10 November 2017
Subject: Management Discussion and Analysis for the quarter ended 30 September 2017
To: Managing Director
The Stock Exchange of Thailand
Snapshot of the Profit / (Loss) for the quarter ended 30, September, 2017:
CONSOLIDATED BASIS:

For the quarter ended 30 September 2017, the company has reported a net profit (after minority interest) of Bt
282.11 million on consolidated basis, as compared to a net profit of Bt 428.02 million in the corresponding
quarter. The corresponding quarter included forex gains of Bt 9.11 million as against which there is a forex loss
of Bt 62.30 million in the current quarter. Keeping aside the forex fluctuations, the net profit for the corresponding
quarter was Bt 418.91 million, which has decreased by 17.79% to Bt 344.41 million in current quarter as shown
above.
STANDALONE BASIS:

For the quarter ended 30 September 2017, the company has reported a net profit of Bt 32.08 million on
Standalone basis, as compared to a net profit of Bt 125.64 million in the corresponding quarter. The
corresponding quarter included forex gains of Bt 23.53 million as against which there is a forex loss of Bt 22.00
million in the current quarter. Keeping aside the forex fluctuations, the net profit for the corresponding quarter
was Bt 102.11 million, which has decreased by 47.03% to Bt 54.09 million in current quarter as shown above.
One of the keys reason for the lower profitability at Thailand as well as subsidiaries is the higher raw material
cost in current quarter (sharp increase in MEG) as compared to corresponding quarter, which resulted in lower
gross margins, as the selling prices could not be increased to pass on the entire cost increase to customers.
Apart from this, the profitability at Thailand was also impacted by line stabilization issues faced in the process of
technology up gradation in the PET film line.

ANALYSIS OF INCOME STATEMENT (Q2 2017-18 Vs Q2 2016-17)
CONSOLIDATED BASIS

On a consolidated basis, due to a sharp appreciation of THB against the Euro and USD currencies, the
exchange rate used for conversion of subsidiary income statement into Thai Baht has been significantly lower in
current quarter as compared to the corresponding quarter [USD/THB (decrease by THB 1.22/USD) and
Euro/THB (decrease by THB 0.89/Euro)], resulting in lower reported net profits in terms of Thai Baht.
Total Revenues:
Consolidated Sales revenue of the company has increased from Baht 2,968.70 million to Baht 3,168.28 million,
an increase of Baht 199.58 million or 6.72% mainly due to overall higher volumes at Thailand, Turkey and USA,
and also better average sales realization at Turkey and Thailand, partly offset by lower average sales realization
at USA.
There was an exchange gain of Baht 9.11 million in corresponding quarter as against which there is an
exchange loss of Baht 62.29 million in current quarter primarily due to unrealized losses on the Euro Loan
restatement partly offset by unrealized gains on the USD loan restatement.
The other income has increased from Baht 10.24 million in the corresponding quarter to Baht 12.02 million due
to higher other income at Thailand mainly from insurance claim, partly offset by lower other income at Turkey
subsidiary.
The combined net impact of the above factors has contributed to an overall increase in the total consolidated
revenue by Baht 192.24 million or 6.43% to Baht 3,180.30 million.
Total expenses:
The company recorded total consolidated expenses of Baht 2,859.91 million being an increase over
corresponding quarter by Baht 352.74 million or 14.07%.
The cost of sales has increased by Baht 208.88 million or 9.12% mainly due to higher volumes at Thailand as
well as subsidiaries. The per unit raw material cost has also increased as compared to the corresponding quarter
of last year.
The selling expenses have increased by Baht 63.40 million or 44.74% due to increase in overall sales volumes
at Thailand as well as subsidiaries, resulting in increase in freight, commission, warehousing expenses etc. At
Turkey subsidiary, corresponding quarter was lower due to reversal of some quality claim provisions.
The administrative expenses have increased by Baht 18.16 million or 24.50%. There is an increase in Thailand
as the corresponding quarter was low due to refund of Baht 7.8 million paid to the Revenue Department as penal
interest for corporate tax due for FY 2011-12. The administrative expenses at the US subsidiary have increased
due to higher professional consultancy and increase in bad debt provisions, partly offset by reduction in other
expenses. The increase at Thailand and USA is partly offset by reduction of administrative expenses at the
Turkey subsidiary
There is an exchange loss of Baht 62.30 million in the current quarter as against an exchange gain of Baht 9.11
million mainly due to losses on the restatement of the Euro denominated loans at Thailand and USA due to the
sharp strengthening of Euro against USD as well as THB. This is partly offset by gains at Thailand on the USD
loan restatement due to USD depreciation against THB.
As a % to total revenue, total expenses have increased from 83.91% to 89.93% mainly due higher cost of sales,
selling and administrative expenses. Apart from this, forex losses in current quarter as against exchange gains in
the corresponding quarter has also contributed to the increase in % of total expenses to total revenue.

Net financial charges:
The consolidated finance costs during the quarter were Baht 29.90 million, a decrease of Baht 14.19 million or
32.18% over corresponding quarter.
The key reason for reduction is mainly lower working capital debt levels and also lower term debt interest due to
repayment of loans made over the past year including prepayments of loans at USA in September 2016 and at
Thailand in December 2016, in order to utilize and profitably deploy the surplus funds lying at the Turkey
subsidiary. The interest on inter-company loans is eliminated in the consolidated income statement.
Corporate Income Tax:
The Consolidated Corporate Income tax expense in this quarter is Baht 6.59 million as compared to the expense
of Baht 7.16 million in the corresponding quarter.
Net Profit
The combined net result of all the above factors has resulted in a net profit on consolidated basis of THB 282.11
million, as against a net profit of Baht 428.02 million in the corresponding quarter.

ANALYSIS OF INCOME STATEMENT (Q2 2017-18 Vs Q2 2016-17)
STANDALONE BASIS:

Total Revenues:
The Company recorded sales of Baht 1,405.48 million, an increase of Baht 117.24 million or 9.10%, due to
overall higher volumes as well as better sales realization in some of the businesses.
There was an exchange gain of Baht 23.53 million in corresponding quarter as against which there is an
exchange loss in current quarter of Baht 22 million, due to unrealized losses on the Euro Loan restatement,
partly offset by gains on the USD loan restatement.
The dividend income of Baht 13.28 million in current quarter represents dividend from the Company’s subsidiary
Ecoblue Limited.
The other income has increased from Baht 7.59 million to Baht 10.67 million due to insurance claims, partly
offset by lower export incentive income and profit of sale of assets.
The net impact of the above factors has contributed to increase in total revenues by Baht 110.08 million or
8.34%.
Total expenses:
The total expenses for the company standalone are Baht 1,376.56 million being an increase over corresponding
quarter by Baht 206.31 million or 17.63%.
The Cost of sales is Baht 1,255.93 million, which is an increase over corresponding quarter by Baht 161.16
million or 14.72%. This is mainly due to overall higher sales volumes and also higher raw material prices as
compared to corresponding quarter.
The selling expenses have been higher by Baht 12.39 million or 18.72% mainly due to higher sales volumes and
increase in sea freight, brokerage & commission etc.
Administrative expenses have been higher than corresponding quarter by Baht 10.76 million or 115.53%. The
corresponding quarter was lower as it included a refund of Baht 7.8 million paid to the Revenue Department as
penal interest for corporate tax due for FY 2011-12. Apart from this, the current quarter has higher bad debt
expense and shareholder meeting and dividend related expenses which is partly offset by savings in certain
other administrative expenses.
There is an exchange loss of Baht 22 million in the current quarter as against an exchange gain of Baht 23.53
million mainly due to losses on the restatement of the Euro denominated loans due to the sharp strengthening of
Euro against THB. This is partly offset by gains on the USD loan restatement due to USD depreciation against
THB.
As a % to total revenue, total expenses have increased from 88.70% to 96.30% mainly due higher cost of sales,
selling and administrative expenses. Apart from this, forex losses in current quarter as against exchange gains in
the corresponding quarter has also contributed to the increase in % of total expenses to total revenue.
Net financial charges:
The finance costs on a standalone basis during the quarter were Baht 20.79 million, a decrease of Baht 2.68
million or 11.42% over corresponding quarter.
The key reason for reduction is mainly due to lower average working capital borrowings at Thailand (by
borrowing inter-company loan from Turkey subsidiary in August 2016) and also lower term debt interest, due to
repayment of loans made this quarter, and also due to overall lower term loan balances (prepayments of loans

Thailand in December 2016, in order to utilize and profitably deploy the surplus funds lying at the Turkey
subsidiary). This reduction is partly offset by increase in interest on related party loans due to higher level of
borrowings.
Net Profit
The combined net result of all the above factors has resulted in a net profit on Standalone basis of THB 32.08
million, as against a net profit of Baht 125.64 million in the corresponding quarter.

ANALYSIS OF STATEMENT OF FINANCIAL POSITION (As compared to financial year end – March 2017)
th

As at 30 September, 2017, there has been a sharp depreciation of THB against the Euro (approx. THB
st
2.52/Euro) as compared to the exchange rate on 31 , March 2017, so the translation of the Company’s
subsidiaries whose reporting currency is Euro, has been at a higher exchange rate, thereby resulting in
translation gains. This is partly offset by translation losses on subsidiaries with reporting currency in USD, due to
THB appreciation against the USD (approx. THB 1.08/USD). On an overall basis, there is a Net translation gain
of Baht 452.25 million.
Key movements in Assets:

Current assets
•
•
•

•
•

•
•

The increase in consolidated cash and cash equivalents is mainly due to cash generated from operations,
partly offset by term loan repayments at Thailand and other cash outflows for operational purposes.
Decrease in current investments is due to redemption of investments by Ecoblue to support its dividend
payout.
Trade and other receivables on a consolidated basis have increased, due to higher trade receivables at
the subsidiaries, on account of higher volumes This is partly offset by lower trade receivables on
Standalone basis, due to change in sales/customer mix. The decrease in Trade receivables at Thailand is
partly offset by increase in other receivables, due to the down payment of Baht 120 million paid to
machinery suppliers, in relation to the Indonesia project. These advances will be refunded to the Company
once the new subsidiary– PT Polyplex Films Indonesia will arrange payment to the suppliers.
Inventories on a consolidated basis have increased mainly due to higher raw material (including materialin-transit inventory), process inventory and finished goods inventory at Thailand and subsidiaries.
There is an increase in advance payment for purchase of goods, mainly at Turkey, due to advance
payment for purchase of raw material. This is partly offset by reduction in advances for purchase of goods
at Thailand.
There is a decrease in Input tax refundable mainly due to VAT refund received at Thailand.
Other current assets – There is an increase in other current assets at Thailand and USA due to higher
prepaid expenses (due to premium paid on annual renewal of various policies). This is partly offset by
lower current assets at Turkey and also due to lower MTM gain at Thailand on outstanding forward
contracts at September 2017 end, as against MTM gain on outstanding forwards as at the end of March’
2017.

Non-current assets:
•
•
•
•

The restricted bank deposit represents bank deposits pledged with the bank, as per terms of the term loan
facility of the US subsidiary.
Decrease in Property Plant & Equipment (net block) is mainly due to depreciation charged during the YTD
period, partly offset by normal capex additions at Thailand and the subsidiaries.
There is an increase in Advances for purchase of fixed assets due to advances against the Blown Film line
project, Metallizer project and also against normal CAPEX.
Increase in other non-current assets is mainly at Thailand due to higher inventory of Tax cards received
for export incentive.

Key movements in Liabilities:

Current Liabilities:
•

•

•

•

•

Increase in short term borrowings is due to additional borrowings at Thailand for supporting the dividend
payout and the advances given to machinery vendors for the Indonesia project and also due to slightly
higher level of borrowings at the US subsidiary.
Decrease in trade and other payables is due to lower unrelated trade payables at Thailand and
subsidiaries and lower related party trade payable at US subsidiary due to lower volumes purchased from
parent company for trading.
The decrease in Long term loans (including current portion) is due to repayment of loans at Thailand. The
reduction at Thailand is also due to the unrealized gains on the USD loan restatement, partly offset by
unrealized losses on the Euro loan restatement.
The increase in related party loan in Standalone, is from the unrealized losses due to the sharp
depreciation of THB against the Euro. There is no change in the Forex Loan balance as compared to
March’17.
Decrease in other current liabilities is mainly due to reduction in expenses payable on account of payment
of annual bonus during the current period and reduction in other accrued expenses.

Major changes in Shareholder Equity:

•

•

•

The retained earnings on standalone basis has decreased due to the dividend appropriation of Baht 324
million, partly offset by the net profits generated during the current YTD period . On a consolidated basis,
retained earnings has increased due to the net profits generated during the current YTD period, partly
offset by the dividend appropriation.
The increase in other components of equity is mainly due to exchange translation net gains arising on
account of translation of the Euro denominated balance sheet of the subsidiaries due to the depreciation
of Baht against Euro, partly offset by losses on USD denominated balance sheet of subsidiaries due to
appreciation of THB against USD, as explained above.
The decrease in Non-controlling interests of subsidiaries is due to minority’s share of dividend
appropriation, partly offset by minority share of profits generated during the current YTD period.

Please be informed accordingly.
Yours sincerely,

Mr. Amit Prakash
Managing Director

