Polyplex (Thailand) Public Company Limited and its subsidiaries 
Notes to consolidated financial statements
For the years ended 31 March 2008 and 2007
1.
General information

Polyplex (Thailand) Public Company Limited (“The Company”) is a public company incorporated and domiciled in Thailand. Its parent company is Polyplex Corporation Limited, which was incorporated in India. The Company is principally engaged in the manufacture and distribution of polyester films, metallized films, laminated polyester films and PET resins. The registered addresses of the Company’s head office and factory are as follows:


Head office: 75/26 Ocean Tower II, 18th Floor, Soi Sukhumvit 19, Sukhumvit Road, Kwaeng North Klongtoey, Khet Wattana, Bangkok.


Factory: Siam Eastern Industrial Park, 60/24 Moo 3, Tambol Mabyangporn, Amphur Pluakdaeng, Rayong.
2.
Basis of preparation
2.1
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.

2.2
Basis of consolidation

a)
The consolidated financial statements include the financial statements of the Company and the following subsidiary companies:

	Company’s name
	Nature of business
	Country of

incorporation
	Percentage of

shareholding
	Assets as a percentage

to the consolidated

total assets as at

31 March
	Revenues as a percentage

to the consolidated total

revenues for the year

ended 31 March

	
	
	
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	
	Percent
	Percent
	Percent
	Percent
	Percent
	Percent

	Polyplex (Americas) Inc.
	Distribution of polyester film
	United States of America
	80.24
	80.24
	3.69
	3.69
	9.85
	12.05

	Polyplex (Singapore) Pte. Ltd.
	Investment holding company
	Singapore
	100.00
	100.00
	0.02
	0.07
	-
	0.44

	Polyplex Europa Polyester Film Sanayi Ve Ticaret 
Anonim Sirketi

(100% owned by Polyplex (Singapore) Pte. Ltd.)
	Manufacture and distribution of polyester film and chips
	Turkey
	100.00
	100.00
	55.18
	47.44
	41.67
	39.38


b)
The financial statements of overseas subsidiary companies are translated into Thai Baht at the closing exchange rate as to assets and liabilities, and at monthly average exchange rates as to revenues and expenses. The resultant differences have been shown under the caption of “Translation adjustment” in shareholders’ equity.

c)
Significant balances and transactions between the Company and its subsidiary companies have been eliminated from the consolidated financial statements. 

d)
Investments in the subsidiary companies as recorded in the Company's books of account are eliminated against the equity of the subsidiary companies. The resultant differences are amortised over a period of 5 years commencing as from the date of acquisition of the investment.

2.3
The separate financial statements, which present investments in subsidiaries under the cost method, have been prepared solely for the benefit of the public.

3.
Adoption of new accounting standards 

The Federation of Accounting Professions has issued Notifications No. 9/2550, 38/2550 and 62/2550 regarding Accounting Standards. The notifications mandate the use of the following new Accounting Standards.

3.1
Accounting standards which are effective for the current year

TAS 44 (revised 2007)
Consolidated and Separate Financial Statements

TAS 45 (revised 2007)
Investments in Associates

TAS 46 (revised 2007)
Interests in Joint Ventures


These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2007. During the current year, the Company changed its accounting policy for recording investments in subsidiaries in the separate financial statements in order to comply with the revised Thai Accounting Standards No. 44 as discussed in Note 4. 
3.2
Accounting standards which are not effective for the current year

TAS 25 (revised 2007)
Cash Flow Statements

TAS 29 (revised 2007)
Leases

TAS 31 (revised 2007)
Inventories

TAS 33 (revised 2007)
Borrowing Costs

TAS 35 (revised 2007) 
Presentation of Financial Statements

TAS 39 (revised 2007)
Accounting Policies, Changes in Accounting Estimates and Errors

TAS 41 (revised 2007) 
Interim Financial Reporting

TAS 43 (revised 2007) 
Business Combinations

TAS 49 (revised 2007) 
Construction Contracts

TAS 51
Intangible Assets


These accounting standards will become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these accounting standards and believes that they will not have any significant impact on the financial statements for the year in which they are initially applied. 

4.
Change in accounting policy for recording investments in subsidiaries in the separate financial statements

During the current year, the Company changed its accounting policy for recording investments in subsidiaries in the separate financial statements from the equity method to the cost method, in compliance with Accounting Standard No. 44 (Revised 2007) regarding “Consolidated and Separate Financial Statements”, under which investments in subsidiaries, jointly controlled entities and associates are to be presented in the separate financial statements under the cost method.


In this regard, the Company has restated the previous period’s separate financial statements as though the investments in the subsidiaries had originally been recorded using the cost method. The change has the effect of suppressing net income in the separate income statements for the year ended 31 March 2008 and 2007 by Baht 379.7 million (Baht 0.47 per share) and Baht 154.0 million (Baht 0.19 per share), respectively. The cumulative effect of the change in accounting policy has been presented under the heading of “Cumulative effect of the change in accounting policy for investments in subsidiaries” in the separate statements of changes in shareholders’ equity.


Such change in accounting policy affects only the accounts related to investments in subsidiaries in the Company’s separate financial statements, with no effect to the consolidated financial statements.

5.
Significant accounting policies
5.1
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.


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. 

5.2
Cash and cash equivalents


Cash and cash equivalents consist of cash in hand, cash at banks, and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restrictions.

5.3
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. 

5.4
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 (average method) and net realisable value and are charged to production costs whenever consumed.

5.5
Investments 

Investments in subsidiaries are accounted for in the separate financial statements using the cost method.


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. 

5.6
Property, plant and equipment/Depreciation


Land is stated at cost. Buildings 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 building improvements
-
20, 50 years

Machinery and equipment
-
18 years

Furniture, fixtures and office equipment
-
5 - 10 years

Motor vehicles
-
5 years

 
Depreciation is included in determining income.

 
No depreciation is provided on land, machinery in transit, and assets under installation and construction.

5.7
Intangible assets and amortisation

 
Intangible assets are stated at cost less accumulated amortisation. Amortisation is calculated by reference to cost on a straight-line basis over the expected future period, for which the assets are expected to generate economic benefit, as follows:
Goodwill 
-
5 years

Computer software
-
5 years

 
The amortisation is included in determining income.

5.8
Related party transactions

 
Related parties comprise enterprises and individuals that control, or are controlled by, the Company and its subsidiaries, whether directly or indirectly, or which are under common control with the Company and its subsidiaries.

 
They also include associated companies and individuals which directly or indirectly own a voting interest in the Company and its subsidiaries that gives them significant influence over the Company and its subsidiaries, key management personnel, directors and officers with authority in the planning and direction of the operations of the Company and its subsidiaries.


5.9
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.

5.10
Impairment of assets

 
The Company and its subsidiaries assess at each reporting date whether there is an indication that an asset may be impaired. If any such indication exists, they make 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.

5.11
Capitalisation of interest costs


The interest costs of borrowings for use in the construction of the buildings and machinery are capitalised as part of the costs of those assets. Capitalisation ceases when the buildings and machinery are ready for use or when the construction is suspended, and until active construction resumes.

5.12
Employee benefits

 
Salaries, wages, bonuses, contributions to the social security fund and provident fund, and other employee benefits are recognised as expenses when incurred.

5.13
Provisions

 
Provisions are recognised when the Company and its subsidiaries have 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. 

5.14
Income tax

 
Income tax is provided for in the accounts based on the taxable profits determined in accordance with tax legislation. 


5.15
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.

6.
Related party transactions

During the years, the Company and its subsidiaries had significant business transactions with related parties. These transactions arose in the ordinary course of business and have been concluded on commercial terms and bases agreed upon between the Company and those companies. Below is a summary of those transactions.

	
	
	(Unit: Million Baht)

	
	Consolidated       financial statements
	Separate           financial statements
	Transfer pricing policy

	
	2008
	2007
	2008
	2007
	

	Transactions with subsidiaries
	
	
	
	
	

	  (eliminated from the consolidated financial statements)
	
	
	
	
	

	Sales of goods
	-
	-
	449.8
	1,049.9
	Market price or transfer pricing policy guidelines

	Dividend income
	-
	-
	4.3
	-
	As declared

	Transactions with related companies
	
	
	
	
	

	Other income
	0.3
	4.7
	-
	-
	Market price

	Purchases of raw materials
	113.7
	31.1
	-
	-
	Market price

	Other expenses
	2.0
	1.2
	1.0
	1.2
	Market price



The balance of the accounts as at 31 March 2008 and 2007 between the Company and those related companies are as follows:

	(Unit: Baht)

	
	Consolidated
financial statements
	Separate
financial statements

	
	2008
	2007
	2008
	2007

	Trade accounts receivable - related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Polyplex (Americas) Inc.
	-
	-
	112,479,798
	129,936,825

	Polyplex Europa Polyester Film Sanayi Ve Ticaret Anonim Sirketi 
	-
	-
	14,755,894
	6,976,996

	Total trade accounts receivable - related parties
	-
	-
	127,235,692
	136,913,821

	
	
	
	
	

	Trade accounts payable - related party
	
	
	
	

	Parent company
	
	
	
	

	Polyplex Corporation Ltd.
	34,183,623
	14,267,389
	-
	-

	Total trade accounts payable - related party
	34,183,623
	14,267,389
	-
	-


 
Directors and management’s remuneration

 
In 2008 the Company paid salaries, meeting allowances and gratuities to its directors and management totaling Baht 18.3 million (2007: Baht 12.5 million).


Guarantee obligations with related parties

 
The Company has outstanding guarantee obligations with its related parties, as described in Note 22.4 to the financial statements.

7.
Trade accounts receivable

The outstanding balances of trade accounts receivable as at 31 March 2008 and 2007 are aged, based on due date, as follows:

	(Unit: Baht)

	
	Consolidated
financial statements
	Separate
financial statements

	
	2008
	2007
	2008
	2007

	Unrelated parties
	
	
	
	

	Not yet due
	1,369,428,230
	714,537,952
	777,346,674
	401,202,766

	Past due
	
	
	
	

	Up to 3 months
	67,853,371
	73,744,970
	38,351,949
	51,113,381

	3 - 6 months
	4,277,402
	245,669
	880,847
	245,669

	Over 6 months
	825,857
	925,857
	825,857
	925,857

	Total
	1,442,384,860
	789,454,448
	817,405,327
	453,487,673

	Less: Allowance for doubtful debts
	(825,857)
	(925,857)
	(825,857)
	(925,857)

	Net
	1,441,559,003
	788,528,591
	816,579,470
	452,561,816

	Related parties
	
	
	
	

	Not yet due
	-
	-
	127,235,692
	136,913,821

	Total
	-
	-
	127,235,692
	136,913,821

	Trade accounts receivable - net
	1,441,559,003
	788,528,591
	943,815,162
	589,475,637


8.
Inventories
	
	
	(Unit: Baht)

	
	Consolidated
financial statements
	Separate
financial statements

	
	2008
	2007
	2008
	2007

	Finished goods
	144,174,171
	166,940,890
	21,823,255
	29,990,982

	Work in process
	129,480,790
	62,434,002
	43,188,705
	30,505,122

	Raw materials
	197,810,479
	261,848,402
	110,969,009
	166,242,099

	Spare parts and factory supplies
	104,933,652
	75,502,896
	49,995,395
	49,356,913

	Materials in transit
	190,203,876
	98,458,410
	-
	-

	Total
	766,602,968
	665,184,600
	225,976,364
	276,095,116

	Less :
Allowance for diminution in value of inventories
	-
	(3,040,820)
	-
	-

	Inventories - net
	766,602,968
	662,143,780
	225,976,364
	276,095,116


9.
Investments in subsidiaries

These represent investments in ordinary shares and preference shares in the following subsidiary companies.

	(Unit: Baht)

	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received for the year ended 31 March

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	
	Percent
	Percent
	
	
	
	

	Ordinary shares
	
	
	
	
	
	
	
	

	Polyplex (Singapore) Pte. Ltd.
	EUR 0.8 million
	EUR 0.8 million
	100.00
	100.00
	41,440,000
	41,440,000
	-
	-

	Polyplex (Americas) Inc.
	USD 1.3 million
	USD 1.3 million
	80.24
	80.24
	41,660,675
	41,660,675
	4,315,019
	-

	
	
	
	
	
	83,100,675
	83,100,675
	4,315,019
	-

	Preference shares
	
	
	
	
	
	
	
	

	Polyplex (Singapore) Pte. Ltd.
	EUR 41.3 million
	EUR 30.9 million
	100.00
	100.00
	2,062,253,476
	1,553,810,039
	-
	-

	Share deposit paid in advance
	
	
	
	
	7,503,808
	108,117,245
	-
	-

	
	
	
	
	
	2,069,757,284
	1,661,927,284
	-
	-

	Total investments in subsidiaries
	
	
	
	
	2,152,857,959
	1,745,027,959
	4,315,019
	-



As at 31 March 2008, the Company had investments in 193,500 preference shares of Polyplex (Singapore) Pte. Ltd. (2007: 140,200 shares). These preference shares are non-cumulative and non-participative preference shares. The Company is entitled to receive dividend at a rate not to exceed 7% per annum, in years in which dividend is declared.
10.
Property, plant and equipment
	
	
	
	
	
	
	
	
	(Unit: Baht)

	
	Consolidated financial statements

	
	Land
	Buildings and building improvements
	Machinery and equipment
	Furniture, fixtures and office equipment
	Motor vehicles
	Assets under installation and construction
	Machinery     in transit
	Total

	Cost
	
	
	
	
	
	
	
	

	31 March 2007
	160,292,055
	562,897,000
	3,707,094,992
	58,860,075
	30,939,962
	21,828,972
	-
	4,541,913,056

	Purchases
	3,478,633
	130,000
	13,794,303
	2,017,431
	1,662,000
	1,839,903,232
	93,673,387
	1,954,658,986

	Disposals
	-
	-
	(1,036,214)
	(274,454)
	(1,690,295)
	-
	-
	(3,000,963)

	Transfer in/(Transfer out)
	-
	5,396,512
	26,794,296
	2,568,097
	356,858
	(36,893,032)
	-
	(1,777,269)

	Translation adjustment
	3,880,188
	26,135,484
	107,674,129
	1,850,169
	624,906
	62,185,110
	-
	202,349,986

	31 March 2008
	167,650,876
	594,558,996
	3,854,321,506
	65,021,318
	31,893,431
	1,887,024,282
	93,673,387
	6,694,143,796

	Accumulated depreciation
	
	
	
	
	
	
	
	

	31 March 2007
	-
	35,319,228
	467,504,645
	24,536,002
	18,048,421
	-
	-
	545,408,296

	Depreciation for the year
	-
	16,510,274
	209,647,432
	8,588,418
	4,968,469
	-
	-
	239,714,593

	Disposals
	-
	-
	(90,946)
	(210,851)
	(1,648,621)
	-
	-
	(1,950,418)

	Transfer in/(Transfer out)
	-
	(104,043)
	(1,175,500)
	1,018,287
	356,858
	-
	-
	95,602

	Translation adjustment
	-
	891,345
	10,354,949
	407,784
	331,558
	-
	-
	11,985,636

	31 March 2008
	-
	52,616,804
	686,240,580
	34,339,640
	22,056,685
	-
	-
	795,253,709

	Net book value
	
	
	
	
	
	
	
	

	31 March 2007
	160,292,055
	527,577,772
	3,239,590,347
	34,324,073
	12,891,541
	21,828,972
	-
	3,996,504,760

	31 March 2008
	167,650,876
	541,942,192
	3,168,080,926
	30,681,678
	9,836,746
	1,887,024,282
	93,673,387
	5,898,890,087

	Depreciation for the year

	2007 (Baht 206.2 million included in manufacturing cost, and the balance in selling and administrative expenses)
	221,837,313

	2008 (Baht 224.3 million included in manufacturing cost, and the balance in selling and administrative expenses)
	239,714,593


	
	
	
	
	
	
	
	
	(Unit: Baht)

	
	Separate financial statements

	
	Land
	Buildings and building improvements
	Machinery and equipment
	Furniture, fixtures and office equipment
	Motor vehicles
	Assets under installation and construction
	Machinery     in transit
	Total

	Cost
	
	
	
	
	
	
	
	

	31 March 2007
	103,181,652
	163,510,492
	2,076,370,350
	28,472,643
	17,109,232
	6,280,372
	-
	2,394,924,741

	Purchases
	-
	130,000
	13,794,303
	1,950,692
	1,662,000
	338,346,223
	93,673,387
	449,556,605

	Disposals
	-
	-
	-
	(234,400)
	(1,690,295)
	-
	-
	(1,924,695)

	Transfer in/(Transfer out)
	-
	5,040,000
	770,000
	-
	-
	(5,810,000)
	-
	-

	31 March 2008
	103,181,652
	168,680,492
	2,090,934,653
	30,188,935
	17,080,937
	338,816,595
	93,673,387
	2,842,556,651

	Accumulated depreciation

	31 March 2007
	-
	26,786,914
	367,617,406
	19,454,660
	13,902,732
	-
	-
	427,761,712

	Depreciation for the year
	-
	8,335,092
	115,839,481
	4,408,265
	2,115,619
	-
	-
	130,698,457

	Disposals
	-
	-
	-
	(196,815)
	(1,648,621)
	-
	-
	(1,845,436)

	31 March 2008
	-
	35,122,006
	483,456,887
	23,666,110
	14,369,730
	-
	-
	556,614,733

	Net book value
	
	
	
	
	
	
	
	

	31 March 2007
	103,181,652
	136,723,578
	1,708,752,944
	9,017,983
	3,206,500
	6,280,372
	-
	1,967,163,029

	31 March 2008
	103,181,652
	133,558,486
	1,607,477,766
	6,522,825
	2,711,207
	338,816,595
	93,673,387
	2,285,941,918

	Depreciation for the years 

	2007 (Baht 122.8 million included in manufacturing cost, and the balance in selling and administrative expenses)
	130,307,165

	2008 (Baht 124.2 million included in manufacturing cost, and the balance in selling and administrative expenses)
	130,698,457


 
The Company and its subsidiaries have pledged their assets amounting to approximately Baht 3,192.2 million (2007: Baht 2,094.8 million) as collateral against credit facilities received from financial institutions (The Company only: Baht 1,784.1 million, 2007: Baht 1,376.1 million).

During the year ended 31 March 2008, the Company and its subsidiaries capitalised borrowing cost amounting to Baht 19.1 million (2007: Baht 2.01 million) as part of the cost of buildings and assets under construction and installation (The Company only: Baht 4.5 million, 2007: nil).
11.
Intangible assets
	 (Unit: Baht)

	
	Consolidated financial statements

	
	Computer software
	Goodwill
	Total

	Cost
	
	
	

	As at 31 March 2007
	2,818,727
	7,044,275
	9,863,002

	Additions
	1,872,872
	-
	1,872,872

	Translation adjustment
	262,275
	-
	262,275

	As at 31 March 2008
	4,953,874
	7,044,275
	11,998,149

	Accumulated amortisation
	
	
	

	As at 31 March 2007
	855,018
	1,761,069
	2,616,087

	Amortisation expenses for the year
	664,361
	1,408,855
	2,073,216

	Translation adjustment
	83,561
	-
	83,561

	As at 31 March 2008
	1,602,940
	3,169,924
	4,772,864

	Net book value
	
	
	

	As at 31 March 2007
	1,963,709
	5,283,206
	7,246,915

	As at 31 March 2008
	3,350,934
	3,874,351
	7,225,285

	Amortisation expenses for the year

	2007
	
	
	1,964,259

	2008
	
	
	2,073,216


12.
Bank overdrafts and short-term loans from financial institutions
	(Unit: Baht)

	
	Consolidated 
financial statements
	Separate
financial statements

	
	2008
	2007
	2008
	2007

	Bank overdrafts 
	54,660,930
	-
	18,371,463
	-

	Short-term loans from financial institutions
	22,803,580
	238,052,008
	-
	-

	Total
	77,464,510
	238,052,008
	18,371,463
	-



As at 31 March 2008, bank overdrafts of the Company and a subsidiary company carry interest at rates of MOR and 5.1% per annum, respectively. The subsidiary’s bank overdrafts are guaranteed by the Company.
 
As at 31 March 2008, short-term loans from financial institutions of subsidiaries carry interest at a rate of Libor+1% per annum (2007: 4.50% - 4.68% per annum) and are guaranteed by the Company.
13.
Long-term loans from financial institutions
	 (Unit: Baht)

	Loans
	Repayment schedule
	Consolidated

financial statements
	Separate

financial statements

	
	
	2008
	2007
	2008
	2007

	Floating rate loans (Euribor + 0.6% to 3.125%) 
	Repayable as from April 2006 to December 2017
	2,228,513,283
	1,233,611,169
	656,282,396
	657,330,800

	Floating rate loans  (Libor + 1.5% to 2.0%) 
	Repayable as from December 2009  to November 2016
	416,157,048
	-
	416,157,048
	-

	Fixed rate loans   (3.83% - 5.01%)
	Repayable as from April 2006 to December 2013
	261,034,528
	154,935,812
	119,510,000
	-

	Total
	
	2,905,704,859
	1,388,546,981
	1,191,949,444
	657,330,800

	Less: Current portion
	
	(252,938,710)
	(155,740,126)
	(114,831,915)
	(41,224,032)

	Net
	
	2,652,766,149
	1,232,806,855
	1,077,117,529
	616,106,768


 
The Company’s loan facilities are secured by the mortgage of land, premises and machinery of the Company. The subsidiary’s loan facilities are secured by the pledge of land, premises and machinery of the subsidiary, and are guaranteed by the Company.
The loan agreements contain covenants that, among other things, require the Company and its subsidiaries to maintain a certain debt to equity ratio and debt service coverage ratio, and require a subsidiary to maintain a particular current ratio.
14.
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.

15.
Number of employees and related costs
	
	Consolidated financial statements
	Separate
financial statements

	
	2008
	2007
	2008
	2007

	Number of employees at end of year (persons)
	520
	425
	288
	246

	Employee costs for the year (Thousand Baht)
	339,350
	282,854
	141,368
	116,276


16.
Corporate income tax
 
No corporate income tax was payable for the years, since the Company has been granted promotional privileges under the Investment Promotion Act B.E. 2520 by the Board of Investment.

17.
Promotional privileges
 
The Company has received promotional privileges from the Board of Investment for the manufacture of polyester films, metallized films, laminated polyester films and PET resins. As a promoted company, the Company must comply with certain conditions and restrictions provided for in the promotional certificates. 


The Company’s sales for the years ended 31 March 2008 and 2007 divided according to promoted and non-promoted operations are set out below.

	(Unit: Baht)

	
	Separate financial statements

	
	Promoted operations
	Non-promoted operations
	Total

	
	2008
	2007
	2008
	2007
	2008
	2007

	Sales
	
	
	
	
	
	

	Domestic sales
	641,831,562
	496,178,167
	-
	-
	641,831,562
	496,178,167

	Export sales
	2,890,144,673
	2,828,106,549
	-
	-
	2,890,144,673
	2,828,106,549

	Total sales
	3,531,976,235
	3,324,284,716
	-
	-
	3,531,976,235
	3,324,284,716


18.
Basic earnings per share

Basic earnings per share are calculated by dividing net income for the year by the weighted average number of ordinary shares in issue during the year.

19.
Dividends

On 27 July 2007, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 0.17 per share, or a total Baht 136.0 million, to the shareholders from the earnings for the year ended 31 March 2007.


On 28 July 2006, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 0.28 per share, or a total Baht 224.0 million, to the shareholders from the earnings for the year ended 31 March 2006.

20.
Financial information by segment

The Company and its subsidiaries’ operations involve principally a single industry segment, the manufacture and distribution of polyester films, metallized films, laminated polyester films and PET resins, and are carried on in two geographic areas in Thailand and abroad, as operated by subsidiaries. The financial information of the Company and its subsidiaries by geographical segment, for the years ended 31 March 2008 and 2007 are as follows:

	(Unit: Million Baht)

	
	Thailand
	Abroad
	Elimination of inter-segment revenues
	Consolidation

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	Sales to external customers
	3,082.2
	2,274.4
	3,316.5
	2,444.2
	-
	-
	6,398.7
	4,718.6

	Intersegment sales
	449.8
	1,049.9
	192.7
	25.3
	(642.5)
	(1,075.2)
	-
	-

	Total sales
	3,532.0
	3,324.3
	3,509.2
	2,469.5
	(642.5)
	(1,075.2)
	6,398.7
	4,718.6

	Segment income
	482.6
	225.3
	465.6
	198.1
	
	
	918.4
	430.0

	Unallocated income and expenses:
	
	
	
	
	
	
	

	Amortisation of goodwill
	
	
	
	
	
	
	(1.4)
	(1.4)

	Interest expenses 
	
	
	
	
	
	
	(91.3)
	(80.8)

	Corporate income tax
	
	
	
	
	
	
	(9.3)
	(4.4)

	Minority interest
	
	
	
	
	
	
	(2.8)
	(1.6)

	Net income
	
	
	
	
	
	
	813.6
	341.8

	

	As at 31 March 2008 and 2007
	
	
	
	
	
	
	
	

	Property, plant and equipment
	2,285.9
	1,967.2
	3,612.9
	2,029.3
	-
	-
	5,898.9
	3,996.5

	Unallocated assets
	
	
	
	
	
	
	2,400.4
	1,841.4

	Total assets
	
	
	
	
	
	
	8,299.3
	5,837.9



Transfer prices between segments are as set out in Note 6 to the financial statements.

21.
Provident fund

The Company and its employees have jointly established a provident fund in accordance with the Provident Fund Act B.E. 2530. Both employees and the Company contributed to the fund monthly at the rate of 2 percent of basic salary. The fund, which is managed by a licensed fund manager, will be paid to employees in accordance with the fund rules. During the year ended 31 March 2008, the Company contributed Baht 737,404 (2007: Baht 663,021) to the fund.
22.
Commitments and contingent liabilities
22.1
Capital commitments


As at 31 March 2008, the Company and its subsidiaries had capital commitments of approximately Baht 209.54 million (2007: Baht 868.96 million), relating to the construction of factory buildings, and acquisition of machinery and equipments (The Company only: Baht 39.27 million, 2007: Baht 124.73 million).

22.2
Operating lease commitments



The Company has entered into several lease agreements in respect of the lease of office building space, motor vehicles and equipment.


Future minimum rentals payable under these leases as at 31 March 2008 are as follows: 
	
	Thousand Baht

	Payable within:
	

	1 years
	2,761

	2 to 5 years
	5,134


22.3
Service agreements


As at 31 March 2008, the Company had commitments totaling Baht 21.5 million under various service agreements. These agreements terminate between June 2008 and July 2010.
22.4
Guarantees


The Company has given short term guarantees worth USD 6.0 million against working capital facilities of its subsidiaries. In addition to this, the company has given guarantee of EUR 34.5 million for the long term loans taken by its subsidiary (Polyplex Europa Polyester Film Sanayi Ve Ticaret Anonim Sirketi) out of which EUR 17.4 million against thin film line expansion project will be valid until the mortgage and commercial enterprise pledge are established in favor of the lending bank. 


Apart from above, as at 31 March 2008 there were outstanding bank guarantees of approximately Baht 1.5 million and EUR 7.9 million (2007: Baht 12.6 million, USD 2.4 million and EUR 0.35 million) issued by the banks on behalf of the Company and its subsidiaries in respect of certain performance bonds as required in the normal course of businesses (The Company only: Baht 1.5 million, 2007: Baht 12.6 million and USD 2.4 million).

23.
Financial instruments
23.1
Financial risk management


The Company and its subsidiaries’ financial instruments, as defined under Thai Accounting Standard No. 48 “Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalents, trade accounts receivable, investments, trade accounts payable, and short-term and long-term loans. The financial risks associated with these financial instruments and how they are managed is described below.


Credit risk


The Company and its subsidiaries are exposed to credit risk primarily with respect to trade accounts receivable, notes and other receivable. The Company and its subsidiaries manage the risk by adopting appropriate credit control policies and procedures and therefore do not expect to incur material financial losses. In addition, the Company and its subsidiaries do 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, other receivables and notes receivable as stated in the balance sheet.

Interest rate risk


The Company and its subsidiaries’ exposure to interest rate risk relates primarily to its cash at banks, bank overdrafts, and short-term and long-term borrowings. Significant financial assets and liabilities as at 31 March 2008 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. 

	
	Consolidated financial statements

	
	Fixed interest rates
	Floating
	Non-
	
	

	
	Within 1 year
	1-5 years
	Over 5 years
	interest rate
	interest bearing
	Total
	Interest rate

	
	(Million Baht)
	(% p.a.)

	Financial Assets
	
	
	
	
	
	
	

	Cash and cash equivalent 
	-
	-
	-
	51.7
	35.2
	86.9
	0.13 - 15.75

	Trade accounts receivable
	-
	-
	-
	-
	1,441.6
	1,441.6
	-

	
	-
	-
	-
	51.7
	1,476.8
	1,528.5
	

	Financial liabilities
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans from financial institutions
	36.3
	-
	-
	41.2
	-
	77.5
	Libor + 1, MOR and 5.1

	Trade accounts payable
	-
	-
	-
	-
	773.8
	773.8
	-

	Accounts payable for purchases of fixed assets
	-
	-
	-
	-
	124.2
	124.2
	-

	Long-term loans
	80.6
	180.4
	-
	2,644.7
	-
	2,905.7
	See Note 13

	
	116.9
	180.4
	-
	2,685.9
	898.0
	3,881.2
	


	
	Separate financial statements

	
	Fixed interest rates
	Floating
	Non-
	
	

	
	Within 1 year
	1-5 years
	Over 5 years
	interest rate
	interest bearing
	Total
	Interest rate

	
	(Million Baht)
	(% p.a.)

	Financial Assets
	
	
	
	
	
	
	

	Cash and cash equivalent 
	-
	-
	-
	8.5
	0.6
	9.1
	0.13 - 2.10

	Trade accounts receivable
	-
	-
	-
	-
	943.8
	943.8
	-

	
	-
	-
	-
	8.5
	944.4
	952.9
	

	Financial liabilities
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans from financial institutions
	-
	-
	-
	18.4
	-
	18.4
	MOR

	Trade accounts payable
	-
	-
	-
	-
	478.4
	478.4
	-

	Accounts payable for purchases of fixed assets
	-
	-
	-
	-
	43.6
	43.6
	-

	Long-term loans
	-
	119.5
	-
	1,072.4
	-
	1,191.9
	See Note 13

	
	-
	119.5
	-
	1,090.8
	522.0
	1,732.3
	


The Company entered into interest rate swap agreements to manage risk associated with the certain financial liabilities carrying floating interest. The details of long-term loans from financial institutions are set out in Notes to the financial statements No. 13.

As at 31 March 2008, the Company has an interest rate swap agreement with a bank by which the Company agreed to swap the interest rate of EUR 5.7 million (2007: EUR 6.0 million) from a floating interest rate, Euribor per annum, to a fixed interest rate at 3.12 percent per annum.

Foreign currency risk


The Company and its subsidiaries’ exposure to foreign currency risk arise mainly from trading transactions that are denominated in foreign currencies. The Company and its subsidiaries seek to reduce this risk by entering into forward exchange contracts when it considers appropriate. Generally, the forward contracts mature within one year. 


The Company’s balances of financial assets and liabilities denominated in foreign currencies as at 31 March 2008 are summarised below. 

	
	Financial
	Financial 
	Average exchange rate

	Foreign currency
	assets
	liabilities
	as at 31 March 2008

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

	US dollar
	13.7
	14.3
	31.3929 – 31.6229

	Euro
	7.4
	13.1
	49.4394 – 50.0139

	Japanese yen
	13.6
	-
	0.3131 – 0.3183



As at 31 March 2008, the Company had forward foreign exchange contracts to sell EUR 3.0 million at the contractual exchange rates of Baht 47.98 – 49.48 per EUR 1.

As at 31 March 2008, a subsidiary had forward foreign exchange contracts as follows:
	Bought amount
	Contractual exchange rate

	
	

	YTL 0.7 million
	YTL 1.359 per USD 1

	YTL 1.0 million
	YTL 2.006 - 2.092 per EUR 1

	USD 0.3 million
	USD 1.580 per EUR 1


23.2
Fair values of financial instruments


Since the majority of the Company and its subsidiaries’ 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. 

24.
Reclassification
 
Certain other amounts in the financial statements for the year ended 31 March 2007 have been reclassified to conform to the current year’s classification but with no effect to previously reported net income or shareholders' equity other than the effect arising from the change in accounting policy as described in Note 4. 
25.
Approval of financial statements
 
These financial statements were authorised for issue by the Company’s authorised directors on 13 May 2008.
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