(Unaudited but reviewed)


Polyplex (Thailand) Public Company Limited and its subsidiaries 

Notes to consolidated interim financial statements

For the three-month and nine-month periods ended 31 December 2008 

1.
General information

1.1
Corporate 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 factories are as follows:


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


Factory 1: Siam Eastern Industrial Park, 60/24 Moo 3, Tambol Mabyangporn, Amphur Pluakdaeng, Rayong.

Factory 2: Siam Eastern Industrial Park, 60/91 Moo 3, Tambol Mabyangporn, Amphur Pluakdaeng, Rayong.

1.2
Economic crisis 


The financial crisis experienced by the United States over the past year has had far reaching adverse effect on the global economy as evidenced by sharp falls in share prices worldwide, tight squeeze on credit including interbank lending, failures of large overseas financial institutions and reduced consumer confidence. The crisis has affected substantially business and financial plans of Thai enterprises and their asset values. Despite considerable efforts made by governments of many countries to contain the crisis, it remains uncertain as to when the global economy will return to its normalcy. These financial statements have been prepared on the bases of facts currently known to the Company, and on estimates and assumptions currently considered appropriate. However, they could be affected by an array of future events.

1.3
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with accounting standard No. 41 (revised 2007) “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, and the statements of income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.


The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus 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 official statutory financial statements.

1.4
Basis of interim consolidation


The consolidated interim financial statements for the nine-month period ended 31 December 2008 include the financial statements of the Company and its subsidiaries as follows:

	Company’s name
	Nature of business
	Country of incorporation
	Percentage of shareholding
	Assets as a percentage to the consolidated total assets as at 

31 December 2008
	Revenues as a percentage to the consolidated total revenues for the 

nine-month period ended 31 December 2008

	
	
	
	Percent
	Percent
	Percent

	Polyplex (Americas), Inc.
	Distribution of polyester film
	United States of America
	80.24
	8.93
	20.31

	Polyplex (Singapore) Pte. Ltd.
	Investment holding company
	Singapore
	100.00
	0.01
	0.20

	Polyplex Europa Polyester Film Sanayi Ve Ticaret 
Anonim Sirketi

(100% owned by Polyplex (Singapore) Pte. Ltd.)
	Manufacture and distribution of polyester film
	Turkey
	100.00
	53.61
	38.70


1.5
Accounting standards which are effective for the current year

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:

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 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 TAS 49 is not relevant to the business of the Company, whereas TAS 25, TAS 29, TAS 31, TAS 33, TAS 35, TAS 39,    TAS 41 and TAS 51 do not have any significant impact on the financial statements for the current period.

The following accounting standards have an impact to the financial statements for the current period. 

TAS 43 (revised 2007) “Business Combinations”



TAS 43 (revised 2007) does not require the amortisation of goodwill acquired in a business combination. Such goodwill is instead to be tested for impairment, and measured at cost less accumulated impairment losses. This accounting standard applies to goodwill arising from business combinations for which the agreement date is on or after 1 January 2008. Previously recognised goodwill can be accounted for prospectively, with the Company discontinuing the amortisation of the goodwill and instead testing for impairment, as from the beginning of the first fiscal year starting on or after 1 January 2008.

1.6
Accounting standards which are not effective for the current year

The Federation of Accounting Professions has issued Notifications No. 86/2550 regarding Accounting Standards. The notifications mandate the use of the following new Accounting Standards:

TAS 36 (revised 2007)
Impairment of Assets

TAS 54 (revised 2007)
Non-current Assets Held for Sale and Discontinued Operations

These accounting standards will become effective for the financial statements for fiscal years beginning on or after 1 January 2009. 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. 

1.7
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 2008, except for Goodwill on business combination which is presented in the balance sheet at cost less accumulated impairment loss.

2.
Related party transactions


During the periods, 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)

	
	For the three-month period ended 31 December
	

	
	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
	-
	-
	130.8
	125.8
	Market price or transfer pricing policy guidelines

	Dividend income
	-
	-
	-
	4.3
	As declared

	Transactions with related companies
	
	
	
	
	

	Other income
	-
	0.3
	-
	-
	Market price

	Purchases of raw materials
	46.2
	21.7
	-
	-
	Market price

	Other expenses
	1.1
	0.7
	0.8
	0.3
	Market price

	
	(Unit: Million Baht)

	
	For the nine-month period ended 31 December
	

	
	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
	-
	-
	488.3
	327.0
	Market price or transfer pricing policy guidelines

	Dividend income
	-
	-
	2.5
	4.3
	As declared

	Transactions with related companies
	
	
	
	
	

	Other income
	-
	0.3
	-
	-
	Market price

	Purchases of raw materials
	175.7
	76.5
	-
	-
	Market price

	Other expenses
	6.0
	1.1
	5.1
	0.7
	Market price


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

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 December 2008
	31 March

2008
	31 December 2008
	31 March

2008

	
	
	(Audited)
	
	(Audited)

	Trade accounts receivable - related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Polyplex (Americas), Inc.
	-
	-
	151,985
	112,480

	Polyplex Europa Polyester Film Sanayi Ve Ticaret Anonim Sirketi 
	-
	-
	-
	14,756

	Total trade accounts receivable - related parties
	-
	-
	151,985
	127,236

	
	
	
	
	

	Amounts due from related party
	
	
	
	

	Parent company
	
	
	
	

	Polyplex Corporation Ltd.
	99,056
	-
	-
	-

	Total amount due from related party
	99,056
	-
	-
	-

	
	
	
	
	

	Trade accounts payable - related party
	
	
	
	

	Parent company
	
	
	
	

	Polyplex Corporation Ltd.
	936
	34,184
	-
	-

	Total trade accounts payable - related party
	936
	34,184
	-
	-

	
	
	
	
	

	Amounts due to related party
	
	
	
	

	Subsidiary
	
	
	
	

	Polyplex Europa Polyester Film Sanayi Ve
	
	
	
	

	   Ticaret Anonim Sirketi
	-
	-
	2,437
	-

	Total amounts due to related party
	-
	-
	2,437
	-



Guarantee obligations with related parties


The Company has outstanding guarantee obligations with its related parties, as described in Note 13.4 to the financial statements.

3.
Trade accounts receivable


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

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 December 2008
	31 March

2008
	31 December 2008
	31 March

2008

	
	
	(Audited)
	
	(Audited)

	Unrelated parties
	
	
	
	

	Not yet due
	1,065,820
	1,369,428
	453,201
	777,346

	Past due
	
	
	
	

	Up to 3 months
	177,109
	67,853
	26,459
	38,352

	3 - 6 months
	2,386
	4,278
	151
	881

	Over 6 months
	1,998
	826
	761
	826

	Total
	1,247,313
	1,442,385
	480,572
	817,405

	Less: Allowance for doubtful debts
	(761)
	(826)
	(761)
	(826)

	Net
	1,246,552
	1,441,559
	479,811
	816,579

	Related parties
	
	
	
	

	Not yet due
	-
	-
	151,985
	127,236

	Total
	-
	-
	151,985
	127,236

	Trade accounts receivable - net
	1,246,552
	1,441,559
	631,796
	943,815


4.
Inventories


As at 31 December 2008 the Company recognised expense of approximately Baht 51.1 million in order to write-down its inventories to net realisable value in accordance with general accepted accounting principles. This expense is included in cost of sales in the income statement.

5.
Investments in subsidiaries


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

	(Unit: Thousand Baht)

	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received for the nine-month period ended 31 December               

	
	31 December  2008
	31 March    2008
	31 December               2008
	31 March  2008
	31 December               2008
	31 March              2008
	2008
	2007

	
	
	
	Percent
	Percent
	
	
	
	

	Ordinary shares
	
	
	
	
	
	
	
	

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

	Polyplex (Americas), Inc.
	USD 1.3 million
	USD 1.3 million
	80.24
	80.24
	41,661
	41,661
	2,525
	4,315

	
	
	
	
	
	83,101
	83,101
	2,525
	4,315

	Preference shares
	
	
	
	
	
	
	
	

	Polyplex (Singapore) Pte. Ltd.
	EUR 41.3 million
	EUR 41.3 million
	100.00
	100.00
	2,062,253
	2,062,253
	-
	-

	Share deposit paid in advance
	
	
	
	
	141,334
	7,504
	-
	-

	
	
	
	
	
	2,203,587
	2,069,757
	-
	-

	Total investments in subsidiaries
	
	
	
	
	2,286,688
	2,152,858
	2,525
	4,315



On 24 October 2008, a meeting of the Board of Directors of the Company approved an investment of up to USD 7 million to purchase 1.4 million non-voting preference shares of Polyplex (Americas), Inc. During the current period, the Company paid USD 4 million to Polyplex (Americas), Inc. as a share deposit paid in advance for these preference shares.

6.
Property, plant and equipment


Movements of the property, plant and equipment account during the nine-month period ended 31 December 2008 are summarised below.

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate   financial statements

	Net book value as at 31 March 2008 (Audited)
	5,898,890
	2,285,942

	Acquisitions during period - at cost
	214,223
	59,635

	Disposals during period - net book value at disposal date
	(485)
	(485)

	Depreciation for period
	(256,004)
	(114,918)

	Translation adjustment
	(33,227)
	-

	Net book value as at 31 December 2008
	5,823,397
	2,230,174



The Company and its subsidiaries have pledged their assets amounting to approximately Baht 4,233.7 million (31 March 2008: Baht 3,192.2 million) as collateral against credit facilities received from financial institutions (The Company only: Baht 1,880.1 million, 31 March 2008: Baht 1,784.1 million).


During the nine-month period ended 31 December 2008, the Company and its subsidiaries capitalised borrowing cost amounting to EUR 0.6 million and Baht 0.8 million as part of the cost of buildings and assets under construction and installation (The Company only: Baht 0.8 million).

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


As at 31 December 2008, short-term loans from financial institutions consisted of the Euro loans of EUR 5.6 million and the US dollar loans of USD 3 million. These loans carry interests at rates of 5.88% - 11.00% per annum.

8.
Long-term loans from financial institutions

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 December 2008
	31 March

2008
	31 December 2008
	31 March

2008

	
	
	(Audited)
	
	(Audited)

	Long-term loans from financial institutions
	3,151,342
	2,905,705
	1,322,633
	1,191,950

	Less: Current portion
	(274,206)
	(252,939)
	(141,121)
	(114,832)

	Long-term loans from financial institutions - net of current portion
	2,877,136
	2,652,766
	1,181,512
	1,077,118


Movements in the long-term loans account during the nine-month period ended 31 December 2008 are summarised below.

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate     financial statements

	Balance as at 31 March 2008 (Audited)
	2,905,705
	1,191,950

	Add: Addition borrowings
	503,033
	173,796

	Less: Repayment
	(282,743)
	(84,011)

	Add: Unrealised loss on exchange rate
	40,898
	40,898

	Less: Translation adjustment
	(15,551)
	-

	Balance as at 31 December 2008
	3,151,342
	1,322,633



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.

 
During the current period, the Company was granted long-term loan facilities by two banks, amounting to USD 11.25 million. The loan was granted for investment in the Cast Polypropylene Film project. As at 31 December 2008, the Company has yet to draw down this loan which will be secured by the mortgage of the land, premises and machinery of the Company.

9.
Corporate income tax


Interim corporate income tax was calculated on net income before income tax for the period, after adding back expenses which are disallowable for tax computation purposes, using the estimated effective tax rate for the year.


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

10.
Basic earnings per share


Basic earnings per share are calculated by dividing net income for the period by the weighted average number of ordinary shares in issue during the period.
11.
Dividend


On 29 July 2008, the Annual General Meeting of the Company’s shareholders resolved to pay a dividend of Baht 0.40 per share, or a total Baht 320.0 million, to the shareholders from the earnings for the year ended 31 March 2008.


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.

12.
Segment information


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 three-month and nine-month periods ended 31 December 2008 and 2007 are as follows:

	(Unit: Million Baht)

	
	For the three-month period ended 31 December

	
	Thailand
	Abroad
	Elimination of              inter-segment revenues
	Consolidation

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	Sales from external customers
	600.2
	739.3
	952.2
	947.4
	-
	-
	1,552.4
	1,686.7

	Intersegment sales
	130.8
	125.8
	400.2
	60.5
	(531.0)
	(186.3)
	-
	-

	Total sales
	731.0
	865.1
	1,352.4
	1,007.9
	(531.0)
	(186.3)
	1,552.4
	1,686.7

	Segment income
	161.2
	128.6
	203.8
	150.7
	(32.1)
	(17.0)
	332.9
	262.3

	Unallocated income and expenses:
	
	
	
	
	
	
	
	

	Amortisation of goodwill
	
	
	
	
	
	
	-
	(0.4)

	Interest expenses 
	
	
	
	
	
	
	(56.8)
	(40.1)

	Corporate income tax
	
	
	
	
	
	
	(5.5)
	(5.6)

	Minority interest
	
	
	
	
	
	
	(1.3)
	(1.1)

	Net income
	
	
	
	
	
	
	269.3
	215.1


	(Unit: Million Baht)

	
	For the nine-month period ended 31 December

	
	Thailand
	Abroad
	Elimination of              inter-segment revenues
	Consolidation

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	Sales from external customers
	2,090.1
	2,236.2
	3,147.8
	2,530.2
	-
	-
	5,237.9
	4,766.4

	Intersegment sales
	488.3
	327.0
	711.4
	110.4
	(1,199.7)
	(437.4)
	-
	-

	Total sales
	2,578.4
	2,563.2
	3,859.2
	2,640.6
	(1,199.7)
	(437.4)
	5,237.9
	4,766.4

	Segment income
	544.0
	350.6
	516.1
	372.7
	(62.5)
	(23.0)
	997.6
	700.3

	Unallocated income and expenses:
	
	
	
	
	
	
	
	

	Amortisation of goodwill
	
	
	
	
	
	
	-
	(1.1)

	Interest expenses 
	
	
	
	
	
	
	(168.2)
	(65.6)

	Corporate income tax
	
	
	
	
	
	
	(15.5)
	(12.7)

	Minority interest
	
	
	
	
	
	
	(5.5)
	(4.0)

	Net income
	
	
	
	
	
	
	808.4
	616.9



Transfer prices between segments are as set out in Note 2 to the financial statements.
13.
Commitments and contingent liabilities

13.1
Capital commitments


As at 31 December 2008 the Company and its subsidiaries had capital commitments of approximately Baht 205.74 million (31 March 2008: Baht 209.54 million), relating to the construction of factory buildings, and acquisition of machinery and equipment  (The Company only: Baht 205.74 million, 31 March 2008: Baht 39.27 million).
13.2
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 December 2008 are as follows: 

	
	Thousand Baht

	Payable within:
	

	1 year
	2,281

	2 to 5 years
	3,491


13.3 
Service agreements


As at 31 December 2008, the Company had commitments totaling Baht 11.1 million under various service agreements (31 March 2008: Baht 21.5 million). These agreements terminate between January 2009 and August 2010.

13.4
Guarantees


The Company has given short term guarantees worth USD 7.0 million against working capital facilities of its subsidiaries. In addition to this, the company has given guarantee of EUR 19.37 million (31 March 2008: EUR 34.5 million) for the long term loans taken by its subsidiary (Polyplex Europa Polyester Film Sanayi Ve Ticaret Anonim Sirketi).

Apart from above, as at 31 December 2008 there were outstanding bank guarantees of approximately Baht 1.5 million and EUR 8.7 million (31 March 2008: Baht 1.5 million and EUR 7.9 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, 31 March 2008: Baht 1.5 million).

14.
Foreign currency - denominated assets and liabilities


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

	
	Financial
	Financial 
	Average exchange rate

	Foreign currency
	assets
	liabilities
	as at 31 December 2008

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

	US dollar
	11.05
	19.24
	34.8051 - 35.0824

	Euro
	2.24
	11.63
	48.8809 - 49.6515

	Japanese yen
	43.16
	-
	0.3830 - 0.3898



As at 31 December 2008, the Company had forward foreign exchange contracts as follows:

	
	
	
	Contractual exchange rate

	Foreign currency
	Bought amount
	Sold amount
	Bought
	Sold

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

	USD
	4.2
	9.4
	33.5000 - 35.0700
	33.7900 - 35.4508

	Euro
	2.1
	0.9
	45.2294 - 49.4500
	45.6900 - 49.3200

	JPY
	84.0
	-
	0.3231
	-


15.
Reclassification

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

16.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 20 January 2009.
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