














Indorama Ventures Public Company Limited and its Subsidiaries

Notes to the financial statements
For the years ended 31 December 2009 and 2008

The following information below relates to the defined benefit plans operated by the two European subsidiaries:

Consolidated Separate
financial statements financial statements
2009 2008 2009 2008

(in thousand Baht)

(1) Total pension cost

Current service cost 53,783 17,368 - -
Interest cost 11,208 1,279 - -
Total periodic pension cost 64,991 18,647 - -

The expense is recognized in the
following line items in the statement

of income:

Cost of sales 64,991 18,647 - -
Administrative expenses - - - -
Total 64,991 18,647 - -

(2) Change in present value of defined

benefit obligation

Defined benefit obligation at

beginning of year 51,612 -
Defined benefit obligation assumed

upon acquisition of subsidiaries

(Note 4 (a)(ii)) 119,569 28,340 - -
Current service cost 53,783 17,368 - -
Interest cost 11,208 1,279 - -
Actuarial (gain) loss (10,326) 4,625 - -
Total defined benefit obligation at end

of period 225,846 51,612 - -

(3) Less fair value of pension plan assets
at end of year (107,534) - - -

(4) Liability recognized in the
balance sheet (118,312) (51,612) - -

(5) Principal actuarial assumptions at end

of period

Discount rate 5.20% 5.90% - -
Expected long-term rate of return

on plan assets 5.20% 5.90% - -
Future salary increase 3.50% 3.50% - -
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Indorama Ventures Public Company Limited and its Subsidiaries

Notes to the financial statements
For the years ended 31 December 2009 and 2008

25. Finance costs

Consolidated Separate
financial statements financial statements
Note 2009 2008 2009 2008
(in thousand Baht)

Interest expense:
Related parties 5 - 713 49,128 2,415
Financial institutions 1,714,648 1,528,058 7,436 18,204

1,714,648 1,528,771 56,564 20,619
Capitalised as part of 12
construction in progress (113,116) (61,311) - -
Net 1,601,532 1,467,460 56,564 20,619
26. Income tax expense

Consolidated Separate
financial statements financial statements
2009 2008 2009 2008
(in thousand Baht)

Current tax expense
Current year 523,937 51,441 33 31
Adjustments for prior years 30,017 1,200 - -
[o=! 553,954 52,641 33 31

The current tax expense in the consolidated statement of income is less than the amount determined by applying the Thai cor-
poration tax rate to the accounting profit for the year, principally because a significant portion of the Group’s profit was derived
from promoted activities (see Note 27) which are not subject to tax, and unutilised tax losses brought forward from the previous
year have been utilised during the year to set-off against the current year’s tax charge.

Deferred income tax liabilities recorded in the accounts of subsidiaries located in jurisdictions outside Thailand and not included
in the consolidated financial statements amounted to Baht 960.2 million as at 31 December 2009 (2008: Baht 998.9 million).

27. Promotional privileges

By virtue of the provisions of the Industrial Investment Promotion Act B.E. 2520, the Company and certain subsidiaries
incorporated in Thailand have been granted privileges by the Board of Investment at various times relating to their manufacturing
of worsted wool yarn, wool top, Purified Terephthalic Acid (PTA), polyethylene terephthalate resin, PET preforms and closures
and amorphous resin (“promoted operations”). The privileges granted include:

(a) exemption from payment of import duty on machinery approved by the Board of Investment;

(b) exemption from payment of income tax on net profit from promoted operations for a period of eight years from the date
on which income is deemed to first derive from such operations;

(c) a 50% reduction in the normal income tax rate on the net profit derived from promoted operations for a period of five
years, commencing from the expiry date in (b) above;

(d) a five-year carry forward period for losses for tax purposes from promoted operations during the period in (b) above;
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(e) income exclusions and additional deductions in computing the taxable income for promoted operations during the period
in (b) above;
() exemption from income tax on dividend paid to the shareholders from the profit of the promoted operation during the

corporate income tax exemption period; and

(9) double deduction of the cost of transportation, electricity and water supply for corporate income tax purposes for a
period of ten years, from the date on which income is deemed to first derive from promoted operations.

As promoted companies, the subsidiaries in Thailand must comply with certain terms and conditions prescribed in the
promotional certificates.

Summary of revenue from promoted and non-promoted businesses:

Consolidated financial statements

2009 2008

Non- Non-

Promoted promoted Promoted promoted
businesses  businesses Total (a) businesses  businesses Total (a)

(in thousand Baht)

Export sales 20,178,460 11,257,402 31,435,862 6,012,093 4,293,789 10,305,882
Local sales 19,159,418 10,555,195 29,714,613 9,461,644 2,194,077 11,655,721
Total revenue 39,337,878 21,812,597 61,150,475 15,473,737 6,487,866 21,961,603

(a) excluding revenues from foreign subsidiaries and inter-company eliminations.

28. Basic earnings per share

The calculations of basic earnings per share for the years ended 31 December 2009 and 2008 were based on the profit for
the years attributable to equity holders of the Company and the weighted average number of ordinary shares outstanding dur-
ing the years (for 2009, after giving effect to the reduction in par value (Note 18)) as follows:

Consolidated Separate
financial statements financial statements
2009 2008 2009 2008

(in thousand Baht / thousand shares)

Profit attributable to equity holders

of the Company (basic) 4,824,097 2,656,296 1,172,934 96,568
Number of ordinary shares outstanding

at 1 January 3,351,544 40,000 3,351,544 40,000
Effect of shares issued on:

9 July - 104,280 - 104,280
10 October - 13,114 - 13,114
17 October - 3,324 - 3,324
8 December - 196 - 196
Weighted average number of

ordinary shares outstanding (basic) 3,351,544 160,914 3,351,544 160,914
Earnings per share (basic) (in Baht) 1.44 16.51 0.35 0.60

Par value per share (in Baht) (see note 18)
1 10 1 10
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29. Financial instruments

Financial risk management policies

The Group is exposed to normal business risks from changes in market interest rates and currency exchange rates and from
non-performance of contractual obligations by counterparties. The Group does not hold or issue derivative financial instruments
for speculative or trading purposes.

Risk management is integral to the whole business of the Group. The Group has a system of controls in place to create an ac-
ceptable balance between the cost of risks occurring and the cost of managing the risks. The management continually monitors
the Group’s risk management process to ensure that an appropriate balance between risk and control is achieved.

Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of the Group’s operations and its
cash flows. The Group is primarily exposed to interest rate risk from its borrowings (see Note 15).

The effective interest rates of loans to related parties as at 31 December and the periods in which the loans mature or reprice
were as follows:

Consolidated financial statements

Effective After 1 year
interest Within 1 but within 5 After 5

rate year years years Total
2008
Current 212,800 - - 212,800
Short-term loans to related 5.8 212,800 - - 212,800
party
Total

Separate financial statements
Effective After 1 year
interest Within 1 but within 5 After 5
rate year years years Total
(% per annum) (in thousand Baht)
2009
Non-current
Long-term loans to related
parties - ’ 1,262,628 1,262,628
Total 2.4-5.1 . . 1,262,628 1,262,628
2008
Non-current
Long-t I to related
ong erm loans to relate ) ) 911,023 911,023

parties
Total 5.6 - - 911,023 911,023
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The effective interest rates of loans from related parties as at 31 December and the periods in which the loans mature or
reprice were as follows:

Separate financial statements

Effective After 1 year
interest Within 1 but within 5 After 5
rate year years years Total
(% per annum) (in thousand Baht)

2008
Non-current
Long-term loans from a
related party 5.8 - 109,822 - 109,822
Total - 109,822 - 109,822

The effective interest rates of interest-bearing financial liabilities as at 31 December and the periods in which those liabilities
mature or re-price were as follows:

Consolidated financial statements

Effective After 1 year
interest Within 1 but within 5 After 5
rate year years years Total
(% per annum) (in thousand Baht)
2009
Current
Bank overdrafts 52t08.2 24,776 - - 24,776
Short-term loans from
financial institutions 2.0t05.2 9,979,671 - - 9,979,671
Long-term loans from
financial institutions 20to 5.9 4,643,396 - - 4,643,396
Finance lease liabilities 2.7t06.2 24,538 - - 24,538
Non-current
Long-term loans from
financial institutions 20t05.9 - 19,885,264 5,445,121 25,330,385
Finance lease liabilities 27106.2 - 73,374 = 73,374
Total 14,672,381 19,958,638 5,445,121 40,076,140
2008
Current
Bank overdrafts 50t07.2 21,866 - - 21,866
Short-term loans from
financial institutions 20to 7.5 11,183,283 = - 11,183,283
Long-term loans from
financial institutions 20to7.8 3,264,924 - - 3,264,924
Finance lease liabilities 50to 7.5 73,467 - - 73,467
Non-current
Long-term loans from
financial institutions 20to7.8 -18,518,623 8,988,682 27,507,305
Finance lease liabilities 50t07.5 - 77,399 ' 77,399
Total 14,543,540 18,596,022 8,988,682 42,128,244
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Separate financial statements

Effective After 1 year
interest Within 1 but within 5 After 5
rate year years years Total
(% per annum)

2009
Current
Long-term loans from
financial institutions 3.4t05.1 162,600 - - 162,600

Non-current
Long-term loans from

financial institutions 3.41t05.1 - 1,708,348 446,810 2,155,158
Total 162,600 1,708,348 446,810 2,317,758
2008

Current

Short-term loans from )

financial institutions nil 565,543 ) 565,543
Long-term loans from

financial institutions 3.4t05.1 45,870 - - 45,870

Non-current

Long-term loans from
financial institutions 3.41t035.1 - 613,580 581,637 1,195,217

Total 611,413 613,580 581,637 1,806,630

Foreign currency risk

The Group is exposed to foreign currency risk relating to purchases and sales which are denominated in foreign currencies.
The Group primarily utilises forward exchange contracts with maturities of less than one year to hedge certain financial assets
and liabilities denominated in foreign currencies. The forward exchange contracts entered into at balance sheet date also
relate to anticipated purchases and sales, denominated in foreign currencies, for the subsequent period.

As at 31 December, the Group and the Company were exposed to foreign currency risk in respect of financial assets and li-
abilities denominated in the following currencies:

Consolidated Separate
financial statements financial statements
Not 2009 2008 2009 2008
(in thousand Baht / thousand shares)

United States Dollars 6 86,327 178,694 - -
Cash and cash equivalents 7 347,837 - - -
Other investments 8 4,864,721 5,414,462 - -
Trade accounts receivable 15 (15,861,773) (17,599,261) (535,199) (560,200)
Interest-bearing liabilities 16 (3,131,523) (3,083,502) - -
Trade accounts payable

Gross balance sheet exposure (13,694,411) (15,089,607) (535,199) (560,200)
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Consolidated
financial statements

Note 2009 2008 2009 2008

Separate
financial statements

(in thousand Baht)

Euro 772,491 370,816 - -
Cash and cash equivalents 6 235,144 215,923 - -
Other investments 7 1,650,759 1,285,388 - -
Trade accounts receivable 8 (8,529,163) (8,960,146) (577,541) -
Interest-bearing liabilities 15 (3,165,223) (2,944,159) - -
Trade accounts payable 16
Gross balance sheet (9,035,992) (10,032,178) (577,541) -
exposure
Pounds Sterling 6 101,020 15,827 B B
Cash and cash equivalents 7 R 35,286 B B
Other investments 8 814,796 835,794 B B
Trade accounts receivable 16 (82,732) (9,161) N N
Trade accounts payable
Gross balance sheet 833,084 877,746 N -
exposure
Lithuanian Litas 6 45,581 10,063 i i
h and cash equivalents ! § 5,811 i i
8?hser investmentcsl 8 93,810 21,360 ) )
Trade accounts receivable 6 (104,644) (109,549) - -
Trade accounts payable
Gross balance sheet 34,747 (72,305) ) )

exposure

The net fair value of forward exchange contracts at 31 December 2009 was Baht 1,275.5 million (net asset transactions) (2008:
Baht 1,076.6 million).

Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or counterparty to settle its financial and
contractual obligations to the Group as and when they fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis. Credit evaluations
are performed on all customers requiring credit over a certain amount. At the balance sheet date, there were no significant
concentrations of credit risk. The maximum exposure to credit risk is represented by the carrying amount of each financial asset
in the balance sheet. However, due to the large number of parties comprising the Group’s customer base, management does
not anticipate material losses from its debt collection.

Liquidity risk

The Group monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate by management to
finance the Group’s operations and to mitigate the effects of fluctuations in cash flows.

As at 31 December 2009, current liabilities exceeded current assets by Baht 2,219.4 million in the consolidated financial
statements (2008: Baht 4,943.8 million) and by Baht 596.6 million in the separate financial statements (2008: Baht 588.8
million). Management views that working capital positions in 2009 and 2008 are due to a significant degree to the financing of
the various acquisitions in 2008 (principally, property plant and equipment and other long term assets - Note 4), by short and
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medium term debt. Management believes that the Group and parent company will continue to experience improved cash flows
in 2010 from the synergies related to the integration of the acquired companies into the Group, from utilization of the proceeds of
the initial public offering (see Note 32), from the operations of the acquired companies and from the completion of construction
of a significant factory by a subsidiary and commencement of its operations at full capacity in the early 2010. Management uses
available lines of credit (Baht 13,710 million as at 31 December 2009) for re-financings, as necessary.

Fair values

The fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties
in an arm’s length transaction.

The fair value of trade and other accounts receivables is taken to approximate the carrying value.

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by discounting
estimated future cash flows based on the terms and maturity of each contract and using market interest rates for a similar instrument at
the measurement date.

The fair value of forward exchange contracts is based on their listed market prices, if available. If a listed market price is not
available, then fair value is estimated by discounting the difference between the contractual forward price and the current forward
price at the reporting date for the residual maturity of the contract using a risk-free interest rate (based on government bonds).

The fair value of non-derivative financial liabilities, which is determined for disclosure purposes, is calculated based on the
present value of future principal and interest cash flows, discounted at the market rate of interest at the reporting date.

As at 31 December 2009 and 2008, the financial assets and liabilities have fair values that do not differ significantly from the
amounts recorded in the balance sheet.

Capital Management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain
future development of the business. The Board of Directors monitors the return on capital, which the Group defines as result
from operating activities divided by total shareholders’ equity, excluding minority interests. The Board of Directors also monitors
the level of dividends to ordinary shareholders.

30. Commitments with non-related parties

Consolidated
financial statements
2009 2008
(in million Baht)

Capital commitments
Contracted but not provided for

Buildings and other constructions 348 1,151
Machinery and equipment 54 53
Total 402 1,204
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Consolidated
financial statements
2009 2008
(in million Baht)

Non-cancellable operating lease commitments

Within one year 126 138
After one year but within five years 397 352
After five years 508 372
Total 1,031 862

Other commitments

Sold receivables with recourse - 12
Purchase orders and letters of credits

for goods and supplies 543 14,249
Service commitment 11 360
Forward and swap contracts 1,285 1,903
Bank guarantees 1,396 1,448
Bills discounted 1,426 373
Total 4,661 18,345
Other commitments

Certain subsidiaries have executed long-term purchase agreements committing them to purchase agreed quantities of raw ma-
terials for periods up to three years, at prices linked to the market prices of the underlying commodities.

31. Contingent liabilities

On 18 December 2009, Eastman Chemical Company ("Eastman") filed a complaint in the Delaware District Court, USA against
four subsidiaries of the Company alleging the infringement of certain patents owned by Eastman, a breach of the technology
license agreement between Eastman and the defendants and the misappropriation of Eastman’s confidential and proprietary
trade secret information. No damages were specified.

The defendants are defending themselves against the claims. The subsidiaries have appointed legal counsel to defend their
interests. At this time, the outcome of the proceedings or the total amount of possible damages, if any, cannot be reasonably
estimated. Management believes that the outcome of the proceedings will not have a material adverse effect on the Company's
consolidated financial position, results of operations, or cash flows.

32. Events after the reporting period

a) Pursuant to the shareholding restructuring plan for the exchange of shares in IRP for shares in the Company (see Note 1),
the Company successfully concluded the tender offer on 1 February 2010. The tender offer resulted in the increase in the
combined direct and indirect shareholding of the Company in IRP from 69.29% to 99.08%. The shares of IRP were delisted
on 5 February 2010 from the Stock Exchange of Thailand.

b) On 1 February 2010, the Company received the proceeds for the initial public offering of ordinary shares of 400 million
shares at an issue price of Baht 10.20 per share. The issued and paid-up capital of the Company increased from Baht
3,351,543,910 to Baht 4,334,271,047 as a result of
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the initial public offering and the exchange offer (described in paragraph (a)). The costs of the initial public offering have been
deferred (see Note 10) and will be deducted from share premium.

On 3 February 2010, the Company registered the increase in issued and paid-up capital with the Ministry of Commerce, Thai-
land and the Securities and Exchange of Thailand approved the listing and trading of the shares of the Company. The first
trading day of the shares was 5 February 2010.

¢) On 25 February 2010, the Board of Directors proposed for the dividend payment of Baht 0.33 per share, amounting to Baht
1,430.3 million. This dividend payment is subject to the approval by the shareholders of the Company.

33. Thai Accounting Standards (TAS) not yet adopted

The Group has not adopted the following revised TAS that has been issued as of the reporting date but are not yet effective.
The revised TAS are anticipated to become effective for annual financial periods beginning on or after 1 January in the year

indicated.
TAS Topic Year effective
TAS 24 (revised 2009) Related Party Disclosures (formerly TAS 47) 2011

Management is presently considering the potential impact of adopting and initial application of this revised TAS on the consolidated
and separate financial statements.

34. Reclassification of accounts

Certain accounts in the 2008 financial statements have been reclassified to conform to the presentation in the 2009 financial
statements, as follow:

Selling expenses, administrative expenses and management benefits expenses are now disaggregated.
Comparative figures have been reclassified accordingly.

The reclassification has been made to comply with the classification set out in the Pronouncement of the Department of
Business Development Re: Determination of items in the financial statements B.E. 2552 dated 30 January 2009.
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