-
	-
	490,028
	537,103

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Thailand
	Baht 300 million
	Baht 300 million
	24.98
	24.98
	3,271,395
	3,043,761
	-
	-
	3,271,395
	3,043,761

	Thai Polyphosphate and Chemicals Co., Ltd.
	Investment holding company
	Thailand
	Baht 125 million
	Baht 125 million
	49.00
	49.00
	2,610,597
	2,427,498
	-
	-
	2,610,597
	2,427,498

	Birla Lao Pulp & Plantations Ltd. 
	Manufacture of pulp
	Lao
	USD 50
 million
	USD 50
 million
	30.00
	30.00
	456,932
	450,478
	(292,722)
	(292,722)
	164,210
	157,756

	Birla Jingwei Fibres Co., Ltd.


	Manufacture of viscose staple fiber
	China 
	RMB 655 million
	RMB 655 million
	42.53
	42.53
	294,597
	121,839
	-
	-
	294,597
	121,839

	Aditya Group AB


	Investment holding company
	Sweden
	SEK 0.05 million
	SEK 0.05 million
	33.33
	33.33
	1,377,742
	1,457,757
	-
	-
	1,377,742
	1,457,757

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi
	Manufacture of viscose staple fiber
	Turkey
	TL 0.50 

million
	TL 60 

million
	33.33
	33.33
	24,706

	292,535


	-


	-


	24,706

	292,535



	Total
	
	
	
	
	
	
	12,163,390
	11,748,250
	(292,722)
	(292,722)
	11,870,668
	11,455,528

	
	
	
	(Unit: Thousand Baht)

	
	
	Incorporated in
	
	Separate financial statements

	Associates
	Nature of business
	
	Paid-up capital
	Shareholding percentage
	Cost
	Allowance for impairment of investments
	Carrying amounts based on cost method - net

	
	
	
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016

	
	
	
	
	
	Percent
	Percent
	
	(Audited)
	
	(Audited)
	
	(Audited)

	PT Indo Liberty Textiles



	Manufacture of synthetic yarn
	Indonesia
	USD 20 

million
	USD 20 

million
	40.00
	40.00
	197,909
	197,909
	-
	-
	197,909
	197,909

	Aditya Birla Chemicals   (Thailand) Ltd.     
	Manufacture of chemical products
	Thailand
	Baht 1,700 million
	Baht 1,700 million
	29.98
	29.98
	509,606
	509,606
	-
	-
	509,606
	509,606

	Thai Acrylic Fibre Co., Ltd.
	Manufacture of acrylic fiber
	Thailand
	Baht 713 million
	Baht 713 million
	30.00
	30.00
	407,215
	407,215
	-
	-
	407,215
	407,215

	Thai Carbon Black Plc.
	Manufacture of carbon black
	Thailand
	Baht 300 million
	Baht 300 million
	24.98
	24.98
	236,337
	236,337
	-
	-
	236,337
	236,337

	Thai Polyphosphate and Chemicals Co., Ltd.
	Investment holding company
	Thailand
	Baht 125 million
	Baht 125 million
	49.00
	49.00
	64,063
	64,063
	-
	-
	64,063
	64,063

	Birla Lao Pulp & Plantations Ltd. 
	Manufacture of pulp
	Lao
	USD 50
 million
	USD 50
 million
	30.00
	30.00
	481,102
	478,991
	(321,235)
	(321,235)
	159,867
	157,756

	Birla Jingwei Fibres Co., Ltd.


	Manufacture of viscose staple fiber
	China 
	RMB 655 million
	RMB 655 million
	42.53
	42.53
	1,388,455
	1,388,455
	-
	-
	1,388,455
	1,388,455

	Aditya Group AB


	Investment holding company
	Sweden
	SEK 0.05 million
	SEK 0.05 million
	33.33
	33.33
	1,824,238
	1,824,238
	-
	-
	1,824,238
	1,824,238

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi
	Manufacture of viscose staple fiber
	Turkey
	TL 0.50 

million
	TL 60 

million
	33.33
	33.33
	2,751

	330,200


	-


	-


	2,751

	330,200



	Total
	
	
	
	
	
	
	5,111,676
	5,437,014
	(321,235)
	(321,235)
	4,790,441
	5,115,779


During the periods, the Company has recognised its share of profit (loss) from investments in associates and dividend income as follows:
	
	
	(Unit: Thousand Baht)

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

	
	Share of profit (loss) from investments in associates
for the three-month periods ended 31 December
	Dividend income
for the three-month periods ended 31 December

	Associates
	2016
	2015
	2016
	2015

	PT Indo Liberty Textiles
	(25,383)
	(23,789)
	2,784
	5,544

	Aditya Birla Chemicals (Thailand) Ltd.     
	96,836
	77,439
	-
	-

	Thai Acrylic Fibre Co., Ltd.
	(81)
	31,342
	32,060
	-

	Thai Carbon Black Plc.
	95,637
	64,074
	-
	-

	Thai Polyphosphate and Chemicals Co., Ltd.
	84,568
	51,827
	-
	-

	Birla Lao Pulp & Plantations Ltd. 
	(751)
	(1,494)
	-
	-

	Birla Jingwei Fibres Co., Ltd.
	39,161
	28,916
	-
	-

	Aditya Group AB
	(970)
	27,867
	-
	-

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi
	7,490
	1,603
	-
	-

	Total
	296,507
	257,785
	34,844
	5,544


	
	
	(Unit: Thousand Baht)

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

	
	Share of profit (loss) from investments in associates
for the nine-month periods ended 31 December
	Dividend income
for the nine-month periods ended 31 December

	Associates
	2016
	2015
	2016
	2015

	PT Indo Liberty Textiles
	(14,876)
	(36,225)
	2,784
	5,544

	Aditya Birla Chemicals (Thailand) Ltd.     
	264,158
	256,785
	25,480
	25,480

	Thai Acrylic Fibre Co., Ltd.
	(15,016)
	124,640
	32,060
	-

	Thai Carbon Black Plc.
	291,784
	151,562
	44,963
	44,963

	Thai Polyphosphate and Chemicals Co., Ltd.
	187,784
	173,351
	-
	-

	Birla Lao Pulp & Plantations Ltd. 
	(3,053)
	(4,334)
	-
	-

	Birla Jingwei Fibres Co., Ltd.
	187,596
	18,506
	-
	-

	Aditya Group AB
	51,964
	(23,940)
	-
	-

	Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi
	21,447
	3,029
	38,184
	-

	Total
	971,788
	663,374
	143,471
	75,987


As at 31 December 2016, the fair value of investment in Thai Carbon Black Plc., a listed company on the Stock Exchange of Thailand, amounted to approximately Baht 1,910 million (31 March 2016: Baht 1,634 million).

Shares of profit (loss) from PT Indo Liberty Textiles, Thai Acrylic Fibre Co., Ltd., Thai Polyphosphate and Chemicals Co., Ltd., Birla Lao Pulp & Plantations Ltd. and Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi for the three-month and nine-month periods ended 31 December 2016 were determined based on the financial statements prepared by the management of that companies and not reviewed by their auditors. However, the Company’s management believed that the financial statements would not be materially different if they were reviewed by the auditors of the associates.
During the current period, the Company invested an additional USD 60,000 in ordinary shares of Birla Lao Pulp & Plantations Ltd. (60 ordinary shares of USD 1,000 each), or equivalent to approximately Baht 2 million, in order to maintain the Company’s shareholding in this company at 30 percent. As a result, as at 31 December 2016, the Company had investment of USD 15 million in the ordinary shares of this company (14,640 ordinary shares of USD 1,000 each), equivalent to approximately Baht 481 million.
On 15 July 2016, the Extraordinary General meetings of the shareholders of Aditya Birla Elyaf Sanayi Ve Ticaret Anonim Sirketi have passed resolutions approving the reduction of its share capital from TL 60 million (6 million ordinary shares with a par value of TL 10 each) to TL 0.50 million (50,000 ordinary shares with a par value of TL 10 each).     The registration of the capital reduction has become effective on 19 October 2016 and the capital reduction is not result in any change in the existing shareholding structure.          With this capital reduction, the investment in the ordinary shares of such company decreased by Baht 328 million. The Company received proceeds amounting to Baht 224 million and recognised loss from return of investment in the associate which reduced its capital amounting to Baht 103 million in the income statement for the current period.                       
7.
Other long-term investments
	
	(Unit: Thousand Baht)

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

	
	31 December   2016
	31 March 2016
	31 December   2016
	31 March 2016

	
	
	(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

	Total
	126,532
	126,532
	126,532
	126,532

	Add: Unrealised gain from changes in 
fair value of investments
	1,113,319
	1,023,270
	1,113,319
	1,023,270

	Fair value
	1,239,851
	1,149,802
	1,239,851
	1,149,802

	Investments in securities held to maturity
	
	
	
	

	Debentures
	
	
	
	

	Bangkok Bank Public Company Limited
	50,000
	50,000
	50,000
	50,000

	Total
	50,000
	50,000
	50,000
	50,000

	General investments 
	
	
	
	

	Ordinary shares
	
	
	
	

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

	AV Group NB Inc.
	545,506
	-
	545,506
	-

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

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

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

	Thai Peroxide Co., Ltd.
	20
	20
	20
	20

	Preference shares
	
	
	
	

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

	AV Group NB Inc.
	82,174
	-
	82,174
	-

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

	Aditya Group AB
	260,480
	260,480
	260,480
	260,480

	Total
	1,103,189
	1,103,189
	1,203,648
	1,203,648

	Less: Allowance for impairment of investment
	(166,335)
	(166,335)
	(266,794)
	(266,794)

	Net
	936,854
	936,854
	936,854
	936,854

	Total other long-term investments - net
	2,226,705
	2,136,656
	2,226,705
	2,136,656


During the nine-month periods ended 31 December 2016 and 2015, the Company received dividend income from its other long-term investments as summarised below.

	
	(Unit: Thousand Baht)

	
	Financial statements in which the equity method is applied/

Separate financial statements

	
	2016
	2015

	Grasim Industries Limited
	3,778
	3,786

	UltraTech Cement Limited
	1,077
	1,080

	Thai Peroxide Co.,Ltd.
	5,720
	-

	Total
	10,575
	4,866


Extraordinary General meetings of the shareholders of AV Cell Inc. and AV Nackawic Inc. held on 15 March 2016 have passed resolutions approving an amalgamation agreement between the two companies and the establishment of a new company under the name “AV Group NB Inc.”. The new company will receive the assets and liabilities of AV Cell Inc. and AV Nackawic Inc. at their net book values, including their rights and obligations.

Upon the amalgamation and registration of the new company becoming effective on        1 April 2016, the Company’s investments in ordinary shares and preferred shares of AV Cell Inc. and AV Nackawic Inc. has transferred to investments in ordinary shares and preferred shares of AV Group NB Inc., with the total number of shares and the total value of the investment remaining the same as before. The Company is therefore continue to maintain shareholding of 19 percent in the new company and the merger is not result in any change in the existing shareholding structure.

8.
Property, plant and equipment
 
Movements of the property, plant and equipment account during the nine-month period ended 31 December 2016 are summarised below.

	(Unit: Thousand Baht)

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

	Net book value as at 1 April 2016
	3,422,542

	Acquisitions during the period - at cost
	213,111

	Adjustment
	(82,927)

	Disposals during the period - net book value at                                          
	

	   disposal date
	(946)

	Depreciation for the period
	(294,538)

	Net book value as at 31 December 2016
	3,257,242


9.
Short-term loans from financial institutions
	(Unit: Thousand Baht)

	
	Interest rate
	Financial statements in which the equity method is applied/
Separate financial statements

	
	31 December  
2016
	31 March 
2016
	31 December         2016
	31 March 2016

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

	Short-term loans from financial institution
	-
	1.90 - 2.05
	-
	473,743

	Accounts payable - factoring
	0.90 - 1.20
	0.90 - 1.50
	322,824
	443,669

	Total
	
	
	322,824
	917,412


10.
Trade and other payables 
	
(Unit: Thousand Baht)

	
	Financial statements in which the equity method is applied/

Separate financial statements

	
	31 December 

2016
	31 March 2016

	
	
	(Audited)

	Trade payables - related parties
	51,402
	371,363

	Trade payables - unrelated parties
	709,283
	324,575

	Other payable - related parties
	6,091
	11,369

	Accrued expenses
	108,351
	149,344

	Total trade and other payables
	875,127
	856,651


11.
Income tax
 
Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.

Income tax expense for the three-month and nine-month periods ended 31 December 2016 and 2015 are made up as follows:

	



	
	(Unit: Thousand Baht)

	
	Financial statements in which the equity method is applied/

Separate financial statements

	
	For the three-month periods 

ended 31 December
	For the nine-month periods 

ended 31 December

	
	2016
	2015
	2016
	2015

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	-
	-
	-
	-

	Adjustment in respect of income tax of prior years
	-
	-
	14,303
	-

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	53,009
	60,110
	146,893
	107,463

	Income tax expense reported in the income statements
	53,009
	60,110
	161,196
	107,463



The amounts of income tax relating to each component of other comprehensive income for the three-month and nine-month periods ended 31 December 2016 and 2015 are as follows:
	



	
	(Unit: Thousand Baht)

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

	
	For the three-month periods ended 
31 December
	For the nine-month periods ended
 31 December

	
	2016
	2015
	2016
	2015

	Deferred tax relating to gains (losses) on changes in value of available-for-sale investments
	(25,619)
	10,216
	18,010
	9,595

	Total
	(25,619)
	10,216
	18,010
	9,595


12.
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.
13.
Dividends


During the nine-month period ended 31 December 2015, the Company paid dividend, in respect of earnings for the year ended 31 March 2015, of Baht 0.05 per share to its shareholders, or a total of approximately Baht 10 million. This dividend payment was approved by the Annual General Meeting of Shareholders No. 23/2015 on 24 July 2015.

During the nine-month period ended 31 December 2016, the Company paid dividend, in respect of earnings for the year ended 31 March 2016, of Baht 0.70 per share to its shareholders, or a total of approximately Baht 141 million. This dividend payment was approved by the Annual General Meeting of Shareholders No. 24/2016 on 25 July 2016
14.
Financial information by segment

The Company’s operations involve a single industry segment i.e. the manufacture and distribution of viscose rayon staple fiber and by-products for both domestic and export markets. 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.
15.
Commitments and contingent liabilities

15.1
Capital commitments

As at 31 December 2016, the Company had capital commitments of approximately Baht 99 million (31 March 2016: Baht 7 million) relating to the construction of factory buildings, acquisition and installation of machinery and equipment.
15.2
Operating lease and related service commitments
The Company has entered into operating lease agreements in respect of office space rental and related service agreements, the term of which is 3 years. Future minimum rentals payable under the agreements are as follows:
	
	
	(Unit: Million Baht)

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

	
	31 December 2016
	31 March 2016

	Payable:
	
	

	in up to 1 year
	3
	3

	in over 1 and up to 3 years
	-
	2


15.3
Long-term pulp purchase agreement


In 2016, the Company has 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. The agreement will expire on 30 June 2021.

15.4
Long-term caustic soda purchase agreements


In 2007 and 2012, the Company has entered into agreements to buy caustic soda from a local other company and a local related company, respectively, at the quantities and prices as stipulated in the agreements. The agreement with a local other company will expire on 31 March 2018, whereas the agreement with a local related company already expired and presently under negotiation for renewal.
15.5
Long-term electricity purchase agreements


In October 2010, the Company entered into the Electricity Purchase Agreement with Gulf JP NK2 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 September 2013.
15.6
Long-term service agreement



As at 31 December 2016, the Company has long-term service agreements as follow:

(a)
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 2019.
(b)
A consultancy service agreement with an overseas related company, whereby the latter agreed to provide Chinese textile industry information, marketing support, customer service and other necessary supports to the Company. The service charge is as stipulated in the agreement and the agreement will expire on          
31 March 2017.

15.7
Guarantees


As at 31 December 2016, there were outstanding bank guarantees of approximately Baht 63 million (31 March 2016: Baht 63 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 for electricity use, among others.
15.8
Litigation
In 2003, the Company, a related company and 4 other companies entered into a Memorandum of Understanding to invest in Alexandria Fiber Co., S.A.E. (“AFCO”), a company incorporated in Egypt. This company was established to manufacture and sell all kinds of acrylic fiber, with holding 55 percent of shares by the Company and the related company. The Company’s shareholding as at 31 December 2016 is 14.4 percent.

In 2014, because AFCO had a deficit, as a result of having persistent operating losses over an extended period of time, a meeting of the shareholders of AFCO passed a resolution to dissolve its operations and the liquidation process is currently in progress.
In March 2016, one of the other shareholders has filed suit against the Company and the related company with the Appellate Economic Court in Egypt, claiming compensation of approximately US dollars 27 million (or equivalent to approximately Baht 972 million), which was damages resulting from breaches by the Company and the related company that caused the losses incurred in AFCO. Currently, this case is at preliminary stage and under consideration by the court.

However, the Company and the related company has submitted a request for arbitration to the International Court of Arbitration, asking that court to order a suppression of the court case in Egypt in accordance with Memorandum of Understanding among the shareholders which is under consideration by the court. The management of the Company believes that this case will not result in losses to the Company based on the supporting evidence that the Company has and the terms of the agreement among the shareholders can be used to defend the case. For this reason, and based on the opinion of legal counsel, the Company has not recorded a provision for the contingent liability in the accounts.
16.
Tax assessment


In 2015, the Company received notice from the Revenue Department of the assessment of additional corporate income tax for the fiscal year 2009, totaling approximately Baht 43 million, including penalties and surcharges. The assessment was made because the method that the Company used to calculate net income or net loss from activities granted investment promotion differed from that stipulated in a relevant decision of the Board of Taxation. The Company did not accept the amount of the tax assessment, based on reference to the opinions of legal counsel and other state agencies, and therefore filed an appeal with the Revenue Department. Moreover, the Company did not set aside a provision for the tax assessment in its accounts for the year ended 31 March 2016 as management believed that there was a reasonable likelihood that the outcome of the appeal would be in favor of the Company. 


On 16 June 2016, the Ministry of Finance issued an announcement regarding the extension of deadlines for filing corporate income tax, which approved extensions of the deadlines for filing income tax and for filing requests for tax refunds until 1 August 2016, under prescribed procedures and conditions. The Company is eligible to benefit from this announcement, whereby the Company is required to file a request to pay corporate income tax within the above period and request to withdraw its appeal against the tax assessment made by the Revenue Department. As a result of this action the Company will be exempted from penalties and surcharges.

On July 2016, the management of the Company decided to settle this dispute, and submitted a tax return together with additional corporate income tax payment of approximately Baht 14 million, in accordance with the assessed amount. It also submitted a request to withdraw the appeal. The Company has therefore recorded the amount of additional income tax paid of approximately Baht 14 million in the financial statements for the nine-month ended 31 December 2016.

17.
Foreign currency - denominated assets and liabilities
Below is a summary of financial assets and liabilities denominated in foreign currencies as at 31 December 2016 and 31 March 2016.
	Foreign currency
	Financial assets
	Financial liabilities
	Average exchange rate

	
	31 December 2016
	31 March 2016
	31 December 2016
	31 March 2016
	31 December 

2016
	31 March 
2016

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

	US dollar
	15.7
	37.2
	16.4
	22.3
	35.7843
	35.1915

	Euro
	0.6
	0.4
	0.5
	0.5
	37.7066
	39.8418

	Canadian dollar
	4.5
	4.5
	-
	-
	26.5416
	27.0831

	Renminbi
	33.4
	49.3
	1.2
	-
	5.1367
	5.4284


Foreign exchange contracts outstanding of the Company at 31 December 2016 and                    31 March 2016 are summarised below.

	As at 31 December 2016

	Foreign
	Sold
	
	

	currency
	amount
	Contractual exchange rate
	Contractual maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	18.0
	35.3150 - 36.0590
	May 2017 - June 2017

	Renminbi
	32.3
	5.1550 - 5.1770 
	January 2017 - February 2017  

	Euro
	0.9
	38.0700 - 39.2400
	February 2017 - June 2017

	
	
	
	

	As at 31 March 2016

	Foreign
	Sold
	
	

	currency
	amount
	Contractual exchange rate
	Contractual maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	14.0
	34.9850 - 36.1849
	June 2016 - August 2016


18.
Fair value of financial instruments 
As of 31 December 2016, the Company had the assets that were measured at fair value using different levels of inputs as follows:
	(Unit: Thousand)

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

	
	Level 1
	Level 2
	Level 3
	Total

	Financial assets measured at fair value 
	
	
	

	Available-for-sale investments 
	
	
	
	

	Equity instruments 
	1,239,851
	-
	-
	1,239,851


During the current period, there were no transfers within the fair value hierarchy. 

19.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 10 February 2017.
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