(Unaudited but reviewed)


Vinythai Public Company Limited and its subsidiary

Notes to interim financial statements

For the three-month periods ended 31 March 2012
1.
General Information

1.1
Corporate information 


Vinythai Public Company Limited (“The Company”) is a public company incorporated and domiciled in Thailand. Major shareholders of the Company are Solvay Vinyls Holding AG, which is incorporated in Switzerland and PTT Global Chemical Public Company Limited, a company incorporated in Thailand. The Company is principally engaged in the manufacture and distribution of Polyvinyl Chloride, Vinyl Chloride Monomer and Sodium Hydroxide (caustic soda) and its registered address is No. 2, I-3 Road, Tambol Map Ta Phut, Amphur Muang, Rayong.
1.2
Basis of preparation of interim financial statements


These interim financial statements are prepared in accordance with Accounting Standard No. 34 (revised 2009) “Interim Financial Reporting”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, 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 interim financial statements.

1.3
Basis of consolidation

These consolidated financial statements include the financial statements of Vinythai Public Company Limited (“the Company”) and its subsidiary (“the subsidiary”) and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2011. 

1.4 
New accounting standards not yet effective


During the current period, the Federation of Accounting Professions issued new Financial Reporting Standards No. 8 "Operating Segments" that is effective for fiscal years beginning on or after 1 January 2013.


The management of the Company and its subsidiary believe that the above accounting standard will not has any significant impact on the financial statements for the year when it is initially applied.

1.5
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 2011.

2.
Trade and other receivables
	



	(Unit: Thousand Baht)

	
	Consolidated                         financial statements
	Separate                                 financial statements

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Trade receivables - related parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	
Not yet due
	93,416
	13,251
	83,484
	13,840

	Total trade receivables - related parties
	93,416
	13,251
	83,484
	13,840

	
	
	
	
	

	Trade receivables - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	
Not yet due
	2,259,494
	1,722,027
	2,151,246
	1,722,027

	
Past due
	
	
	
	

	
Up to 3 months
	294,135
	264,968
	294,135
	264,968

	
Over 12 months
	484,588
	484,750
	484,588
	484,750

	Total
	3,038,217
	2,471,745
	2,929,969
	2,471,745

	Less: Allowance for doubtful debts
	(494,588)
	(494,588)
	(494,588)
	(494,588)

	Total trade receivables - unrelated parties, net
	2,543,629
	1,977,157
	2,345,381
	1,977,157

	Total trade receivable - net
	2,637,045
	1,990,408
	2,518,865
	1,990,997

	Other receivables 
	
	
	
	

	Other receivables - related parties
	51,704
	41,518
	78,839
	46,659

	Other receivables - unrelated parties 
	-
	301
	-
	301

	Other receivables
	51,704
	41,819
	78,839
	46,960

	Trade and other receivables - net
	2,688,749
	2,032,227
	2,597,704
	2,037,957


3.
Related party transactions


During the periods, the Company and its subsidiary 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)

	
	Consolidated 

financial statements
	Separate 

financial statements
	


	
	For the three-month periods
	For the three-month periods
	

	
	ended 31 March
	ended 31 March
	Transfer pricing policy

	
	2012
	2011
	2012
	2011
	

	Transactions with subsidiary
	
	
	
	
	

	(eliminated  from the consolidated financial statements)
	
	
	

	Sales of goods
	-
	-
	88
	-
	Normal market rates

	Service income
	-
	-
	70
	28
	Normal market rates

	Interest income
	-
	-
	37
	9
	Normal market rates

	Purchase of raw materials
	-
	-
	5
	-
	Normal market rates

	Transaction with associated company
	
	
	
	

	Purchase of raw materials
	111
	74
	111
	74
	Contract prices of salt which approximate production costs

	Transactions with related companies
	
	
	
	

	Sales of goods
	115
	26
	42
	26
	Market prices

	Other income
	2
	3
	2
	2
	Market prices

	Purchase of raw materials
	1,759
	1,227
	1,759
	1,227
	Average Ethylene market prices in major regions worldwide and market prices

	Purchase of spare parts, services expenses and others
	30
	12
	29
	11
	Market prices

	Commission expenses
	1
	1
	1
	1
	Normal market rates

	Insurance premium and management commission expenses
	2
	1
	2
	1
	Normal market rates


The balances of the accounts as at 31 March 2012 and 31 December 2011 between the Company and those related companies are as follows:
	(Unit: Thousand Baht)

	
	Consolidated

financial statements
	Separate

financial statements

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Trade and other receivables - related parties (Note 2)
	
	
	
	

	Subsidiary
	-
	-
	95,640
	10,291

	Related companies (related by major shareholder)
	145,120
	54,769
	66,683
	50,208

	 Total trade and other receivables - related parties
	145,120
	54,769
	162,323
	60,499

	Trade and other payables - related parties (Note 7)
	
	
	
	

	Subsidiary
	-
	-
	503,651
	-

	   Associated company
	39,127
	39,048
	39,127
	39,048

	Related companies (related by major shareholder)
	697,432
	657,378
	697,003
	653,689

	Total and other payables - related parties
	736,559
	696,426
	1,239,781
	692,737


During the three-month period ended 31 March 2012, movements of loans to subsidiary are as follows:

	
	(Unit: Million Baht)

	
	Separate financial statements

	
	Balance as at         1 January 2012
	During the period
	Balance as at          31 March 2012

	
	
	Increase
	Decrease
	

	
	(Audited)
	
	
	

	Short-term loans to subsidiary
	2,100
	350
	-
	           2,450

	Long-term loan to subsidiary
	1,400
	-
	-
	1,400


Directors and management’s benefits

During the three-month period ended 31 March 2012 and 2011, the Company and its subsidiaries had employee benefit expenses payable to their directors and management as follows:
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2012
	2011
	2012
	2011

	Short-term employee benefits
	17,741
	22,672
	15,190
	20,572

	Post-employment benefits
	219
	204
	219
	204

	Total
	17,960
	22,876
	15,409
	20,776


4.
Investment in subsidiary

Details of investment in subsidiary as presented in separate financial statements are as follows:
	
	
	
	(Unit: Thousand Baht)

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	
	(%)
	(%)
	
	(Audited)

	Advanced Biochemical (Thailand) Company Limited 
	1,500,000
	1,000,000
	100
	100
	1,454,097
	954,097



On 21 February 2012, the subsidiary called up another 50 percent of the 10,000,000 shares at a par value of Baht 100 each, and this was paid on 5 April 2012. The Company recorded subscriptions payable of Baht 500 million in the statements of financial position as at 31 March 2012. 
5.
Investment in associated company
	(Unit: Thousand Baht)

	
	31 March 2012
	31 December 2011

	
	
	(Audited)

	Cost
	397,678
	397,678

	Accumulated share of loss
	(10,208)
	(16,642)

	Total investment value based on equity method
	387,470
	381,036


6.
Property, plant and equipment

Movements of the property, plant and equipment account during the three-month period ended 31 March 2012 is summarised below.

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate              financial statements

	Net book value as at 1 January 2012
	15,083,593
	10,864,764

	Acquisitions during the period
	434,344
	247,258

	Depreciation for the period
	(287,492)
	(223,791)

	Net book value as at 31 March 2012
	15,230,445
	10,888,231


7.
Trade and other payables

	



	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial 

statements

	
	31 March 2012
	31 December 2011
	31 March 2012
	31 December 2011

	
	
	(Audited)
	
	(Audited)

	Trade payables - related parties
	732,345
	667,959
	735,913
	667,959

	Trade payables - unrelated parties
	382,726
	468,563
	333,296
	468,563

	Subscription payables - related parties
	-
	-
	500,000
	-

	Other payables - related parties
	4,214
	28,467
	3,868
	24,778

	Other payables - unrelated parties
	175,762
	433,797
	37,162
	266,136

	Accrued expenses
	209,104
	153,367
	129,254
	153,194

	Total trade and other payables 
	1,504,151
	1,752,153
	1,739,493
	1,580,630


8.
Earnings per share

Basic earnings per share is calculated by dividing profit for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.

9.
Financial information by segment


The Company and its subsidiary operations comprise the manufacturing and distribution of PVC, VCM, caustic soda, ECH and related by-products for both domestic and export markets. For the three-month period ended 31 March 2012, the export sales represented approximately 23 percent (for the three-month periods ended 31 March 2011: 21 percent) of total sales. The Company and its subsidiary operations involve a single industry segment and are carried out from a single geographic area in Thailand.

10. 
Commitments and contingent liabilities

10.1
Capital commitments

a)
As at 31 March 2012, the Company and its subsidiary had capital commitments of approximately Baht 23 million, relating to the construction of factory buildings and acquisition of machinery and equipment.
b)
For the purpose of construction of a new plant and expansion of production capacity, the Company and its subsidiary entered into license agreements and technical assistance services agreements with Solvay S.A. As at 31 March 2012, the Company and its subsidiary had outstanding commitments related to the agreements for a total of Euro 4 million.
10.2
Lease commitments


As at 31 March 2012, the Company and its subsidiary had the following lease commitments:


a)
Lease of land. Future minimum rentals payable under this lease is summarised below.

	
	Million Baht

	Payable within 1 year
	9

	Payable between 2 and 5 years
	38

	Payable after 5 years
	49

	Total 
	96



b)
Leases of caustic soda tanks, motor vehicles, and equipment. Future rentals payable under these leases are as follows:

	
	Million Baht

	Payable within 1 year
	129

	Payable between 2 and 5 years
	430

	Payable after 5 years
	850

	Total 
	1,409


10.3
Other commitments

a)
The Company has entered into an agreement to buy raw materials from a local related company at the quantity and price as 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.
c)
The subsidiary has entered into agreements to buy raw materials from local companies at the quantity and price as stipulated in the agreements.

10.4
Bank guarantees


As at 31 March 2012, there were outstanding bank guarantees and standby letters of credit totaling Baht 20 million issued by banks on behalf of the Company and its subsidiary as required in their normal course of business.

11.
Financial instruments 


The outstanding balances of the Company and its subsidiary financial assets and liabilities denominated in foreign currencies as at 31 March 2012 are summarised below. 

	
	Financial
	Financial 
	Average exchange rate

	Foreign currencies
	assets
	liabilities
	as at 31 March 2012

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

	US dollar
	15
	1
	30.8431



As at 31 March 2012, the Company and its subsidiary had outstanding forward exchange contracts, of which details are presented below.

	Foreign currencies
	Sold amount
	Average contractual exchange rate sold

	
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	15
	31.2274


12.
Dividend

On 27 April 2012, the Annual General Meeting of the Company’s shareholders approved the resolution to pay the dividend to the shareholders in respect of the 2011 net income of Baht 1 per share, a total of Baht 1,185 million, to be paid on 25 May 2012. Such dividend will be recorded in the second quarter of 2012.

13.
Approval of interim financial statements


These interim financial statements were authorised for issue by the Company’s authorised directors on 9 May 2012.
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