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For the Interim period ended 30 September 2020
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	[bookmark: GeneralInformation]1	General information 



Star Petroleum Refining Public Company Limited (“the Company”) is a public limited company which is listed on the Stock Exchange of Thailand and is incorporated and domiciled in Thailand. The address of the Company’s registered office is as follows:

No.1, I-3B Road, Tambol Map Ta Phut (Subdistrict), Amphur Muang Rayong (District), Rayong Province 21150.

The Company operates a petroleum refinery in the Rayong Province of Thailand. 

The interim financial information was authorised for issue by the Board of Directors on 12 November 2020.


	[bookmark: _Hlk38522902][bookmark: _Hlk38535488]2	Significant events during the current period



The early 2020 Coronavirus outbreak (“COVID-19 Disease”), has resulted in lower global and local energy demand negatively impacting the Company’s operating results for the nine-month period ended 30 September 2020.

Global and local restrictions on domestic and international transportation to control the spread of COVID-19 Disease has significantly decreased demand for petroleum products coupled with excessive crude oil supplies from producers has resulted in the decline in oil price during the period. These factors resulted in lower revenue from sale in the first nine months of 2020 which dropped by USD 1,397 million or Baht 43,743 million, equivalent to 31% compared with the same period of prior year.

The decreased demands in petroleum products caused by the COVID-19 Disease in the first nine months of 2020 may carry over into the coming period. The Company adjusted anticipating this and is making adjustments to minimise the impact of lower customer demands.

In response to the unprecedented global impacts of the COVID-19 Disease, the Company has developed and is executing robust Business Continuity Plans that comply to all regulations. The Company continues to assess the impact to the operation and to take proactive remediation to minimise any impacts.


	[bookmark: _Hlk38368892]3	Accounting policies



3.1	Basis of preparation

The interim financial information has been prepared in accordance with Thai Accounting Standard 
No. 34 Interim Financial Reporting and other financial reporting requirements issued under the Securities and Exchange Act.

The interim financial information should be read in conjunction with the annual financial statements for the year ended 31 December 2019. 

An English version of the interim financial information has been prepared from the interim financial information that is in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language interim financial information shall prevail.

The accounting policies used in the preparation of the interim financial information are consistent with those used in the annual financial statements for the year ended 31 December 2019 except for the following:




[bookmark: _Hlk44680714]3.2	Adoption of new financial reporting standards and changes in accounting policies

3.2.1	Changes in accounting policies from adoption of the financial reporting standards relating to financial instruments and leases

Financial instruments

Classification and measurements

From 1 January 2020, the Company classifies its financial assets as follows:

· those to be measured subsequently at fair value either through profit or loss (FVPL) or through other comprehensive income (FVOCI)
· those to be measured at amortised cost 

The Company initially recognises a financial asset on trade date at its fair value plus transaction costs that are directly attributable to the acquisition of the financial asset, except financial assets that are measured at FVPL whose transaction costs are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows are solely payment of principal and interest.

Impairment

From 1 January 2020, the Company assesses expected credit loss on a forward-looking basis for its financial assets - debt instruments carried at FVOCI and at amortised cost. The impairment methodology applied depends on whether there has been a significant increase in credit risk, except trade receivables, contract assets, and lease receivables which the Company applies the simplified approach in determining its impairment loss.

Financial derivatives

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently measured to their fair value at the end of each reporting period. The changes in the fair value is recognised as other gains (losses).

Leases

The Company leases land and vehicles which most of the rental contract periods are typically made for fixed periods of 1 to 2 years. Before 2020 financial year, land lease and vehicle lease were classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) were charged to profit or loss on a straight-line basis over the period of the lease. 

From 1 January 2020, leases are recognised as a right-of-use asset and a corresponding liability at the date at which the leased asset is available for use by the Company. Each lease payment is allocated between the liability and finance cost. The finance cost is charged to profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease term on a straight-line basis.





Assets and liabilities arising from a lease are initially measured on a present value basis including the following lease payments:

· fixed payments (including in-substance fixed payments), less any lease incentives receivable
· variable lease payment that are based on an index or a rate
· amounts expected to be payable by the lessee under residual value guarantees
· the exercise price of a purchase option if the lessee is reasonably certain to exercise that option, and
· payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic environment with similar terms and conditions. 

Right-of-use assets are measured at the initial measurement of lease liability, lease payments made at or before the commencement date less any lease incentives received, initial direct costs, and restoration costs. Payments associated with short-term leases and leases of low-value assets are recognised on a straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or less. Low-value assets comprise office equipment.

3.2.2	Impact on financial information from adoption of new financial reporting standards relating to financial instruments (TAS 32 and TFRS 9) and leases standard (TFRS 16)

Financial instruments

Classification and measurements

The Company recognised cash and cash equivalents, trade and other receivables, prepaid income tax, other current assets and borrowings from financial institutions measured at amortised cost and the measurement does not significantly impact the financial information.

Impairment

The Company has few receivables and assessed no significant expected credit loss on trade and other receivables; therefore, no loss is recognised to the financial information.

Financial derivatives

The Company does not have financial derivative as at 1 January 2020.

Leases

In applying TFRS 16 for the first time, the Company has used the following practical expedients permitted by the standard:

· the accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2020 as short-term leases
· the exclusion of initial direct costs for the measurement of the right-of-use asset at the date of initial application
· elect not to reassess whether a contract is or contains a lease as defined under TFRS 16 at the date of initial application but relied on its assessment made applying TAS 17 and TFRIC 4 Determining whether an Arrangement contains a Lease.

The adoption of lease’s standard does not represent a significant change from the Company’s current practice. Therefore, the Company does not have significant effect of initial applying this standard to the financial information.




	4	Estimates



The preparation of interim financial information requires management to make judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.


	




5	Segment information



The Company produces petroleum products in Thailand for both domestic and export markets, utilising the same assets. The Company has one reportable segment which is the refinery. The chief operating decision maker reviews the internal management report which reported the performance of the Company as a whole in order to assess performance and allocate resources. The chief operating decision maker assesses the performance of the reportable segment based on a measure of revenue, cost of goods sold, gross margin and earnings before interest income and expense, tax, depreciation and amortisation which are the same information as these financial statements.

The majority of the Company’s revenue came from sale of petroleum products to customers by lifting 
the petroleum products, which includes LPG, gasoline, jet fuel, diesel, fuel oil, asphalt, and other products to customers via vessel, truck, or pipeline and the Company satisfied its performance obligation at a point in time.

The Company derived 53% of its revenue (2019: 54%) from its related parties. Refer to note 10 for the amount of revenue from related parties. 
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6	Fair value



The following table presents financial assets that are measured at fair value, excluding where its fair value is approximating the carrying amount.

	[bookmark: _Hlk45011850]
	Level 2

	
	Unit: US Dollar
	Unit: Baht

	
	30 September
	31 December
	30 September
	31 December

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Assets
	
	
	
	

	Derivative assets measured at fair value through profit or loss
	
	
	
	

	- Cross currency interest rate swap contract
	1,610,374
	-
	51,256,448
	-

	- Interest rate swap contract
	(61,369)
	-
	(1,953,106)
	-

	
	
	
	
	

	
	1,549,005
	-
	49,303,342
	-



Valuation techniques used to measure fair value level 2 for derivative assets

· Fair value of cross currency interest rate swap contract is determined using forward exchange rates that are quoted in an active market and forward interests extracted from observable yield curves.
· Fair value of interest rate swap contract is determined using forward interests extracted from observable yield curves.

For the fair value measurement of cash and cash equivalents, trade and other receivables, prepaid income tax, other current assets which are financial assets and borrowings from financial institutions, such fair value is not significantly different from the carrying amount.




	

7	Trade receivables



Outstanding trade receivables can be analysed as follows:

	
	Unit: US Dollar
	Unit: Baht

	
	30 September
	31 December
	30 September
	31 December

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Up to 3 months
	240,589,096
	232,721,059
	7,656,879,793
	7,058,204,941

	3 - 6 months
	-
	-
	-
	-

	6 - 12 months
	-
	-
	-
	-

	Over 12 months
	-
	-
	-
	-

	
	
	
	
	

	Total trade receivables
	240,589,096
	232,721,059
	7,656,879,793
	7,058,204,941

	Less	Provision for impairment
	
	
	
	

		   of trade receivables
	-
	-
	-
	-

	
	
	
	
	

	
	240,589,096
	232,721,059
	7,656,879,793
	7,058,204,941




	

8	Property, plant and equipment



Movements of property, plant and equipment for nine-month period ended 30 September 2020 are as follows:

	
	Unit: US Dollar
	Unit: Baht

	
	
	

	Opening net book amount
	879,814,400
	26,685,914,509

	Additions
	6,842,344
	219,945,127

	Write-off
	(20,522)
	(645,424)

	Depreciation
	(66,086,793)
	(2,094,857,458)

	Exchange differences on translating financial information
	-
	1,304,285,276

	
	
	

	[bookmark: OLE_LINK42]Closing net book amount 
	820,549,429
	26,114,642,030




	




9	Borrowings



9.1 	Short-term borrowings from financial institutions

As at 30 September 2020, short-term borrowings from financial institutions were denominated in US Dollar and Thai Baht which are due within 3 months.

9.2 	Long-term borrowings from financial institutions

Movements of borrowings for nine-month period ended 30 September 2020 are as follows:
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	Unit: US Dollar
	Unit: Baht

	
	
	

	Opening net book amount
	-
	-

	Addition
	270,000,000
	8,578,737,000

	Exchange differences on foreign currency
	3,414,772
	108,677,883

	Exchange differences on translating financial information
	-
	14,233,863

	
	
	

	Closing net book amount 
	273,414,772
	8,701,648,746



During the period, the Company entered long-term borrowing agreements with financial institutions dominated in US Dollar at interest rate of 3-month LIBOR plus 1.70% and 1.75% and dominated in Japanese Yen at interest rate of 3-month LIBOR plus 0.73%. Long-term borrowings are repaid every 3 and 6 months respectively and are due in 2023. As at 30 September 2020, the long-term facility has not yet been drawdown for US Dollar 70 million.




	



10	Related parties transactions



Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or are under common control with, the Company, including holding companies, subsidiaries and affiliates are related parties of the Company. Associates and individuals owning, directly or indirectly, an interest in the voting power of the Company that gives them significant influence over the enterprise, key management personnel, including directors and officers of the Company and close members of the family of these individuals and companies associated with these individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.

The major shareholder of the Company is Chevron South Asia Holding Pte Ltd. registered in Singapore, which owns 60.56% of the Company’s shares. The remaining 39.44% of the shares are widely held. The ultimate parent company is Chevron Corporation registered in the United States of America.

	Related parties
	Relationship
	Main transactions relating to 
the Company

	
	
	

	Chevron South Asia Holding Pte. Ltd.
	Major shareholder
	Holding the Company’s shares

	
	
	

	Affiliates
	Related parties of the ultimate parent company
	Supplying of crude oil and raw
materials to the Company 
and purchasing of products from 
the Company



The following transactions were carried out with related parties:

i) Sales of goods and services

	
	Unit: US Dollar
	Unit: Baht

	For the three-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	Sales of goods with affiliates: 
	
	
	
	

	   - Chevron (Thailand) Limited
	502,803,458
	815,501,488
	15,835,694,364
	25,185,703,308

	   - Other affiliates
	22,817,401
	2,308,420
	718,629,474
	71,292,562

	
	
	
	
	

	
	525,620,859
	817,809,908
	16,554,323,838
	25,256,995,870



	
	Unit: US Dollar
	Unit: Baht

	For the nine-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	Sales of goods with affiliates: 
	
	
	
	

	   - Chevron (Thailand) Limited
	1,514,390,196
	2,406,685,648
	47,916,996,002
	75,747,026,334

	   - Other affiliates
	111,116,296
	10,931,963
	3,521,913,520
	345,281,154

	
	
	
	
	

	
	1,625,506,492
	2,417,617,611
	51,438,909,522
	76,092,307,488



The above transactions were carried out on commercial terms and conditions which are reference from market prices. 




ii) Purchases of goods and services

	
	Unit: US Dollar
	Unit: Baht

	For the three-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	Purchases of goods 
   with affiliates:
	423,268,708
	585,015,039
	13,330,763,295
	18,067,428,958

	
	
	
	
	

	Purchases of services  
   with affiliates:
	1,211,528
	1,376,510
	38,156,822
	42,511,726



	
	Unit: US Dollar
	Unit: Baht

	For the nine-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	Purchases of goods 
   with affiliates:
	1,163,159,135
	2,025,674,387
	36,743,746,722
	63,846,718,864

	
	
	
	
	

	Purchases of services  
   with affiliates:
	3,921,124
	4,161,365
	124,283,561
	130,997,738



The above transactions were carried out on commercial terms and conditions which are reference from market prices.

iii) Outstanding balances arising from sales/purchases of goods and services

The outstanding balances at the end of the reporting period in relation to transactions with affiliates are as follows:

	
	Unit: US Dollar
	Unit: Baht

	
	30 September 
	31 December
	30 September 
	31 December

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Account receivables
	126,074,894
	109,326,184
	4,012,077,568
	3,315,672,847

	
	
	
	
	

	Account payables
	128,600,737
	258,585,999
	4,092,821,349
	7,843,249,514






iv) Management remuneration

[bookmark: OLE_LINK75]The compensations paid or payable to management for employment services are as follows:

	
	Unit: US Dollar
	Unit: Baht

	For the three-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	- Salaries and other short-term 
	
	
	
	

	     employee benefits
	1,100,195
	1,435,573
	34,650,408
	44,335,805

	- Retirement benefits
	44,650
	37,898
	1,406,253
	1,170,416

	
	
	
	
	

	
	1,144,845
	1,473,471
	36,056,661
	45,506,221



	
	Unit: US Dollar
	Unit: Baht

	For the nine-month
	30 September 
	30 September 
	30 September 
	30 September 

	   periods ended
	2020
	2019
	2020
	2019

	
	
	
	
	

	- Salaries and other short-term 
	
	
	
	

	     employee benefits
	4,496,132
	5,166,802
	142,336,749
	162,904,672

	- Retirement benefits
	138,703
	425,309
	4,394,521
	13,485,656

	
	
	
	
	

	
	4,634,835
	5,592,111
	146,731,270
	176,390,328




	

11	Dividend paid 



At the Board of Director Meeting No. 1 held on 21 February 2020, the Board approved a resolution of submission to shareholders for approval of annual dividend payment from the retained earnings in the amount of USD 25.31 million or Baht 792 million which is equivalent of Baht 0.1827 per share. After deduction of the interim dividend payment for the first half of 2019 performance at Baht 0.1202 per share paid on 6 September 2019, the remaining dividend is at Baht 0.0625 per share, totaling approximately Baht 271 million. 

At the Board of Director Meeting No. 1/A held on 26 March 2020, the Board approved an interim dividend payment from the retained earnings at Baht 0.0625 per share, totaling USD 8.52 million or Baht 271 million instead of the annual dividend payment, which was previously proposed for approval in 2020 annual general meeting. The dividend was paid to shareholders on 24 April 2020.


	

12	Bank guarantees 


[bookmark: OLE_LINK78]
As at 30 September 2020, the Company has bank guarantees issued on the Company’s behalf relating to land use in Map Ta Phut Industrial Estate, electricity, value-added tax and others amounting to USD 3.18 million or Baht 101.09 million.


	

13	Commitments



[bookmark: OLE_LINK80]As at 30 September 2020, the Company had commitments as follows:

a) Purchase of machinery, equipment, repair and maintenance and installations in progress of approximately USD 4.12 million or Baht 131.01 million.

b) Purchase of raw materials and utilities which include crude oil, hydrogen, natural gas and back-up electricity of approximately USD 439.15 million or Baht 13,976.32 million.
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