(Unaudited but reviewed)


Thai Vegetable Oil Public Company Limited and its subsidiary
Notes to consolidated interim financial statements

For the three-month and six-month periods ended 30 June 2015
1.
General information

1.1
Corporate information


Thai Vegetable Oil Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the manufacture and distribution of soy meal and soybean oil. The registered office of the Company is at 149 Ratchadapisek Road (Thapra-Taksin), Bukkhalow, Thonburi, Bangkok.

1.2
Basis for the preparation of interim financial statements

These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 (revised 2014) Interim Financial Reporting, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, income statement, 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 financial statements.

1.3
Basis of interim consolidation


The basis of interim consolidation is the same as that for the consolidated financial statements for the year ended 31 December 2014, with no changes in the shareholding structure of the subsidiary during the period.
1.4
New financial reporting standards

During the period, the Company has adopted the revised and new financial reporting standards issued by the Federation of Accounting Professions which become effective for fiscal years beginning on or after 1 January 2015. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards, with most of the changes directed towards revision of wording and terminology, and provision of interpretations and accounting guidance to users of standards. The adoption of these financial reporting standards does not have any significant impact on the Company’s financial statements. However, some of these standards involve changes to key principles, which are summarised below: 


TAS 19 (revised 2014) Employee Benefits

This revised standard requires that the entity recognise actuarial gains and losses immediately in other comprehensive income while the existing standard allows the entity to recognise such gains and losses immediately in either profit or loss or other comprehensive income, or to recognise them gradually in profit or loss. 


This revised standard does not have any impact on the financial statements as the Company and its subsidiary already recognise actuarial gains and losses immediately in other comprehensive income.


TFRS 10 Consolidated Financial Statements 


TFRS 10 prescribes requirements for the preparation of consolidated financial statements and replaces the content of TAS 27 Consolidated and Separate Financial Statements dealing with consolidated financial statements. This standard changes the principles used in considering whether control exists.  Under this standard, an investor is deemed to have control over an investee if it has rights, or is exposed, to variable returns from its involvement with the investee, and it has the ability to direct the activities that affect the amount of its returns, even if it holds less than half of the shares or voting rights. This important change requires the management to exercise a lot of judgement when reviewing whether the Company and its subsidiaries have control over investees and determining which entities have to be included in preparation of the consolidated financial statements.


This standard does not have any impact on the Company’s and its subsidiary’s financial statements


TFRS 12 Disclosure of Interests in Other Entities


This standard stipulates disclosures relating to an entity’s interests in subsidiaries, joint arrangements and associates, including structured entities. This standard therefore has no financial impact on the financial statements of the Company and its subsidiary.

TFRS 13 Fair Value Measurement


This standard provides guidance on how to measure fair value and stipulates disclosures related to fair value measurement. Entities are to apply the guidance under this standard if they are required by other financial reporting standards to measure their assets or liabilities at fair value. The effects of the adoption of this standard are to be recognised prospectively.

This standard does not have any significant impact on the Company’s and its subsidiary’s financial statements. 

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 2014, except for the changes in accounting policies as a result of the adoption of new and revised standards, as discussed in note 1.4 to the financial statements.

2.
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
	

	
	For the three-month
	For the six-month
	

	
	periods ended 30 June
	periods ended 30 June
	Transfer pricing policy

	
	2015
	2014
	2015
	2014
	

	Transactions with related companies
	
	
	
	
	

	   Sales of goods by the Company
	9
	8
	18
	13
	Normal prices charged to ordinary customers

	   Sales of goods by subsidiary
	5
	6
	12
	13
	Normal prices charged to ordinary customers

	   Service expenses
	-
	-
	1
	-
	Normal prices charged to ordinary customers


	
	(Unit: Million Baht)

	
	Separate financial statements
	

	
	For the three-month 
	For the six-month
	

	
	periods ended 30 June
	periods ended 30 June
	Transfer pricing policy

	
	2015
	2014
	2015
	2014
	

	Transactions with subsidiary company
	
	
	
	
	

	(eliminated from the consolidated
 financial statements)
	
	
	

	   Purchases of packing material
	73
	60
	152
	135
	Normal prices charged to ordinary customers

	Transactions with related companies
	
	
	
	
	

	   Sales of goods by the Company
	9
	8
	18
	13
	Normal prices charged to ordinary customers

	   Service expenses
	-
	-
	1
	-
	Normal prices charged to ordinary customers


The balances of the accounts as at 30 June 2015 and 31 December 2014 between the Company and those related parties are as follows:

	
	(Unit: Thousand Baht)

	
	Consolidated

financial statements
	Separate 

financial statements

	
	30 June
	31 December 
	30 June
	31 December 

	
	2015
	2014
	2015
	2014

	
	
	(Audited)
	
	(Audited)

	Trade accounts receivable -  related party (Note 3)
	
	
	
	

	Related companies (related by common directors     or shareholders)
	8,401
	9,095
	4,915
	6,885

	Total trade accounts receivable - related parties
	8,401
	9,095
	4,915
	6,885

	Trade payables - related parties (Note 8)
	
	
	
	

	Subsidiary
	-
	-
	50,907
	47,152

	Total trade payables - related parties
	-
	-
	50,907
	47,152


Directors and management’s benefits

During the six-month periods ended 30 June 2015 and 2014, the Company and its subsidiary had employee benefit expenses payable to their directors and management as below.

	(Unit: Million Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2015
	2014
	2015
	2014

	Short-term employee benefits
	42
	33
	36
	28

	Post-employment benefits
	1
	1
	1
	1

	Total
	43
	34
	37
	29


3.
Trade and other receivables
	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	30 June
	31 December 
	30 June
	31 December 

	
	2015
	2014
	2015
	2014

	
	
	(Audited)
	
	(Audited)

	Trade receivable - related parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	6,420
	9,095
	4,915
	6,885

	Past due
	
	
	
	

	
Not over 3 months
	1,981
	-
	-
	-

	Total trade receivable - related parties
	8,401
	9,095
	4,915
	6,885

	Trade receivable - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	1,039,920
	961,851
	1,019,313
	934,824

	Past due
	
	
	
	

	
Not over 3 months
	266,315
	269,045
	230,454
	214,502

	
3 - 6 months
	9,641
	2,193
	1,551
	1,185

	
6 - 12 months
	26
	164
	9
	164

	
Over 12 months
	85,071
	85,228
	83,969
	84,007

	
Returned cheques
	66
	344
	-
	-

	Total
	1,401,039
	1,318,825
	1,335,296
	1,234,682

	Less: Allowance for doubtful debts
	(71,804)
	(71,842)
	(70,656)
	(70,694)

	Total trade receivable - unrelated parties, net
	1,329,235
	1,246,983
	1,264,640
	1,163,988

	Total trade receivable - net
	1,337,636
	1,256,078
	1,269,555
	1,170,873

	Other receivables
	
	
	
	

	Other receivables
	63
	572
	63
	572

	Accrued income
	2,026
	1,945
	2,026
	1,945

	Total other receivables
	2,089
	2,517
	2,089
	2,517

	Trade and other receivables – net
	1,339,725
	1,258,595
	1,271,644
	1,173,390


4.
Investments in subsidiary
	
	(Unit: Thousand Baht)

	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received 

for the six-month periods

	
	30 June
	31 December 
	30 June
	31 December 
	30 June
	31 December 
	ended 30 June

	
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014

	
	
	
	%
	%
	
	(Audited)
	
	

	Prodigy Public Co., Ltd.
	135,000
	135,000
	32
	32
	21,500
	21,500
	8,600
	6,880

	   Total
	
	
	
	
	21,500
	21,500
	8,600
	6,880


5.
Other long-term investments


Other long-term investments as at 30 June 2015 and 31 December 2014 are summarised below:

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements/

Separate financial statements

	
	30 June 2015
	31 December 2014

	
	Cost/
	
	Cost/
	

	
	Amortised cost
	Fair value
	Amortised cost
	Fair value

	
	
	
	(Audited)
	(Audited)

	Available-for-sale securities
	
	
	
	

	Domestic marketable equity securities
	6,524
	21,628
	6,524
	25,297

	Add: Revaluation surplus on changes in value of investments in securities available for sales
	15,104
	
	18,773
	

	
	21,628
	
	25,297
	

	Held-to-maturity debt securities
	
	
	
	

	Private debt securities
	10,000
	
	10,000
	

	
	10,000
	
	10,000
	

	Other investments
	
	
	
	

	Domestic non-marketable equity securities
	55,000
	
	55,000
	

	
	55,000
	
	55,000
	

	Less: Allowance for impairment
	(13,847)
	
	(13,847)
	

	
	41,153
	
	41,153
	

	Total other long-term investments - net
	72,781
	
	76,450
	


6.
Property, plant and equipment

Movements of the property, plant and equipment account during the six-month period ended 30 June 2015 are summarised below.

	(Unit: Thousand Baht)

	
	Consolidated         financial statements
	Separate            financial statements

	Net book value as at 1 January 2015
	2,341,431
	2,020,503

	Acquisitions during period  - at cost
	56,069
	39,343

	Disposals/written off during period - net book value at disposal/written-off date
	(341)
	(341)

	Depreciation for period
	(152,448)
	(125,557)

	Net book value as at 30 June 2015
	2,244,711
	1,933,948


7.
Credit facilities of bank overdrafts, short-term loans from financial institutions and trust receipts


The agreements for the credit facilities obtained from banks and financial institutions contain covenants with which the Company and its subsidiary company must comply. These relate to, among other things, the maintenance of certain financial ratios, and restrictions on the creation of lien or encumbrance over their assets and the provision of guarantees by subsidiary’s directors. 

8.
Trade and other payables

	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	30 June 

2015
	31 December 2014
	30 June 

2015
	31 December 2014

	
	
	(Audited)
	
	(Audited)

	Trade payables - related parties
	-
	-
	50,907
	47,152

	Trade payables - unrelated parties
	1,065,958
	177,768
	978,457
	71,795

	Other payables - unrelated parties
	101,234
	92,633
	99,238
	90,430

	Accrued expenses
	198,863
	145,248
	183,549
	136,597

	Total trade and other payables
	1,366,055
	415,649
	1,312,151
	345,974


9.
Long-term loans

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	30 June 2015
	31 December 2014

	
	
	(Audited)

	Long-term loans
	51,210
	65,920

	Less: Current portion
	(23,560)
	(26,570)

	Long-term loans - net of current portion
	27,650
	39,350


Movements in the long-term loans account during the six-month period ended 30 June 2015 are summarised below.

	(Unit: Thousand Baht)

	
	Consolidated          financial statements

	Balance as at 1 January 2015
	65,920

	Less: Repayment
	(14,710)

	Balance as at 30 June 2015
	51,210


The loan agreements contain covenant that, among other things, require the subsidiary to be restricted on the disposal of its assets or the creation of lien thereon without prior consent from banks and the maintenance of certain financial ratios. 

10.
Provision for long-term employee benefits

Provision for long-term employee benefits as at 30 June 2015, which is compensations on employees’ retirement, was as follows:

	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate 

financial statements

	Balance as at 1 January 2015
	73,913
	65,207

	Current service cost
	3,798
	3,264

	Interest cost
	1,329
	1,192

	Benefits paid during period 
	(1,308)
	(1,308)

	Balance as at 30 June 2015
	77,732
	68,355


Long-term employee benefit expenses included in the profit or loss for the six-month period ended 30 June 2015 amounted to Baht 4 million (2014: Baht 5 million).
11.
Income tax


Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.


Income tax expenses for the three-month and six-month periods ended 30 June 2015 and 2014 are made up as follows:

	



	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2015
	2014
	2015
	2014

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	77,450
	57,965
	72,575
	54,495

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	4,497
	12,079
	4,564
	12,134

	Income tax expense reported in  the statements of comprehensive income
	81,947
	70,044
	77,139
	66,629


	



	
	(Unit: Thousand Baht)

	
	For the six-month periods ended 30 June

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2015
	2014
	2015
	2014

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	153,522
	150,143
	141,921
	142,699

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	10,680
	(11,526)
	10,814
	(11,484)

	Income tax expense reported in the statements of comprehensive income
	164,202
	138,617
	152,735
	131,215



The amounts of income tax relating to each component of other comprehensive income for the three-month and six-month periods ended 30 June 2015 and 2014 are as follows:

	



	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2015
	2014
	2015
	2014

	Deferred tax relating to gain (loss) on changes in value of available-for-sale investments
	(624)
	370
	(624)
	370


	



	
	(Unit: Thousand Baht)

	
	For the six-month periods ended 30 June

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2015
	2014
	2015
	2014

	Deferred tax relating to gain (loss) on changes in value of available-for-sale investments
	(734)
	746
	(734)
	746

	Deferred tax relating to actuarial loss
	-
	(633)
	-
	(585)

	Total
	(734)
	113
	(734)
	161


12.
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. 

13.
Segment information


The Company and its subsidiary are organised into business units based on its products. During the current period, the Company and its subsidiary have not changed the organisation of the reportable segments.


The following tables present revenue and profit information regarding the Company and its subsidiary’s operating segments for the three-month and six-month periods ended 30 June 2015 and 2014, respectively.

	
	(Unit: Thousand Baht)

	For the three-month period ended 30 June 
	Manufacture and distribution of products from soybean
	Manufacture and distribution of packaging products
	Others
	Total Segments
	Adjustments and eliminations
	Consolidated

	
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014

	Revenue
	
	
	
	
	
	
	
	
	
	
	
	

	External customers
	6,153,509
	6,171,074
	105,536
	105,329
	29,504
	42,268
	6,288,549
	6,318,671
	-
	-
	6,288,549
	6,318,671

	Inter-segment
	-
	-
	73,280
	59,857
	-
	-
	73,280
	59,857
	(73,280)
	(59,857)
	-
	-

	Total revenue
	6,153,509
	6,171,074
	178,816
	165,186
	29,504
	42,268
	6,361,829
	6,378,528
	(73,280)
	(59,857)
	6,288,549
	6,318,671

	
	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	
	

	Segment profit
	809,489
	732,842
	36,584
	29,770
	5,058
	6,272
	851,131
	768,884
	-
	-
	851,131
	768,884

	Other income
	
	
	
	
	
	
	
	
	
	
	42,117
	22,289

	Administrative and selling expenses
	
	
	
	
	
	
	
	
	
	
	(277,865)
	(218,811)

	Gain (loss) on exchange
	
	
	
	
	
	
	
	
	
	
	29,140
	(1,458)

	Reversal of loss on reduction of inventory to 
	
	
	
	
	
	
	
	
	
	
	
	

	   net realisable value
	
	
	
	
	
	
	
	
	
	
	1,603
	-

	Finance cost
	
	
	
	
	
	
	
	
	
	
	(1,581)
	(2,779)

	Profit before income tax expenses
	
	
	
	
	
	
	
	
	
	
	644,545
	568,125

	Income tax expenses
	
	
	
	
	
	
	
	
	
	
	(81,947)
	(70,044)

	Profit for the period
	
	
	
	
	
	
	
	
	
	
	562,598
	498,081


	
	(Unit: Thousand Baht)

	For the six-month period ended 30 June 
	Manufacture and distribution of products from soybean
	Manufacture and distribution of packaging products
	Others
	Total Segments
	Adjustments and eliminations
	Consolidated

	
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014
	2015
	2014

	Revenue
	
	
	
	
	
	
	
	
	
	
	
	

	External customers
	12,939,813
	12,718,481
	209,930
	213,216
	61,725
	86,283
	13,211,468
	13,017,980
	-
	-
	13,211,468
	13,017,980

	Inter-segment
	-
	-
	151,761
	134,728
	-
	-
	151,761
	134,728
	(151,761)
	(134,728)
	-
	-

	Total revenue
	12,939,813
	12,718,481
	361,691
	347,944
	61,725
	86,283
	13,363,229
	13,152,708
	(151,761)
	(134,728)
	13,211,468
	13,017,980

	
	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	
	

	Segment profit
	1,560,937
	1,569,284
	82,091
	63,177
	11,763
	10,904
	1,654,791
	1,643,365
	-
	-
	1,654,791
	1,643,365

	Other income
	
	
	
	
	
	
	
	
	
	
	50,956
	30,586

	Administrative and selling expenses
	
	
	
	
	
	
	
	
	
	
	(532,622)
	(446,109)

	Gain (loss) on exchange
	
	
	
	
	
	
	
	
	
	
	29,763
	(57,038)

	Reversal of loss on reduction of inventory realisable value 
	
	
	
	
	
	
	
	
	
	
	42,675
	-

	Finance expenses
	
	
	
	
	
	
	
	
	
	
	(3,191)
	(5,778)

	Profit before income tax expenses
	
	
	
	
	
	
	
	
	
	
	1,242,372
	1,165,026

	Income tax expenses
	
	
	
	
	
	
	
	
	
	
	(164,202)
	(138,617)

	Profit for the period
	
	
	
	
	
	
	
	
	
	
	1,078,170
	1,026,409


14.
Dividends

	Dividends
	Approved by
	Total dividends
	Dividend per share

	
	
	(Thousand Baht)
	(Baht)

	Dividends for 2014
	The Annual General Meeting of the Company’s shareholders on 27 April 2015
	687,319
	0.85

	Total for the six-month period ended 30 June 2015
	687,319
	0.85

	
	
	
	

	Dividends for 2013
	The Annual General Meeting of the Company’s shareholders on 29 April 2014
	566,027
	0.70

	Total for the six-month period ended 30 June 2014
	566,027
	0.70


15.
Commitments and contingent liabilities

15.1
Capital commitments


As at 30 June 2015, the Company and its subsidiary had capital commitments of approximately Baht 1 million relating to the acquisition of factory tools and equipment          (31 December 2014: Baht 6 million) (The Company only: none, 31 December 2014: Baht 1 million).

15.2
Guarantees


As at 30 June 2015, there were outstanding bank guarantees of approximately Baht 35 million issued by banks on behalf of the Company and its subsidiary in respect of certain performance bonds as required in the normal course of business of the Company and the subsidiary (31 December 2014: Baht 35 million) (The Company only: Baht 26 million,                  31 December 2014: Baht 26 million). Most of outstanding bank guarantees are related to guarantee electricity use.

16.
Financial instruments
16.1
Risk on fluctuation of raw materials price


Soy bean is major raw material of the Company’s production. In order to manage risk on the fluctuation in gross profit margin, the Company has entered into commodity swap contracts and commodity options to hedge such risk. Gain or loss is recognized in the statement of income when the contracts are settled or expired.


The Company’s has no such agreement outstanding as at 30 June 2015 and 31 December 2014.

16.2
Foreign currency risk


The Company has entered into forward exchange contracts in order to hedge the foreign exchange risk in relation to purchase of raw materials and sales of goods which are denominated in foreign currencies. The outstanding forward exchange contracts as at                 30 June 2015 can be summarised as follows:

There were outstanding forward contracts to purchase a total of USD 31 million at an average rate of approximately Baht 33.8243 per USD 1. The contracts mature within July to October 2015 (31 December 2014: USD 58 million at an average rate of approximately Baht 33.0479 per USD 1).

There was outstanding forward contract to sell a total of USD 4 million at an average rate of approximately Baht 33.6734 per USD 1. The contract mature within August and September 2015 (31 December 2014: none).

As at 30 June 2015, the US dollar exchange rates announced by the Bank of Thailand were an average buying rate of Baht 33.5800 per USD 1 and an average selling rate of Baht 33.9266 per USD 1.

17.
Fair value of financial instruments 
The Company and its subsidiaries use the market approach to measure their assets and liabilities that are required to be measured at fair value by relevant financial reporting standards, except that the cost approach or income approach is used when there is no active market or when a quoted market price is not available. 

Fair value hierarchy
In applying the above-mentioned valuation techniques, the Company and its subsidiaries endeavor to use relevant observable inputs as much as possible. TFRS 13 Fair Value Measurement establishes a fair value hierarchy categorising such inputs into three levels as follows:
Level 1 -
Use of quoted market prices in an observable active market for such assets or liabilities 

Level 2 -
Use of other observable inputs for such assets or liabilities, whether directly or indirectly

Level 3 -
Use of unobservable inputs such as estimates of future cash flows 

As of 30 June 2015, the Company and its subsidiaries had the following assets that were measured at fair value using different levels of inputs as follows: 

	
	(Unit: Million Baht)

	
	Consolidated financial statements/

Separate financial statements

	
	Level 1
	Level 2
	Total

	Financial assets measured at fair value 
	
	
	

	Held for trade investments  
	
	
	

	Equity instruments
	22
	-
	22

	Foreign currency forward contracts 
	-
	1
	1



Valuation techniques and inputs to Level 2 valuation

The fair value of derivatives has been determined by using a discounted future cash flow model and a valuation model technique. Most of the inputs used for the valuation are observable in the relevant market, such as spot rates of foreign currencies, yield curves of the respective currencies and interest rate yield curves.


During the current period, there were no transfers within the fair value hierarchy. 

18.
Approval of financial statements


These interim financial statements were authorised for issue by the Company’s Board of Directors on 11 August 2015.
15

