Star Petroleum Refining Public Company Limited

Condensed Notes to the Interim Financial Information (Unaudited)
For the Interim period ended 31 March 2017

1
General information 
Star Petroleum Refining Public Company Limited (“the Company”) is a public limited company which is listed on the Stock Exchange of Thailand and is incorporated and domiciled in Thailand. The address of the Company’s registered office is as follows:

No.1, I-3B Road, Tambol Map Ta Phut (Subdistrict), Amphur Muang Rayong (District), Rayong Province 21150.
The Company was registered on 20 November 1992 to engage in the construction and operation of a petroleum refinery in the Rayong Province of Thailand. On 7 June 2012, the Company registered as a public company with the Department of Business Development, Ministry of Commerce and has changed its name to Star Petroleum Refining Public Company Limited then onward.

The Company was listed on the Stock Exchange of Thailand on 8 December 2015.
The interim financial information was authorised for issue by the Board of Directors on 4 May 2017.
The interim financial information has been reviewed, not audited.
2
Accounting policies

2.1 
Basis of preparation
The interim financial information has been prepared in accordance with Thai Accounting Standard 34 Interim Financial Reporting. The primary financial information, which is statement of financial position, statement of comprehensive income, statement of changes in equity and cash flows is presented in a format consistent with the annual financial statements complying with Thai Accounting Standard 1 Presentation of Financial Statements. The notes to the financial information are prepared in a condensed format. Additional notes are presented as required by the Securities and Exchange Commission under the Securities and Exchange Act.
This interim financial information should be read in conjunction with the financial statements for the year ended 31 December 2016.

An English version of the interim financial information has been prepared from the interim financial information that is in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language interim financial information shall prevail.
The accounting policies used in the preparation of the interim financial information are consistent with those used in the annual financial statements for the year ended 31 December 2016.
Costs that are incurred unevenly during the financial year are presented or deferred in the interim report only if it would also be appropriate to present or defer such costs at the end of the financial year.
Taxes on income in the interim periods are accrued using the tax rate that would be applicable to expected total annual profit or loss.

2.2
Revised accounting standards, revised financial reporting standards, and related interpretations (collectively called financial reporting standards)

The Company has applied the revised financial reporting standards effective on 1 January 2017 which are relevant to the Company. The application has no material impact to the Company.
3
Segment information
The Company produces petroleum products in Thailand for both domestic and export markets, utilising the same assets. The Company has one reportable segment which is the refinery. The chief operating decision maker (the Chief Financial Officer) reviews the internal management report which reported the performance of the Company as a whole in order to assess performance and allocate resources. The chief operating decision maker assesses the performance of the reportable segment based on a measure of revenue, cost of goods sold, gross margin and earnings before interest income and expense, tax, depreciation and amortisation which are the same information as these financial statements.

The Company derived 54% of its revenue (2016: 55%) from sales to its related parties. Refer to note 11 for the amount of revenue from each related party.

4
Trade and other receivables
	
	Unit: US Dollar
	Unit: Baht

	
	31 March
	31 December
	31 March
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Trade receivables
	
	
	
	

	   - related parties
	124,225,982
	158,876,662
	4,299,639,483
	5,710,702,570

	   - third parties
	155,702,064
	157,976,139
	5,387,325,749
	5,680,722,939

	
	
	
	
	

	
	279,928,046
	316,852,801
	9,686,965,232
	11,391,425,509

	
	
	
	
	

	Other receivables
	
	
	
	

	   - related parties 
	186,028
	         179,060
	6,378,092
	6,385,049

	   - Liquefied Petroleum Gas
	
	
	
	

	        (LPG) subsidy
	12,324,078
	434,245
	426,590,566
	15,633,917

	   - fuel subsidy
	416,821
	424,837
	14,428,017
	15,295,182

	   - third parties
	8,549,999
	6,073,098
	295,905,638
	218,011,725

	
	
	
	
	

	 
	21,476,926
	7,111,240
	743,302,313
	255,325,873

	
	
	
	
	

	Trade and other receivables   
	301,404,972
	323,964,041
	10,430,267,545
	11,646,751,382


Outstanding trade receivables can be analysed as follows:

	
	Unit: US Dollar
	Unit: Baht

	
	31 March
	31 December
	31 March
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Up to 3 months
	279,928,046
	316,852,801
	9,686,965,232
	11,391,425,509

	3 - 6 months
	-
	-
	-
	-

	6 - 12 months
	-
	-
	-
	-

	Over 12 months
	-
	-
	-
	-

	
	
	
	
	

	Total trade receivables
	279,928,046
	316,852,801
	9,686,965,232
	11,391,425,509

	Less  provision for impairment
	
	
	
	

	           of trade receivables
	-
	-
	-
	-

	
	
	
	
	

	
	279,928,046
	316,852,801
	9,686,965,232
	11,391,425,509


5
Inventories
	
	Unit: US Dollar
	Unit: Baht

	
	31 March 
	31 December
	31 March 
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Crude oil
	 211,206,915 
	166,461,999
	 7,310,800,629 
	5,993,048,110

	Petroleum products
	 93,539,233 
	81,350,346
	 3,237,804,423 
	2,928,815,842

	Materials and supplies
	
	
	
	

	   (net with allowance)
	22,519,035
	22,466,210
	779,482,873
	808,839,715

	
	
	
	
	

	
	327,265,183
	270,278,555
	11,328,087,925
	9,730,703,667

	Crude oil in transit
	68,376,727
	56,822,727
	2,366,819,391
	2,045,760,224

	
	
	
	
	

	Inventories
	395,641,910
	327,101,282
	13,694,907,316
	11,776,463,891


According to the Ministry of Energy, the Company is required to maintain a minimum oil reserve of 6% of total finished products produced for domestic sales (2016: 6%). The reserve fluctuates upon production plan and volume produced.  As at 31 March 2017, the above inventories include USD 160,273,673 or Baht 5,547,777,032 of crude oil and finished products set aside as minimum reserve (2016: USD 148,357,520 or Baht 5,341,241,629).
6
Property, plant, equipment and intangible assets
	
	Unit: US Dollar
	Unit: Baht

	
	Property, plant
	Intangible
	Property, plant
	Intangible

	
	and equipment
	assets
	and equipment
	assets

	
	
	
	
	

	Opening net book amount   
	1,004,668,806
	5,273,693
	36,170,588,688
	189,866,116

	Additions
	 2,095,188 
	 17,993 
	 73,918,845 
	 634,821 

	Disposals/write-off
	(11,425)
	 -   
	(403,077)
	 -   

	Depreciation/amortisation
	(20,371,972)
	(349,735)
	(718,926,373)
	(12,341,911)

	Exchange differences on
	
	
	
	

	   translating financial information
	-
	-
	(1,382,205,560)
	(7,096,352)

	
	
	
	
	

	Closing net book amount 
	986,380,597
	4,941,951
	34,142,972,523
	171,062,674


7
Trade and other payables
	
	Unit: US Dollar
	Unit: Baht

	
	31 March 
	 31 December
	31 March 
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Trade payables
	
	
	
	

	   - related parties
	225,219,447
	147,145,470
	7,796,255,262
	5,297,604,795

	   - third parties 
	69,227,451
	62,128,062
	2,395,847,442
	2,236,765,538

	
	
	
	
	

	
	294,446,898
	209,273,532
	10,192,102,704
	7,534,370,333

	
	
	
	
	

	Other payables
	
	
	
	

	   - related parties 
	1,161,987
	723,117
	40,221,487
	26,034,017

	   - third parties
	16,097,694
	18,680,385
	556,640,768
	671,955,269

	
	
	
	
	

	   
	17,259,681
	19,403,502
	596,862,255
	697,989,286

	
	
	
	
	

	Trade and other payables
	311,706,579
	228,677,034
	10,788,964,959
	8,232,359,619


8
Borrowings

	
	Unit: US Dollar
	Unit: Baht

	
	31 March
	31 December
	31 March
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Current
	
	
	
	

	Borrowings from financial institutions
	106,666,667
	106,666,667
	3,692,202,667
	3,840,266,667

	
	
	
	
	

	Non-Current
	
	
	
	

	Borrowings from financial institutions
	45,000,000
	71,666,667
	1,557,647,999
	2,580,179,166

	
	
	
	
	

	
	
	
	
	

	Total borrowings
	151,666,667
	178,333,334
	5,249,850,666
	6,420,445,833


Movements in borrowings are analysed as follows:

	For the three-month period ended 31 March 2017
	Unit: US Dollar
	Unit: Baht

	
	
	

	Opening amount as at 1 January 2017
	178,333,334
	6,420,445,833

	Repayment of borrowings
	(26,666,667)
	(933,170,083)

	Exchange differences on translating financial information
	-
	(237,425,084)

	
	
	

	Closing amount as at 31 March 2017
	151,666,667
	5,249,850,666


9
Other current liabilities
	
	Unit: US Dollar
	Unit: Baht

	
	31 March 
	31 December
	31 March 
	31 December

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Accrued excise tax
	 29,069,630 
	27,244,763
	 1,006,227,792 
	980,879,593

	Accrued withholding tax
	 505,718 
	211,621
	 17,505,137 
	7,618,897

	Accrued interest
	260,992
	280,856
	9,034,070
	10,111,498

	
	
	
	
	

	Other current liabilities
	29,836,340
	27,737,240
	1,032,766,999
	998,609,988


10
Income tax expenses
The interim income tax is based on management’s estimate using the tax rate that would be applicable to expected total annual earnings. The estimated tax rate for the three-month period ended 31 March 2017 was 20% per annum (The estimated tax rate for the prior interim period was 20% per annum).
11
Related parties transactions
Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or are under common control with, the company, including holding companies, subsidiaries and fellow subsidiaries are related parties of the company. Associates and individuals owning, directly or indirectly, an interest in the voting power of the company that gives them significant influence over the enterprise, key management personnel, including directors and officers of the company and close members of the family of these individuals and companies associated with these individuals also constitute related parties.
In considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.
The major shareholder of the Company is Chevron South Asia holding Pte., Ltd. registered in Singapore, which owns 60.56% of the Company’s shares. The remaining 39.44% of the shares are widely held. The ultimate parent company is Chevron Corporation registered in the United States of America.
	Related parties
	Relationship
	Main transactions relating to the Company

	
	
	

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

	
	
	

	Fellow subsidiaries
	Related parties of the ultimate parent company
	Supplying of crude oil and 

raw materials to the Company; and purchasing of products from the Company


The following transactions were carried out with related parties:
i) Sales of goods and services
	
	Unit: US Dollar
	Unit: Baht

	For the three-month periods ended
	31 March 
	31 March
	31 March 
	31 March

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Sales of goods with fellow 
subsidiaries:
	
	
	
	

	   - Chevron (Thailand) Limited
	670,106,435
	498,297,167
	23,641,556,074
	17,845,267,283

	   - Other fellow subsidiaries
	24,033,773
	13,447,461
	847,918,716
	481,587,192

	
	
	
	
	

	
	694,140,208
	511,744,628
	24,489,474,790
	18,326,854,475

	
	
	
	
	

	Sales of services with fellow 

   subsidiary:
	28,400
	6,865
	1,001,948
	245,866


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

11
Related parties transactions (Continued)

The following transactions were carried out with related parties: (Continued)

ii)
Purchases of goods and services

	
	Unit: US Dollar
	Unit: Baht

	For the three-month periods ended
	31 March 
	31 March
	31 March 
	31 March

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	Purchases of goods with 

   fellow subsidiaries:
	651,739,433
	383,989,036
	22,993,562,721
	13,751,607,361

	
	
	
	
	

	Purchases of services with 
	
	
	
	

	   fellow subsidiaries:
	1,552,541
	1,378,726
	54,774,114
	49,375,615


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

iii)
Management remuneration
Key management includes directors (executives and non-executive). The compensations paid or payable to management for employment services are as follows:
	
	Unit: US Dollar
	Unit: Baht

	For the three-month periods ended
	31 March 
	31 March
	31 March 
	31 March

	
	2017
	2016
	2017
	2016

	
	
	
	
	

	   - Salaries and other short-term 
	
	
	
	

	        employee benefits
	2,013,361
	1,761,561
	71,031,979
	63,085,894

	   - Retirement benefits
	9,603
	10,387
	338,791
	371,997

	
	
	
	
	

	
	2,022,964
	1,771,948
	71,370,770
	63,457,891


iv)
Other transaction 
In March 2017, the Company collected money from Chevron (Thailand) Limited totalling US Dollar 55.4 million (Baht 1,946 million) for excise tax, municipal tax, oil fuel fund and energy conservation fund which was remitted to the Excise Department for the shipment of products into the petroleum concession area over a distance of maritime boundary in the Gulf of Thailand as described in note 12. 
12
The resolution of the customs formalities for the shipment of products into the petroleum concession area over a distance of maritime boundary in the Gulf of Thailand
From 2012 to 2016, the Company sold petroleum products to a related party (“the Reseller”) who subsequently sold the products to companies under Chevron Group to use at the exploration and production platform located in the concession area. The Company and the Reseller followed the customs formalities from the consultation with the Customs Department and Excise Department where the shipments of oil were treated as export cargoes and excise tax, municipal tax, oil fuel fund and energy conservation fund (“taxes and funds”) were exempted. 
The Office of the Council of State subsequently provided the interpretation that the shipment of petroleum products into the concession area over a distance of twelve nautical miles should be treated as domestic cargo under the Petroleum Act. The Reseller received a letter from the Customs Department about this interpretation dated 30 January 2017. Consequently, in March 2017, the Company remitted taxes and funds related to the petroleum products sold from 2012 to 2016 of US Dollar 55.4 million (Baht 1,946 million) to the Excise Department. The Company charged the taxes and funds to the Reseller in accordance with the Letter of Indemnity between the Company and the Reseller.
The Company presented the taxes and funds net of the amount collected from the Reseller in the Statement of Comprehensive Income. As at 31 March 2017, the Company has successfully remitted the taxes and funds and been reimbursed for the total amount by the Reseller. Therefore, there is no remaining balance from this transaction.

13
Contingent liabilities and bank guarantees 
As at 31 March 2017, the Company has bank guarantees issued on the Company’s behalf relating to land use in Map Ta Phut Industrial Estate, electricity and others amounting to USD 0.76 million or Bath 26.22 million.
14
Commitments

As at 31 March 2017, the Company had commitment as follows:

a) Purchase of machinery, equipment and installations in progress of approximately USD 4.59 million or Baht 159.02 million.
b) Purchase of raw materials and utilities which include crude oil, hydrogen, natural gas and back-up electricity of approximately USD 525.36 million or Baht 18,185.09 million.

c) Operating land lease commitment of approximately USD 1.44 million or Baht 49.68 million.
15
Event after the reporting date

On 5 April 2017, at the Annual General Meeting of Shareholders for 2017, the shareholders made the resolution to approve dividend payment from unappropriated retained earnings after legal reserve allocation of the net profit of 1 January 2016 to 31 December 2016 in the amount of USD 145.09 million or Baht 5,126.77 million which is equivalent to Baht 1.1824 per share. After deduction of the interim dividend payment for the first half of 2016 performance at Baht 0.5378 per share paid on 9 September 2016, the remaining dividend to be paid is at Baht 0.6446 per share, totalling approximately USD 78.76 million or Baht 2,794.92 million. Such dividend will be paid on 3 May 2017.
	
	

	Director  ________________________________
	Director  _________________________________

	            (Mr. Nicolas Michel Bossut)
	               (Mr. William Lewis Stone)
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