Thai Plaspac Public Company Limited

Notes to financial statements

For the year ended 31 December 2016
1.
General information 

Thai Plaspac Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. Its major shareholder is an individual. The Company is principally engaged in the manufacture and distribution of plastic packaging. The registered office of the Company is at 77 Soi Thian Thalae 30, Bang Khun Thian-Chay Thalae Road, Thakham, Bang Khun Thian, Bangkok.

2.
Basis of preparation


The financial statements have been prepared in accordance with Thai Financial Reporting Standards enunciated under the Accounting Professions Act B.E. 2547 and their presentation has been made in compliance with the stipulations of the Notification of the Department of Business Development dated 28 September 2011, issued under the Accounting Act B.E. 2543.



The financial statements in Thai language are the official statutory financial statements of the Company. The financial statements in English language have been translated from the Thai language financial statements.


The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

3. 
New financial reporting standards


(a)
Financial reporting standards that became effective in the current year


During the year, the Company has adopted the revised (revised 2015) and new financial reporting standards and accounting treatment guidance issued by the Federation of Accounting Professions which become effective for fiscal years beginning on or after 1 January 2016. 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. 
(b)
Financial reporting standard that will become effective in the future


During the current year, the Federation of Accounting Professions issued a number of the revised financial reporting standards and interpretations (revised 2016) and new accounting treatment guidance which is effective for fiscal years beginning on or after 1 January 2017. 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 management of the Company believe that the revised financial reporting standards and interpretations and new accounting treatment guidance will not have any significant impact on the financial statements when they are initially applied. 
4.
Significant accounting policies

4.1
Revenue recognition



Sales of goods



Sales of goods are recognised when the significant risks and rewards of ownership of the goods have passed to the buyer. Sales are the invoiced value, excluding value added tax, of goods supplied after deducting discounts and allowances.



Interest income



Interest income is recognised on an accrual basis based on the effective interest rate.

4.2
Cash and cash equivalents



Cash and cash equivalents consist of cash in hand and at banks, and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restrictions.
4.3
Trade and other receivables


Trade and other receivables are stated at the net realisable value. Allowance for doubtful accounts (if any) is provided for the estimated losses that may be incurred in collection of receivables. The allowance is generally based on collection experience and analysis of debt aging. 

4.4
Inventories


Finished goods and work in process are valued at the lower of cost (under the first-in, first-out method) and net realisable value. The cost of inventories is measured using the standard cost method, which approximates actual cost and includes all production costs and attributable factory overheads.

Raw materials, packaging and supplies are valued at the lower of cost (first-in, first-out) and net realisable value and are charged to the production costs whenever consumed.

4.5
Cost of molds



The Company records costs of molds as assets. Costs of molds with an expected remaining useful life of not more than 1 year are recorded as current assets, while costs of molds with an expected remaining useful life of more than 1 year are recorded as other assets. Costs of molds are amortised to cost of goods sold as goods are delivered to its customers.
4.6
Property, plant and equipment/Depreciation



Land is stated at cost. Buildings and equipment are stated at cost less accumulated depreciation and allowance for loss on impairment of assets (if any). 
Depreciation of buildings and equipment is calculated by reference to their costs on the straight-line basis over the following estimated useful lives:



Building and building improvement

20
years



Furniture and office equipment

5
years



Machinery and equipment
3 years, 5 years and 10
years



Motor vehicles


5
years



Depreciation is included in determining income.



No depreciation is provided on land and land improvement and assets under construction.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on disposal of an asset is included in profit or loss when the asset is derecognised.
4.7
Borrowing costs



Borrowing costs directly attributable to the acquisition of an asset that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the respective assets. All other borrowing costs are expensed in the period they are incurred. Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of funds.

4.8
Intangible assets and Amortisation



Intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment losses (if any). 

Intangible assets with finite lives are amortised on a systematic basis over the economic useful life and tested for impairment whenever there is an indication that the intangible assets may be impaired. The amortisation period and the amortisation method of such intangible assets are reviewed at least at each financial year end. The amortisation expense is charged to profit or loss.
Intangible assets with finite useful lives of the Company are computer software which has useful lives of 5 years and 10 years.

4.9
Related party transactions

Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.

They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company, key management personnel, directors, and officers with authority in the planning and direction of the Company’s operations.

4.10
Foreign currencies

The financial statements are presented in Baht, which is also the Company’s functional currency. 

Transactions in foreign currencies are translated into Baht at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Baht at the exchange rate ruling at the end of reporting period.

Gains and losses on exchange are included in determining income.

4.11
Long-term leases
Leases of equipment which do not transfer substantially all the risks and rewards of ownership are classified as operating leases. 

Operating leases payments are recognised as an expense in profit or loss on a straight-line basis over the lease term.
4.12
Impairment of assets

At the end of each reporting period, the Company performs impairment reviews in respect of the property, plant and equipment and other intangible assets whenever events or changes in circumstances indicate that an asset may be impaired.              An impairment loss is recognised when the recoverable amount of an asset, which is the higher of the asset’s fair value less costs to sell and its value in use, is less than the carrying amount. In determining value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation model is used. These calculations are corroborated by a valuation model that, based on information available, reflects the amount that the Company could obtain from the disposal of the asset in an arm’s length transaction between knowledgeable, willing parties, after deducting the costs of disposal.



An impairment loss is recognised in profit or loss.


In the assessment of asset impairment if there is any indication that previously recognised impairment losses may no longer exist or may have decreased, the Company estimates the asset’s recoverable amount. A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss was recognised. The increased carrying amount of the asset attributable to a reversal of an impairment loss shall not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in profit or loss.

4.13
Employee benefits


Short-term employee benefits

Salaries, wages, bonuses and contributions to the social security fund are recognised as expenses when incurred.


Post-employment benefits and other long-term employee benefits

Defined contribution plans


The Company and its employees have jointly established a provident fund. The fund is monthly contributed by employees and by the Company. The fund’s assets are held in a separate trust fund and the Company’s contributions are recognised as expenses when incurred.

Defined benefit plans and other long-term employee benefits

The Company has obligations in respect of the severance payments it must make to employees upon retirement under labor law and other employee benefit plans. The Company treats these severance payment obligations as a defined benefit plan. In addition, the Company provides other long-term employee benefit plan, namely long service awards.

The obligation under the defined benefit plan and other long-term employee benefit plans is determined by a professionally qualified independent actuary based on actuarial techniques, using the projected unit credit method.


Actuarial gains and losses arising from post-employment benefits are recognised immediately in other comprehensive income.

Actuarial gains and losses arising from other long-term employees benefits are recognised immediately in profit and loss.
4.14
Provisions

Provisions are recognised when the Company has a present obligation as a result of     a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. 

4.15
Income tax 

Income tax expense represents the sum of corporate income tax currently payable and deferred tax.


Current tax


Current income tax is provided in the accounts at the amount expected to be paid to the taxation authorities, based on taxable profits determined in accordance with tax legislation.


Deferred tax


Deferred income tax is provided on temporary differences between the tax bases of assets and liabilities and their carrying amounts at the end of each reporting period, using the tax rates enacted at the end of the reporting period. 


The Company recognises deferred tax liabilities for all taxable temporary differences while it recognises deferred tax assets for all deductible temporary differences and tax losses carried forward to the extent that it is probable that future taxable profit will be available against which such deductible temporary differences and tax losses carried forward can be utilised.


At each reporting date, the Company reviews and reduces the carrying amount of deferred tax assets to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.


The Company records deferred tax directly to shareholders' equity if the tax relates to items that are recorded directly to shareholders' equity. 
4.16 
Equity-settled share-based payment transactions


The Company recognises share-based payment transactions when services from employees are rendered, based on the fair value of the share options on the grant date. The expenses are recorded over the vesting period, in accordance with the conditions regarding length of service rendered by employees stipulated in the                  share-based payment plan, together with a corresponding increase in “Capital reserve for share-based payment transactions” in shareholders’ equity.
4.17
Fair value measurement


Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between buyer and seller (market participants) at the measurement date. The Company apply a quoted market price in an active market to measure their assets and liabilities that are required to be measured at fair value by relevant financial reporting standards. Except in case of no active market of an identical asset or liability or when a quoted market price is not available, the Company measure fair value using valuation technique that are appropriate in the circumstances and maximises the use of relevant observable inputs related to assets and liabilities that are required to be measured at fair value.


All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy into three levels based on categorise of input to be used in fair value measurement 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 


At the end of each reporting period, the Company determine whether transfers have occurred between levels within the fair value hierarchy for assets and liabilities held at the end of the reporting period that are measured at fair value on a recurring basis.

5.
Significant accounting judgements and estimates



The preparation of financial statements in conformity with financial reporting standards at times requires management to make subjective judgements and estimates regarding matters that are inherently uncertain. These judgements and estimates affect reported amounts and disclosures; and actual results could differ from these estimates. Significant judgements and estimates are as follows:
Allowance for doubtful accounts

In determining an allowance for doubtful accounts, the management needs to make judgment and estimates based upon, among other things, past collection history, aging profile of outstanding debts and the prevailing economic condition. 

Allowance for diminution in value of inventories

The determination of allowance for diminution in the value of inventories requires management to exercise judgement in estimating losses on outstanding inventories, based on the selling price expected in the ordinary course of business; minus selling expenses and provision for obsolete, slow-moving and deteriorated inventories, and taking into account based upon the condition of inventories and the duration such goods have remained in stock.

Property, plant and equipment/Depreciation


In determining depreciation of plant and equipment, the management is required to make estimates of the useful lives and residual values of the plant and equipment and to review estimate useful lives and residual values when there are any changes. 


In addition, the management is required to review property, plant and equipment for impairment on a periodical basis and record impairment losses when it is determined that their recoverable amount is lower than the carrying amount. This requires judgements regarding forecast of future revenues and expenses relating to the assets subject to the review.

Deferred tax assets


Deferred tax assets are recognised for deductible temporary differences to the extent that it is probable that taxable profit will be available against which the temporary differences. Significant management judgement is required to determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level of estimate future taxable profits. 


Post-employment benefits under defined benefit plans and other long-term employee benefits


The obligation under the defined benefit plan and other long-term employee benefit plans is determined based on actuarial techniques. Such determination is made based on various assumptions, including discount rate, future salary increase rate, mortality rate and staff turnover rate.
6.
Related party transactions



Details of relationships of the Company to related party are as follows.

	Name of entities
	Nature of relationships

	Modernform Group Public Company Limited(1)
	Major shareholder

	Mr. Anuj Lohia
	Major shareholder

	Indorama Ventures Public Company Limited
	Shareholder and director is related to the Company's management

	Indorama Ventures Polymers (Rayong) Public Company Limited
	Shareholder and director is related to the Company's management

	Indorama Polymers Public Company Limited
	Shareholder and director is related to the Company's management

	Related persons
	Director, executive officer and related persons with director and executive office


(1)
Modernform Group Public Company Limited was the Company's related party until October 2015 (due to change in shareholding and management structure).

On 9 October 2015, the meetings of the Company’s Board of Directors passed the resolution to acknowledge the entry into the Securities Sales and Purchase Agreement among the 7 major securities holders, as the securities sellers and Mr. Anuj Lohia and QAMA Investments Limited as the securities purchasers, in order to sell and purchase the securities of the Company which comprised of (i) 126,407,400 ordinary shares equivalent to 60.55% of the issued and paid-up capital on that day by including the ordinary shares resulting from the exercise of warrants on 30 September 2015 at the purchase price of Baht 7.80 per share (ii) 26,601,850 warrants equivalent to 57.96% of outstanding warrants representing right to purchase ordinary shares of the Company Number 1 for existing shareholders (TPAC-W1), at the purchase price of Baht 2.80 per unit.


On 12 October 2015, the meeting of the Company’s Board of Directors approved the resolution of the entry into the aforementioned Securities Sales and Purchase Agreement and approved new appointment of directors and board of directors of the Company, in order to be aligned with new securities holding structure of the Company.

During the year, the Company 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 that related party. 
 (Unit: Million Baht)
	
	2016
	2015
	Transfer pricing policy

	Sales of goods
	-
	1
	Close to market price

	Purchases of goods
	63
	2
	Close to market price

	Consultant fee
	-
	1
	Baht 1.2 million per year

	Rental expense
	-
	1
	As stipulated in the agreement

	Dividends paid
	54
	30
	Baht 0.35 per share                         
(2015: Baht 0.30 per share)



As at 31 December 2016 and 2015, the balances of the accounts between the Company and those related companies are as follows:

(Unit: Thousand Baht)

	
	2016
	2015

	Trade and other payables - related parties (Note 15)
	

	   Related companies
	
	

	
Indorama Polymers Public Company Limited
	20,244
	-

	
Indorama Ventures Polymers (Rayong)
	
	

	
   Public Company Limited
	-
	73

	   Total
	20,244
	73


Directors and management’s benefits

During the years ended 31 December 2016 and 2015, the Company had employee benefit expenses payable to its directors and management as below.

 (Unit: Thousand Baht)
	
	2016
	2015

	Short-term benefits
	26,745
	18,194

	Post-employment benefits
	21,726
	10,333

	Other long-term benefits
	162
	170

	Share-based payment (Note 20)
	-
	321

	Total
	48,633
	29,018


7.
Cash and cash equivalent  
(Unit: Thousand Baht)
	
	2016
	2015

	Cash
	51
	57

	Cash at banks
	5,919
	3,636

	Total
	5,970
	3,693



As at 31 December 2016 and 2015, bank deposits in saving accounts carried interests between 0.38% and 0.75% per annum.
8.
Trade and other receivables
 (Unit: Thousand Baht)
	
	2016
	2015

	Trade accounts receivable - unrelated parties
	
	

	Aged on the basis of due dates
	
	

	Not yet due
	294,275
	271,543

	Past due
	
	

	   Up to 1 month
	82,714
	66,102

	   1 - 2 months
	11,677
	18,605

	   2 - 3 months
	3,975
	872

	   Over 3 months
	271
	62

	Total trade accounts receivables - unrelated parties
	392,912
	357,184

	Trade accounts receivable
	392,912
	357,184

	Other receivables
	-
	149

	Total trade and other receivables
	392,912
	357,333


9.
Inventories

(Unit: Thousand Baht)
	
	
	Reduce cost to
	

	
	 Cost          
	net realisable value
	Inventories - net

	
	2016
	2015
	2016
	2015
	2016
	2015

	Finished goods
	60,400
	50,730
	(12)
	-
	60,388
	50,730

	Raw materials
	42,170
	29,660
	(420)
	(283)
	41,750
	29,377

	Packing materials
	7,744
	6,230
	-
	-
	7,744
	6,230

	Factory supplies
	3,240
	3,675
	-
	-
	3,240
	3,675

	Total
	113,554
	90,295
	(432)
	(283)
	113,122
	90,012



During the current year, the Company reduced cost of inventories by Baht 149 million to reflect the net realisable value. This was included in cost of sales. In addition, during the year 2015, the Company reversed the write-down of inventories by Baht 0.3 million, and reduced the amount of inventories recognised as expenses during the year to reflect the net realisable value. 
10.
Other current assets
(Unit: Thousand Baht)
	
	2016
	2015

	Withholding tax deducted at source receivable
	30,195
	-

	Prepaid expenses
	2,601
	1,676

	Others
	574
	533

	Total other current assets
	33,370
	2,209


11.
Property, plant and equipment

(Unit: Thousand Baht)

	
	Land and 
	Building and
	Furniture and
	Machinery
	
	
	

	
	land
	building
	office
	and
	Motor
	Assets under
	

	
	improvement
	improvement
	equipment
	equipment
	vehicles
	construction
	Total

	Cost:
	
	
	
	
	
	
	

	1 January 2015
	54,275
	178,449
	8,002
	1,058,595
	11,014
	-
	1,310,335

	Additions
	-
	1,175
	718
	52,448
	2,445
	16,665
	73,451

	Disposals
	-
	-
	(187)
	(15,102)
	-
	-
	(15,289)

	31 December 2015
	54,275
	179,624
	8,533
	1,095,941
	13,459
	16,665
	1,368,497

	Additions
	-
	3,941
	3,197
	118,522
	1,824
	7,099
	134,583

	Transfer in (out)
	-
	21,073
	-
	2,560
	-
	(23,633)
	-

	Disposals
	-
	-
	(76)
	(20,699)
	-
	-
	(20,775)

	31 December 2016
	54,275
	204,638
	11,654
	1,196,324
	15,283
	131
	1,482,305


(Unit: Thousand Baht)

	
	Land and 
	Building and
	Furniture and
	Machinery
	
	
	

	
	land
	building
	office
	and
	Motor
	Assets under
	

	
	improvement
	improvement
	equipment
	equipment
	vehicles
	construction
	Total

	Accumulated depreciation:
	
	
	
	
	
	
	

	1 January 2015
	-
	93,423
	6,060
	617,149
	8,381
	-
	725,013

	Depreciation for the year
	-
	8,595
	786
	99,039
	1,350
	-
	109,770

	Depreciation on disposals
	-
	-
	(187)
	(14,219)
	-
	-
	(14,406)

	31 December 2015
	-
	102,018
	6,659
	701,969
	9,731
	-
	820,377

	Depreciation for the year
	-
	9,510
	773
	101,151
	1,390
	-
	112,824

	Depreciation on disposals      
	-
	-
	(66)
	(20,699)
	-
	-
	(20,765)

	31 December 2016
	-
	111,528
	7,366
	782,421
	11,121
	-
	912,436

	Allowance for impairment loss:
	
	
	
	
	
	
	

	1 January 2015
	-
	-
	-
	117
	-
	-
	117

	31 December 2015
	-
	-
	-
	117
	-
	-
	117

	31 December 2016
	-
	-
	-
	117
	-
	-
	117

	Net book value:
	
	
	
	
	
	
	

	31 December 2015
	54,275
	77,606
	1,874
	393,855
	3,728
	16,665
	548,003

	31 December 2016
	54,275
	93,110
	4,288
	413,786
	4,162
	131
	569,752

	Depreciation for the year 
	
	
	
	

	2015 (Baht 107 million included in manufacturing cost, and the balance in selling and administrative expenses)
	109,770

	2016 (Baht 110 million included in manufacturing cost, and the balance in selling and administrative expenses)
	112,824



As at 31 December 2015, the Company had vehicles with net book values of Baht            0.6 million (2016: Nil) which were acquired under finance lease agreements.

As at 31 December 2016, certain items of plant and equipment were fully depreciated but are still in use. The gross carrying amount before deducting accumulated depreciation of those assets amounted to approximately Baht 417 million (2015: Baht 331 million).

The Company has pledged its land and construction thereon and part of its machinery amounting to approximately Baht 107 million (2015: Baht 155 million) as collateral against bank overdrafts, short-term loans, long-term loans and credit facilities received from banks.

12.
Intangible assets


The net book value of intangible assets which are computer software as at                  31 December 2016 and 2015 is presented below.
(Unit: Thousand Baht)
	
	2016
	2015

	Cost
	7,209
	3,681

	Less: Accumulated amortisation
	(2,645)
	(2,239)

	Net book value
	4,564
	1,442



A reconciliation of the net book value of intangible assets which are computer software for the years 2016 and 2015 is presented below.

 (Unit: Thousand Baht)
	
	2016
	2015

	Net book value at beginning of year
	1,442
	1,547

	Additions
	3,528
	247

	Amortisation
	(406)
	(352)

	Net book value at end of year
	4,564
	1,442


13.
Withholding tax deducted at source


This represents the withholding tax deducted at source as at 31 December 2016 and 2015 as the following details: 

(Unit: Thousand Baht)

	Years
	2016
	2015

	2013
	-
	10,150

	2014
	-
	20,025

	2015
	17,908
	17,908

	2016
	19,051
	-

	
	36,959
	48,083



The Company regards withholding tax deducted at source as an asset since it has claimed for refund of it.  However, the net realisable value of the tax is subject to the examination of the Company’s accounts by the Revenue officials.  

In December 2016, the Company already received the documents from the Revenue Department to refund the withholding tax for the years 2013 and 2014 totalling by Baht 30.2 million.
14.
Short-term loans from banks
(Unit: Thousand Baht)

	
	Interest rate (% per annum)
	
	

	
	2016
	2015
	2016
	2015

	Short-term loans from banks
	2.15
	2.15 - 2.37
	30,000
	42,000

	Trust receipt
	0.81
	0.88 - 1.47
	25,035
	9,185

	Total
	
	
	55,035
	51,185



Bank overdrafts are secured by the mortgage of the Company's land and construction thereon, and short-term loans from banks are secured by the mortgage of the Company's land and construction thereon as well as the pledge of part of its machinery.
15.
Trade and other payables

(Unit: Thousand Baht)
	
	2016
	2015

	Trade accounts payable - a related party
	20,244
	73

	Trade accounts payable - unrelated parties
	84,857
	143,481

	Accounts payable for purchasing of machineries
	10,607
	9,048

	Accrued expenses
	40,119
	34,227

	Other payables
	11,049
	15,600

	Total trade and other payables
	166,876
	202,429


16.
Long-term loans from banks
(Unit: Thousand Baht)
	
	Interest rate
	
	

	Loan
	(% per annum)
	Repayment schedule
	2016
	2015

	1
	MLR - 2 to MLR - 1
	Monthly installment as from 
	-
	54,357

	
	
	   January 2011 to November 2020
	
	

	2
	Prime rate - 1.25 
	Monthly installment as from
	-
	56,432

	
	   
	   December 2012 to December 2019
	
	

	Total
	
	-
	110,789

	Less: Current portion due within one year
	-
	(36,990)

	Long-term loans - net of current portion
	-
	73,799



The loans are secured by the mortgage of land and construction thereon and pledge of certain machinery of the Company. The loan agreements contain covenants as specified in the agreements that among other things, require the Company to maintain debt to equity and debt service coverage ratio at according to the agreements.
During the current year, the Company made fully repayment of long-term loans.

As at 31 December 2016, the long-term credit facilities of the Company which have not yet been drawn down amounted to Baht 371.9 million (2015: Baht 296.3 million).

17.
Other current liabilities
(Unit: Thousand Baht)
	
	2016
	2015

	Advance received for molds
	9,769
	11,119

	Others
	898
	822

	Total other current liabilities
	10,667
	11,941


18.
Provision for long-term employee benefits 


Provision for long-term employee benefits as at 31 December 2016 and 2015 were as follows:

(Unit: Thousand Baht)

	
	2016
	2015

	Provision for compensation on employees’ retirement
	14,603
	9,774

	Provision for long service awards
	3,996
	4,207

	Total
	18,599
	13,981



Provision for long-term employee benefits, which represents compensation payable to employees after they retire from the Company, was as follows:

(Unit: Thousand Baht)

	
	2016
	2015

	Provision for long-term employee benefits 

   at beginning of year
	13,981
	11,871

	Included in profit or loss:
	
	

	   Current service cost 
	3,867
	2,761

	   Interest cost 
	420
	483

	  Past service costs
	(679)
	-

	Included in other comprehensive income:
	
	

	  Actuarial loss arising from
	
	

	  Demographic assumptions changes
	192
	-

	  Financial assumptions changes
	1,829
	-

	  Experience adjustments
	975
	-

	  Benefits paid during the year
	(1,986)
	(1,134)

	Provisions for long-term employee 
	
	

	   benefits at end of year
	18,599
	13,981



Line items in profit or loss under which long-term employee benefit expenses are recognised are as follows:
(Unit: Thousand Baht)

	
	2016
	2015

	Cost of sales
	2,628
	2,431

	Selling and administrative expenses
	1,659
	813

	Total expenses recognised in profit or loss
	4,287
	3,244




The Company expects to pay Baht 2.5 million of long-term employee benefits during the next year (2015: Baht 1.7 million).

As at 31 December 2016, the weighted average duration of the liabilities for long-term employee benefit is 10 years (2015: 12 years). 


Significant actuarial assumptions are summarised below:
(Unit: percent per annum)

	
	2016
	2015

	Discount rate
	3
	4

	Salary increase rate
	0 - 5
	2 - 3

	Turnover rate 
	0 - 30
	0 - 24



The result of sensitivity analysis for significant assumptions that affect the present value of the long-term employee benefit obligation as at 31 December 2016 and 2015 are summarised below: 

	(Unit: Million Baht)

	
	Increase 1%
	Decrease 1%

	
	2016
	2015
	2016
	2015

	Discount rate
	(1.3)
	(1.1)
	1.6
	1.2

	Salary increase rate
	1.4
	1.0
	(1.2)
	(0.9)

	Turnover rate
	(1.4)
	(1.2)
	0.5
	0.6


19.
Share capital


Movements in the number of ordinary shares and issued and the paid-up share capital and premium on ordinary shares are as follows:

	
	
	Number of ordinary shares
	Paid-up capital
	Premium on ordinary shares

	
	
	(Thousand Shares)
	(Thousand Baht)
	(Thousand Baht)

	Issued and paid-up share capital
	
	
	

	1 January 2015
	201,327
	201,327
	92,211

	Increase in capital from exercising
	
	
	

	   
of the rights of the warrants:                                 TPAC-W1 (Note 20)
	4,036
	4,036
	16,144

	Increase in capital from exercising
	
	
	

	
of the rights of the warrants:                  
	
	
	

	   
TPAC- ESOP (Note 20)
	3,403
	3,403
	14,294

	31 December 2015
	208,766
	208,766
	122,649

	Increase in capital from exercising
	
	
	

	   
of the rights of the warrants:                               TPAC-W1 (Note 20)
	44,718
	44,718
	178,871

	Increase in capital from exercising
	
	
	

	
of the rights of the warrants:                  
	
	
	

	   
TPAC- ESOP (Note 20)
	334
	334
	1,401

	31 December 2016
	253,818
	253,818
	302,921



On 4 April 2016 and 26 May 2016, the Company registered its paid-up share capital of Baht 28.9 million and Baht 16.1 million, respectively, with the Ministry of Commerce according to the exercise of such warrants.

20.
Warrants/Capital reserve for share-based payment transaction


Details of the warrants, which were issued by the Company, are as follows: 

20.1
TPAC-W1


On 22 May 2013, the Company allotted warrants (TPAC-W1) to the Company’s ordinary shares in an amount of 50 million units. The details are as follows:

No. of the warrants: 
50,000,000 units 
No. of warrants subscribed:
49,999,981 units
Offering price: 
Baht 0.00 per unit

Allocation of the warrants: 
The warrants shall be allotted to the Company's existing shareholders in proportion to their holding at the offering ratio of 2 existing ordinary shares to 1 unit of warrant

Term: 
3 years from the issuance date of warrants 

Expiry date: 
21 May 2016

Exercise price: 
Baht 5.00 per share 

Exercise ratio: 
1 ordinary share per 1 warrant (The exercise ratio may be changed in accordance with the specified adjustment condition)

Period of exercise: 
Twice a year, on 31 March and 30 September of each year and the last exercise date on 19 May 2016.

Movements in the number of warrants, TPAC- W1 during the current year are as follows:

	Number of warrants at the beginning of the year
	45,900,081
	Unit

	Exercise during the year
	(44,717,776)
	Unit

	Number of expired warrant
	(1,182,305)
	Unit

	Outstanding number of warrants
	-
	Unit


20.2
TPAC-ESOP


On 22 May 2013, the Company allotted warrants under Employee Stock Option Plan (TPAC-ESOP) to directors and employees of the Company in an amount of 5 million units. The details are as follows:

No. of the warrants: 
5 million units 

Offering price: 
Baht 0.00 per unit

Term: 
3 years from the issuance date of warrants 

Expiry date: 
21 May 2016

Exercise price: 
Baht 4.00 per share 

Exercise ratio: 
1 ordinary share per 1 warrant (The exercise ratio may be changed in accordance with the specified adjustment condition)

Period of exercise: 
Twice a year, on 31 March and 30 September of each year and the last exercise date on 19 May 2016.

Restriction of exercise:
Warrants shall be exercised within 12 months from the date of issuance and offering and not more than 25% of the total warrants allotted.


Warrants shall be exercised after 12 months from the date of issuance and offering and entitled to an addition of not more than 25% of the number of warrants allotted.


Warrants shall be exercised after 24 months from the date of issuance and offering and entitled to the rest of the warrants allocated.


In case the holders of the warrants do not exercise warrants during the period of exercise or do not exercise all warrants to which they are eligible, the right to exercise warrants can be carried forward to the next period of exercise until the maturity date. 


The estimated fair value of each share option granted is Baht 1.2. This was calculated using the Black-Scholes-Merton Model. The model inputs were the share price at price determination date of Baht 5.1027, exercise price of Baht 4.00, expected volatility of 31.69%, expected dividend yield of 5.06%, life of share options of 3 years, average life of share options of 1.61 years, and a risk-free interest rate of 2.63%. 


During the year ended 31 December 2015, the Company recorded expenses of the TPAC- ESOP amounting to Baht 1.0 million (2016: Nil) as personnel expenses.


As at 31 December 2015, the Company has capital reserve for share-based payment transactions was Baht 0.4 million (2016: Nil)

Movements in the number of warrants, TPAC- ESOP during the current year are as follows:

	Number of warrants at the beginning of the year
	333,500
	Unit

	Exercise during the year
	(333,500)
	Unit

	Outstanding number of warrants
	-
	Unit


 21.
Statutory reserve


Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5% of its net profit after deducting accumulated deficit brought forward (if any), until the reserve reaches 10% of the registered capital. The statutory reserve is not available for dividend distribution. At present, the statutory reserve has fully been set aside.
22.
Expenses by nature


Significant expenses classified by nature are as follow:

(Unit: Thousand Baht)
	
	2016
	2015

	Salaries, wages and other employee benefits
	217,814
	275,107

	Depreciation and amortisation
	113,230
	110,122

	Raw materials and consumables used
	811,706
	862,662

	Changes in inventories of finished goods 
	(9,658)
	361


23.
Income tax expenses

Income tax expenses for the years ended 31 December 2016 and 2015 are made up as follows:  
(Unit: Thousand Baht)
	
	2016
	2015

	Current income tax:
	
	

	Corporate income tax for the year
	21,732
	26,856

	Deferred tax:
	
	

	Relating to origination and reversal of temporary differences  
	(327)
	(179)

	Income tax expense reported in the statement of comprehensive income
	21,405
	26,677


The amounts of income tax relating to each component of other comprehensive income for the years ended 31 December 2016 and 2015 are as follows:

(Unit: Thousand Baht)
	
	2016
	2015

	Deferred tax relating to actuarial loss for post-employment benefits plan
	599
	-


The reconciliation between accounting profit and income tax expense is shown below.

 (Unit: Thousand Baht)
	
	2016
	2015

	Accounting profit before tax
	126,338
	130,914

	
	
	

	Applicable tax rate
	20%
	20%

	Accounting profit before tax multiplied by income tax rate
	25,268
	26,183

	Effects of:
	
	

	Non-deductible expenses
	127
	698

	Additional expense deductions allowed
	(4,176)
	(391)

	Others
	186
	187

	Total
	(3,863)
	494

	Income tax expenses reported in the statement of comprehensive income 
	21,405
	26,677



The components of deferred tax assets and deferred tax liability as at 31 December 2016 and 2015 are as follows:

(Unit: Thousand Baht)
	
	2016
	2015

	Deferred tax assets
	
	

	Allowance for diminution in value of inventories
	86
	57

	Allowance for impairment of assets
	23
	23

	Provision for long-term employee benefits
	3,720
	2,604

	Total
	3,829
	2,684


(Unit: Thousand Baht)
	
	2016
	2015

	Deferred tax liability
	
	

	Accumulated depreciation - equipment
	27
	-

	Total
	27
	-


24.
Promotional privileges

The Company has received promotional privileges from the Board of Investment for the manufacture of plastic consumer packaging, pursuant to the investment promotion certificate No. 59-1321-1-03-1-0 issued on 17 October 2016 and No. 59-1322-1-03-1-0 issued on 17 October 2016. Subject to certain imposed conditions, the privileges include an exemption from corporate income tax for a period of 8 years from the date the promoted operations begin generating revenues.

During the year 2016, the Company had not yet generated revenues from operations in respect of these two certificates.

25.
Earnings per share

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

Diluted earnings per share is calculated by dividing profit for the year of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the year plus the weighted average number of ordinary shares which would need to be issued to convert all dilutive potential ordinary shares into ordinary shares. The calculation assumes that the conversion took place either at the beginning of the year or on the date the potential ordinary shares were issued.

The following table sets forth the computation of basic and diluted earnings per share:
	
	
	Weighted average
	

	
	Profit for the year
	number of ordinary shares
	Earnings per share

	
	2016
	2015
	2016
	2015
	2016
	2015

	
	(Thousand Baht)
	(Thousand Baht)
	(Thousand shares)
	(Thousand shares)
	(Baht)
	(Baht)

	Basic earnings per share
	
	
	
	
	
	

	Profit for the year
	104,933
	104,237
	240,939
	205,634
	0.44
	0.51

	Effect of dilutive potential
	
	
	
	
	
	

	   ordinary shares
	
	
	
	
	
	

	TPAC- ESOP
	-
	-
	43
	1,195
	
	

	TPAC-W1
	-
	-
	5,176
	16,560
	
	

	Diluted earnings per share
	
	
	
	
	
	

	Profit of ordinary
	
	
	
	
	
	

	   shareholders assuming
	
	
	
	
	
	

	   the conversion of dilutive 
	
	
	
	
	
	

	   potential ordinary shares
	104,933
	104,237
	246,158
	223,389
	0.43
	0.47


26.
Segment information


Operating segment information is reported in a manner consistent with the internal reports that are regularly reviewed by the chief operating decision maker in order to make decisions about the allocation of resources to the segment and assess its performance. 

The Company is principally engaged in the manufacturing and distribution of plastic packaging. Its operations are carried on only in Thailand. Segment performance is measured based on operating profit or loss, on a basis consistent with that used to measure operating profit or loss in the financial statements. As a result, all of the revenues, operating profits and assets as reflected in these financial statements pertain exclusively to the aforementioned reportable operating segment and geographical area.


Major customers


For the year 2016, the Company has revenue from three major customers in amount of Baht 313 million, Baht 226 million and Baht 200 million, respectively (2015: Baht 285 million, Baht 226 million and Baht 199 million, derived from three major customers respectively).
27.
Provident fund


The Company and its employees have jointly established a provident fund in accordance with the Provident Fund Act. B.E. 2530. Both employees and the Company contributed to the fund monthly at the rate of 5% of basic salary. The fund, which is managed by Bank of Ayudhaya Public Company Limited, will be paid to employees upon termination in accordance with the fund rules. During the year 2016, the Company contributed by Baht 5 million (2015: Baht 5 million) to the fund.

28.
Dividends

	
	
	Total
	Dividend

	Dividends
	Approved by
	dividends
	per share

	
	
	(Thousand Baht)
	(Baht)

	Final dividends for 2014
	Annual General Meeting of the
	
	

	
	
shareholders on 27 April 2015
	61,809
	0.30

	Total for 2015
	
	61,809
	0.30

	Interim dividends for 2016
	Board of Directors’ Meeting
	
	

	
	
on 10 August 2016
	25,381
	0.10

	Final dividends for 2015
	Annual General Meeting of the
	
	

	
	
Shareholders on 21 April 2016
	59,418
	0.25

	Total for 2016
	
	84,799
	0.35


29.
Commitments and contingent liabilities

29.1
Capital commitments


As at 31 December 2016, the Company had capital commitments totaling approximately Baht 1.0 million, USD 0.3 million, JPY 26 million and CHF 0.3 million (2015: Baht 8.3 million, USD 0.3 million), relating to construction of plant, acquisition of molds and machinery.

29.2
Service commitment


As at 31 December 2015, the Company had the consultant agreement and professional service of Baht 4 million (2016: Nil). 
29.3
Guarantees


As at 31 December 2016 and 2015, there were outstanding bank guarantees to guarantee electricity use of Baht 13 million issued by banks on behalf of the Company.

29.4
Operating lease and other service commitments

The Company has entered into several agreements in respect of leases of land and other services. The term of the agreements are generally between 1 year and 5 years. 

Future minimum rentals and serviced charge payables under these agreements are as follows:

(Unit: Million Baht)
	
	31 December 2016
	31 December 2015

	Payable within:
	
	

	
1 year
	3
	3

	
2 to 5 years
	1
	3


29.5  Letter of credit


As at 31 December 2016, the Company had unused letters of credit facility amounting to Baht 106 million (2015: Baht 80 million).
30.
Fair value hierarchy

As at 31 December 2016, the Company had the liabilities that were disclosed at fair value using different levels of inputs (2015: Nil) as follows:

	(Unit: Million Baht)

	
	2016

	
	Level 1
	Level 2
	Level 3
	Total

	Liabilities for which fair value are disclosed
	
	
	

	Derivatives  
	
	
	
	

	Foreign currency forward contracts 
	-
	0.6
	-
	0.6


31.
Financial instruments

31.1
Financial risk management

The Company’s financial instruments, as defined under Thai Accounting Standard   No.107 “Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalents, trade and other receivables, short-term loans from banks, trade and other payables, financial lease payable, and long-term loans from banks. The financial risks associated with these financial instruments and how they are managed is described below.


Credit risk


The Company is exposed to credit risk primarily with respect to trade and other receivables. The Company manages the risk by adopting appropriate credit control policies and procedures and therefore does not expect to incur material financial losses. In addition, the Company does not have high concentrations of credit risk since it has a large customer base. The maximum exposure to credit risk is limited to the carrying amounts of trade and other receivables as stated in the statement of financial position.

Interest rate risk


The Company’s exposure to interest rate risk relates primarily to its cash at banks, short-term loans and long-term loans from banks. Most of the Company’s financial assets and liabilities bear floating interest rates or fixed interest rates which are close to the market rate. 


As at 31 December 2016 and 2015, significant financial assets and liabilities classified by type of interest rate are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date, or the repricing date if this occurs before the maturity date. 
(Unit: Million Baht)

	
	As at 31 December 2016

	
	Fixed interest rates
	
	
	
	

	
	Within
	1-5
	Over
	Floating
	Non-interest
	
	Effective

	
	1 year
	years
	5 years
	interest rate
	bearing
	Total
	interest rate

	
	
	(% per annum)

	Financial assets
	
	
	
	
	
	
	

	Cash and cash equivalents
	-
	-
	-
	3
	3
	6
	0.38 - 0.75

	Trade and other receivables
	-
	-
	-
	-
	393
	393
	-

	
	-
	-
	-
	3
	396
	399
	

	Financial liabilities
	
	
	
	
	
	
	

	Short-term loans from banks
	55
	-
	-
	-
	-
	55
	0.81 - 2.15

	Trade and other payables
	-
	-
	-
	-
	167
	167
	-

	
	55
	-
	-
	-
	167
	222
	


 (Unit: Million Baht)

	
	As at 31 December 2015

	
	Fixed interest rates
	
	
	
	

	
	Within
	1-5
	Over
	Floating
	Non-interest
	
	Effective

	
	1 year
	years
	5 years
	interest rate
	bearing
	Total
	interest rate

	
	
	(% per annum)

	Financial assets
	
	
	
	
	
	
	

	Cash and cash equivalents
	-
	-
	-
	-
	4
	4
	0.38 - 0.75

	Trade and other receivables
	-
	-
	-
	-
	357
	357
	-

	
	-
	-
	-
	-
	361
	361
	

	Financial liabilities
	
	
	
	
	
	
	

	Short-term loans from banks
	51
	-
	-
	-
	-
	51
	0.88 - 2.37

	Trade and other payables
	-
	-
	-
	-
	202
	202
	-

	Financial lease payable
	1
	-
	-
	-
	-
	1
	2.55 - 2.65

	Long-term loans from banks
	-
	-
	-
	111
	-
	111
	4.75 - 5.75

	
	52
	-
	-
	111
	202
	365
	



Foreign currency risk


The Company’s exposure to foreign currency risk arises mainly from trading transactions and equipment transactions that are denominated in foreign currencies. The Company seek to reduce this risk by entering into forward exchange contracts when it considers appropriate. Generally, the forward contracts mature within one year.

As at 31 December 2016 and 2015, the balances of financial assets and liabilities denominated in foreign currencies are summarised below. 
	
	Financial assets
	Financial liabilities
	Average exchange rate

	Foreign currency
	as at 31 December
	as at 31 December
	as at 31 December

	
	2016
	2015
	2016
	2015
	2016
	2015

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

	US Dollar
	648
	675
	9
	102
	35.8037
	36.0886

	Singapore Dollar
	1
	1
	22
	6
	24.8010
	25.5195

	Japanese Yen
	-
	-
	27,900
	18,360
	0.3080
	0.2996

	Swiss Franc
	-
	-
	461
	-
	35.1571
	-



As at 30 December 2016, foreign exchange contracts outstanding are summarised below (2015: Nil).

	Foreign currency
	Bought amount
	                                                        Contractual exchange rate
	                                         Contractual maturity date

	
	(Thousand)
	(Baht per 1 foreign currency unit)
	

	US Dollar
	286
	34.79 - 35.13
	3 February 2017 - 17 April 2017

	Japanese Yen
	37,225
	0.32 - 0.33
	24 May 2017 - 14 June 2017

	Swiss Franc
	561
	35.48 - 36.00
	22 May 2017 - 14 June 2017


31.2
Fair values of financial instruments

Since the majority of the Company’s financial instruments are short-term in nature or carrying interest at rates close to the market interest rates, their fair value is not expected to be materially different from the amounts presented in statement of financial position except derivatives. 
The estimated fair value of the derivatives is as follows: 

	
	(Unit: Million Baht)

	
	As at                                      31 December 2016

	
	Fair value

	
	Loss

	Derivatives
	

	Forward exchange contracts
	(0.6)


The methods and assumptions used by the Company in estimating the fair value of financial instruments are as follows:

-
For derivatives, their fair value 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, interest rate yield curves and commodity price yield curves. The Company had considered to counterparty credit risk when determining the fair value of derivatives

During the current year, there were no transfers within the fair value hierarchy. 
32.
Capital management

The primary objective of the Company’s capital management is to ensure that it has appropriate capital structure in order to support its business and maximise shareholder value. As at 31 December 2016, the Company's debt-to-equity ratio was 0.25:1 (2015: 0.51:1). 
33.    Events after the reporting period

On 27 February 2017, the meeting of the Company’s Board of Directors passed a resolution to propose to the annual general meeting of the Company's shareholders to adopt a resolution to pay a dividend from operating results of the year 2016 of Baht 0.11 per share, totaling Baht 27.9 million, in respect of the 2016 earnings. The dividend will be paid and recorded after it is approved by the annual general meeting of the Company's shareholders.

34.
Reclassification


Certain accounts in the statement of financial position as at 31 December 2015 have been reclassified to confirm to the current year’s classification with no effect to previously reported profit or shareholders' equity. The reclassifications are as follows:

(Unit: Thousand Baht)

	
	As at 31 December 2015
	As at 1 January 2015

	
	As reclassified
	As previously reported
	As reclassified
	As previously reported

	Current assets
	
	
	
	

	Other current assets
	2,209
	50,292
	4,256
	34,431

	Non-current assets
	
	
	
	

	Withholding tax deducted at source
	48,083
	-
	30,175
	-


35.
Approval of financial statements


These financial statements were authorised for issue by the Company’s Board of Directors on 27 February 2017.
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