ASIAN PHYTOCEUTICALS PUBLIC COMPANY LIMITED

NOTES TO INTERIM THE FINANCIAL STATEMENTS 
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2015 (UNAUDITED)  
ASIAN PHYTOCEUTICALS PUBLIC COMPANY LIMITED

NOTES TO INTERIM THE FINANCIAL STATEMENTS (CONTINUED)

FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2015 (UNAUDITED)

1. GENERAL INFORMATION
Asian Phytoceuticals Public Company Limited (“the Company”) is a public company limited on 12 July 2005. The Company is engaged in business of research and development, manufacturing and distribution of its products for health and natural beauty. The Company is located at 84/3 Moo 4 Highway No.11 Road, Banklang, Muang Lamphun, Lamphun.

The Company was listed on the Stock Exchange of Thailand on 4 November 2011 and the Company’s stocks were traded on the MAI (Market for Alternative Investment).
2. BASIS FOR INTERIM FINANCIAL STATEMENTS PREPARATION

The interim financial statements are prepared on a condensed basis in accordance with Thai Accounting Standard (TAS) No. 34 (revised 2014) Interim Financial Reporting; guidelines promulgated by the Federation of Accounting Professions (FAP); and applicable rules and regulations of the Thai Securities and Exchange Commission.

The interim financial statements are prepared to provide an update on the financial statements for the year ended 31 December 2014. They do not include all of the financial information required for full annual financial statements but focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements for the year ended 31 December 2014.
The preparation of interim financial statements in conformity with Thai Financial Reporting Standards requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
For the convenience of the user, an English translation of the financial statements has been prepared from the financial statements that are issued in the Thai language.
3. 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 financial statements of the Company. 
However, some of these standards involve changes to key principles, as follows:

	Accounting Standard:

	TAS 19 (revised 2014) 
	Employee Benefits

	Financial Reporting Standards:

	TFRS 10
	Consolidated Financial Statements

	TFRS 11
	Joint Arrangements

	TFRS 12
	Disclosure of Interests in Other Entities

	TFRS 13 
	Fair Value Measurement



The above accounting standard and financial reporting standards do not have any significant impact on the financial statements of the Company.

4. 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.
5. TRANSACTIONS WITH RELATED PARTIES
5.1 Relationship and pricing policies
	
	Relationship

	Associate
	

	Th17 (Thailand) Co., Ltd.
	Shareholding by the Company

	Related companies
	

	Samaphan Health Co., Ltd. 
	Common shareholders and directorship

	Samaphan International Co., Ltd. 
	Common shareholders and directorship

	Arun Pitaya Co., Ltd.
	Common shareholders and directorship

	K&N Organic Herb Limited Partnership
	Partner of the partnership is a shareholder 

	APCODM Pte. Ltd. “APCODM”
	A major shareholder of APCODM borrowed the loan from Asian Phytoceuticals Public Company Limited,“APCO”, which was guaranteed by the director of APCO.

	Related persons
	Director and shareholder

	Pricing policies for subsidiaries, related parties are as follows:

	
	Pricing policy

	Sales
	At price which had been agreed upon that excess cost value.

	Other income
	At price which had been agreed upon that excess cost value.

	Purchase
	At price which had been agreed upon.

	Service fee of utilization from products’ research and development
	At contract price which had been agreed upon.

	Rental expense
	At contract price which had been agreed upon.


5.2 Balances of transactions with related parties 
Significant balances with related parties as at 30 June 2015 and 31 December 2014 are as follows:

	
	In Baht

	
	Financial statements in which equity  method is applied and Separate financial statements

	
	30 June 2015
	31 December 2014 

	Trade accounts receivable
	
	

	  Associate
	244,833
	191,290

	Related companies
	4,478,376
	400,647

	Total
	4,723,209
	591,937

	Short-term loan 
	
	

	  Related person
	5,000,000
	-

	Accrued interest income
	
	

	  Related person
	22,144
	-

	Trade accounts payable
	
	

	   Related companies
	30,749
	-

	
	In Baht

	
	Financial statements in which equity  method is applied and Separate financial statements

	
	30 June 2015
	31 December 2014 

	Other payables
	
	

	  Associate
	-
	194,843

	Related companies
	788,077
	1,728,717

	Total
	788,077
	1,923,560


5.3 Revenues and expenses with related parties
Significant transactions with related parties for the three-month and six-month periods ended 30 June 2015 and 2014 are as follows:

	
	In Baht

	
	Financial statements in which equity

	
	method is applied and Separate financial statements

	
	For the three-month
	For the six-month

	
	2015
	2014
	2015
	2014

	Sales
	
	
	
	

	   Associate                                                                
	320,167
	492,952
	887,875
	1,448,520

	Related companies
	592,964
	1,075,621
	10,209,039
	1,160,467

	Related person
	816,007
	-
	850,100
	-

	Total
	1,729,138
	1,568,573
	11,947,014
	2,608,987

	Other income
	
	
	
	

	Related companies
	1,000
	1,536
	2,741
	4,016

	Interest income
	
	
	
	

	Related person
	33,034
	-
	52,637
	-

	Purchase
	
	
	
	

	Related companies
	53,338
	226,325
	168,048
	448,375

	Service fee of utilization from products’    

   research and development
	
	
	
	

	Related companies
	2,240,867
	2,847,067
	4,905,260
	5,163,592

	Rental expense
	
	
	
	

	Related companies
	105,000
	105,000
	210,000
	210,000

	Related persons
	39,000
	39,000
	78,000
	78,000

	Total
	144,000
	144,000
	288,000
	288,000


DIRECTORS AND MANAGEMENT’S BENEFITS
The Company had employee benefit expenses of its directors and management for the three-month and six-month periods ended 30 June 2015 and 2014, as below
	
	In Baht

	
	Financial statements in which equity

	
	method is applied and Separate financial statements

	
	For the three-month
	For the six-month

	
	2015
	2014
	2015
	2014

	Short-term employee benefits
	4,112,082
	4,100,951
	7,730,896
	7,780,186

	Post-employment benefits
	172,403
	162,465
	344,806
	324,930

	          Total
	4,284,485
	4,263,416
	8,075,702
	8,105,116


6. CASH AND CASH EQUIVALENTS  
	
	In Baht

	
	Financial statements in which     equity method is applied and   Separate financial statements

	
	30 June 2015
	31 December 2014

	Cash on hand
	1,806,487
	309,740

	Regular checking accounts
	12,781,052
	12,064,860

	Saving accounts
	89,343,955
	152,647,430

	Bill of exchanges, maturity 3 months
	44,900,000
	211,900,000

	          Total
	148,831,494
	376,922,030


As at 30 June 2015, the weighted average effective interest rates of deposits at financial institutions were 0.125 % to 2.0 % per annum (31 December 2014: 0.375% to 2.70% per annum).
7. SHORT - TERM  INVESTMENTS
As at 30 June 2015, the Company has 6 months bill of exchange amounting to Baht 170 million, which bears interest at the rate of  2.1% per annum.
8. TRADE AND OTHER RECEIVABLES
	
	In Baht

	
	Financial statements in which        equity method is applied and      Separate financial statements

	
	30 June 2015
	31 December 2014

	Trade accounts receivable - related parties (Note 5.2)
	4,723,209
	591,937

	Trade accounts receivable - other companies
	9,957,950
	12,119,364

	Total trade accounts receivable
	14,681,159
	12,711,301

	Advances for inventories
	1,597,111
	1,927,980

	Total
	16,278,270
	14,639,281


   Aging of trade accounts receivable as at 30 June 2015 and 31 December 2014 are as follows:

	
	In Baht

	
	Financial statements in which        equity method is applied and      Separate financial statements

	
	30 June 2015
	31 December 2014

	Trade accounts receivable - related parties
	
	

	     Within credit terms
	4,693,249
	590,610

	      Overdue:
	
	

	            Less than 3 months
	29,960
	1,327

	    Total
	4,723,209
	591,937

	Trade accounts receivable - other companies 
	
	

	     Within credit terms
	6,154,421
	9,072,065

	      Overdue:
	
	

	            Less than 3 months
	3,752,314
	2,979,907

	            3 - 6 months
	35,800
	9,975

	         6 - 9 months
	15,415
	9,313

	         9 - 12 months
	-
	18,257

	         Over 12 months
	-
	29,847

	    Total
	9,957,950
	12,119,364


9. SHORT-TERM LOAN TO A RELATED PERSON
As at 30 June 2015, the Company has short-term loan to a related person, who is a director and shareholder of a major customer of the Company, amounting to Baht 5 million for build Platform Digital Marketing. The maturity date will be on 4 August 2015, which bears interest rate at the rate of 2.65% per annum and agrees to pay the interest every month. Such loan is guaranteed by a director of Asian Phytoceuticals Public Company Limited.
10. INVENTORIES 
	
	In Baht

	
	Financial statements in which equity  method is applied and 

Separate financial statements

	
	At cost
	Allowance for obsolescence of inventories
	Inventories-net

	
	30 June     2015
	31 December        2014
	30 June     2015
	31 December    2014
	30 June     2015
	31 December    2014

	Finished goods                       
	11,450,511
	14,229,043
	(457,150)
	(475,467)
	10,993,361
	13,753,576

	Work in process
	3,237,662
	140,000
	-
	-
	3,237,662
	140,000

	Transform raw 

    Material
	11,839,404
	7,773,836
	(140,129)
	(112,790)
	11,699,275
	7,661,046

	Raw material
	19,864,439
	23,521,888
	(533,462)
	(839,817)
	19,330,977
	22,682,071

	Packaging and supplies 
	8,619,103
	8,672,239
	(785,049)
	(635,852)
	7,834,054
	8,036,387

	Total
	55,011,119
	54,337,006
	(1,915,790)
	(2,063,926)
	53,095,329
	52,273,080


11. INVESTMENT IN ASSOCIATE

	
	Paid-up Capital     (In Baht)
	
	In Baht

	
	
	Holdings 
	At equity method
	At Cost

	Name
	
	(%)
	30 June     2015
	31 December    2014
	30 June     2015
	31 December    2014

	Th17 (Thailand) Co., Ltd.
	2,500,000
	49
	654,856
	795,482
	1,225,000
	1,225,000


Th17 (Thailand) Co., Ltd. operates as a distributor for products of Asian Phytoceuticals Public Company Limited with emphasis on cancer prevention and control (CPC).

Share of loss from investment in associate

The Company recognized its share of loss from investment in the associate in the financial statements in which equity method is applied, for the three-month and six-month periods ended 30 June 2015 and 2014, as follows:
	
	
	In Baht

	
	For the three-month
	For the six-month

	Name
	2015
	2014
	2015
	2014

	Th17 (Thailand) Co., Ltd.
	
	53,740
	14,004
	140,626
	23,532


Summary financial information of associate 

	
	In Baht

	
	
	
	
	Total revenues
	Profit (loss)

	Name
	Paid-up share
	Total assets as at           
	Total liabilities as at
	for the six-month 
	for the six-month 

	
	capital as at
	
	
	period ended 30 June
	period ended 30 June

	
	30 June      2015
	31 December  2014
	30 June      2015
	31 December  2014
	30 June      2015
	31 December 2014
	             2015
	              2014
	         2015
	             2014

	Th17 (Thailand)
 Co., Ltd.
	2,500,000
	2,500,000
	1,805,394
	1,908,746
	380,100
	230,000
	1,486,993
	2,224,179
	(253,452)
	(53,483)


12. PROPERTY, PLANT AND EQUIPMENT  AND INTANGIBLE ASSETS
	
	In Baht

	
	Financial statements in which equity method is applied and Separate financial statements

	
	Property, plant and equipment  
	                Intangible assets        

	For the six-month period ended 30 June 2015
	
	

	Net book value, beginning of period
	105,743,406
	1,342,910

	Acquisition of assets
	52,847,545
	88,500

	Disposals
	(269,802)
	                    -

	Depreciation / Amortization
	(6,784,690)
	(96,841)

	Net book value, end of period
	151,536,459
	1,334,569


13. TRADE AND OTHER PAYABLES
	
	In Baht

	
	Financial statements in which equity method is applied and Separate financial statements

	
	30 June 2015
	31 December 2014

	 Trade accounts payable - related parties (Note 5.2)
	30,749
	-

	 Trade accounts payable - other companies
	1,387,209
	1,386,733

	Total trade accounts payable
	1,417,958
	1,386,733

	 Other  payables - related parties (Note 5.2)
	788,077
	1,923,560

	 Payable from acquisition of assets
	956,237
	2,185,250

	 Accrued expenses
	18,222,078
	20,522,716

	 Unearned revenue
	1,898,800
	491,643

	 Others
	1,563,359
	1,267,418

	Total
	24,846,509
	27,777,320


14. EMPLOYEE BENEFIT OBLIGATIONS

Movement of provision for long-term employee benefit obligations during the six-month period ended 30 June 2015 is summarised as below.
	
	In Baht

	
	Financial statements in which 
equity method is applied and 
Separate financial statements

	
	

	Defined benefit obligations at 1 January 2015
	7,368,809

	Service costs

	305,863

	Interest on obligation
	187,973

	Defined benefit obligations at 30 June 2015
	7,862,645


15. SHARE CAPITAL AND DIVIDENDS PAID
SHARE CAPITAL
	
	Registered
	  Issued and paid-up
	Premium on share capital

	
	Ordinary
	Amount
	Ordinary 
	Amount
	Amount

	
	Shares
	In Baht
	Shares
	In Baht
	In Baht

	As at 1 January 2015 (Par value of Baht 1 each)
	300,000,000
	300,000,000
	271,999,982
	271,999,982
	82,862,640

	The devaluation par value from Baht 1 per share to Baht 0.10 per share
	3,000,000,000
	300,000,000
	2,719,999,820
	271,999,982
	-

	Increase in share capital
	-
	-
	25,374,825
	2,537,483
	65,575,229

	As at 30 June 2015 (Par value of Baht 0.10 each)
	3,000,000,000
	300,000,000
	2,745,374,645
	274,537,465
	148,437,869

	
	
	
	
	
	

	As at 1 January 2014 (Par value of Baht 1 each)
	200,000,000
	200,000,000
	200,000,000
	200,000,000
	82,862,640

	Increase in authorized share capital
	100,000,000
	100,000,000
	-
	-
	-

	     Increase in share capital
	-
	-
	32,000,000
	32,000,000
	-

	     Stock dividend
	-
	-
	39,999,982
	39,999,982
	-

	As at 30 June 2014 (Par value of Baht 1 each)
	300,000,000
	300,000,000
	271,999,982
	271,999,982
	82,862,640


DIVIDENDS
	

	In Baht

	
	Financial statements in which

	
	equity method is applied and                                Separate financial statements

	
	
	Dividend paid

	
	Approved by
	Stock   dividend
	Cash dividend   paid
	Total 
	Dividend  per share

	Dividend for year 2014
	Annual General Meeting of the
	
	
	
	

	
	shareholders on 26 March 2015
	-
	115,599,992
	115,599,992
	0.0425

	Dividend for year 2013
	Annual General Meeting of the
	
	
	
	

	
	shareholders on 31 March 2014
	39,999,982
	40,000,018
	80,000,000
	0.40


On 26 March 2015, the Company’s Annual General Meeting of the shareholders passed the following  resolutions: 
-   To approve  the devalue of par value from Baht 1 per share to Baht 0.10 per share (from 300,000,000 ordinary shares with Baht 1 par value to 3,000,000,000 ordinary shares with par value of Baht 0.10 each). The Company registered the change of devaluation of par value with the Ministry of Commerce on 30 March 2015. 
· To approve the payment of dividend to its shareholders of 2,719,999,820 shares at the rate of Baht 0.0425 per share, totalling of Baht 115.6 million, from the profit for year 2014 and retained earnings. The dividend have been paid on 23 April 2015.
-   To approve the allotment of not more than 280,000,180 newly issued ordinary shares at a par value of Baht 0.10 per share for public offering to the Company's patrons due to the changing of per value from  Baht 1 per share to Baht 0.10 per share. 
During 24 April 2015 to 30 April 2015, the Company made a public offering of the 25,374,825 additional shares at Baht 2.7714 per share (the price of Baht 2.91 per share was included the additional  premium shares of 5% of total subscription amount. The net price per share that investors paid for the shares is equal to Baht 2.7714), total consideration is amounting to Baht 70.3  million and received the consideration of increased share capital on 18 May 2015. All direct expenses related to the share offering amounting to Baht 2.2 million (net of income tax of Baht 0.6 million),  are presented as a deduction from the share premium. The Company registered the increase of  paid-up share capital with the Ministry of Commerce on 20 May 2015.

As at 30 June 2015, the Company has the registered share capital amounting to Baht 300 million, (divided into 3,000,000,000 ordinary shares of Baht 0.10 each) and the Company has the paid-up capital amounting to Baht 275 million, (divided into 2,745,374,645 ordinary shares of Baht 0.10 each).

As at 31 December 2014, the Company has the registered share capital amounting to Baht 300 million, (divided into 300,000,000 ordinary shares of Baht 1 each) and the Company has the paid-up capital amounting to Baht 272 million, (divided into 271,999,982 ordinary shares of Baht 1 each).
16. INCOME TAX
Income tax expenses for the three-month and six-month periods ended 30 June 2015 and 2014 are as follows:

	
	In Baht

	
	Financial statements in which equity

	
	method is applied and Separate financial statements

	
	For the three-month
	For the six-month

	

	2015
	2014
	2015
	2014

	Current income tax
	
	
	
	

	Corporate income tax charge
	3,912,613
	9,696,456
	9,662,345
	16,875,719

	Deferred tax
	
	
	
	

	  Relating to origination and reversal of 
     temporary differences
	(26,862)
	(8,254)
	(62,660)
	(25,923)

	Effects of income tax related to the share
    offering (Note 15)
	552,951
	-
	552,951
	-

	Income tax expense reported in the statement of comprehensive income
	4,438,702
	9,688,202
	10,152,636
	16,849,796



Deferred tax assets is presented in the statements of financial position as follows:

	
	In Baht

	
	Financial statements in which equity method is applied and Separate financial statements

	

	30 June 2015
	31 December 2014

	Deferred tax assets
	
	

	   Allowance for obsolescence of inventories
	383,158
	412,785

	   Employee benefit obligations
	1,572,529
	1,473,762

	   Provisions 
	29,080
	35,560

	       Total
	1,984,767
	1,922,107


17. Basic earnings per share 
Basic earnings per share are calculated by dividing the profit of the period attributable to shareholders by the weighted average number of ordinary shares during the period. The numbers of ordinary shares are adjusted by the devaluation of par value as mentioned in Note 15 as if the change in number of ordinary shares are incurred at the beginning.

18. 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 operates business of manufacturing and distribution of dietary supplement from herb.  The management has considered this operation to be supported to each other. The Company operates in one geographical area in Thailand. Therefore revenue from operation and all assets in the financial statement involve in one business and geographical. For the three-month and six-month periods ended 30 June 2015, export revenue were 1.4% and 5.9% (2014: 0.6% and 0.4%) of total sales revenues.
19. COMMITMENTS AND CONTINGENT LIABILITIES

19.1 Operating lease commitments and service agreements
As at 30 June 2015, the Company has commitment on rental and service agreements are as follows:
	
	In Million Baht

	Within 1 year
	16.2

	Over 1-3 years
	18.6

	Total
	34.8


19.2 Capital commitments
As at 30 June 2015, the Company has capital commitment amounting to Baht 1.1 million.
19.3 Contingent liabilities

The Company has contingent liabilities for letters of guarantee issued by banks to government and private agency amounting to Baht 0.4 million, which are pledged by fixed deposits of the Company. 
20. APPROVAL OF INTERIM FINANCIAL STATEMENTS

These interim financial statements have been approved by the Company’s Board of Directors on       6 August 2015.
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