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VINYTHAI PUBLIC COMPANY LIMITED

NOTES TO INTERIM FINANCIAL STATEMENTS

1.
GENERAL INFORMATION


1.1
Assumption underlying the preparation of the financial statements



Although Thailand’s economic crisis has eased to a certain extent, financial restructuring within the business community is still prevalent and subject to readjustment.  Nevertheless, these interim financial statements have been prepared on the going concern basis, assuming that the realisation of assets and settlement of liabilities and obligations will occur in the ordinary course of business of the Company, without any expectation of significant disruption to the ongoing activities.


1.2
Basis of preparation of interim financial statements



These interim financial statements are prepared in accordance with Accounting Standards Pronouncement No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, additional line items are presented  in the balance sheets, and the statements of earnings, changes in shareholders’ equity, and cash flows as in 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.


1.3
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 December 2001.
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2.
DEPOSIT RESERVED FOR SERVICING BONDS

In connection with the issuance of the  bonds as referred to in Note 7, the Company is required to maintain a debt service reserve account with the bondholders’ representative.  On a monthly basis (except in the month in which the bonds are to be redeemed), the Company is to deposit an amount at least one fifth of the bond principal due for redemption under the next installment. This is to ensure that on the last day of the month prior to the  month in which the bonds are to be redeemed, the Company will have sufficient cash for the repayment of the principal amount due and payable to the bondholders.

3.
TRADE ACCOUNTS RECEIVABLE 


As at 31 March 2002 and 31 December 2001, aging of the outstanding balance of accounts receivable was as follows :-



(Unit : Thousand Baht)



Accounts Receivable



General
Related Parties
Total


31 March 2002
31 December 2001
31 March 2002
31 December 2001
31 March 2002
31 December 2001

Current receivables
857,137
860,482
170,538
161,122
1,027,675
1,021,604

Past due receivables 







  Less than 3 months
68,188
71,781
1,867
7,161
70,055
78,942

  3 – 6 months
9,902
35,054
856
-
10,758
35,054

  6 – 12 months
52,840
17,023
-
-
52,840
17,023

  More than 12 months
12,741
13,615
-
-
12,741
13,615

Total
1,000,808
997,955
173,261
168,283
1,174,069
1,166,238

Less : Allowance for doubtful accounts


(61,500)
(61,500)

Trade accounts receivable - net


1,112,569
1,104,738

The balance of  accounts receivable-general included the debt due from one local company which has applied to the Central Bankruptcy Court for business rehabilitation. As at 31 March 2002, the balance of such debt is approximately Baht 63 million. Based on the information contained the Rehabilitation Plan, which has already been approved by the majority of the creditors on 19 March 2002, the Company’s management has set aside a provision of approximately Baht 48 million against this debt.  
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4.
RELATED PARTY TRANSACTIONS


During the period, the Company had significant business transactions with its associated and related companies (related by way of holding interest, common shareholders and/or common directors). These transactions were in the ordinary course of business of the Company and in accordance with prices and rates stipulated in the relevant agreements with those companies. Significant transactions with those related companies are summarised below.



(Unit : Million Baht)


For the three-month periods



ended 31 March
Pricing policy


2002
2001


Transactions with associated company :




   Purchase of raw materials
44
51
Contract prices which 




approximate production costs

Transactions with related companies :




   Sales of finished products
192
215
Market prices

   Purchases of raw materials 
369
560
Market prices




(for raw materials (ethylene) : average of market prices in major regions worldwide)

   Purchase of spare parts and service expenses
3
10
Market prices

   Royalty expenses
22
22
According to contract

   Commission expenses
1
1
Normal market rates


The outstanding balances of the transactions are shown separately as related parties items in the balance sheets.


Under the license and on-going know-how agreements with an overseas related company, the Company must pay royalties on a basis and at a rate stipulated therein.  During the year 2000, the Company made advance payment of such royalties covering the period as from January 2000 up to July 2002, totaling Baht 225 million to the related company.  The amount (net of amortisation) is shown as “Prepaid royalty to related party” in the balance sheets.  
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5.
INVESTMENT ACCOUNTED FOR UNDER EQUITY METHOD


The balance consists of the following investment :-



(Unit : Thousand Baht)


Percentage of the



Company’s interest



31 March 2002
31 December 2001
31 March 2002
31 December 2001


Percent
Percent



Investment in associated company





  Pimai Salt Company Limited - cost method
20.44
20.44
203,221
203,221

      (Supplier of raw material - salt)





  Accumulated share of loss in





     associated company


(34,140)
(33,507)

  Investment in associated 





     company - equity method


169,081
169,714


The Company recognised its share of the loss of an associate based on the financial statements of that associate as of 31 December 2001, which were audited by other auditor. However, the Company did not recognise share of profit from the operations of this associated company for the current quarter based  on the financial statements prepared by the management of this associated company since the amount was not material.

6.
OTHER LONG-TERM INVESTMENT


The balance is an investment in 3.84 percent (31 December 2001 : 5.29 percent) of the ordinary shares of Thai Olefins Company Limited,  which supplies ethylene, a raw material.


According to the financial statements as of 31 March 2002, provided by the management of Thai Olefins Company Limited, which are currently in the process of being reviewed by its auditor, the net worth of this company attributable to the Company’s interest was higher than its acquisition cost. 
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7.
BONDS

On 26 February 2001,  the Company issued Baht 7,400 million of five-and-a-half-year bonds (7,400,000 units with a par value of Baht 1,000 each) maturing on 26 August 2006 to institutional investors or investors meeting specific criteria. Principal and interest are repayable twice a year, on 26 February and 26 August,  with the interest rates as follows :-

Period
Interest Rate (% per annum)

1st - 6th months from date of bond issuance
8.5

7th - 18th months from date of bond issuance
7.75

19th month until maturity date
MLR of Bangkok Bank Public Company Limited

Under the conditions of the bond issuance, the Company is obliged to maintain a debt to equity ratio of not more than 2 : 1 and not to reduce its paid-up capital, among other things.

In addition, the two major shareholders have entered into a Shareholders’ Support Agreement to provide cash deficiency support in servicing debt in the amount not exceeding Baht 800 million as security for the bondholders.

The Company has mortgaged its fixed assets and pledged its debt service reserve account with the bondholders’ representative.

8.
STATEMENTS OF CASH FLOWS


For the purpose of the statements of cash flows, cash and cash equivalents include cash in hand and at banks with an original maturity of 3 months or less and without restrictions.

9.
FINANCIAL INFORMATION BY SEGMENT


The Company’s operations comprise the manufacturing  and  distribution of PVC and related by-products for both domestic and export markets. For the three-month period ended 31 March 2002, the export sales represented approximately 24.2 percent (2001 : 32.8 percent) of total sales. The Company’s operations involve a single industry segment and are carried out from a single geographic area in Thailand. 
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10.
LEASE AND RENTAL COMMITMENTS

As at 31 March 2002, the Company had the following outstanding lease and rental commitments:-

a)
Lease commitments in respect of land for its plant for a period of 30 years as from 15 June 1989 to 14 June 2019. The outstanding balances of rental commitments are approximately Baht 138.2 million.

b)
Commitments in respect of motor vehicle operating leases amounted to approximately Baht 9.6 million, which are repayable within the year 2005. 

c)
Other lease and rental commitments payable in the future are as follows :-


Million Baht

Payable within 1 year
37.7

Payable between 2 - 4 years
84.2


121.9

11.
OTHER COMMITMENTS


The Company had the following other outstanding commitments:-

a)
The Company has entered into an agreement to purchase raw materials from a related local company. The Company agrees to purchase raw materials at the quantity and price stipulated in the agreement.

b)
The Company has entered into an agreement with an associated company to purchase raw materials produced by this associated company at the quantity and at the price stipulated in the relevant joint venture agreement.

12.
BANK GUARANTEES

As at 31 March 2002, there were outstanding bank guarantees and standby letters of credit totaling Baht 252 million (31 December 2001 : Baht 347 million) issued by banks on behalf of the Company, mostly to secure the commitments arising from the purchase of raw materials from a related company.
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13.
RECLASSIFICATION


Certain amounts in the financial statements for the year ended 31 December 2001 and for the three-month period ended 31 March 2001, as presented herein for comparative purposes, have been reclassified to conform to the current period’s classifications with no effect on net earnings or shareholders’ equity previously reported.

14.
APPROVAL OF FINANCIAL STATEMENTS


These financial statements have been approved by the Company’s directors.
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