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 Risk Management10
10.1 Business Risk

Risks Due to Reliance on Major Raw Material 
Suppliers and Distributors.

 The main raw material in the company’s production 
process is seaweed, which is an order from overseas, 
mostly from Korea. Because it is produced for domestic 
consumption and for export. In the past 3 years, the 
company ordered it from Korea more than 90% of the 
total order value of seaweed each year.

 In fact, the company ordered a large number of 
seaweed from one producer, it can be said that the snack 
business of the company at the risk due to reliance on 
this large raw material supplier and distributor. In the case 
that it cannot supply the seaweed to the company 
according to the price and quality requirements which 
will affect the operation of the company significantly.

 In regard to risk management, the company plans 
to use seaweed for the whole year to pre-order contracts 
with manufacturers and distributors, and seaweed are 
stored for sufficient production at least 60 days. Also, 
there are guidelines for selection the manufacturers and 
distributors with long experience, a good reputation in 
the market, and a good financial position to expand the 
order of seaweed to other producers and distributors. This 
reduces the risk of reliance on the only one manufacturer 
and distributor.

Risk of Reliance on Major Customers

 The company merchandises its product to 4 major 
customers with more than 10% turnover of sales revenue 
of the company. Each one consists of

1. One Convenience store in Thailand

2.  One Distributor in Thailand

3.  Two Distributors in China

 If the company lost these partners, It would affect 
the company income significantly.

 In regard to risk management, the company has good 
relationships with all 4 partners, one of them is the 
company’s business partner since the establishment of 
business. The company has a policy of diversification by 
increasing the proportion of sales to other partners, 
including expanding the market to other countries where 
increases by the company’s vision.

The Risk of Dependence on Seaweed-Related 
Products.

 Currently, company’s products are mainly related 
to seaweed by the sales of processed seaweed products 
accounted for more than 95%. This is able to affect if the 
customer group has changed its tastes of consumption 
or the unpopularity of seaweed consumption. This may 
cause the company loss of revenue significantly.

 In risk management, the company has set up a team 
to research and develop. its product continuously which 
can be divided into 2 groups:
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1.  Seaweed processed products are focused on 
improving the product quality with better features, 
new flavors or heath raw materials to its market. The 
Company has studied the consumer behavior, and 
explore new products affection on a regular basis.

2.  Seaweed unprocessed products, the company has 
been established a business development 
department which is responsible for developing new 
products to conform to a transforming consumer 
behavior such as “My Whey” product, etc.

The risk of Incapability to Renew the Land Lease 
Agreement at Noppawong Factory

 Since the company is located on several plots of 
land lease in Noppawong factory. If the company can not 
renew the land lease contract, whether it is a whole plot 
of land or some. As the matter of fact, the business would 
be disrupted and caused the loss of its income and 
reputation.

 In regard to risk management, the company has 
negotiated to renew the principal land lease agreement 
and pledged to renew the lease for 9-12 years from 2020. 
In addition, the second factory was opened at Rojana 
Industrial Park. where a factory is built in the company 
area since the second quarter of 2017 to support the sales 
growth rate continuously. In case of incapability of the 
lease renewing, the company can move production base 
into this new factory. There is also another plot of land 
at Lat Bua Luang that can be converted into another 
factory.

 In addition, if the lease agreement is terminated at 
Noppawong Factory, the ownership of the building and 
its extension will be transferred to the lessor whose the 

demolishment cost is out of the company’s responsibility.

The Risk from Volatility of Production’s Raw 
Material Prices

 The production and distribution costs of processed 
seaweed are mainly from the cost of seaweed. The price 
changing of seaweed will affect the operating cost of the 
company, and it affects the benefit capacity at last. As a 
result, the company is exposed to the risk of a price 
increase of seaweed.

 In regard to risk management, the company has 
implemented various measure to reduce the risk by 
entering into a 1-year contract with a raw material 

purchase agreement with the seaweed producer and 
distributor. The details of the contract will specify the 
price, quantity, and quality of the seaweed that the 
manufacturer and distributor must deliver to the company 
within this contract period. The company regularly 
exchanges market information with manufacturers and 
distributes to assess the situation and set the contract 
price to a reasonable level. These methods will reduce 
the risk of price volatility of some raw materials.

The Risk in the Industry Competitive

 Currently, in the snack food market, there are many 
manufacturers and distributors of processed seaweed 
because the snack business starts with a small investment 
in uncomplicated technology and procedure. The new 
entrepreneur can compete in the market easily both in 
the manufacturer and distributor of their own brand. The 
products are sold through convenience stores and 
department stores which is a direct competitor to the 
company. Also, other manufacturers and distributors with 
no product brand have sold their product at local shops 
and trade fairs. As a result, the rather similarly of 
characteristics in processed seaweed products affect the 
intense competition in the market. 

 In regard to risk management, the company has a 
very competitive advantage as the first entrepreneur in 
the business of processing seaweed, being able to build 
a wide-accepted brand in the industry.

 The market share in the country is about 60-70% on 
seaweed snack product group with a good recognition 
and awareness of brand by its consumers. As a result, 
consumers think of the company’s products firstly 
compared to the same competitors, it will affect the 
decision to buy the processed seaweed products of each 
consumer in the end.

 In addition, the company sets the budget for 
marketing each year to promote the company’s brand 
and products continuously. It is promoting through online 
and offline advertising media, in sponsorship participation 
of international artists’ concerts. The establishment of 
Taokaonoi Land as a channel to reach more consumers 
and hold an activity event letting consumers enjoy and 
win prizes. This policy will help the company to enhance 
the future competitiveness, to maintain the existing 
customer base continuously. We also support to expand 
our customer domestically and internationally.
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Risks from Operational Disruptions due to Force 
Majeure

 The business procedure may be interrupted due to 
the problem in the production process or the damage of 
the main asset used in business conduction, severely 
natural disasters affection, and other events: political 
unrest, serious accidents, terrorism, etc.

 In regard to risk management, the company has set 
guidelines for preventing and decreasing to the impact of 
disruptions due to force majeure with the risk analysis in 
both production and control of occupational health and 
safety in the factory area appropriately. Quality 
Management Representative (QMR) has been established 
to act as a consultant team to guide and monitor the 
quality management process, and control the quality 
system effectively. Also, there are an annual factory and 
electrical inspection, and big cleaning to decrease the 
possibility of that kind of force majeure. In addition, the 
company currently has two production bases, Noppawong 
factory, Rojana Industrial Park to increase manufacturing 
capacity, and spread the risk from Noppawong factory 
with Rojana Industrial Park’s a natural disaster prevention 
systems especially flood. This ensures that the company 
can continue its operation.

 Furthermore, the company has established a casualty 
insurance policies with a stable financial insurance institute 
and experienced in insurance for many businesses. The 
main type of company’s insurance is a special property 
insurance covering the loss or damage to the insured 
property due to robbery, natural disaster or other force 
majeure, and legal liability to outsiders as a result of an 
accident related to company operation. Including, the 
insurance covers the liability insurance in company 
management, which will be compensated for that 
situation.

10.2 Production Risks

Labor Risk

 Company’s production process needs to have 
labored in several steps, whether it is frying, roasting, 
baking and filling, Every step requires all labor to carried 
out the procedure. Therefore, the number of labors, labor 
efficiency, and the cost of labor are the main important 
factor affecting directly to the business. The main of 
company’s labor is foreign workers who do not reside in 

Thailand who can easily migrate from one establishment 
to another after completing a company training. As a 
result, the company faced with the risk of labor shortages 
and the loss of qualified workers which makes the 
company wasting time to recruit and train new skills. 
Besides, the government has issued a policy to raise the 
minimum wage rate periodically, this makes the company 
at risk of rising labor costs.

 In regard to risk management, the company hires 
outsourced companies to act as an agent is responsible 
for recruitment more labor and to ease the burden of 
daily labor due to the high turnover rate. The company 
has entered into a contract to hire specialists in the system 
management and human resources management to take 
responsibility for the evaluation and payment of 
compensation to individual laborers with the direct head 
of the departments to ensure the proper management 
of human resources. Additionally, the company has set 
a reasonable wage rate with benefits and incentives to 
be able to recruit new workers to work with the company 
and to maintain skilled and experienced workers. Also, 
looking for new technologies is applied in manufacturing 
such as packaging machinery, temperature control 
equipment, oven fried, or the working environment 
adjustment in the production line.

Risk of Inventory Deterioration

 Company’s inventories largely consist of instant 
goods, raw materials, containers, and packages. These 
inventories need to be properly maintained and use it at 
a suitable time. Otherwise, these inventories may be 
impaired with no income to the company. Most of the 
instant products are processed seaweed ones which are 
not sold or distributed. This kind of products has a limited 
stock aging as well as other food products. On average, 
the stock aging of a product is approximately 1 year from 
manufacturing date. If the company cannot sell or ship 
the product within that timeframe, the company will lose 
the opportunity to generate income It has to bear the 
destruct burden which increases more expenses.

 The company’s raw material is seaweed purchased 
from manufacturers and distributors with inter-company 
agreements. These seaweed can maintain the quality 
within one year. If the company cannot use it in the 
production process, these seaweed will deteriorate and 
cannot generate business benefits for the company. The 
seasonal powder can remain in place up to 6 months. In 
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addition, the containers and packages can remain in place 
up to 12 months and must be in the right environment. 
The packaging, stored in a humid place or high 
temperature, will be damaged and useless. Domestic 
instant goods can maintain the quality within 6-8 months, 
but overseas goods can maintain quality within 12 months 
due to the distance and time of transportation to 
destination. As a result, the overseas instant goods must 
be made to stay longer. Therefore, the company is 
exposed to the risk of inventory deterioration with any 
allowance for inventory impairment affecting the decrease 
company’s net profit.

 The company has set policy on a systematic and 
systematic inventory management to prevent and reduce 
the potential impact of such risks. In terms of instant 
goods and raw materials, the company will assess the 
market demand and plan production in order to be able 
to set time and quantity of raw materials to be proper 
order, and used in the production process efficiently with 
no raw material left over for production. It also helps the 
company to have the number of instant goods met the 
consumer requirement, and drain the product out at a 
time. For containers and packages, the company manages 
the products at an appropriate level and is organized in 
a well-ventilated warehouse to keep the temperature not 
too high and detect for humid condition sporadically. 
Therefore, the cautious inventory management and 
planning control will reduce the risk of inventory 
deterioration.

10.3 Financial Risks

The risk from Exchange Rate Fluctuation

 The Company is exposed to the risk of exchange rate 
fluctuation because it orders seaweed raw materials from 
overseas and sells to overseas. Foreign currency contracts 
are denominated in US dollars and some export contracts 
are denominated in US dollars as well.

 In regard to risk management, the company sets 
export prices of some overseas products in US dollar and 
other foreign currencies. Therefore, the strength of Baht 
value will affect a decrease in sales income, while the 

cost of seaweed used as raw material for production will 
be reduced. In the other hand, the baht value weakness 
will increase the sales income, and cost of seaweed as a 
raw material in the same direction. These trends stably 
keep a gross profit margin rate from a business procedure. 
In addition, the company has used the financial 
instruments to prevent foreign exchange risk by entering 
into advanced foreign currency contracts with domestic 
financial institutions with a mostly one-year term of a 
contract. This method can reduce the volatility of the 
foreign exchange rate to a certain extent and thus the risk 
is acceptable, including contact information for currency 
movements with the bank continuous and close.

10.4 Risks Affected Investment 
Rights of Securities Holders

The Risk from the Company with Major Share-
holders Holding More Than 50%

At 31 December 2017, Peeradechapan Group holds shares 
in the company of 830,040,700 shares, representing 
60.15% of the total issued shares of the company. This 
shareholding will make the Peeradechapan Group of 
shareholders fully control the resolution of the 
shareholders’ meeting whether the appointment of a 
committee or the resolution of other matters requiring 
the majority of the shareholders meeting. Except for the 
laws or regulations of the company, there must be 3 out 
of 4 shareholders attending the meeting. Therefore, other 
shareholders may not be able to collect votes to monitor 
and counterbalance the issues proposed by the major 
shareholders.

In regard to risk management, the company has appointed 
3 independent committees from the Board of Directors, 
totaling 8 members. Currently, these 3 committee is 
responsible for monitoring the operation of the company 
to ensure the transparency of management and to ensure 
that the system can be monitored. In addition, the 
company has set up an appropriate independent internal 
audit department directly reporting to the Audit 
Committee. It is responsible for overseeing the internal 
control system. And internal audit.


