(Unaudited but reviewed)


Thai Optical Group Public Company Limited and its subsidiaries
Notes to interim financial statements

For the three-month period ended 31 March 2017
1.
General information
1.1
Corporate information


Thai Optical Group Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the manufacture and distribution of organic lenses and related products. It registered address is No. 15/5, Moo 6, Laharn, Bangbuathong, Nonthaburi.

1.2
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 (revised 2016) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders' equity, and cash flows in the same format as that used for the annual financial statements.


These interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements. 


The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language interim financial statements.

1.3
Basis of consolidation

These consolidated financial statements include the financial statements of Thai Optical Group Public Company Limited and its subsidiaries and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2016 with no changes in the group structure during the current period. 
1.4

New financial reporting standards


During the period, the Company and its subsidiaries have adopted the revised financial reporting standards and interpretations (revised 2016) and new accounting treatment guidance which are effective for fiscal years beginning on or after 1 January 2017. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards revision of wording and terminology, and provision of interpretations and accounting guidance to users of standards. The adoption of the revised financial reporting standards and interpretations and new accounting treatment guidance does not have any significant impact on the Company’s and its subsidiaries’ financial statements. However, one standard involves changes to key principles, which are summarised below.

 
TAS 27 (revised 2016) Separate Financial Statements

This revised standard stipulates an additional option to account for investments in subsidiaries, joint ventures and associates in separate financial statements under the equity method, as described in TAS 28 (revised 2016) Investments in Associates and Joint Ventures. However, the entity is to apply the same accounting treatment for each category of investment. If an entity elects to account for such investments using the equity method in the separate financial statements, it has to adjust the transaction retrospectively.

This standard does not have any significant impact on the Company’s and its subsidiaries’ financial statements because the management has decided to continue accounting for such investments under the cost method in the separate financial statements.

1.5
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2016.
2.
Additional cash flows information

Non-cash related transactions for investing activities for the three-month periods ended 31 March 2017 and 2016, are as follows:
(Unit: Thousand Baht)
	
	Consolidated            financial statements
	Separate                    financial statements

	
	2017
	2016
	2017
	2016

	Increase (decrease) in other payable from purchases of property, plant and equipment and intangible assets
	13,983
	(3,416)
	(3,403)
	(2,671)


3.
Short-term investments - trading securities

As at 31 March 2017 and 31 December 2016, short-term investments in trading securities were as follows:
	
	Consolidated and separate financial statements

	
	31 March 2017
	31 December 2016

	
	Number of units
	Cost
	Fair value
	Number of units
	Cost
	Fair value

	
	(Thousand unit)
	(Thousand Baht)
	(Thousand Baht)
	(Thousand unit)
	(Thousand Baht)
	(Thousand Baht)

	Short-term investments:
	
	
	
	
	
	

	Trading securities
	
	
	
	
	
	

	 TMB Treasury Money Fund
	66
	781
	887
	66
	781
	884

	Total short-term investments - trading securities
	66
	781
	887
	66
	781
	884


4.
Trade and other receivables 

 (Unit: Thousand Baht)
	
	Consolidated                  financial statements
	Separate                     financial statements

	
	31 March 2017
	31 December 2016
	31 March 2017
	31 December 2016

	Trade accounts receivable - related parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	126,059
	138,167
	71,141
	88,379

	Overdue not over 30 days
	56,466
	86,232
	453
	33,566

	Overdue 31 - 90 days
	311
	1,240
	307
	1,187

	Overdue 91 - 180 days
	1,617
	-
	1,617
	-

	Total trade accounts receivable - related parties (Note 5)
	184,453
	225,639
	73,518
	123,132

	Trade accounts receivable - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	93,205
	84,653
	79,703
	69,026

	Overdue not over 30 days
	20,945
	21,890
	15,865
	14,257

	Overdue 31 - 90 days
	3,344
	16,466
	1,191
	14,051

	Overdue 91 - 180 days
	16,366
	2,383
	13,358
	123

	Overdue 181 - 365 days
	2,878
	1,260
	-
	25

	Overdue more than 365 days
	7,082
	8,110
	-
	-

	Total trade accounts receivable - unrelated parties
	143,820
	134,762
	110,117
	97,482

	Less: Allowance for doubtful debts
	(7,900)
	(8,566)
	-
	(13)

	Total trade accounts receivable - unrelated parties - net
	135,920
	126,196
	110,117
	97,469

	Total trade accounts receivable - net
	320,373
	351,835
	183,635
	220,601

	Other receivables
	
	
	
	

	Other receivables - related parties
	-
	-
	4,224
	4,167

	Total other receivables (Note 5)
	-
	-
	4,224
	4,167

	Total trade and other receivables - net
	320,373
	351,835
	187,859
	224,768


5.
Related party transactions 

During the periods, the Company and its subsidiaries had significant business transactions with its individual and related parties. Such transactions arose in the ordinary course of business, and were concluded on commercial terms and based agreed upon between the Company and those related parties. 
The Company has the following policy on pricing for its related transactions.

Policy on pricing for domestic subsidiary companies and related companies related by the way of common shareholders and/or common directors.

1.
Price for purchases/sales of raw materials, supplies and other items are determined based on the cost of the goods plus a services fee of not more than 10 percent of such cost.

2.
Purchases/sales prices of finished goods are determined at agreed rate. However, the pricing policy is subject to change depending on market competition at the time being.

3.
Service income and service expenses are charged at a mutually agreed price.
4.
Management and document service income are charged at the contract price agreed between the parties.
5.
Guarantee fee income and expenses are charged at rate of 1.5 percent per annum.

6.
Purchases/sales prices of fixed assets are determined at agreed rate based on the appraisal value by an independent appraiser. 
7.
Dividend income is recognised when declared and the right to receive the dividend is established.

8.
Loan to subsidiary company is charged interest at the rate of 2.2 percent per annum (2016: 2.58 percent per annum).

9.
Loan from subsidiary company is charged interest at the rate of 2.2 percent per annum (2016: 1.04 percent per annum).


Policy on pricing for foreign companies which are the associates and related companies.

1.
Sales prices of finished goods are determined at market price.

2. 
Service income is charged at market price.

3.
Dividend income is recognised when declared and the right to receive the dividend is established.

Significant transactions between the Company and those companies are summarised below.
	
	(Unit: Thousand Baht)

	
	Consolidated                   financial statements
	Separate                       financial statements

	
	For the three-month
	For the three-month

	
	periods ended 31 March
	periods ended 31 March

	
	2017
	2016
	2017
	2016

	Transactions with subsidiaries
	
	
	
	

	(eliminated from the consolidated financial statements)
	
	
	
	

	Sales of finished goods and raw materials 
	-
	-
	31,693
	27,109

	Service income 
	-
	-
	156
	-

	Other sales
	-
	-
	421
	106

	Management and document service income
	-
	-
	5,760
	4,480

	Other service income 
	-
	-
	190
	43

	Interest income
	-
	-
	60
	77

	Guarantee fee income
	-
	-
	803
	13

	Cost of sales
	-
	-
	28,444
	26,620

	Purchase of finished goods and raw materials
	-
	-
	14,028
	30,777

	Purchase of assets 
	-
	-
	11,810
	-

	Service fee expenses
	-
	-
	3,260
	8,792

	Guarantee fee expenses
	-
	-
	200
	55

	Other purchases
	-
	-
	1,981
	147

	Interest expenses
	-
	-
	108
	44

	Transactions with associates
	
	
	
	

	Sales of finished goods 
	2,732
	2,859
	1,762
	2,715

	Other service income 
	210
	88
	14
	38


	
	(Unit: Thousand Baht)

	
	Consolidated                   financial statements
	Separate                       financial statements

	
	For the three-month
	For the three-month

	
	periods ended 31 March
	periods ended 31 March

	
	2017
	2016
	2017
	2016

	Transactions with domestic related companies related by the way of common shareholders and/or common directors
	
	
	
	

	Sales of finished goods and raw materials 
	22,589
	20,436
	4,465
	2,075

	Service income
	2
	2
	-
	-

	Other sales
	31
	57
	27
	41

	Purchase of assets
	-
	277
	-
	-

	Other purchases
	566
	368
	374
	52

	Service fee expenses
	1,648
	975
	200
	-

	Transactions with foreign related companies
	
	
	
	

	Sales of finished goods 
	287,869
	298,423
	109,626
	131,746

	Other service income 
	1,864
	2,350
	996
	1,506



The outstanding balances of the above transactions have been separately shown in the statements of financial position with the details as at 31 March 2017 and 31 December 2016, as follows:
	
	
	(Unit: Thousand Baht)

	
	Consolidated                 financial statements
	Separate                        financial statements

	
	31 March 2017
	31 December 2016
	31 March 2017
	31 December 2016

	Trade accounts receivable - related parties
	
	
	
	

	Subsidiary companies
	-
	-
	8,688
	13,904

	Associated companies
	5,407
	5,945
	4,198
	4,917

	Related companies
	179,046
	219,694
	60,632
	104,311

	Total trade accounts receivable - related parties (Note 4)
	184,453
	225,639
	73,518
	123,132


	Other receivables - related parties
	
	
	
	

	Subsidiary companies
	-
	-
	4,224
	4,167

	Total other receivables - related parties (Note 4)
	-
	-
	4,224
	4,167


	Short-term loan to related party
	
	
	
	

	Subsidiary company
	-
	-
	11,000
	11,000

	Total short-term loan to related parties 
	-
	-
	11,000
	11,000

	Trade accounts payable - related parties
	
	
	
	

	Subsidiary companies
	-
	-
	8,454
	8,496

	Related companies
	-
	20
	-
	11

	Total trade accounts payable - related parties (Note 11)
	-
	20
	8,454
	8,507

	Other payables - related parties
	
	
	
	

	Subsidiary company
	-
	-
	108
	98

	Related company
	1,223
	1,252
	214
	105

	Total other payables - related parties (Note 11)
	1,223
	1,252
	322
	203


	
	
	(Unit: Thousand Baht)

	
	Consolidated                 financial statements
	Separate                        financial statements

	
	31 March 2017
	31 December 2016
	31 March 2017
	31 December 2016


	Short-term loan from related party
	
	
	
	

	Subsidiary company
	-
	-
	20,000
	20,000

	Total short-term loan from related party
	-
	-
	20,000
	20,000

	Payable for investment in subsidiary - related parties
	
	
	
	

	Payable for investment in subsidiary -related persons (Note 12)
	12,000
	12,000
	12,000
	12,000

	Less: Portion due within one year
	(6,000)
	(6,000)
	(6,000)
	(6,000)

	Payable for investment in subsidiary - related parties - net of current portion
	6,000
	6,000
	6,000
	6,000


During the three-month period ended 31 March 2017, movement of loans between the Company and the related parties are as follows:
	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	Balance as at 31 December
	During the period
	Balance as at 31 March 

	
	2016
	Increase
	Decrease
	2017

	Short-term loan to subsidiary company
	
	
	
	

	Poly Sun Co., Ltd.
	11,000
	-
	-
	11,000

	Total
	11,000
	-
	-
	11,000

	Short-term loan from subsidiary company
	
	
	
	

	Thai Optical Co., Ltd.
	20,000
	-
	-
	20,000

	Total
	20,000
	-
	-
	20,000


Directors and management’s remuneration
During the three-month periods ended 31 March 2017 and 2016, the Company and its subsidiaries had employee benefit expenses of their directors and management as below.
	(Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                         financial statements

	
	2017
	2016
	2017
	2016

	Short-term employee benefits
	11,398
	10,399
	10,743
	9,731

	Post-employment benefits
	129
	125
	106
	102

	Total
	11,527
	10,524
	10,849
	9,833



Guarantee obligations with related parties


The Company has outstanding guarantee obligations with its related parties, as described in Note 18 to the financial statements.
6.
Inventories
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Cost
	Reduce cost to net realisable value
	Inventories - net

	
	31 March  
	31 December
	31 March  
	31 December
	31 March  
	31 December

	
	2017
	2016
	2017
	2016
	2017
	2016

	Finished goods
	387,601
	330,586
	(16,435)
	(14,345)
	371,166
	316,241

	Work in process
	6,538
	5,822
	-
	-
	6,538
	5,822

	Raw materials
	106,314
	107,165
	(7,565)
	(5,527)
	98,749
	101,638

	Spare parts and factory supplies
	30,675
	31,649
	(1)
	(1)
	30,674
	31,648

	Supplies - Glass mould
	248,329
	253,815
	(33,705)
	(33,712)
	214,624
	220,103

	Goods in transit
	36,420
	54,022
	-
	-
	36,420
	54,022

	Total
	815,877
	783,059
	(57,706)
	(53,585)
	758,171
	729,474


	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	Cost
	Reduce cost to net realisable value
	Inventories - net

	
	31 March  
	31 December
	31 March  
	31 December
	31 March  
	31 December

	
	2017
	2016
	2017
	2016
	2017
	2016

	Finished goods
	310,416
	257,467
	(8,104)
	(2,033)
	302,312
	255,434

	Work in process
	3,563
	2,228
	-
	-
	3,563
	2,228

	Raw materials
	76,120
	80,872
	-
	-
	76,120
	80,872

	Spare parts and factory supplies
	15,394
	13,657
	-
	-
	15,394
	13,657

	Supplies - Glass mould
	210,645
	214,069
	(12,654)
	(12,662)
	197,991
	201,407

	Goods in transit
	34,102
	50,184
	-
	-
	34,102
	50,184

	Total
	650,240
	618,477
	(20,758)
	(14,695)
	629,482
	603,782


7.
Investments in subsidiaries  
As at 31 March 2017 and 31 December 2016, details of investments in subsidiary companies in the separate financial statements are summarised below.
	
	(Unit: Thousand Baht)

	
	Separate financial statements

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received                   

	
	31                    March
	31    December
	31                    March
	31              December
	31                    March
	31              December
	for the three-month periods ended 31 March

	
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016

	
	
	
	(%)
	(%)
	
	
	
	

	Thai Optical Company Limited (Manufacturing and selling of mineral optical lenses, plastic optical lenses and glass mold)
	130,000
	130,000
	100
	100
	130,000
	130,000
	-
	-

	Poly Sun Company Limited (Manufacturing and selling of plastic optical lenses)
	20,000
	20,000
	100
	100
	56,000
	56,000
	-
	-

	Total
	
	
	
	
	186,000
	186,000
	-
	-


8.  
Investments in associates
8.1
Details of investments in associates 
	
	
	
	Consolidated                  financial statements
	Separate                          financial statements

	Company’s name
	Nature of business
	Relationship
	Paid-up capital
	Shareholding percentage
	Carrying amounts based on equity method
	Carrying amounts based on cost method  

	
	
	
	31 March 
	31 December
	31 March 
	31 December
	31 March 
	31 December
	31 March 
	31 December

	
	
	
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016

	
	
	
	
	
	(%)
	(%)
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht

	MVision Optical Pte. Ltd.                   (Incorporated in Singapore)
	Manufacturing of Rx lenses 
	Direct holding and common directors
	SGD 2.7 million


	SGD 2.7 million


	33
	33
	9,067
	9,315
	20,968
	20,968

	MVision Optical Industry Sdn. Bhd.                   (Incorporated in Malaysia)
	Manufacturing of Rx lenses 
	Direct holding and common directors
	MYR 6 million


	MYR 6 million


	33
	33
	4,578
	4,249
	18,091
	18,091

	Vietnam Visibility Target Company Limited                   (Incorporated in Vietnam)
	Manufacturing of Rx lenses
	Direct holding and common directors
	USD 1.45 million


	USD 1.45 million


	33
	33
	18,495
	18,267
	15,272
	15,272

	Total 
	
	
	
	
	
	
	32,140
	31,831
	54,331
	54,331


	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	Company’s name
	Share of profit (loss) from investments                   in associated companies for the three-month         periods ended 31 March

	
	2017
	2016

	MVision Optical Pte. Ltd.                   
	(248)
	320

	MVision Optical Industry Sdn. Bhd.  
	329
	219

	Vietnam Visibility Target Company Limited                   
	228
	129

	Total
	309
	668


8.2
Summarised financial information of associated companies

Financial information of the associated companies are summarised below.

	Company’s name
	Paid-up capital as at 
	Total assets as at                        
	Total liabilities as at                           

	
	31                March                    2017
	31    December  

2016
	31                March                    2017
	31    December  

2016
	31                March                    2017
	31    December  

2016

	
	
	
	(Million Baht)
	(Million Baht)
	(Million Baht)
	(Million Baht)

	MVision Optical Pte. Ltd.
	SGD 2.7 million
	SGD 2.7 million
	48
	54
	17
	23

	MVision Optical Industry Sdn. Bhd.
	MYR 6 million
	MYR 6 million
	34
	27
	20
	14

	Vietnam Visibility Target Company Limited                   
	USD 1.45 million
	USD 1.45 million
	106
	117
	53
	60


	
	
	
	 (Unit: Million Baht)

	Company’s name
	Total revenues for the three-month  periods ended 31 March  
	Net profit (loss) for the three-month  periods ended 31 March  

	
	2017
	2016
	2017
	2016

	MVision Optical Pte. Ltd. 
	16
	18
	  (1)
	1

	MVision Optical Industry Sdn. Bhd.
	18
	16
	  1
	1

	Vietnam Visibility Target Company Limited                   
	37
	30
	  1
	-


9.
Property, plant and equipment

Movements of the property, plant and equipment account during the three-month period ended 31 March 2017 are summarised below.

 (Unit: Thousand Baht)
	
	Consolidated                 financial statements
	Separate                        financial statements

	Net book value as at 1 January 2017
	1,198,987
	642,057

	Acquisitions during the period - at cost
	
	

	Payment during the period
	30,711
	31,336

	Increase (decrease) in accounts payable for 
	
	

	
purchase of equipment during the period
	14,155
	(3,403)

	
Total acquisition during the period
	44,866
	27,933

	Write-off during the period - net book value at write-off date
	
	

	Loss on write-off of equipments
	(21)
	(1)

	Depreciation for the period
	(35,484)
	(24,101)

	Interest capitalised to assets
	618
	-

	Net book value as at 31 March 2017
	1,208,966
	645,888


10.
Short-term loans from banks
	
	(Unit: Thousand Baht)

	
	Consolidated                 financial statements
	Separate                        financial statements

	
	31 March  
	31 December
	31 March  
	31 December

	
	2017
	2016
	2017
	2016

	Short-term loans from banks
	60,000
	60,000
	60,000
	60,000

	Trust receipts
	178,068
	182,821
	-
	-

	Total
	238,068
	242,821
	60,000
	60,000


Bank overdrafts, trust receipt and short-term loans from banks bear interest at the rate determined under the agreements. Under the terms of the above agreements, the Company and its subsidiaries must comply with certain conditions and restrictions stipulated in the agreements.
Bank overdrafts, trust receipt and short-term loans from banks of the Company are guaranteed by a subsidiary company.

Bank overdrafts, trust receipt and short-term loans from banks of the subsidiary company are guaranteed by the Company.
11.
Trade and other payables
	



	
	(Unit: Thousand Baht)

	
	Consolidated               financial statements
	Separate            financial statements

	
	31 March            2017
	31 December 

2016
	31 March            2017
	31 December 

2016

	Trade accounts payable - related parties (Note 5)
	-
	20
	8,454
	8,507

	Trade accounts payable - unrelated parties
	197,829
	232,889
	163,986
	187,438

	Other payables - related parties                 (Note 5)
	1,223
	1,252
	322
	203

	Other payables - unrelated parties
	81,963
	64,759
	43,373
	44,129

	Accrued expenses
	52,521
	42,060
	38,778
	28,180

	Others
	1,188
	1,275
	183
	435

	Total trade and other payables 
	334,724
	342,255
	255,096
	268,892


12.
Payable for investment in subsidiary

The Company had payable for investment in subsidiary as below.

 (Unit: Thousand Baht)

	
	Consolidated and separate                   financial statements

	
	31 March 2017
	31 December 2016

	Payable for investment in subsidiary
	24,000
	24,000

	Less: Portion due within one year
	(12,000)
	(12,000)

	Payable for investment in subsidiary - net of current portion
	12,000
	12,000

	Of which payable to related parties (Note 5)
	12,000
	12,000


13.
Long-term loans from bank 

	
	
	(Unit: Thousand Baht)

	
	Consolidated              financial statements
	Separate                  financial statements

	
	31 March 2017
	31 December 2016
	31 March 2017
	31 December 2016

	Long-term loans from banks 
	24,716
	25,833
	-
	-

	Less: Portion due within one year 
	(13,797)
	(14,622)
	-
	-

	Long-term loans from banks - net of current portion
	10,919
	11,211
	-
	-


Movements in the long-term loans from banks during the three-month period ended                31 March 2017 is summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated              financial statements
	Separate                  financial statements

	Balance as at 1 January 2017
	25,833
	-

	Less: Repayment during the period
	(769)
	-

	
Unrealised gain on exchange 
	(348)
	-

	Balance as at 31 March 2017
	24,716
	-



On 28 June 2016, a subsidiary entered into a loan agreement with a bank, obtaining a loan facilities of EUR 6 million. The loans carry interest at EURO LIBOR 3 months reference rate and are repayable in 20 quarterly installments as stipulated in the agreement. As at 31 Mach 2017, the subsidiary had outstanding balance of long-term loans of EUR 0.4 million or equivalent to Baht 13.8 million. (31 December 2016: EUR 0.4 million or equivalent to Baht 14.9 million). 


On 8 July 2016, the above subsidiary entered into a loan agreement with another bank, obtaining a loan facilities of Baht 144 million. The loans carry interest at MLR reference rate and are repayable in 60 monthly installments as stipulated in the agreement. As at 31 March 2017, the subsidiary had outstanding balance of long-term loans of Baht 10.9 million (31 December 2016: Baht 10.9 million). 


The loans are guaranteed by the Company. The loan agreements contains certain covenants with which the subsidiary must comply, pertaining to matters such as the maintenance of a certain financial ratio.


As at 31 March 2017, the subsidiary had long-term credit facilities, which have not been withdrawn, of EUR 5.6 million and Baht 133.1 million (31 December 2016: EUR 5.6 million and Baht 133.1 million).    

14.
Income tax


Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.


Income tax for the three-month periods ended 31 March 2017 and 2016 are made up as follows:
	



	
	(Unit: Thousand Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2017
	2016
	2017
	2016

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	14,815
	18,365
	-
	5,672

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(5,486)
	(417)
	(6,279)
	656

	Income tax reported in the statements of comprehensive income
	9,329
	17,948
	(6,279)
	6,328


15.
Earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing profit (loss) for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.
16.
Segment information

Operating segment information is reported in a manner consistent with the internal reports that are regularly reviewed by the chief operating decision maker in order to make decisions about the allocation of resources to the segment and assess its performance.

For management purposes, the Company and its subsidiaries are organised into business units based on their products and services and have two reportable segments as follows:

1.
Plastic and glass lenses, which produces and sells of optical lenses.
2.
Other products and services i.e. sale of glass mould, trading goods purchased for resale, glasses assembly services and surface treatments of hard coatings and anti-reflection coating service for organic lenses.

No operating segments have been aggregated to form the above reportable operating segments.

The chief operating decision maker monitors the operating results of the business units separately for the purpose of making decisions about resource allocation and assessing performance. Segment performance is measured based on gross profit margin and on a basis consistent with that used to measure operating profit or loss in the financial statements. 


Transfer prices between operating segments are concluded on commercial terms and based agreed upon between the operating segments as described in Note 5 to the financial statements.

Inter-segment revenues are eliminated on consolidation.

The following table presents revenue and profit information regarding the Company and its subsidiaries’s operating segments for the three-month periods ended 31 March 2017 and 2016:
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	For the three-month periods ended 31 March

	
	Concentrated,  Plastic and                 glasses lenses
	Service income
	Others
	Total segments
	Eliminated transactions
	Consolidated

	
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016

	Sales and service income
	
	
	
	
	
	
	
	
	
	
	
	

	Inter-segment
	33,844
	37,103
	3,423
	8,792
	14,309
	21,371
	51,576
	67,266
	(51,576)
	(67,266)
	-
	-

	External customers
	
	
	
	
	
	
	
	
	
	
	
	

	-  Local
	22,689
	21,403
	48
	185
	237
	462
	22,974
	22,050
	-
	-
	22,974
	22,050

	-  Export
	394,778
	469,124
	33,291
	30,729
	3,385
	1,421
	431,454
	501,274
	-
	-
	431,454
	501,274

	
	451,311
	527,630
	36,762
	39,706
	17,931
	23,254
	506,004
	590,590
	(51,576)
	(67,266)
	454,428
	523,324

	Gross profit margin
	97,218
	125,702
	16,984
	17,707
	9,796
	4,293
	123,998
	147,702
	58
	1,837
	124,056
	149,539

	Other income
	
	
	
	
	
	
	21,197
	14,544
	(13,709)
	(4,644)
	7,488
	9,900

	Selling expenses
	
	
	
	
	
	
	(14,420)
	(12,093)
	-
	-
	(14,420)
	(12,093)

	Administrative expenses
	
	
	
	
	
	
	(66,559)
	(58,851)
	5,851
	4,526
	(60,708)
	(54,325)

	Share of profit from investments in associates  
	
	
	
	
	
	-
	-
	309
	668
	309
	668

	Finance cost
	
	
	
	
	
	
	(1,717)
	(565)
	1,171
	121
	(546)
	(444)

	Income tax expenses
	
	
	
	
	
	
	(9,329)
	(17,948)
	-
	-
	(9,329)
	(17,948)

	Profit for the period 
	
	
	
	
	
	
	53,170
	72,789
	(6,320)
	2,508
	46,850
	75,297


17.
Commitments and contingent liabilities
As at 31 March 2017, the Company and its subsidiaries had commitments and contingent liabilities other than those disclosed in other notes as follows:
17.1
The Company and its subsidiaries had commitments to purchase raw materials amounting to Baht 20.1 million, JPY 5.5 million, USD 2.6 million, EUR 0.3 million and GBP 0.1 million or equivalent to Baht 124.3 million (31 December 2016: Baht 15.5 million, JPY 35.5 million, USD 3.2 million, EUR 0.3 million and GBP 0.1 million or equivalent to Baht 154.5 million), and the Company only amounting to Baht 8.5 million, JPY 5.5 million, USD 2.4 million and EUR 0.2 million or equivalent to Baht 101.5 million (31 December 2016: Baht 5.7 million, JPY 35.0 million, USD 2.7 million and EUR 0.2 million or equivalent to Baht 125.2 million).

17.2
There were outstanding bank guarantees issued by the banks on behalf of the Company and its subsidiaries of approximately Baht 29.9 million (31 December 2016: Baht 29.6 million), and the Company only Baht 13.7 million (31 December 2016: Baht 13.4 million) in respect of certain performance bonds as required in the ordinary course of business for the Company and its subsidiaries. These included letters of guarantee as follows:
	(Unit: Million Baht)

	
	Consolidated          financial statements
	Separate 

financial statements

	
	31 March            2017
	31 December 

2016
	31 March            2017
	31 December 

2016

	Payments of tax to the Customs Department
	13.9
	13.6
	4.6
	4.3

	Electricity usage 
	16.0
	16.0
	9.1
	9.1

	
	29.9
	29.6
	13.7
	13.4


17.3
The Company and its subsidiaries had outstanding commitments with respect to service contract totaling approximately Baht 1.9 million per month (31 December 2016: Baht 1.6 million), and the Company only approximately Baht 1.1 million per month (31 December 2016: Baht 0.9 million per month).


17.4
The Company had outstanding commitments totaling Baht 2.9 million with respect to software maintenance agreement (31 December 2016: Baht 2.9 million).

17.5
The subsidiary company had outstanding commitment totaling approximately Baht 0.2 million with respect to land and buildings rental agreement with its related company (31 December 2016: Baht 0.8 million).
17.6
The Company and its subsidiary had outstanding capital commitments with respect to the construction of factory buildings, warehouse management system, wastewater treatment plant, installation of electricity system and purchase of machinery totaling approximately Baht 18.0 million, USD 0.1 million and EUR 0.1 million or equivalent to Baht 18.3 million (31 December 2016: Baht 22.2 million and EUR 0.5 million or equivalent to Baht 42.5 million), and the Company only approximately Baht 5.0 million (31 December 2016: Baht 6.8 million).

17.7
Operating lease commitments


The Company and its subsidiaries have entered into lease agreements in respect of the lease of motor vehicles. The terms of the agreements are generally 5 years.
Future minimum lease payments required under these non-cancellable operating leases contracts were as follows:

	
	
	(Unit: Million Baht)

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	31 March            2017
	31 December 

2016
	31 March            2017
	31 December 

2016

	Payable within:
	
	
	
	

	Less than 1 year
	2.7
	2.5
	2.4
	2.2

	1 to 5 years
	5.1
	4.7
	4.4
	3.9


18.
Related party guarantees

As at 31 March 2017, the Company has contingent liabilities in respect of the guarantees of Thai Optical Company Limited, a subsidiary’s credit facility amounting to Baht 14.1 million and EUR 5.2 million or equivalent to Baht 217.0 million (31 December 2016: Baht 29.5 million and EUR 4.8 million or equivalent to Baht 217.8 million) provided to banks.


As at 31 March 2017, Thai Optical Company Limited, a subsidiary company has contingent liabilities in respect of the guarantees of the Company’s credit facility amounting to Baht 53.6 million and USD 0.1 million or equivalent to Baht 54.3 million (31 December 2016: Baht 63.3 million).


These guarantees are effective for as long as the underlying obligation has not been discharged. Guarantee fee has been charged by the Company and its subsidiary at the rate of 1.5 percent per annum.  

19.
Foreign currency risk
Below is the summary of Company and its subsidiaries’s significant foreign currency dominated assets/liabilities, which were unhedged.
	
	As at 31 March 2017

	
	Consolidated                 financial statements 
	Separate                   financial statements
	Average exchange rate as at

	Currency
	Assets
	Liabilities
	Assets
	Liabilities
	31 March 2017

	
	
	
	
	
	(Baht per one foreign currency unit)

	MYR
	12,415
	-
	-
	-
	7.7920

	USD
	12,118,397
	4,748,865
	4,678,415
	3,860,052
	34.4501

	SGD
	-
	350
	-
	350
	24.6540

	EUR
	2,651,262
	2,062,924
	1,897,393
	1,224,260
	36.7904

	JPY
	14,038,616
	16,751,898
	9,930,048
	15,978,298
	0.3077

	GBP
	-
	151,321
	-
	-
	43.0155


	
	As at 31 December 2016

	
	Consolidated                 financial statements 
	Separate                   financial statements
	Average exchange rate as at

	Currency
	Assets
	Liabilities
	Assets
	Liabilities
	31 December 2016

	
	
	
	
	
	(Baht per one foreign currency unit)

	MYR
	4,561
	-
	-
	-
	7.9714

	USD
	11,932,778
	4,621,103
	6,550,895
	3,712,791
	35.7843

	SGD
	-
	350
	-
	350
	24.7612

	EUR
	2,025,941
	7,233,326
	1,351,339
	1,619,637
	37.7066

	JPY
	13,832,356
	40,215,279
	8,844,788
	39,838,479
	0.3075

	GBP
	-
	182,572
	-
	-
	43.9594


As at 31 March 2017 and 31 December 2016, the Company and its subsidiaries have no outstanding of foreign exchange contract.   
20.
Events after the reporting period

20.1
Proposed dividends of the Company

On 5 April 2017, the Annual General Meeting of the Company’s shareholders passed a resolution approving the payment of a dividend in respect of the earnings from the unappropriated retained earnings of the year 2016 to its shareholders totaling 474.32 million shares (par value: Baht 1 per share) at Baht 0.32 per share or a total sum of approximately Baht 151.78 million. Dividends will be paid to the shareholders on 4 May 2017.
20.2
Establishment of new subsidiary

On 15 February 2017, the meeting of the Company’s Board of Directors approved to establish “TOG USA, Inc.”, a new subsidiary, which is principally engaged in distributing products and providing sales to customers in United States of America. The subsidiary will register its establishment with registered share capital of USD 50,000 (5,000 ordinary shares of USD 10 each) in which the Company will hold 100 percent interest. TOG USA, Inc. registered the establishment on 7 April 2017.
21.
Reclassification

Certain amounts in the statements of comprehensive income for the three-month periods ended 31 March 2016 were reclassified to conform with the current period’s classification as follows:

	

	
	(Unit: Thousand Baht)

	
	Consolidated          financial statements
	Separate            financial statements

	
	As          reclassified
	As previously reported
	As          reclassified
	As previously reported

	Statements of comprehensive income for the three-month period ended 31 March 2016
	
	
	
	

	Expenses
	
	
	
	

	Selling expenses
	12,093
	4,894 
	9,515
	2,781

	Administrative expenses
	51,127
	58,326
	40,172
	46,906



The reclassifications had no effect to previously reported profit for the period or shareholders’ equity.
22.
Approval of interim financial statements


These interim financial statements have been approved for issue by the Company’s authorised directors on 3 May 2017.
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