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ABSTRACT

The study provides an equity analysis and valuation of a company in
respect of equity research report essentials of Chartered Financial Analyst (CFA)
Institute. Tipco Foods Public Company Limited, a listed company in the Stock
Exchange of Thailand (SET), was chosen for the study to find out its market value of
the company in relations with the selected industry peers. In using the particular
technique of relative valuation, three different multiples were particularly employed
including Price/Earnings (P/E), Price/Book Value (P/BV), and Enterprise Value to
Earnings Before Interests Taxes Depreciation and Amortisation (EV/EBITDA), to
suggest its relative value to the food and beverage industry in SET. The relative values
from all ratios indicate that the company was undervalued, and strongly suggest that
an investor should buy Tipco’s stocks. However, some limitations are found as four
companies used as the industry peers, only one of them was considered as the closest
peer in terms of its revenue structure and the product portfolios in the core businesses.
Besides, the company’s stock performance heavily relies upon its investment in an
associated company in a different industry. This perhaps brings an argument against its

accuracy with some qualitative considerations.
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CHAPTER I
INTRODUCTION

A research and analysis of equity offers an essential element of information
for investment decision making. The central part of the analysis is valuation in which
equity, as an asset, is to be valued. Indeed, asset valuation vary from case to case and
require different information (Damodaran, 2012). There are a number of methods in
which the market price or share price represents the value of an equity.

By observing a large amount of equity analysis published through financial
institutions or stock brokerage houses, it is clear that the assumptions as well as the final
conclusion of the analysis Is endowed by different viewpoints as well as a wealth of
information possessed by each analyst.

This study aims to provide an opportunity for students who are major in
corporate finance to enhance research and analytical skills, and to explore related issues
in the research in both macro and micro perspectives. Most importantly, to be able to
select an appropriate technique used for valuation of a selected company.

A listed company in the Stock Exchange of Thailand (SET) is chosen for
such objectives while the relative multiple methods are employed for valuation. The use
of equity research report essentials by Charted Financial Analyst (CFA) Institute is the
skeleton of the study as it is mostly recognized by whether individual or institutional
investors.

The findings of the study suggested the appropriate stock price being
publicly traded in the SET, and therefore represents one’s comprehensive ability;
acquiring wealth of data and information, skill sets, a level of understanding of business
environments that have an impact upon a company as well as applicability of valuation

techniques to the study.



CHAPTER II
BUSINESS DESCRIPTION

Tipco Foods Public Company Limited manufactures and distributes
products of pineapple in syrup, pineapple juice, mixed fruit juice, and natural mineral
water in Thailand and internationally with current paid-up capital is Bt 482.58 million.
Tipco offers various fruit and vegetable juices under the Tipco 100%, Tipco Apple
Cider, Tipco Veggie 100%, Tipco Profiber, Tipco Squeeze, Superkid, Cool Fit,
Homsuwan, and Squeeze Bar brands; and water under the AURA brand.

The company was first listed in Stock Exchange of Thailand in 1989. In
1993, the company diversify itself to a new subsidiary, which is Tipco F&B Co., Ltd.
(originally known as Tipco Foods Public Company Limited), thereby expanding the
production line for entry into the ready-to-drink fruit beverage market.

sales revenue

T ] "
7.479 3,199 3. 40 3 478

2301
UL 2011 012 2014 F.

Figure 2.1 Sales Revenue Breakdown by Business (2010-2014)

In 1993, The company increased investment in subsidiary company, TIPCO
F&B, to expand and enter the ready-to-drink fruit juice market and has received
favorable response from domestic consumers. Subsequently, the company focused on
continuous R&D aimed at satisfying consumer demand, and adopted the policy of

launching at least one new product every year starting from 1997. In 2007, TIPCO



entered into an alliance with Santori Japan and formulated a joint venture to expand into
domestic and ASEAN markets. The expansion has involved the use of beverage factory

at Wang Noi, Auddhaya Province, as production base for beverages.

2.1 Subsidiary and Associated Companies

Relationship Chart: Business Overview of the Company
and its Subsidiary, Associated and Related Companses
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Figure 2.2 Tree Chart of Tipco’s Business, Its Subsidiaries and Associated Companies
The company’s subsidiaries comprise:

e Tipco Asphalt Public Company Limited operates the business in manufacturing
asphalt emulsion and distribution of petroleum products. Currently the Company
holds 24.21 percent shares. Total paid-up capital is Bt1,534.27 million.

e Tipco F&B Company Limited operates the business in producing and
distribution of ready - to-drink beverage products. Currently the Company holds
50 percent shares. Total paid-up capital is Bt600 million.

e Tipco Biotech Co., Ltd. operates the business of herbal extraction substance and
agriculture business. Currently the Company holds 99.99 percent shares. Total
paid-up capital is Bt36.8 million.

e Tipco Retail Co., Ltd. operates the retail business. Currently the Company holds
50.99 percent shares and 49 percent shares by TIPCO F&B Co., Ltd. Total paid-
up capital is Bt50 million.



e TFB Distribution Company Limited, operates wholesale and retail business.
Currently the Company holds 50 percent shares by TIPCO F&B Co., Ltd. Total
paid-up capital is Bt0.25 million.

Its major business can be categorized into:

e Agro Group
- Tipco Foods Public Co., Ltd. — as Tipco’s main business is producing
and exporting of canned pineapple, pineapple juice concentrate and
canned mixed fruits under the brand “Tipco”
- Tipco Biotech Co., Ltd. — is a subsidiary company which engages in
agricultural businesses and plant extracts, with special focus on Research
& Development and cultivation of seedling and raw materials used by
the Food & Beverage Business Unit.
e Consumer Goods Group
- Tipco F&B Co., Ltd. — a joint venture between TIPCO Foods PCL and
Suntory Beverage & Foods Asia, produces and distributes ready-to-drink
beverages under the brand Tipco, tea+, Mirei, Aura
- Tipco Retail Co., Ltd. — a subsidiary company jointly owned by TIPCO
Foods PLC.
- Tipco F&B Co., Ltd. — operates retail trade under the logo “Squeeze Juice
Bar by Tipco.” Product line includes fresh squeezed fruit juice, fresh
yogurt, Happy Yogurt, with special emphasis on Quality, Health
benefits, and Taste. Tipco’s Squeeze Juice Bar also serves as outlet for
other company products such as TIPCO fruit juice and Homsuwan

pineapple.

2.2 Revenue Structure

For the past five years, revenue Structure shows that ready-to-drink
beverage has dominated the highest revenue over the other business units. The trend
also shows the same positive direction for Tipco F&B that it will continue to be the



major dominator. This is due to sales decline in canned pineapple, pineapple juice and
concentrate sector. We anticipate continual growth in RTD sector in many more years
to come due to higher demand for healthy drinks which is the major targets of the
company. For canned pineapple, pineapple juice and concentrate, it will take at least a
couple of years until contract farming becomes effective and that the company then

gains the beneficial outcomes.

Revenue Structure
The structure of revenue from sales of products or provision of services to external parties in the past 5 years:
In million Baht

Products 2010 2011 2012 2013 2014

Canned pineapple giLpifeabple juice 1,748.02  1,684.74 173453  1,631.28  1,440.30
Sales co_ncentra_te |
amounts | Mixed fruits and others 657.17 661.62 508.30 553.11 639.58 |
Ready-to-drink (RTD) beverage 2,308.59 2,478.73 3,199.29 3,403.81 3,427.92 |

Total " 471378 © 4,825.09 " 5442.12 " 5588.20 " 5,507.80

Canngdl Pineapple'and OSSN 37.08% 34.92%  31.87%  29.19%  26.15%
Proportion cqncentra_te ‘
%) Mixed fruits and others 13.94% 13.71% 9.34% 9.90% 11.61%
Ready-to-drink (RTD) beverage 48.98% 51.37% 58.79% 60.91% 62.24% |

Total 100.00%  100.00%  100.00% _ 100.00% _ 100.00%
Changes in S:::::trg'tgeapp'e and pineapple juice -3.62% 296%  595%  -11.71%
sales (%) |Mixed fruits and others 0.68% -23.17% 8.82% 15.63%
Ready-to-drink (RTD) beverage 7.37% 29.07% 6.39% 0.71%

Figure 2.3 Revenue Structure Breakdown (2010-2014)
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Figure 2.4 Tipco’s Revenue Structure Illustrated in Bar Diagramme



Focusing on beverages, the ready-to-drink beverages it offers to the market comprises
of:

e 100% Orange Juice: squeezed from quality oranges, comes with orange pulp and
non-concentrated.100% Fruit Juicel00% Veggie Juice:mixed vegetable and
fruit juices Super

e 100% Fruit Juice

e 100% Veggie Juice: mixed vegetable and fruit juices

e Super Fruit Essence: Combo of pomegranate concentrate, prune juice and fig
pulp

e Fruit Plus: 100% fruit juice, mixed vegetable juice and Aloe Vera pulp

e Super Kid: 100% fruit juice/ mixed vegetable and fruit juice for children

o Apple Cider

e Squeeze Pasteurized: 100% pasteurized fruit juice, mixed vegetable juice and
mixed fruit juices

e Cool Fit: 40% vegetable juice and mixed fruit juice

e Profiber

e Tea Plus: Oolong tea OTPP packed in PET bottle

e Aura: natural mineral water

2.3 Key Success Factor

The aggressive integrated marketing communication launched through
various media such as television, print-ad, outdoor ads and online media allows TIPCO
to successfully reach all target consumers. Furthermore, it has also focus on R&D to
create product innovations to fulfil the product line. This new innovation helps TIPCO
to target more market segments and satisfy market needs. More items filled in the
product line also allow TIPCO products to fill in the shelf space, creating high awareness
at point of purchase. Such strategy makes shoppers see TIPCO products more often and
create a positive image towards the brand as TIPCO owns the whole shelf space.

The company is also fully determined to develop high quality products that
offer health benefits while communicating healthcare information and conveying the



message that maintaining good health is fun and easy to do every day. TIPCO’s
objective is to ensure good health for all Thai people.

The future direction for TIPCO F&B Co., Ltd. In2014, the market for 100%
fruit juice is projected to grow by approximately 4% per annum, mineral water 10%,
bottled tea no change, subject to variable impact from domestic factors, particularly
local politics. Although the market for ready-to-drink beverages remain highly
competitive, TIPCO F&B Co., Ltd. should be able to maintain market leadership in the
100% fruit juice segment by creating brand value based on highly selective raw material
quality and production processes that directly benefit the consumer’s health. New
product development and launching will aim at expanding customer base and securing
target customers. The company has also taken steps to expand customer base for fruit
and vegetable juice in various Asian countries, namely, South Korea, Indonesia and the

Philippines.



CHAPTER 11
MACRO-ECONOMIC ANALYSIS

3.1 Thailand GDP Trend

According to Office of the National Economic and Social Development
Board (NESDB) and the World Bank, GDP for 2015 is growing at 3.5% and has a
direction towards 4% for the year 2016. The expected GDP for the years onward are
ranging around 4-4.5%. NESDB also stated that the private consumption and general
government final consumption expenditure also has increased by 2.4% and 2.5%
respectively for the last quarter of 2015. However the agricultural sector contracted by

4.8% according to the decline in major crops production.

Thailand's economic recovery is gaining momentum.
The economy grew by 3 percent in 1Q2015. In 2015, growth will likely expand at a healthy pace of 3-4 percant.

Thailand: Medium-berm GDP growth forecast
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Figure 3.1 Thailand’s GDP and Forecast



3.2 Consumers Concern

According to the Ministry of Commerce, it is recently reported that
consumer confidence index (CCI) had dropped below 50% once again after picking up
in the second half of the previous year. The survey affirms that consumers are
increasingly concerned over the economy. This is important indicator since about 70%
of company’s income come from selling consumer products in the domestic market. It
IS suggested that, in general, the lower index, the lower consumption and thus leads to
the company’s decision to invest.

hart 2.5 Consumer Confidence Index

Diffusion Index
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ource: Mirsstry of Commerce. calcuiatons by Bank of Thadang

Figure 3.2 Thailand’s Consumer Confidence Index (Jan 2013- Jan 2015)

3.3 Opportunities for Thailand’s Future Growth

3.3.1 Greater Regional Integration and Openness (AEC)

The goal of AEC is to establish ASEAN as a single market and production
base making ASEAN more dynamic and competitive with new mechanisms and
measures to strengthen the implementation of existing economic initiatives.

Implementing a policy of free flow of goods and investment throughout the
region should reduce transaction costs and help to drive down the cost of goods
produced in the region. Another major winner should be Thailand listed companies and
other large Thailand companies looking to find new markets for their products and
services throughout the region. The removal of the trade barriers as required by the AEC
should open up interesting opportunities for Thai companies looking to expand their

customer base and diversify their businesses.
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However, many of Thailand’s SME’s will likely see these as challenges.
Although SME’s, also, stand to benefit from Thailand’s participation under the AEC,
many will likely feel threatened by the provisions of the AEC requiring Thailand to open
up to its market to increased foreign competition.

3.3.2 A Bigger Middle-income Class, Especially in China PR

China economy has grown tremendously over the past few years and
Chinese are leveling up themselves to becoming middle-high income people. Office of
Tourism Development, Ministry of Tourism and Sports has shown the figure of the
growing number of tourists which increased by 23.5%, jumping from a 7.0% rise.
Particularly, the number of tourists from East Asia (62.8% of total inbound tourists)
increased by 55.6%, with a rise in the number of tourists from China, Malaysia, Hong
Kong and Taiwan. Tourism is expected to bring in THB2.2 trillion in revenue this year,
said the ministry of tourism, Kobkarn Wattanavrangkul. With their higher purchasing

power, it Is an opportunity for Thai economy to drive businesses towards this trend.
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CHAPTER IV
INDUSTRY TREND AND COMPETITION

As stated in the subsidiaries and associated companies section, there are
three major business that distributed highest to Tipco’s revenue.

4.1 Agro & Food Industry Groups

4.1.1 Canned Fruits & Mixed Fruits

Market for canned pineapple can be explained through global market since
the main proportion comes from exports. As Thailand is the leader in exporting canned
pineapple, the current effect of the industry is from rising raw material cost which has
been a consequence from the drought in 2014. The drought has impacted the pineapple
supply, while consumption in Europe and the US have just recovered. Due to the report
by Office of Agricultural Economics, shows that export market for canned pineapple
had grown -1.56%. This reduction was also a cause from risen raw material cost as well
as economic downturns in Europe, USA, Russia, which are the major importing
countries. For Tipco, it aims to maintain revenue target of Bt1.4 billion per year year
due to the uncertainty of the pineapple supply and the rising price of steel, which is a

raw material for juice and fruit cans.
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Figure 4.1 Major Thailand’s Canned Pineapples Importers in 2013
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4.2 Consumer Goods Groups

4.2.1 Fruit Juice

According to Marketeer magazine (2015), In 2015, Market for ready to drink
fruit juice is valued at 12.5 billion baht. The market can be divided into 5 segments
which are premium market, medium market, economy market, super economy market,

and others.

Market Share for fruit

juice
Others
Super ll°/o
Econo Premi
my um
14% 390/0
E‘;:";m Mediu
26% o

10%

Figure 4.2 Market Share for Fruit Juice (by Segments)

Premium market was worth 4.8 billion baht with market growth of 2%, this
category can further divided into UHT fruit juice which worth 4.05 billion baht with
growth of 2% and pasteurized fruit juice which worth 0.47 billion baht with growth -
3%. Medium market or 40-99% fruit juice was worth 0.74 billion baht. Economy market
or 20-39% was worth 3.3 billion baht. Super economy market or 19% fruit juice was
worth 1.79 billion baht. Lastly, other small markets were worth 2 billion baht.

Although the growth decreased in 2014, in 2015 the total pie of market share
for fruit juice has increased by 500million baht and seems to continue heading upwards
because of the healthy booming trend. Thai consumers are becoming more health
conscious as we can see from various new product launches that focus on healthy trend.
Furthermore, there has been high entries of the new fruit juice brands from both
domestic and international. The major reasons are due to the high market value of this
industry and the small number of players which increase the degree of rivalry.

The growth for ready to drink fruit juice has always been very high, in some

years the growth were higher than 10% which was the result from higher consumption.
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The new competitors have consistently entered the market. Moreover, the dominant
players have been intensely launched marketing campaigns to push and support sales
throughout the year. As consumers are always looking for new products, resulting in
gradually growing market. However, in 2014, lower consumption from higher
household debt had a direct effect on value of ready to drink fruit juice. The proportion
for economy market was relatively reduced. Consumers had switched the behavior to
other ready to drink categories such as soft drinks and green tea. The markets for soft
drinks and green tea have always had intense competition and price promotion.
Consequently, the overview for ready to drink fruit juice has shown the growth of 2%
only (Nielsen, 2014)

Premium Fruit Juice

Others
,17%
e Tipco
Unif, - ?
160/0 43%
Malee . 4
L 24% W
T

Figure 4.3 Market Share in Premium Fruit Juice Segment (Tipco and Major

Competitors)

4.2.2 Mineral Water
Mineral water market can be divided into 3 segments according to the price
range.

e Mass market being the largest segment of the three. Price is ranging close to
bottled water, ranging between 7 to 10 baht. The market in this segment is very
competitive after Nestle minere decided to do aggressive marketing and price
their mineral water equal to the bottled water.

e Premium mass market which belongs in the imported mineral water. The price

range between 40 — 80 baht implied that it captures consumers whom have
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willingness to pay for slightly more expensive water and those who are familiar
with drinking mineral water in western countries. Distribution channels are such
as premium supermarkets, hi-end restaurants, and hotels. Well known brands in
this segment are Evian, Perrier, and Fiji.

e Premium market mineral water, price ranges between 100 to more than 1,000
baht. Mostly sold through very hi-class hotels and some airlines as an in flight
drink for business class and first class. Brand building for this segment can be
seen through joint venture between premium mineral water firms and another
premium brand firms, for instance Swarovski, to develop special packaging.
This customization creates value to the products allowing to these firms to

charge extra.

MINERAL WATER MARKET SHARE
2014

=

Figure 4.4 Mineral Water Market Share in 2014 (Tipco’s Aura and Others)

4.3 Competition Analysis
4.3.1 Major Competitors

4.3.1.1 Malee Sampran Public Co., Ltd. is Tipco’s main
competitor considering the common businesses both are operating. Malee is the
manufacturer and distributor of processed agricultural products such as canned fruit,
UHT and pasteurized fruit juice, canned coffee, canned tea, drinking water in PET bottle
and aseptic bag under Malee brands. Thus, the nature of its business can be divided into
3 categories which are:
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e Vegetable and fruit juice business: in this business sector, it further divides into
4 groups which includes
- Concentrated fruit juice
- Ready to drink juice (100% natural fruit juice and 25% fruit juice)
- Atrtificial fruit juice (25% natural fruit juice mixed with artificial flavors
and sugar)
- Fruit powder which extracted from natural fruits and further processed
into powder
e Canned fruit business
e Dairy and Cereal business
4.3.1.2 Uni-President (Thailand) Ltd. has established a brand
name ‘UNIF’ for fruit juice and ready to drink tea. UNIF is being a subsidiary under an
umbrella of Uni-President Enterprises Corporation, leader in processed food in Taiwan.
The company has been gaining well acceptance and reliance from Thai consumers and
offered a wide range of products under UNIF mixed vegetable and fruit juices 40% and
100% from concentrate, UNIF ready to drink tea, UNIF All You Need mixed vegetable
and fruit juice with berries, UNIF 12% orange juice and 12% grape and mixed berry
juice and A-Ha ready to drink coffee. Considering Uni-President (Thailand) Ltd.
business, 60% of Uni-President revenue structure is distributed from vegetable and fruit
juice while almost 40% of the total revenue comes from ready to drink tea. The rest 1-
2% of the total revenue comes from its new businesses. Uni-President has targeted to
30% growth annually as it plans to diversify the business into other sectors.
4.3.1.3 Universal Food Public Co., Ltd. or UFC, is one of
Thailand’s leading processor, manufacturer and distributor of processed fruits and
vegetables, beverages and sauce and seasoning. UFC’s mission is to continuously
improve and advance its production process in order to guarantee the best and safest
products for our consumers. Therefore, UFC is positioned itself as a premium quality
products provider with natural tastes and variety offerings. UFC product range can be
summarized into 3 categories, Processed Fruits and Vegetables, Sauce and Seasoning
and Beverages. Processed fruits and vegetables are such as instant young corn, mango,

rambutan, and rambutan stuffed with pineapple. The Beverage category consists of fruit
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juice, coffee and soymilk products. Primarily focusing on fruit juices, these products are

offered both in canned and carton packages.

4.4 Future Direction

Nowadays, the market for ready to drink drinks are quite intense due to high
competition among the big companies and high substitute products. These market
dominants are very active in doing marketing campaigns to increase their market share,
thus fruit juice market are struggling in competing with this market. Prices are also the
main criteria when making purchase decision for fruit juice because some consumer
segments chose to purchase only those with the promotions while wanting the good
quality. Therefore, making it difficult for Tipco to innovate the new products because
the price constraint. However, being the market leader in the premium segment, price
issue does not affect much because target consumers for this market have high
purchasing power. These consumers are more concerned about drinking healthy rather
than being price sensitive.

TIPCO F&B Co., Ltd. In 2014, the market for 100% fruit juice is projected
to grow by approximately 4% per annum, mineral water 10%, bottled tea no change,
subject to variable impact from domestic factors, particularly local politics. Although
the market for ready-to-drink beverages remain highly competitive, TIPCO F&B Co.,
Ltd. should be able to maintain market leadership in the 100% fruit juice segment by
creating brand value based on highly selective raw matrial quality and production
processes that directly benefit the consumer’s health. New product development and
launching will aim at expanding customer base and securing target customers. The
company has also taken steps to expand customer base for fruit and vegetable juice in
various Asian countries, namely, South Korea, Indonesia and the Philippines.

Last year the company also expanded production capacity and the marketing
campaign for Aura mineral water to accommodate higher market demand. Aura mineral
water is drawn directly from a natural cold spring located in one of Thailand’s best

preserved natural environments.
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In 2014, the company maintained marketing activities for bottled Oolong
Tea OTPP under the brand name Suntory Tea Plus which emphasizes health benefit,

unique taste, and the refreshing quality of tea.




18

CHAPTER V
INVESTMENT SUMMARY

5.1 Major Capital Investment in Mineral Water Business (Aura)

within 2-3 Years

For Tipco F&B, the major investment will be on Aura to facilitate its high
growth. High demand in the market is requiring the firm to increase its capacity to
support the higher production needs. Referring to Tipco’s managing director,
Mr.Ekaphol, for other Tipco business sectors, there is no plan for significant investment

within this five years.

5.2 Relative Valuation

Valuation multiple methods interpret a relative share price of the company
to the market. In other words, it tells us whether the company’s share price is relatively
lower or higher than its industry peers in comparison regarding the current price and the
outcomes of its management performance. Key indicators included are price to
earnings per share (P/E) ratio, price to book value per share (P/BV) and enterprise value
to earnings before interest, taxes, depreciation and amortization (EV/EBITDA). We
selected 4 companies as its main products are beverage which are MALEE, OICHI,
SAPPE and ICHI to compare with TIPCO. As mentioned earlier, only MALEE is the
closest peer as its main products are premium fruit juice while OICHI and ICHI are
mainly competing in tea and green tea based products, and specialty or functional drink
as for SAPPE. Even though all the methods we used suggest that the current price of
14.90 (as of 30 September 2015) is undervalued, we would prefer to express the target
price of TIPCO relative to its industry peers with P/BV method as the company has

comparatively P/BV to its peers, and the presence of loss does not affect its valuation.
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5.2.1 Price/Earnings Ratio (P/E): Target price 40.20-47.65 Baht per share

TRAILINGEPS

Price@sBTA/LS Q4/14 Q1/15 Q2/15 Q3/15 Q4/15 TRAILING®/E  FORWARD®P/E
— FORWARDIEPS
MALEE 29.00 0.54 0.61 0.59 0.42 0.84 13.41 11.79
OISHI 67.00 157 0.50 1.01 0.98 1.01 16.50 19.14
SAPPE 26.00 0.05 0.27 0.42 0.19 0.24 27.94 23.21
ICHI 15.70 0.16 0.24 0.25 0.09 0.18 21.22 20.66
AVERAGEEEPS 0.58 0.40 0.57 0.42 0.57
AVERAGE 19.77 18.70
TIPCO 14.90 -0.03 0.66 0.75 0.65 0.49 7.33 5.85
TARGET®RICE "~ 40207 47.65

Figure 5.1 PER Valuation Method

We used two approaches to calculate target price, trailing and forward. The
former takes the sum of EPS in the previous 4 consecutive quarter of TIPCO multiplied
by an average 4 quarters backward EPS of the industry peers of 4 companies. For the
latter the same formula is applied but 3 previous and 1 forecasted (so called ‘forward”)
EPS to be used. We can summarize that the target price looks very high because TIPCO
has been outperformed by its peers. By using the peer multiple to estimate value,
therefore, seems to be high accordingly. Another validation of this method used for
TIPCO is that one of the trailing EPS is negative.

5.2.2 Price/Book value (P/BV): Target price 15.04-33.62 Baht per share

TRAILING@BV

Pricemsim3/15 Q3/15 Q4/15 TRAILING®/BV FORWARDR/BV
- FORWARDBV
MALEE 29.00 8.19 8.59 3.54 3.37
OISHI 67.00 10.17 10.31 6.59 6.50
SAPPE 26.00 5.73 5.69 4.54 4.57
ICHI 15.70 4.60 5.01 3.41 3.13
AVERAGEEPS 0.42 0.57
AVERAGE 4.52 4.39
TIPCO 14.90 333 7.65 4.48 1.95
TARGETEPRICE 15.04 33.62

Figure 5.2 P/BV Valuation Method

We used two approaches to calculate target price, trailing and forward. The
former takes the sum of EPS in the previous 4 consecutive quarter of TIPCO multiplied
by an average 4 quarters backward EPS of the industry peers of 4 companies. For the
latter the same formula is applied but 3 previous and 1 forecasted (so called ‘forward”)
EPS to be used. We can summarize that the target price looks very high because TIPCO
has been outperformed by its peers. By using the peer multiple to estimate value,
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therefore, seems to be high accordingly. Another validation of this method used for
TIPCO is that one of the trailing EPS is negative.

5.2.3 Enterprise value/Earnings before interest, taxes, depreciation and
amortization (EV/EBITDA): Target price: 36.67-47.44 Baht per share

TRAILINGEBITDAPERBHARE

TRAILIN FORWARD®
Q4/14 Q1/15 Q2/15 Q3/15 Q4/15 5

EV@sDN3/15 EV/EBITDA EV/EBITDA
FORWARDEBITDAPERBHARE

MALEE 35.21 0.83 0.92 0.91 0.66 1.29 10.61 9.31
OISHI 72.91 2.69 L7/ 234 2.30 2.25 8.05 8.46
SAPPE 25.69 0.10 0.27 0.41 0.19 0.25 26.52 2291
ICHI 16.98 0.16 0.24 0.25 0.09 0.18 23.04 22.36
AVERAGEEBITDAPERBHARE 0.94 0.79 0.98 0.81 0.99

AVERAGE 17.05 15.76
TIPCOBETRAILINGITARGETEV 39.56 -0.32 0.85 0.96 0.83 0.55 " 7.67" 5.57
TIPCOBEFORWARDITARGETEY 50.33
EVRAsBD3/15 17.79
PRICERS®M3/15 14.90
[EAPLUSDebtierBhare 3.05
[ALESSTashperBhare 0.15 TARGET@PRICE 36.67 47.44

Figure 5.3 EV/EBITDA Valuation Method

EV/EBITDA does not only represent the real value of company but also the
management’s ability and corporate competency to create value by taking fixed assets
and taxation out of valuation. Like P/BV method, it allows investors to ignore any
presence of loss in earnings. We found out that TIPCO’s EV/EBITDA is relatively low
at 5.57 and 7.67 times in forward and trailing estimation. This results in high share price
estimated as the industry peers’ multiple compose high EV/EBITDA on average.
Again, the calculation is similar to P/E but more complicated in finding out its enterprise
value from its equation of EV = Market value of equity + Book value of debt — Cash
and cash equivalent. First we use trailing and forward of EV and calculate an average
of EV/EBITDA of the peers. We estimate TIPCO’s trailing and forward EV by
multiplying its EBITDA with the peers EV/EBITDA. The target price then takes the
estimated EV (both trailing and forward) minus cash and cash equivalent then add up
with book value of debt using the value at the end of September 2014 (Q3/2015).
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CHAPTER VI
FINANCIAL STATEMENT ANALYSIS: COMMON SIZE AND
TREND ANALYSIS

In financial statement analysis, we aim to provide an overall of risk and
return perspective, employing several ratios that help to normalize the class of assets,
source of funds as well as business activities and the performance outcomes so that can

be analyzed and interpreted.

6.1 Tipco Foods PCL and the Peers in the Industry

Analyzing financial statement and performance of Tipco Food PCL in
comparison with the industry peers, we only select listed companies which includes
MALEE, OISHI, ICHI and SAPPE. Even though all companies have similar revenue
structures that are generating from beverage, the closest rival, then will be more focused
is Malee Sampran PCL (MALEE) as its main revenue generated from fruit juice same
as Tipco. The table below provides an overview of financial performance of 5 selected
companies in the F&B industry sector with only TIPCO and MALEE are analyzed side-

by-side
asfiDecember2014 TIPCO MALEE OICHI SAPPE ICHI
GROWTH
Sales®evenuefBrowth@4-yearfAGR) 3.36% 6.83% 6.89% N/A  55.50%
PROFITABILITY
Gross@ProfitiMargin 30.55% 33.24% 33.91% 39.54% 34.21%
Operating®rofitdMargin -3.68% 8.67% 4.76% 16.57% 18.02%
Net@Profit@Margin 0.88% 6.44% 4.16% 22.72% 17.37%
OPERATINGEFFICIENCY
Current@Ratio 0.69 0.98 0.41 1.40 1.50
Quick@Ratio 0.26 0.51 0.28 1.09 1.04
Cashycle@onversionfdays) 86 87 -22 44 45
Daysln@nventory 106 82 18 47 44
Daystin@Receivables 41 51 16 41 50
Days@fPayables 61 46 56 44 48
TotalBssetsETurnover 1.01 1.84 1.47 1.67 0.80
Fixed@ssetsETurnover 1.45 3.89 1.72 3.84 1.02
INSOLVENCY
D/ERatio 1.10 1.75 1.42 0.74 0.90
TimelnterestEarned 0.82 11.59 6.14 125.21 11.26
INVESTMENT
ROIC -4.64% 16.73% 10.90% 39.04% 15.57%
ROA 1.17% 14.95% 6.99% 48.76% 14.39%
ROE 2.46% 41.06% 16.92% 84.99% 27.42%
EPS 0.11 2.23 1.39 2.44 0.83

Figure 6.1 Tipco Foods and the Selected Peers in the Food and Beverage Sector
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6.2 Highlights in the Finanical Statements Analysis: Common Size and
Trend

6.2.1 Sales Performance of TIPCO and MALEE

An overall performance in the previous year of TIPCO being outperformed
by its direct competitor like MALEE in terms of profitability. MALEE’s sales jump in
2013 surpassed TIPCO to reach over 6 billion Baht in sales revenue. However, both
TIPCO and MALEE suffered sales decline of -1.44% and -6.29% due to the sluggish
consumption in the premium fruit juice segment as well as the economic downturn.
TIPCO’s 5 years growth rate of CAGR is 3.1%, much lower than MALEE’s 11% growth
rate of CAGR

SalesRevenuel
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Figure 6.2 Sales Revenue and Growth Rate (2010-2014)

6.2.2 Performance in Profitability of TIPCO and MALEE
It was MALEE that outperformed its direct competitor, TIPCO, in generating profits.
Thanks to shared profit from its investment in associated company (Tipco Asphalt PCL)
that minimized its loss in core business operations. Even though the company equally
performed in keeping gross profit margin higher (see the upward trend of both
companies), MALEE eventually gained higher EBIT margin as well as net profit
margin. Looking into their operating cost structure (%), TIPCO has slightly lower cost
of sales (or COGS) at 63.1% while MALEE’s cost of sales was 71.8% in 2014 but

TIPCO has larger proportion of selling and administrative expenses with over 30%
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compared with less than 30% for MALEE. Clearly, we can see from the set of
diagrammes below showing that MALEE gained higher operating profit and net profit
of 8.7% and 6.4% respectively in the most recent year. Poor performance by TIPCO,
even though, may not significantly affect its retained earnings but earnings operating
loss does not much affect its retained earnings as the company still receive shared profit

from its investment in associated company and tax deferral.

TIPCO - Operating Cost Structure MALEE - Operating Cost Structure
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Figure 6.3 A Comparison of Cost Structure and Profitability of TIPCO and MALEE

6.2.3 Assets, Liabilities and Equity of TIPCO and MALEE
6.2.3.1 TIPCO Holds Larger Proportion of Non-current Assets
observing that by 2014 TIPCO had almost double-sized assets compared with MALEE
with approximately 5.5 billion Baht while MALEE’s total asset was about 3 billion
Baht. About 70% of TIPCO’s assets however are non-current. This was largely

contributed by long-term investment in associated company and we expect that this
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portion will be larger in the future. In the major working capital components, TIPCO
has accounts receivables, inventories of 8.8% and 17% respectively compared to 26.2%
and 26.7% in asset side held by MALEE. In the liabilities side, about 27% and 34.2%
of accounts payable held by TIPCO and MALEE. The set of diagrammes below depicts
changes in assets, liabilities and equity of both companies during 2010-2014
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Figure 6.4 Changes in Assets, Liabilities and Equity of TIPCO and MALEE

6.2.3.2 TIPCO’s total asset significantly decreased by 10%
approximately due to decreasing value in most fixed asset (PPE) and shareholders’
equity because of loss while MALEE’s total asset slightly fell from 2013 by 0.88%.
Both were affected by sales decline and less operating activities. However, over the
past 5 years both companies have an increasing total assets by 2.8% and 4.4% for TIPCO
and MALEE respectively (CAGR) and we expect to see its continual growth when the
economy is recovered

6.2.3.3 Clearly both TIPCO and MALEE had increased their
S/T debt significantly. By the end of 2014, TIPCO had the total amount of S/T debt (in
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bank overdraft and promissory notes) of 1.46 billion Baht or 26.6% of liabilities and
equity (D&E), slightly fell from the 2013 whereas MALEE’s total S/T debt was more
than tripled from 2013 to nearly 600 million Baht or 22.3% of D&E

6.2.4 Assets Utilisation and Productivity of TIPCO and MALEE

6.2.4.1 MALEE still gained higher productivity even though
illustrating drop in asset utilization observing that a sharp increase in sales led MALEE
gained higher productivity in terms of using assets than TIPCO. As both companies are
manufacturer, they compose large proportion of fixed assets (PPE) to produce products
and sell. We measure both total asset and fixed asset utilization in the common size
analysis. Indeed, declining sales adversely affected using in this asset class as we see
in the line chart above that MALEE had more affected than TIPCO. Falling sales in
2013 clearly lowered fixed asset turnover from 5.50 to 4.23 for MALEE while TIPCO
had lesser effects.

6.2.4.2 TIPCO significantly improved its operating efficiency
but short-term risk still higher observing that some improvement from TIPCO’s
management. All the ratios in appendix 9 show a reduction from 149 to 106 days in
inventories, close to its rival’s 82 days. TIPCO’s inventory turnover was 3.5 turns,
however, lower than MALEE’s 4.5 turns in 2014. Both companies’ payable collection
period has been comparable although in 2014 TIPCO performed slightly better than its
rival with 41 days of collection period compared to MALEE’s 51 days. Payable deferral
period by the year end was performed well by TIPCO, currently in 61 days compared
to 46 days of MALEE. Notably MALEE has shortened its payable period to its trade
creditors that eventually caused longer cash cycle conversion. It is believed that
MALEE could have used trade discount to lower cost of sales as the company had
largely gained cash on hands. This excess cash was used as operating assets. As for
short-term liquidity risks, Current ratio and quick ratio indicate that TIPCO has lower
liquidity in its current assets as the company possesses more fixed assets. TIPCO’s both
ratios has been declining every year since 2010 at now stand at 0.98 and 0.51 for current
and quick ratio respectively. In contrast, an outstanding sales and profit growth

performance by MALEE has improved its both ratios significantly.
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Figure 6.5 A Set of Liquidity and Operating Efficiency Ratios: A Comparison of
TIPCO and MALEE

6.2.5 Financial Risk Ratios of TIPCO and MALEE

TIPCO’s continually underperforming create higher long-term financial
risks as the insolvency ratios in appendix 10 shows that TIPCO is still has the highest
financial risk as it composes the lowest interest coverage ratio or time interest earned
(TIE) of 0.82, continually decreasing from 4.14 in 2010. This is due to operating loss
in its core business. MALEE gains financial strength as its TIE ratio continually
increases from 4.23 in 2010 to 11.59 in 2014 even though the company has larger
proportion of interest-bearing components in total debt (liabilities) from 0.16 in 2012 to
1.09 in 2014. Both TIPCO and MALEE have decreased in their proportion of liabilities
to the total equity. Due to high sales growth and profit, MALEE have paid off and
significantly reduced its debt to equity ratio (D/E) from 3.69 to 1.75. As for TIPCO, its
D/E ratio has reduced from 1.34 to the current level at 1.10. By taking account of

interest bearing debt only
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Figure 6.6 A Set of Insolvency Risk Ratios of TIPCO and MALEE

6.2.6 Investment Performance Perspectives of TIPCO and MALEE

The final outcomes of business operating performance. MALEE has been
performing outstandingly represented by all indicators above. Using earnings before
interest and taxes (EBIT) over an average total assets and total shareholders’ equity, we
dervided TIPCO’s ROA and ROE standing at 1.17% and 2.46% respectively at the year-
end of 2014 showing its decline from the previous year. In contrast, MALEE has
maintained its far high return on assets and equity even during the sluggish economy
with 14.95% and 41.06% in ROA and ROE respectively. Also, MALEE has paid

dividend handsomely as the company enjoyed its high profits.
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Figure 6.7 A Set of Diagrammes of Investment Performance Comparing Between
TIPCO and MALEE (ROA. ROE and EPS)
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CHAPTER VII
INVESTMENT RISKS AND DOWNSIDE POSSIBILITIES
ANALYSIS

7.1 Risks in Higher Operating Costs

Type of risks: Operational risks

Causes: Draught conditions / Contract or compliance violation /

Replacement of other agricultural commodities

Likelihood: Most likely / Moderate / High

Severity: High

Account for 26-37% in source of revenue over the past 5 years, canned
pineapple and pineapple juice concentrate production require stability in its raw material
supply. According to information from the company management that fluctuation in
RM supply quantity throughout the calendar year create waste in production and led to
higher cost per unit, particularly direct labour. Fluctuation of RM supply ranges broadly
from 5,000 to 20,000 tons a month (17,000 tons a month as full capacity). This is the
biggest challenge in its operation. It is recommended that to optimize cost of production,
RM quantity should be supplied at around 12,000-14,000 tons a month with highest
consistency. However, we are not too optimistic as we believe that the situation will
continue for at least for a short run or until contract farming strategy is fully
implemented (in full scale) by 2017 which will make a positive impact upon cost of
production terms of stabilizing raw material costs, quantity supply as well as quality.
Although the company hedged against this risk, we still anticipate some small farmers
might violate the contracts if price rises much higher than the price fixed. Also, some
farmers might not be able to comply with required standards. In addition to that, high
price of pineapple due to draught conditions as well as plantation replacement of other
agricultural commaodities used for industry products which have caused less output of
pineapple and thus led its market price at its peak. We therefore anticipate this risk will,

if unsuccessful, increase total cost of sales by 2-3% higher than expected COGS
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(consolidated) by assuming that Cost of sales in pineapple business remain unchanged

at about 95%.
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Figure 7.1 Pineapple Raw Material Price Movement (2009-2015)

7.2 Risks in Higher Financial Costs

Type of risks: Financial risk

Causes: Higher demand for working capital / Rising in interest rate

Likelihood: Moderate / Most likely

Severity: High / Significant

There are two possibility for higher financial costs. First, higher demand for

working capital might lead to short-term borrowing requirement. Second, anticipation

of rising interest rate. Without having well-managed in working capital will get the

company running out of cash, and thus require short-term borrowings at higher financial

costs. Recent unpleasant performance raises out concern over any of this circumstance.

As for rising in interest rate, even though the world economy is still fragile, there are

signs of recovery in many countries such as USA. Rising in interest rate in following

of USA will surely lead to higher financial costs as the company are still expected to

hold a large amount of debts for a few years to come
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7.3 Risks in Labour Shortage That Causes Disruption in Production

and Lower Productivity

Type of risks: Operational risk

Causes: Rising in retail business / Urbanization effects

Likelihood: Most likely / Most likely

Severity: High

As the company is engaging in the labor-intensive industry whereas
urbanization effects and the mushrooming retail business demotivate local labors to
work in manufacturing. Machinery replacement will mitigate this risk in the long run,
but then again, a large investment for purchasing and installing machinery is required.
The management then must ensure that new large investment will be paid off. As
pineapple has been struggling in sales and profit, it would be questionable for the

management to be committed in the long term engagement in this business

7.4 Risks in Losing Market Share

Type of risk: Market risk

Causes: New entrants / Higher bargaining power of retailers

Likelihood: Moderate / Most likely

Severity: Significant

We anticipate fiercer competition ahead as well as changes in consumers’
taste and preference. This includes a number of existing direct and indirect competitors
in beverage market and new comers. The ASEAN Economic Community (AEC) will
promote such competitive environments. This is not only direct competition in beverage
products offering but also related businesses both in upstream like agricultural product
supply and in downstream such as logistics. The liberalization of labor, technology and
knowledge transfer at lower costs will reshape competitive arena in the industry. Losing
market share will possibly be cased by higher bargaining power of large retail business
operators. Occupancy in product shelf space becomes highly competitive and it is the
company management to ensure that the products offering meets market demand as well

as keeping up strong relationship with those retail operators
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CHAPTER VIII
CONCLUSION

We can draw up a conclusion of the equity research and analysis of Tipco

Foods PCL using the particular technique of relative multiples that the derivation of

using relative multiples from all three ratios suggest that TIPCO’s stock price is

undervalued, and thus an investor should invest in this company.

Apart from its relative value derived from the multiples valuation, we can

also take fundamental aspects of the company as the followings.

Tipco is a market leader in fruit juice with 43% market share, and is aiming
to maintain this large piece of pie through marketing campaigns

Contract farming strategy will secure raw material quantity, and will lead to
higher efficiency in production processes and cost reduction

Focus shift to ready-to-drink business and other related businesses

New investment provided to support sales growth of Aura mineral water in
the market worth more than Bt 2.3 billion with growth rate is at 18-19%
Market expansion to Asian countries, particularly South Korea where
products under Tipco brand becomes no. 1 imported fruit juice market

New strategy and operations for Squeeze juice bar in retail business

Large shared profit from associated company converses its current financial
performance

4 associated risks are exposed and described including operational, financial
and market risks which adversely affect the company’s value both in the

short term and long term

However, considering that the company’s overall performance largely

depends upon its associated company (Tipco Asphalts PCL) in which its value might be

misrepresented. Moreover, when relative valuation particularly require comparable
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peers in the industry since its value is adjusted to the average performance and value of
the industry, only one out of the four companies selected for this approach might bring
some arguments against its accuracy. It is, therefore, the study should consider other
methods in valuation such as discount cash flow (DCF) where the intrinsic value of the

company itself is more exposed and analysed.
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APPENDICES

Appendix 1 SWOT Analysis
Strengths

- Tipco is a well-known brand with high brand equity among all consumers both
domestic and international

- Technological advancement and R&D adopted guarantee the high quality and
product innovation

- Products are positioned as premium fruit juice yet affordable which captures the
middle to high income consumers. These consumers are considered brand loyal,
so Tipco has its strong base consumers.

- Being a leader in the market, Tipco has gained over 40% of market share and is
developing strategies to gain more in the future

- Skillful employees are able to help Tipco achieve the strategic goal. Tipco
human resources are the asset of the company

- High accessibility of the distribution. The products are widely distributed across
country with high shelf life and product range.

Weaknesses

- Prices are relatively more expensive than competitors in the market.

- Apparently Tipco has low gross profit margin which implies that the rate of cost
increase is higher than that of sales.

- Too many variety of products provided causes the cannibalization. For instance,
there are 8 types of orange juice offer to the market. It is very difficult for
consumers to distinguish between each product.

Opportunities

- Expansion across Asean market especially in Korea, as they have higher
consumption and purchasing power for fruit juice.

- AEC expansion allows to increase market size through a more open market.
Higher awareness as well as higher sales volume expected.

Threats
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- Less consumption of UHT/Pasteurized fruit juice. People are more health
conscious when it comes to drinking fresh fruit juice. Concerning more on
selecting clean food, they turn to freshly squeezed juice.

- High number of substitute products offering from both direct and indirect
competitors. The substitute products are such as soft drinks, coffee, and tea are
offered to the market at lower price.

- High bargaining power of consumers as there are many products provided in the
market.

- Inconsistent quality of raw material since some fruits are harvested seasonally.

When it’s off-season, the products might not pass the quality standard.

Appendix 2 Five Forces Analysis
Degree of Rivalry (High)

The degree of rivalry is very high as there are many fruit juice brands and
manufacturers in the industry. Due to the news, the market leaders like Malee, and Unif
are planning to increase the production capacity as well as joining with overseas partners
to distribute products in their countries. Low market growth rate as there are more
options in the market that offer identical products. Due to high fixed costs and lower
product costs that lead to temptations to cut product price. Each firm has launched as
many products in the market to gain more shelf space and create higher awareness
among its competitors. Furthermore, consistently having sales promotion makes fruit
juice a very competitive business.

Bargaining power of buyers (High)

Buyers are always demanding for better quality or more variety of products
at cheaper price. They have negotiating leverage with the companies and put pressure
over price reductions. In this industry, buyers are strong, because there are many firms
producing fruit juice; it is easy to find other suppliers in the industry.

Bargaining power of suppliers (Low)

Thailand is a tropical country that grows high quality fruits and supply to
the manufacturing companies for further processing. There are plenty of fruits suppliers
in the industry so sourcing for new suppliers can be very easy. Since Tipco is a leader

in consumer products such as fruit juice and canned pineapple, it has bargaining power
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over the suppliers. Each purchase of the raw materials is in large quantity. Moreover,
due to contract farming with local suppliers allow the company to enjoy stable cost of
raw materials. Thus bargaining power towards suppliers for Tipco is low.

Threat of new entrants (High)

Apart from the high margin for fruit juice, the Initial startup investment for
fruit juice business is low. Technological advancement needs for the production is not
very complex. Furthermore, there are many suppliers of raw materials in the market.
There is still high demand for the products in the market. All of these factors make fruit
juice industry very attractive, drawing new entrants into the industry.

Substitute products (High)

This industry has large numbers of substitutes like water, beer, wine; coffee,
milk, tea, and etc. are available to the end consumers. Threat of substitute product is
countered by soft drink industry by huge advertising, brand equity, and making their

product easily available for consumers, which most substitutes cannot match.

Appendix 3 An illustration of impacts form risk upon cost of sales in pineapple

business

TIPCO FOOD 2010 2011 2012 2013 2014 2015 2016E 2017€ 2018 2019E
— Sales| 2515443 | 2456308 | 2397625 3J68038] 2,113,300 ] ll 5793650 6,094340 6,410,637 6,743,349 7,093,329
________ Cost of salesi 2,459,359 | 2,052,695 | ] Subsidiaries 4353,350 4,654,040 4,070,337 5303049 5,853,029
i OTE%| B3,5%] 85,15/ 95, 3% 95,1%] Tipco Food (Pineappla business) 1,440,300 1,440,300 1,440,300 1,440,300 1,440,300
average 91.4% Weighted Tipeo Food 24B6%  23.63%  2247%  2136%  20.30%
Weighted Subsdi T5A4%  TE.7%  F7.53%  FREA%  TO.70%
. Sales| 2198336 | 2366778 | 3,044,455 * 3,320,161 | 3,394,495 Assumed COS for Tipeo Foad | 93.0%] O0_0% 90.0%] 85.0% 85.0%
T Teoes| 1072513 | 1,300,032 | 1Ee0181] 1868148 1816274 Assumed COS far the rast 55.0% | 55 0% 55.0%]| 55,03 55.0%
%) 4,5%] 51.6%] 545%) 6.3%! 53.5%! 23.1% 21.3% 20.2% 18.2% 17.3%
average 52,050 41.3% 42.0% 42.6% 43.3% 43.8%
CONSOLIDATED Assumed total COS 644%  63.3% @ $29%  G6L4%  6LA%

Sales| 4,713,779 | 4825086 5,442,130 5588100 55077205 |
____COGS| 3,531,882 [ 3,274,827 | 3,700,197 | 4,030,334 | 3,825,353 | target CO5 70.0% 67.0% 65.0% 65.0% 65.0%

) 4, 0% | 67,00%] 6E.0%] 72.1%) 50,5061
Imgliad COS 67.4%  663%  65.0%  644%  64.1%
+-3% [ o] zoow]  300%] 300  300%
Assumed €O for Tipco Foo 95.00]  05.0%]  05.0%] 9500  95.0%
Assumnad CO'S for the rest S5.0%|  55.0%]  55.0%| 55.0%] 55.0%

Implied COS (risk exposed) 67.9% 67.5% 67.0% 66.5% 66.1%




Appendix 4 Classification and assessment of associated risks to investment and

business operations

SEVERITY

Moderate

Significant

Most likely

(>80%)

Rising in interest rate

Higher bargaining
power of retail

]

Draught conditions

Rising in retail business
(causing labor shortage)

Urbanization effects

High (61-
80%)

Pineapple plantation
replacement

LIKELIH

Moderate
(40-60%)

New entrants (causing
higher competition)

Violation to farm
contracts or standard
compliance

Higher demand for
working capital

Low (<40%)
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Appendix 5 A summary of financial performance of 5 selected companies in the F&B

industry sector

asflDecember2014
GROWTH

Sales®RevenuelGrowth{4-yearAGR)

PROFITABILITY
Gross®Profit@Margin

Operating@Profit@Margin

Net@ProfittMargin

OPERATINGEEFFICIENCY

Current®Ratio
QuickMRatio

Cash[Tyclefonversiondays)

Days@nAnventory
Days@n@®eceivables
Days@fPayables
Total@AssetsfTurnover
FixedBAssetsETurnover
INSOLVENCY
D/ERRatio
Timelnterest#arned
INVESTMENT

ROIC

ROA

ROE

EPS

TIPCO

3.36%

30.55%
-3.68%
0.88%

0.69
0.26
86
106
41
61
1.01
1.45

1.10
0.82

-4.64%
1.17%
2.46%

0.11

MALEE

6.83%

33.24%
8.67%
6.44%

0.98
0.51
87
82
51
46
1.84
3.89

1.75
11.59

16.73%
14.95%
41.06%

2.23

OICHI

6.89%

33.91%
4.76%
4.16%

0.41
0.28
-22
18
16
56
1.47
1.72

1.42
6.14

10.90%
6.99%
16.92%
1.39

SAPPE

N/A

39.54%
16.57%
22.72%

1.40
1.09
44
47
41
44
1.67
3.84

0.74
125.21

39.04%
48.76%
84.99%

2.44

ICHI

55.50%

34.21%
18.02%
17.37%

1.50
1.04
45
44
50
48
0.80
1.02

0.90
11.26

15.57%
14.39%
27.42%

0.83
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Appendix 10 Statement of Cash Flow (ACTUAL, 2010-14)

CASHFLOWin®housand)
PROFITHLOSS)BEFOREFINANCIALELOSTSBAND/ORANCOMERTAXEXPENSES
DEPRECIATIONBANDEBAMORTISATION
BADEDEBTEANDEDOUBTFULEACCOUNTSHREVERSAL)
LOSS®NEDBSOLESCENCEHREVERSAL)
LOSSEDNEDIMINUTIONANZVALUEEDFANVENTORIESHREVERSAL)

SHAREEDFHPROFIT)ALOSSEFROMANVESTMENTSBACCOUNTEDFORASINGETHEEQUITYBMETHOD

UNREALISEDEGAIN)ELOSSEDNEFOREIGNELURRENCYEXCHANGE
IMPAIRMENTEALOSSEDFFIXEDBSSETSHREVERSAL)
IMPAIRMENTALOSSEDFEDTHERBASSETSHREVERSAL)
(GAIN)ELOSSEDNEDISPOSALEDFEDTHERANVESTMENTS
(GAIN)ELOSSENEDISPOSALEDFEFIXEDASSETS
LOSSEDNBVRITE-OFFANVESTMENTS

FINANCERLOSTS

OTHERMRECONCILIATIONATEMS

CASHFLOWSFROMFUSEDAN)DPERATIONSBEFOREECHANGESANGDPERATINGEASSETSEANDE!

LIABILITIES§summationiff-14)
(INCREASE)EDECREASEANEDPERATINGEASSETS
INCREASE{DECREASE)ANEDPERATINGEIABILITIES
CASHEGENERATEDFROMEDPERATIONSHsummation®fd-14,75,76)
INTERESTRECEIVED

INTEREST@PAID

INCOMEGTAXEPAID

NETEASHEPROVIDEDBYHUSEDAN)DPERATINGERCTIVITIESHsummation®f 7-20)

(INCREASE)@ECREASEANBHORT-TERMANVESTMENTS
(INCREASE)@ECREASEANAL.ONG-TERMANVESTMENTS
(INCREASE)@DECREASEANEDTHERANVESTMENT
(INCREASE)AECREASEANAONG-TERMALOANSEE THERPARTIES
(INCREASE)@DECREASEANEPROPERTY,FPLANTBANDEEQUIPMENTS
(INCREASE)@ECREASEANANTANGIBLERASSETS
DIVIDENDSRECEIVED

INTEREST@RECEIVED

OTHERATEMS

NETELASHEPROVIDED®BYRUSEDAN)ANVESTINGRACTIVITIES§summatiombfi-9)

INCREASEDECREASE)ANBHORT-TERMBORROWINGSEFROMEFINANCIALANSTITUTIONS
INCREASEFDECREASE)ANAONG-TERMBORROWINGSFROMEFINANCIALANSTITUTIONS
INCREASEHDECREASE)ANEDTHERAOANFROMEFINANCIALANSTITUTIONS
INCREASERDECREASE)ANALONG-TERMBORROWINGSFROMMRELATEDPARTIES
INCREASEEDECREASE)ANELONG-TERMEBORROWINGSEFROMEDTHERPARTIES
INCREASEHDECREASE)ANFINANCEAEASERCONTRACTIIABILITIES

DIVIDENDEPAID

OTHERATEMS

NETECASH®PROVIDEDBYHUSEDAN)FINANCINGEACTIVITIESFsummation®fil-8)

NETANCREASEDECREASE)ANELASHANDEASHEQUIVALENT
EFFECTEDFEXCHANGERATELHANGES@DNTASHRANDIASHEQUIVALENTS
CASHBANDECASHEQUIVALENTS,BBEGINNINGBALANCE
CASHAANDASHEQUIVALENTS,ENDINGEBALANCE

2010A

(THEFEAEEL 78, 759
(A 86,688
TRERARERARE 200)
L8, 678)

[TRR 45,154)
(THFAOERAAREL 5, 6 24

(TS, 7 88

(TS 5, 548
(TEFFFTRITERANAEEIL 89

2011A

(TS 69,813

lLiiiiiiiiiiiii )]

[T 78,960)
[T O, 704

(T , 87 5
(TS 2,554
(TR , 49 1

2012A

TR 77,059
220,722
(FEFFFFFFPEFFFFRECCER( 22)
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(TR 6 7,928)
[Ty 2,008)
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izt SEP))
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[FEFFFFFPACERTTRy , 97 3
[FFEEEATRR 02, 496)
(TR 1,640

[HATR10,068)
T 728)
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(RS, 772
TS, 881
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2014A

[AFRL5,050)
TR 50,992

12, 147)

(TR 29,273
(LA, 770)

(TS S, 957
(TS, 090

[T 78,565

i vy}
i ko)

(T3 17,479)
. 422)

[liiiiiiiiaiiiiii (NN
[FATTR 04)

TS 19,805)

L 15,937)
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(FFFFFPFFEEEEEFFFFIAA 3)
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T 75)
(TS
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(TR 6,000
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iy
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(RIS A, 746
(S 1,150

TS 03,971
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(TS 20)
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(TS
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(FFFFFEEFFEFEEENN, 933
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Appendix 11 Statement of Cash Flow (FORECAST, 2015-19)

CASHFLOWHin®housand)
PROFITELOSS)BEFOREFINANCIALEZOSTSBAND/ORANCOMEETAXEXPENSES
DEPRECIATIONBANDEAMORTISATION
BADMEBTANDIDOUBTFULEACCOUNTSHREVERSAL)
LOSSEDNEDBSOLESCENCEHREVERSAL)
LOSSEDNDIMINUTIONANZALUEDFANVENTORIESHREVERSAL)

SHAREEFHPROFIT)AOSSFROMANVESTMENTSBACCOUNTEDFORMWSINGETHEEQUITYBMETHOD

UNREALISEDEGAIN)AOSSEDNFOREIGNIZURRENCYEXCHANGE
IMPAIRMENTEOSSEDFEFIXEDEASSETSHREVERSAL)
IMPAIRMENTAOSSEDFEDTHERASSETSHREVERSAL)
(GAIN)ELOSSEDNEDISPOSALEDFEDTHERANVESTMENTS
(GAIN)EALOSSEDNEDISPOSALEDFEFIXEDEASSETS
LOSSEDNAVRITE-OFFANVESTMENTS

FINANCERLOSTS

OTHERMRECONCILIATIONATEMS

CASHFLOWSFROMAUSEDAN)DPERATIONSBEFORELHANGESANIDPERATINGAASSETSAANDE ~

LIABILITIES§summation®fi-14)
(INCREASE)@DECREASEANEDPERATINGRSSETS
INCREASEFDECREASE)ANEDPERATINGAIABILITIES
CASHEGENERATEDEFROMEDPERATIONSEsummation@®f-14,85,6)
INTERESTERECEIVED

INTERESTEPAID

INCOMEETAXEPAID

NETEASHEPROVIDEDBYHUSEDAN)DPERATINGERACTIVITIESsummation®f7-20)

(INCREASE)@DECREASEANBHORT-TERMANVESTMENTS
(INCREASE)@ECREASEANALONG-TERMANVESTMENTS
(INCREASE)@ECREASEANEDTHERANVESTMENT
(INCREASE)E@DECREASEANAONG-TERMAOANSBEED THERPARTIES
(INCREASE)EDECREASEANEPROPERTY,EPLANTRANDEQUIPMENTS
(INCREASE)EDECREASEANANTANGIBLERASSETS
DIVIDENDSHRECEIVED

INTERESTRECEIVED

OTHERATEMS

NETEASHPROVIDEDBYHUSEDAN)ANVESTINGRACTIVITIESEsummatio®fi-9)

INCREASEFDECREASE)ANBHORT-TERMEBORROWINGSFROMEINANCIALANSTITUTIONS
INCREASEFDECREASE)ANELONG-TERMBORROWINGSFROMEINANCIALANSTITUTIONS
INCREASEFDECREASE)ANEDTHERAOANFROMEFINANCIALANSTITUTIONS
INCREASEHDECREASE)ANELONG-TERMBORROWINGSFROMRELATEDPARTIES
INCREASEHDECREASE)ANELONG-TERMEBORROWINGSFROMEDTHERPARTIES
INCREASEHDECREASE)ANEFINANCEAEASEGCONTRACTILIABILITIES

DIVIDEND®PAID

OTHERATEMS

NETEASH@PROVIDEDBYHUSEDAN)FINANCINGEACTIVITIESgsummation®fi-8)

NETANCREASEADECREASE)ANEASHANDZLASHEQUIVALENT
EFFECTEDFEXCHANGERATEECHANGES@D N ASHAANDIASHEQUIVALENTS
CASHEANDEASHEQUIVALENTS,BEGINNINGEBALANCE
CASHEANDEASHEQUIVALENTS,ENDINGBALANCE

2015F 2016F 2017F 2018F 2019F
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eisininianinicc SO i v O s iy
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iSO iSO i O s SO i i .23

(T2 8,664) (MHHTG6,521) [FHm95,337) HHHmH100,095) [HHHTH105,089)
r r r r r

[ANTAE39,684  [NN,094,038 [FHNTNN,237,082 [FHNME,370,129 [MHHE,460,630

(FEFTIERRCCRY| 74 8)  (EEFEFFEFEFPROROENQO7) (FEFFFPFFFENTON(1,076) (EPFERFREREEEREEY|1,292) [EEEEEREERREERTENL,550)
G 72,770) (EG01,409) FHHRB90,916) MHMMGA49,553) (TG 16,986)

[WMTGB09,181) (MMN328,684) [MMNBA49,418) MNMMMNB71,450) MHIMB94,891)

mmoo 981 mmmw 815 MSS 446 MSO 916

WIZ 361) m3,l41 (OO 3,970  (REPEEREFRFEOEFALA,851
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Appendix 12 Business Structure: Company and its Subsidiaries

TIPCO
50% 2421 %
TIPCO F&B ¢ » TASCO(Associated Company)
100%,
TFB DISTRIBUTION
100% TIPCO BIOTECH
75.49%
TIPCO RETAIL  [*

Companies with Common Shareholders/Directors

THANOMWONGSE

| SIAM CONTAINER TERMINAL

A 4

RUAMSAPSIN

Appendix 13 Organisational Structure, Board of Director and Management

Internal Audit Department

Organization Chart

Board of Directors (12)

Subcommittee (4)

Audit Committee (3)

Nomination and Remuneration Subcommittee (3)
Corporate Governance Subcommittee (12)

Risk Management Committee (8)

Eal o

Managing Director

Management Team

Agro-industrial

Business

Enabling
Consumer Business

Functions
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Appendix 13 Organisational Structure, Board of Director and Management (cont.)

Board®ftDirectors

1. Miss Laksana Supsakorn

2. Mrs. Anurat Tiamtan

3. Mr. Somchit Sertthin

4. Miss Roumsin Supsakorn
5. Mr. Sitilarb Supsakorn

6. Mr. Surachet Supsakorn

7. Mr. Virat Phairatphiboon

8. Mr. Chalit Limpanavech

9. Mrs. Achara Pricha

10. Mr. Paisal Pongprayoon

11. Mrs. La-or Chaowanamayta

12. Mr. Ekaphol Pongstabhon

13. Mr. Phicharn Sluckpetch
Audit Commitee

1. Mr. Virat Phairatphiboon

2. Mr. Paisal Pongprayoon

3. Mrs. La-or Chaowanamayta

4. Miss Wantanee Puapadong

Chairman

Director

Director

Director

Director

Director
Independent Director
Independent Director
Independent Director
Independent Director
Independent Director
Managing Director

Secretary

Chairman
Member
Member

Secretary

Nomination and Remuneration Subcommittee

1. Mr. Paisal Pongprayoon
2. Mr. Surachet Supsakorn
3. Mrs. Achara Pricha

Corporate Governance Subcommittee

Chairman
Member

Member

All members of the Board of Directors shall serve as members of the Corporate

Governance Subcommittee.

Risk Management Committee
1. Mr. Ekaphol Pongstabhon
Mr.

=

Prasong Aimmanoj

M

=

. Phicharn Sluckpetch
Mr.

=

Phongphan Keeratiwasin
. Cholada Charoensri
Ms. Kaewkarn Rattanamuchim

Ms. Tassaneeya Laohapruetisan

© N o o A W N
£
(2]

Ms. Kanittha Seubchakdee
Management@eam
1. Mr. Ekaphol Pongstabhon
. Mr. Seishi Ueno
. Mr. Prasong Aimmanoj

2

3

4. Miss Nitima Aungaticharts

5. Mr. Peerapong Archawapongsawat
6

. Mr. Panu Satienpoch

Chairman

Vice Chairman
Member
Member
Member
Member
Member

Secretary

Managing Director

Chief Operating Officer

Chief Financial Officer - Agro-industrial Business
Chief Financial Officer — Consumer Business
Business Director — Consumer

Chief People Officer and Information Technology

Officer
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Appendix 14 Major Shareholders and Free Float

Minor 5,639 %BharesdnMinorBhareholdersi%Freeloat)d 41.56

Shareholders2

Totald 6,027 %BharesAnBcriplessiHoldingl 70.49

Shareholders

EN MajorBhareholders Nationality #Bharesk %Bhares
1 |neansdnmsiiadas THAI 57,555,643 11.93
2 |uduadmsiasas THAI 48,437,398 10.04
3 [wasdumsiiasheas THAI 38,039,299 7.88
4 [u.aalfesdumswashas THAI 30,379,328 6.3
5 |u.d.adwanmsdisdas THAI 28,068,767 5.82
6 [uvausduagnduny THAI 26,966,765 5.59
7 [woanadedeswgi THAI 11,599,846 2.4
8 [STATEBTREETBANKEANDETRUSTR AMERICAN 10,888,000 2.26
9 |u.d.unnamsiiadas THAI 10,032,520 2.08
10 |@.eu.nudf@Eyatden THAI 9,143,074 1.89
11 [wasydudanduny THAI 8,096,876 1.68
12 |waananse@Eyadian THAI 7,740,600 16
13 |usEdAlneai@srsaang THAI 6,243,596 1.29
14 |u.d.aduanmsvisdag THAI 5,792,500 1.2
15 |u.d.aquafyumgITad o THAI 4,700,000 0.97
16 |wasne@sdsand THAI 4,475,000 0.93
17 |uargudBbaisssuaa THAI 4,000,000 0.83
18 [uwenAdmanTsan THAI 4,000,000 0.83
19 |unvasdrsdnaanTsan THAI 3,200,000 0.66
20 |wadundsaRiingg THAI 2,830,135 0.59
21 |uvdsgnaanfuuny’ THAI 2,710,000 0.56
22 |waAnnYANRTIUTENS THAI 2,500,000 0.52

Nationality

Rank Nationality #BharesfShares) #Bhareholders

1 |THAI 468,243,565 6,008
2 [AMERICAN 11,010,471 5
3 | BRITISH 2,717,892 6
4 |SWISS 561,200 3
5 |OTHERS 31,931 2
6 | DANISH 13,310 1
7 |FRENCH 871 1
8 | TAIWANESE 400 1

Remark

"TheBtockExchange®fiThailand",thereby,?
refers@ofTheBtockExchange®fEThailandEn?
its@ole@s@n@ntitytholdingBecuritieso?
Thefist®bf@hareholdersds@hownibothin®hel
ThaindEnglishdanguage,@lepending®ni



Appendix 15 Corporate Governance Policy

. The Board of Directors shall be supervised to ensure efficient performance of duties in
accordance with the assigned roles and responsibilities.

. Internal control and business risk management systems shall be implemented efficiently and
systematically.

. Guiding framework shall be provided and strategies/business plans reviewed in collaboration
with the management.

. Conflict of interests shall be prevented.

. All shareholders and stakeholders shall receive equitable and fair treatment.

. Principles of transparency, integrity and accountability shall be observed in all business
operations.

. Information, particularly operating results and financial statements, shall be adequately
disclosed to stakeholders.

. The Company’'s code of conduct manual shall be made available to directors, the
management and all employees for their compliance therewith.

. CSR activities shall be implemented in concrete forms.
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