Southern Concrete Pile Public Company Limited

Notes to the interim financial statements
For the three-month and nine-month periods ended September 30, 2017 (Unaudited/Reviewed only)
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These notes are an integral part of the interim financial statements.
The interim financial statements were authorized for issue by the Board of Directors on November 10, 2017.
1 General information

Southern Concrete Pile Public Company Limited (“the Company”) is incorporated in Thailand, has its registered head office at 555, 17th Floor, SSP Tower Building, Sukhumvit 63 (Ekamai), North Klongton, Watana, Bangkok 10110 and has sale office and 7 factories used for operation as follows:
1.
Phuket Factory
: located at 46/9 Thepkasatri Rd., Thambol Ratsada, Muang District Phuket 83000
2.
Suratthani Factory 
: 
located at 25/3 Ratbumrung Rd., Na san District, Suratthani 84120 
3.
Sale Office 
:
located at 15/3 Moo 5, By-Pass Highway, Tambol Makhamtia, Muang District, Suratthani 84000
4.
Hat Yai Factory
: 
located at 136/4 Moo 3, Petchakasem Rd., Tambol Tung-Tamsao, Hat Yai District, SongKhla  90110
5. 
Udonthani Factory 
: 
located at 342 Moo 2, Tambol Khok Sa-at, Muang Udonthani District, Udonthani 41000
6.
Ban-Bueng Factory
:
located at 18 Moo 2, Ban-bueng-Klaeng Highway, Tambol Nong-Chak, Ban- Bueng District, Chaonburi 20170
7.
Nakhon Pathom Factory 
:
located at 16/12 Moo 3, Tambol Homkred, Samphran District, Nakhon Pathom 73110

Major shareholder is Nganthavee family with percentage of shareholding as at September 30, 2017 : 38.64% (As at September 30, 2016 : 38.64%)
The principal activities of the Company are prestressed concrete products involving manufacturing, sales, transportation services, installation and construction.

2 Basis of preparation of interim financial statements

2.1
Statement of compliance
The interim financial statements issued for Thai reporting purposes in Thailand are prepared in Thai and English language.  

The interim financial statements are prepared on a condensed basis in accordance with Thai Accounting Standard (TAS) No. 34 (revised 2016) Interim Financial Reporting; guidelines promulgated by the Federation of Accounting Professions (FAP), and related applicable rules and regulations of the Thai Securities and Exchange Commission.
The interim financial statements are prepared to provide an update on the financial statements for the year ended December 31, 2016.  They do not include all of the financial information required for full annual financial statements but focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements of the Company for the year ended December 31, 2016.
The accounting policies and methods of computation applied in these interim financial statements are consistent with those applied in the financial statements for the year ended December 31, 2016. 
During the period, the Company has 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 January 1, 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 these financial reporting standards does not have any significant impact on the Company’s financial statements.
2.2
Functional and presentation currency
The interim financial statements are prepared and presented in Thai Baht, which is the Company’s functional currency. All financial information presented in Thai Baht has been rounded in the notes to the financial statement to the nearest thousand/million unless otherwise stated.
2.3      Use of estimates and judgments
The preparation of interim financial statements in conformity with TFRS requires management to make judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
In preparing these interim financial statements, the significant judgments made by management in applying the Company accounting policies and the key sources of estimation uncertainty were the same as those that applied to the financial statements for the year ended December 31, 2016.  
3 Related parties

For the purposes of these financial statements, parties are considered to be related to the Company if the Company has the ability, directly or indirectly, to control or joint control the party or exercise significant influence over the party in making financial and operating decisions or vice versa, or where the Company and the party are subject to common control or common significant influence.  Related parties may be individuals or other entities.
Relationships with related parties were as follows:
	Name of entities
	Type of business
	Nature of relationships

	
	
	

	1. Surat Ready Mixed Co., Ltd.
	Produces ready mixed concrete
	Related company, some common directors and shareholders

	
	
	

	2. Thai Wire Products PCL *

	Produces and distributes prestressed concrete wire
	Related company, some common directors shareholders

	
	
	

	3. Nganthavee Sale Co., Ltd. **
	Sale mining equipments and tools, etc.
	Related company, some common directors and shareholders

	
	
	

	4. Nganthavee Service Co., Ltd.
	Retail services for oil and consumer products
	Related company, some common directors and shareholders

	
	
	

	5. Chinteik Brothers Trading
	To Provide Land and Building for leases
	Related company, some common directors and shareholders

	
	
	

	6. Phuket Ready Mixed Co., Ltd. **
	Produces ready mixed concrete
	Related company, some common directors and shareholders

	
	
	

	7. Haadyai Tin Dredging Co.,Ltd.
	Tin Mines
	Related company, some common directors and shareholders

	
	
	

	8. Thai Palm Development Co., Ltd.
	Produces and distributes   palm oil
	Related company, some common directors and shareholders

	
	
	

	9. Mr. Thada  Nganthavee
	Land and building for rent
	Closed relatives of Nganthavee’ family

	*  No common directors effective on August 11, 2017.

**  Business dissolution. Phuket Ready Mixed Co., Ltd. and Nganthavee Sale Co., Ltd. were registered for dissolution on August 28, 2017 and September 1, 2017, respectively. 


The pricing policies for particular types of transactions are explained further below:

	                   Transactions
	                 Pricing policies

	Revenue from sales of goods
	Price comparable with selling price sold to

	
	     external person

	
	

	Purchase of  raw material and other materials
	Price comparable with purchasing price bought

	
	     from external person

	
	

	Hammering of prestressed concrete expense
	Price comparable with purchasing price bought

	
	     from external person

	
	

	Rental expenses
	Agreed price, near the normal market rate

	
	

	Remunerations for directors and key management
	The amounts are obtained the approval from

	    personnel representing salary, bonus, meeting
	     the Company’s directors and shareholders

	    allowance and others
	


Significant transactions with related parties for the three-month and nine-month periods ended September 30, 2017 and 2016 were summarized as follows:
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(in thousand Baht)
	
	(in thousand Baht)

	Revenue
	
	
	
	
	
	
	

	Revenue from sales of goods
	261
	
	489
	
	1,303
	
	1,201

	Expenses
	
	
	
	
	
	
	

	Purchase of  raw material and other materials
	20,878
	
	22,490
	
	65,795
	
	61,708

	Hammering of prestressed concrete expense
	8,717
	
	6,107
	
	22,870
	
	18,071

	Repair expense
	377
	
	-
	
	1,093
	
	-

	Rental expenses
	1,171
	
	835
	
	3,513
	
	2,505

	Key management personnel
	
	
	
	
	
	
	

	Key management personnel’s remunerations
	
	
	
	
	
	
	

	
Short-term benefits
	11,113
	
	10,815
	
	35,284
	
	33,852

	
Post-employment benefit
	477
	
	411
	
	1,431
	
	1,232

	Total key management personnel’s remunerations
	11,590
	
	11,226
	
	36,715
	
	35,084


Balance as at September 30, 2017 and December 31, 2016 with related parties were as follows:
	
	
	
	
	
	September 30, 2017
	
	December  31, 2016

	
	
	
	
	
	(in thousand Baht)

	Other receivables
	
	
	
	
	
	
	

	Phuket Ready Mixed Co., Ltd.
	
	
	
	
	-
	
	282

	Surat Ready Mixed Co., Ltd.
	
	
	
	
	228
	
	470

	Total
	
	
	
	
	228
	
	752


	
	
	
	
	
	September 30,   2017 
	
	December 31, 2016

	
	(in thousand Baht)

	Available-for-sale investments
	
	
	
	
	
	
	

	Thai Wire Products PCL.
	
	
	
	
	131,101
	
	153,760

	Total
	
	
	
	
	131,101
	
	153,760

	
	
	
	
	
	
	
	

	Trade accounts payable 
	
	
	
	
	
	
	

	Thai Wire Products PCL.
	
	
	
	
	26,228
	
	18,758

	Nganthavee Sale Co., Ltd.
	
	
	
	
	-
	
	188

	Nganthavee Service Co., Ltd.
	
	
	
	
	22
	
	17

	Surat Ready Mixed Co., Ltd.
	
	
	
	
	54
	
	243

	Total
	
	
	
	
	26,304
	
	19,206


Other payables – accrued expenses 

	Surat Ready Mixed Co., Ltd.
	
	
	
	
	4,291
	
	6,821

	Total
	
	
	
	
	  4,291
	
	6,821


The commitments with related parties
As at September 30, 2017 and December 31, 2016, the Company had non-cancellable operating lease commitment as follows:
	
	
	
	
	
	September 30,     2017 
	
	December 31, 2016

	
	(in million Baht)

	Within 1 year
	
	
	
	
	5
	
	3

	Over 1 year but within 3 years
	
	
	
	
	5
	
	5

	Total
	
	
	
	
	10
	
	8


Significant agreements with related parties

The Company renewed a land rental agreement with Chinteik Brothers Trading for the period from October 1, 2016 to September 30, 2019 with monthly rental of Baht 250,000. The agreement is under preparation.
The Company agreed to rent a plot of land without the rental agreement with Mr. Thada Nganthavee and Haad Yai Tin Dradging Co., Ltd. for a period from January 1, 2017 to December 31, 2019 with monthly rental of Baht 93,000 and Baht 40,000, respectively. 
The Company rent the office building with a related company (“Thai Palm Development Co., Ltd.”), for a period of 3 years from November 1, 2014 until November 1, 2017 with monthly rental of Baht 7,368. 

4 Trade accounts receivable and other receivables
	
	
	
	
	
	September 30,
	
	December 31,

	
	
	
	
	
	2017
	
	2016

	
	(in thousand Baht)

	Trade accounts receivable
	
	
	
	
	
	
	

	   Other parties
	
	
	
	
	431,091
	
	385,881

	Total
	
	
	
	
	431,091
	
	385,881

	Less allowance for doubtful account
	
	
	
	
	(63,437)
	
	(58,989)

	Trade accounts receivable - net
	
	
	
	
	367,654
	
	326,892


Other receivables
	  Related parties
	
	
	
	
	228
	
	752

	  Other parties
	
	
	
	
	15,619
	
	10,520

	Other receivables - net
	
	
	
	
	15,847
	
	11,272

	           Total trade accounts receivable and other receivables
	383,501
	
	338,164


Aging of trade accounts receivable are as follows.
	
	
	
	
	
	September 30,
	
	December31,

	
	
	
	
	
	2017
	
	2016

	
	
	
	
	
	(in thousand Baht)

	Within credit terms
	
	
	
	
	212,503
	
	202,389

	Overdue 1 – 90 days
	
	
	
	
	116,698
	
	111,846

	Overdue 91 – 180 days
	
	
	
	
	29,178
	
	7,265

	Overdue 181 – 365 days
	
	
	
	
	8,322
	
	4,858

	Overdue more than 365 days
	
	
	
	
	64,390
	
	59,523

	Total
	
	
	
	
	431,091
	
	385,881


For the three-month and nine-month periods ended  September 30,
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(in thousand Baht)
	
	(in thousand Baht)

	Doubtful accounts
	355
	
	1,863
	
	5,141
	
	2,132

	Reversal of allowance doubtful accounts
	(280)
	
	(613)
	
	(654)
	
	(5,078)

	Total
	75
	
	1,250
	
	4,487
	
	(2,946)


5 Inventories

	
	
	
	
	
	September 30,
	
	December 31,

	
	
	
	
	
	2017
	
	2016

	
	
	
	
	
	(in thousand Baht)

	Finished goods
	
	
	
	
	118,494
	
	100,043

	Raw materials
	
	
	
	
	112,968
	
	87,066

	Spare parts and supplies
	
	
	
	
	14,208
	
	13,943

	Work in process
	
	
	
	
	699
	
	646

	Total
	
	
	
	
	246,369
	
	201,698

	Less  Allowance for obsolete stock
	
	
	
	
	(8,967)
	
	(8,777)

	Net
	
	
	
	
	237,402
	
	192,921


Cost of inventories for the three-month and nine-month periods ended September 30, 2017 and 2016 are recorded as expenses in cost of sales as follows:
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(in thousand Baht)
	
	(in thousand Baht)

	Cost of sales
	227,410
	
	197,396
	
	597,288
	
	571,647

	Loss  from obsolete stock
	190
	
	-
	
	190
	
	-

	Net
	227,600
	
	197,396
	
	597,478
	
	571,647


6 Available-for-sale investments

	
	At cost
	
	At fair value

	
	September 30, 2017
	
	December 31, 2016
	
	September 30, 2017
	
	December 31, 2016

	
	(in thousand Baht)

	Marketable equity securities
	65,876
	
	65,876
	
	131,101
	
	153,760

	Units trust
	-
	
	254,620
	
	-
	
	258,489

	Total
	65,876
	
	320,496
	
	131,101
	
	412,249


Movements during the nine-month periods ended September 30, 2017 and 2016 of available-for-sale investment were as follows:
	
	2017
	
	2016

	
	(in thousand Baht)

	Marketable equity securities
	
	
	

	At January 1,
	65,876
	
	65,876

	Valuation adjustment
	65,225
	
	42,026

	At September 30,
	131,101
	
	107,902

	Units trust
	
	
	

	At January 1,
	254,620
	
	212,176

	Acquisition during the period
	187,644
	
	           80,000

	Sold during the period
	     (442,264)
	
	         (57,556)

	Valuation adjustment
	-
	
	3,365

	At September 30,
	-
	
	237,985

	Unrealized gains (losses) from change in value of investment for the period recognized directly in equity
	(26,529)
	
	2,149

	Less  Deferred tax
	5,306
	
	(430)

	Value of investment for the period recognized directly in equity
	(21,223)
	
	1,719


7 
Property, plant and equipment
Acquisitions, disposals and transfers of property, plant and equipment during the nine-month periods ended September 30, 2017 and 2016 were as follows:

	
	2017
	
	2016

	
	(in thousand Baht)

	Net book value at January 1,
	459,894
	
	436,591

	Acquisition and transfer in - at cost
	131,445
	
	27,596

	Acquisition by assuming related financial lease
	-
	
	9,362

	Disposal and write-off during the period
	(6)
	
	(223)

	Depreciation for the period
	(32,234)
	
	(34,640)

	Net book value at September 30,
	559,099
	
	438,686


A portion of the Company’s land, constructions and machinery have been mortgaged with certain domestic financial institutions as collateral for bank overdrafts and letter of guarantee from a bank.
8 Other non-current assets

	
	
	
	
	
	September 30,
	
	December 31,

	
	
	
	
	
	2017
	
	2016

	
	
	
	
	
	(in thousand Baht)

	Deposit
	
	
	
	
	38,820
	
	27,714

	Property foreclosed
	
	
	
	
	6,914
	
	6,914

	Less allowance for impairment
	
	(2,431)
	
	(2,431)

	Net
	
	
	
	
	43,303
	
	32,197


9 Trade accounts payable and other payables
	
	
	
	
	
	September 30,
	
	December 31,

	
	
	
	
	
	2017
	
	2016

	
	
	
	
	
	(in thousand Baht)

	Trade accounts payable
	
	  
	
	
	
	
	

	     Related parties
	
	
	
	
	26,304
	
	19,206

	     Other parties
	
	
	
	
	157,066
	
	120,324

	Total trade accounts payable
	
	
	
	
	183,370
	
	139,530


	Other payables
	
	
	
	
	
	
	

	    Related parties
	
	
	
	
	4,291
	
	6,821

	    Other parties
	
	
	
	
	124,042
	
	97,652

	Total other payables
	
	
	
	
	128,333
	
	104,473

	Total trade accounts payable and other payables
	
	311,703
	
	244,003


10 Financial lease liabilities

	
	September 30, 2017
	
	December 31, 2016

	
	Future value of the minimum lease payment
	
	Interest
	
	Present value of the minimum lease payment
	
	Future value of the minimum lease payment
	
	Interest
	
	Present 

value of the minimum lease 

payment

	
	(in thousand Baht)

	Within one year
	21,368
	
	1,065
	
	20,303
	
	16,201
	
	1,669
	
	14,532

	Over one year but within

five years
	9,558
	
	531
	
	9,027
	
	27,197
	
	1,246
	
	25,951

	Total
	30,926
	
	1,596
	
	29,330
	
	43,398
	
	2,915
	
	40,483


As at September 30, 2017 and December 31, 2016, finance lease liabilities of Baht 29 million and Baht 40 million, respectively, represented the creditors under hire purchase agreements to purchase vehicle, machinery and equipment and equipment for hammering of 25 agreements and 30 agreements, respectively.  The period of agreement covered for 3-5 years, with monthly payment.
11 Deferred tax

Deferred tax assets and liabilities as at September 30, 2017 and December 31, 2016 were as follows:

	
	
	
	
	
	September 30,
	
	December31,

	
	
	
	
	
	2017
	
	2016

	
	(in thousand Baht)

	Deferred tax assets
	
	
	
	
	16,400
	
	12,653

	Deferred tax liabilities
	
	(13,956)
	
	(19,127)

	Net
	
	
	
	
	2,444
	
	(6,474)


Movements in total deferred tax assets and liabilities during the period were as follows:

	
	
	
	Recognized as expenses 

(revenues) in

	
	
	January 1, 2017
	Profit or 
losses
	 Comprehensive income
	September 30, 2017

	
	
	(in thousand Baht)

	Deferred tax assets
	
	
	
	
	

	Inventory
	
	323
	358
	-
	681

	Property, plant and equipments
	
	2,205
	2,465
	-
	4,670

	Employee benefit obligations
	
	10,125
	924
	-
	11,049

	Total
	
	12,653
	3,747
	-
	16,400

	Deferred tax liabilities
	
	
	
	
	

	Available-for-sale investments
	
	(18,350)
	-
	5,306
	(13,044)

	Financial lease liabilities
	
	(777)
	(135)
	-
	(912)

	Total
	
	(19,127)
	(135)
	5,306
	(13,956)

	Net
	
	(6,474)
	3,612
	5,306
	2,444


Income tax expenses for the three-month and nine-month periods ended September 30, 2017 and 2016 recognized in profit or loss were summarized as follows:
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(in thousand Baht)
	
	(in thousand Baht)

	Current income tax expense (income) for the period
	
	
	
	
	
	
	

	Income tax expense
	17,613
	
	17,843
	
	45,783
	
	50,810

	Deferred tax expense (income)
	
	
	
	
	
	
	

	Deferred tax expense (income) concern deductible temporary difference with initial recognized and reversed
	(481)
	
	194
	
	(3,612)
	
	(1,492)

	Income tax expense represented in statements of 

     comprehensive income
	      17,132
	
	18,037
	
	42,171
	
	49,318


Income tax related to components of other comprehensive income during the three-month and nine-month periods ended  September 30, 2017 and 2016 were recognized in other comprehensive income as follows:

	
	2017
	
	2016

	
	
Before income tax
	
	Income tax (expense) revenue 
	
	Net
income tax
	
	
Before  income tax
	
	Income tax (expense) revenue
	
	Net

 income tax

	
	(in thousand Baht)

	For the three-month
	
	
	
	
	
	
	
	
	
	
	

	Net change in fair value of available-for-sale investments
	(9,229)
	
	1,846
	
	(7,383)
	
	(20,966)
	
	4,193
	
	(16,773)

	Total
	(9,229)
	
	1,846
	
	(7,383)
	
	(20,966)
	
	4,193
	
	(16,773)

	For the nine-month
	
	
	
	
	
	
	
	
	
	
	

	Net change in fair value of available-for-sale investments
	(26,529)
	
	5,306
	
	(21,223)
	
	2,149
	
	(430)
	
	1,719

	Total
	(26,529)
	
	5,306
	
	(21,223)
	
	2,149
	
	(430)
	
	1,719


12 Employee benefit obligations
Movements in the present value of the defined benefit obligations during the nine-month periods ended September 30, were as follows:
	
	
	
	
	
	2017
	
	2016

	
	(in thousand Baht)

	Defined benefit obligations at January 1,
	
	50,623
	
	45,739

	Current service costs 
	
	3,673
	
	2,940

	Interest cost
	
	1,070
	
	1,246

	Compensation to employees
	
	(124)
	
	(1,913)

	Defined benefit obligation at September 30,
	
	55,242
	
	48,012


The above expense is recognized in profit or loss for the three-month and nine-month periods ended September 30, included in the following line items:
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(in thousand Baht)
	
	(in thousand Baht)

	Cost of sales of goods
	147
	
	188
	
	441
	
	567

	Cost of services
	408
	
	289
	
	1,224
	
	867

	Selling expenses
	150
	
	143
	
	450
	
	428

	Administrative expense
	876
	
	775
	
	2,628
	
	2,324

	Total
	1,581
	
	1,395
	
	4,743
	
	4,186


13 Dividend

The Ordinary Meeting of Shareholders held on April 26, 2017, approved to pay dividend from profit for the year 2016 of Baht 0.35 per share, of 300 million shares, totaling Baht 105 million, were paid on May 26, 2017.
The Ordinary Meeting of Shareholders held on April 25, 2016, approved to pay dividend from profit for the year 2015 of Baht 0.40 per share, of 300 million shares, totaling Baht 120 million, were paid on May 25, 2016.

14 Basic earnings per share

The calculation of basic earnings per share for the three-month and nine-month periods ended September 30, 2017 and 2016 was based on the profit for the period attributable to ordinary shareholders of the Company by the weighted average number of shares issuing during the period as follows:
	
	For the three-month
	
	For the nine-month

	
	2017
	
	2016
	
	2017
	
	2016

	
	(thousand shares / thousand Baht)
	
	(thousand shares / thousand Baht)

	Profit for the period attributable to


ordinary shareholders of the 
Company (basic)
	81,667
	
	69,184
	
	184,177
	
	200,206

	Weighted average number of 


ordinary shares outstanding 
	300,000
	
	300,000
	
	300,000
	
	300,000

	Basic earnings per share (Baht)
	0.27
	
	0.23
	
	0.61
	
	0.67


15
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. The chief operating decision maker has been identified as the Company’s Board of Directors.

The majority of the operations of the Company involve the business segments of concerned with prestressed concrete products involving manufacturing, sales, services, installation and construction which is concern to the concrete manufacturing and are mainly carried on in a single geographic area, Thailand. As a result, all revenues, operating profits and assets as reflected in these financial statements pertain to the aforementioned trading industry and geographic area.
16

Commitments with non - related parties

	
	September 30, 2017

	
	(in thousand Baht)

	Non-cancellable operating lease commitment
	

	Within 1 year
	1,239

	Over 1 year within 3 years
	732

	Total  non-cancellable operating lease commitment
	1,971

	
	

	Other commitments
	

	Letters of guarantee issued by banks 
	161,663

	Total other commitments
	161,663

	Total commitments with non - related parties
	163,634


Significant agreements with non-related parties

The Company has made non-cancellable operating lease agreement for vehicle, security fee and xerox machine ended in 2020. 
23

