Thai Metal Trade Public Company Limited

Notes to the Financial Statements

For the year ended 31 December 2018

1
General information
Thai Metal Trade Public Company Limited (the “Company”) is a public limited company incorporated and resident in Thailand. The address of the Company’s registered office is 
22nd Floor, Bangkok City Tower, 179 South Sathorn Road, Thungmahamek, Sathorn, Bangkok 10120.  In addition, the Company has two plants as follows:
· 131 Rama III Road, Bangkorleam, Bangkok 10120; and
· 332-333 Moo 5, Paholyothin Road, Lamsai, Wangnoi, Ayutthaya 13170

The principal business operations of the Company are selling and transforming structural steel, plates and sheets. Purchases are principally made from local suppliers and certain purchases are imported and its products are domestic sales.
These financial statements were authorised for issue by the Board of Directors on 15 February 2019.

2
Accounting policies
The principal accounting policies adopted in the preparation of these financial statements are set out below:

2.1
Basis of preparation 
The financial statements have been prepared in accordance with Thai generally accepted accounting principles under the Accounting Act of B.E. 2543, being those Thai Financial Reporting Standards issued under the Accounting Profession Act B.E. 2547, and the financial reporting requirements of the Securities and Exchange Commission under the Securities and Exchange Act.

The financial statements have been prepared under the historical cost convention.

The preparation of financial statements in conformity with Thai generally accepted accounting principles requires the use of certain critical accounting estimates. It also requires management to exercise its judgement in the process of applying the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 4.

An English version of the financial statements has been prepared from the statutory financial statements that are in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language statutory financial statements shall prevail.
2.2
Revised accounting standards, revised financial reporting standards, and related interpretations
2.2.1
Revised accounting standards are effective for annual periods beginning on or after 
1 January 2018 which have significant change and are relevant to the Company:
	TAS 7 (revised 2017)
	Statement of cash flows

	TAS 12 (revised 2017)
	Income taxes


Commencing from 1 January 2018, the Company has applied these financial reporting standards. There are no material impacts to the Company as a result of such adoption.
2
Accounting policies (Cont’d)
2.2
Revised accounting standards, revised financial reporting standards, and related interpretations (Cont’d)
2.2.2
TFRS15 Revenue from contracts with customers. This standard will become effective for annual periods beginning on or after 1 January 2019. The Company has not early adopted this standard.
TFRS 15 provide the requirements for the recognition of revenue. This standard will supersede the following standards:

	TAS 11 (revised 2017)
	Construction contracts

	TAS 18 (revised 2017)
	Revenue

	TFRIC 13 (revised 2017)
	Customer loyalty programmes

	TFRIC 15 (revised 2017)
	Agreements for the construction of real estate

	TFRIC 18 (revised 2017)
	Transfers of assets from customers

	TSIC 31 (revised 2017)
	Revenue - barter transactions involving advertising services


The new standard is based on the principle that revenue is recognised when control of a good or service transfers to a customer - so the notion of control replaces the existing notion of risks and rewards. 

The Company will have a choice to apply this standard retrospectively in accordance with TAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, subject to the expedients or retrospectively with the cumulative effect recognised as an adjustment to the opening balance of retained earnings of the annual reporting period that includes the date of initial application with additional disclosures. 
Management is currently assessing the impact from initial application of this standard in detail.

2.2.3 
Financial instruments reporting standards which are effective for annual periods beginning on or after 1 January 2020 consist of the following standards.

	TAS 32
	Financial instruments: Presentation

	TFRS 7
	Financial Instruments: Disclosures

	TFRS 9
	Financial Instruments


The management is currently assessing the impact of these standards.

2.3
Foreign currency translation

Functional and presentation currency

Items included in the financial statements of the entity are measured using the currency of the primary economic environment in which the entity operates (‘the functional currency’). The financial statements are presented in Thai Baht, which is the company’s functional and presentation currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit or loss.
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Accounting policies (Cont’d)
2.3
Foreign currency translation

Transactions and balances (Cont’d)
When a gain or loss on a non-monetary item is recognised in other comprehensive income, any exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss on a non-monetary item is recognised in profit and loss, any exchange component of that gain or loss is recognised in profit and loss.

2.4
Cash and cash equivalents
Cash and cash equivalents are carried in the statement of financial position at cost. Cash and cash equivalents comprise cash on hand, deposits held at call with financial institutions, short-term highly liquid investments with maturities of three months or less from the date of acquisition.

2.5
Trade accounts receivable

Trade accounts receivable are recognised initially at original invoice amount and subsequently measured at the remaining amount less allowance for doubtful receivables based on a review of all outstanding amounts at the year-end. The amount of the allowance is the difference between the carrying amount of the receivable and the amount expected to be collectible. Bad debts are written-off during the year in which they are identified and recognised in the profit or loss within administrative expenses.

2.6
Inventories

Inventories are stated at the lower of cost or net realisable value. Cost is determined by the moving average method. The cost of purchase comprises both the purchase price and costs directly attributable to the acquisition of the inventory, such as import duties and transportation charges, less all attributable discounts, allowances or rebates. The cost of finished goods and work in progress are standard costs which comprises raw materials, direct labour, other direct costs and related production overheads, the latter being allocated based on normal operating capacity. It excludes borrowing costs. Net realisable value is the estimate of the selling price in the ordinary course of business, less applicable variable selling expenses. Allowance is made, where necessary, for obsolete, slow-moving and defective inventories.
2.7
Investment property

Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by the Company, is classified as investment property. Investment property also includes property that is being constructed or developed for future use as investment property.

Investment property of the Company is land held for long-term rental yields or for capital appreciation, including certain land which is currently undetermined for future use.

Investment property is measured initially at its cost including related transaction costs. After initial recognition, investment property is carried at cost less accumulated impairment losses (if any).

Subsequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future economic benefits associated with the expenditure will flow to the Company and the cost of the item can be measured reliably. All other repairs and maintenance costs are expensed when incurred. 
2
Accounting policies (Cont’d)
2.8
Property, plant and equipment

All property, plant and equipment are initially recorded at cost. Plant and equipment are stated at historical cost less accumulated depreciation. Historical cost includes expenditure that is directly attributable to the acquisition of the items.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and maintenance are charged to profit or loss during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to its residual value over the estimated useful life as follows except land which is considered to have an indefinite life.

	Land improvements
	5, 20 years

	Buildings and building improvements
	3, 10, 20, 25 years

	Machinery and equipment
	5, 10, 20 years

	Furniture and fixtures
	3, 5 years

	Trucks and motor vehicles
	5, 10 years


The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable amount. 

Gains and losses on disposals are determined by comparing the proceeds with carrying amount and are recognised within “other gains or losses, net” in profit or loss.
2.9
Intangible asset - Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific software. These costs are amortised using the straight-line method over their estimated useful lives in five years.

2.10
Impairment of assets

Assets that are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying amount of the asset exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell or value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows. Non-financial assets that suffered an impairment are reviewed for possible reversal of the impairment at each reporting date.
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Accounting policies (Cont’d)
2.11
Leases - where the Company is the lessee

Leases of property, plant or equipment where the Company has substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased property or the present value of the minimum lease payments. 
Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance balance outstanding. The outstanding lease obligations, net of finance charges, are included in other long-term liabilities. The interest element of the finance cost is charged to profit or loss over the lease period so as to achieve a constant periodic rate of interest on the remaining balance of the liability for each period. The property acquired under finance leases is depreciated over the shorter period of the useful life of the asset or the lease term.
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to profit or loss on a straight-line basis over the period of the lease.

2.12
Current and deferred income taxes
The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss, except to the extent that it relates to items recognised in other comprehensive income or directly in equity. In this case the tax is also recognised in other comprehensive income or directly in equity, respectively.
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the end of reporting period in the country where the Company operates and generates taxable income. Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.
Deferred income tax is recognised, using the liability method, on temporary differences arising from differences between the tax base of assets and liabilities and their carrying amounts in the financial statements. However, the deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than 
a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the end of the reporting period and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.
Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit will be available against which the temporary differences can be utilised.
Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or different taxable entities where there is an intention to settle the balances on a net basis.
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Accounting policies (Cont’d)
2.13
Employee benefits

The Company has post-employment benefits both defined benefit and defined contribution plans. A defined contribution plan is a pension plan under which the Company pays fixed contributions into a separate entity. The Company has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods. A defined benefit plan is a pension plan that is not a defined contribution plan. Typically defined benefit plans define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or more factors such as age of employees, years of service and compensation.

· Defined benefit plans - retirement benefit

The Company provides for post employment benefits, payable to employees under the labour laws applicable in Thailand. The liability in respect of employee benefits is the present value of the defined benefit obligation which is calculated by an independent actuary in accordance with the actuarial technique. The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using yields on government bonds which have terms to maturity approximating to the terms of the related liability. The estimated future cash outflows shall reflect employee salaries, turnover rate, mortality, length of service and other factors. Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity in other comprehensive income in the period in which they arise. Past-service costs are recognised immediately in profit or loss. The costs associated with providing these benefits are charged to the profit or loss so as to spread the cost over the employment period during which the entitlement to benefits is earned.

· Defined contribution plans - provident fund
The Company operates a provident fund, being a defined contribution plan.  The assets are held in a separate fund which is managed by the external fund manager. The provident fund is funded by payments from employees and by the Company. The Company’s contributions to the provident fund are charged to the profit or loss in the years to which they relate.

2.14
Provisions

Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation, and the amount has been reliably estimated. Where the Company expects a provision to be reimbursed, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain.

2.15
Revenue recognition

Revenue from sales of goods comprises the invoice valued for the sales of goods net of rebate and discounts. Revenue from sales of goods is recognised when significant risks and rewards of ownership of the goods are transferred to the buyer. 

Revenue from rendering services is based on the stage of completion.

Interest income is recognised on an accrual basis unless collectibility is in doubt.
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Accounting policies (Cont’d)
2.16
Segment reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as Board of Directors that makes strategic decisions.
3
Financial risk management
3.1
Financial risk factors
The principal financial risks faced by the Company are market risk (including currency risk and interest rate risk), credit risk and liquidity risk. The risk management policies of these particular risks are as follows:

3.1.1
Foreign exchange risk 

The Company purchases goods from overseas and is exposed to foreign exchange risk arising primarily from US Dollar. The Company uses forward contracts to hedge their exposure to foreign currency risk protect. 
3.1.2
Interest rate risk
The Company has short-term borrowings from financial institutions which are normally used for working capital. Generally, these borrowings have fixed interest rates are agreed terms money market rate. Interest rates approximate to the market rates as the borrowings are short-term.

3.1.3
Credit risk
The Company has policies in place to ensure that goods are sold to customers with an appropriate credit history and as a policy, certain major credit sales should be supported by bank guarantees as collateral. In addition, as at 31 December 2018 and 2017, the Company had no significant concentrations of credit risk on any industries. In addition, the Company has no significant risk with financial institutions since cash is placed with reputable financial institutions.

3.1.4
Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of funding through an adequate amount of committed credit facilities and the ability to manage market positions. Due to the dynamic nature of the underlying business, the Company aims at maintaining flexibility in funding by keeping committed credit lines available.

3
Financial risk management (Cont’d)

3.2
Accounting for financial instruments

The Company is party to derivative financial instruments, which mainly comprise foreign currency forward contracts. Such instruments are not recognised in the financial statements on inception.

Foreign currency forward contracts protect the Company from movements in exchange rates by establishing the rate at which a foreign currency asset will be realised or a foreign currency liability settled. Any increase or decrease in the amount required to realise the asset or settle the liability is offset by a corresponding movement in the value of the forward exchange contract. The realised gains and losses on the derivative instruments and the underlying financial asset or liability are therefore offset for financial reporting purposes and are recognised in the financial statements. 

Disclosures about derivative financial instruments to which the Company is a party are provided in Note 30.

3.3
Fair value estimation
As at 31 December 2018, the Company had no assets or liabilities measured at fair value. Disclosures of fair value measurements by level are as below:
· Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

· Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2).

· Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs) (Level 3).

The fair values of financial assets and liabilities approximate their carrying amounts.

4
Critical accounting estimates, assumption and judgement
Accounting estimates and judgement are continually evaluated and are based on historical experience and other factors, including expectation of future events that are believed to be reasonable under the circumstance.

4.1
Allowance for doubtful accounts

The Company maintains an allowance for doubtful accounts to reflect impairment of trade receivables relating to estimated losses resulting from the default or inability of customers to make required payments. The allowance is based on consideration of historical collection experience, known and identified instances of default of each customer. The management will fully set up allowance for outstanding amounts overdue more than 6 months and without any collateral.
4
Critical accounting estimates, assumption and judgement (Cont’d)
4.2
Allowance for obsolete, slow-moving and defective inventories

The Company maintains an allowance for obsolete, slow-moving and defective inventories to reflect impairment of inventories. The allowance is based on consideration of inventory turnover and deterioration of each inventory category.

4.3
Property, plant and equipment

Management determines the estimated useful lives and residual values for the plant and equipment of which are mainly considered by technical ability and economic useful lives. The management will revise the depreciation charge where useful lives and residual values are significantly different to previously estimated, or when it is written off and sold.

4.4
Retirement employee benefits

The Company has commitments on retirement benefits to employees under the Thai Labour Law. The amount of provision presented in the statement of financial position represents the present value of employee benefit obligations which is determined on an actuarial basis using various assumptions. The assumptions used in determining the net period cost for employee benefits includes the discount rate, the rate of salary inflation and employee turnover and others. Any changes in these assumptions will impact the net periodic cost recorded for employee benefits.  On an annual basis the Company determines those assumptions i.e. the appropriate discount rate, which should represent the interest rate that should be used to determine the present value of future cash flows currently expected to be required to settle the employee benefits.  In determining the appropriate discount rate, the Company considers the market yield of government bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating the terms of the liability. Other key assumptions are based in part on current market conditions. Additional information is disclosed in Note 17.
5
Capital risk management 
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, return capital to shareholders, issue new shares or sell assets to reduce debt.

6
Cash and cash equivalents
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Cash on hand
	154,078
	158,874

	Current accounts
	40,504,037
	27,598,758

	Saving accounts
	192,164,854
	142,705,569

	
	
	

	Total
	232,822,969
	170,463,201


As at 31 December 2018, the interest rates of saving accounts were 0.20% to 0.38% per annum (2017: 0.20% to 0.38% per annum).

7
Trade accounts receivable, net

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Trade accounts receivable
	2,712,436,573
	2,493,523,602

	Less  Allowance for doubtful accounts
	(28,160,744)
	(8,592,651)

	
	
	

	Trade accounts receivable, net
	2,684,275,829
	2,484,930,951


Outstanding trade accounts receivable can be aged as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Current balance
	1,904,176,464
	1,972,057,059

	Overdue: less than 1 month
	613,762,440
	445,010,560

	Over 1 month to 3 months
	152,997,803
	60,381,518

	Over 3 months to 6 months
	11,099,636
	6,788,957

	Over 6 months to 12 months 
	21,559,245
	5,555,881

	Over 12 months
	8,840,985
	3,729,627

	
	
	

	
	2,712,436,573
	2,493,523,602

	Less  Allowance for doubtful accounts
	(28,160,744)
	(8,592,651)

	
	
	

	Trade accounts receivable, net
	2,684,275,829
	2,484,930,951


The Company has not provided allowance for doubtful accounts to certain accounts receivable which are overdue more than 6 months because these customers have provided bank guarantees to the Company.
8
Inventories, net
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Raw materials
	151,999,335
	180,833,130

	Finished goods
	1,622,598,432
	1,494,449,858

	
	
	

	Total inventories
	1,774,597,767
	1,675,282,988

	Less  Allowance for net realisable value
	
	

	· for raw materials
	(598,664)
	(1,652,685)

	· for finished goods
	(9,379,884)
	(9,270,323)

	
	
	

	Inventories, net
	1,764,619,219
	1,664,359,980


The Company has provided allowance for net realisable value amounting to Baht 9.98 million to raw materials and finished goods for the year ended 31 December 2018 (2017: Baht 10.92 million).

9
Investment property
	
	Land

	At 31 December
	2018
	2017

	
	Baht
	Baht

	
	
	

	Cost
	
	

	Opening net book value
	55,729,000
	55,729,000

	
	
	

	Closing net book value
	55,729,000
	55,729,000

	
	
	

	Fair value
	123,395,000
	123,395,000


In November 2016 and January to February 2017, the Company engaged an independent appraiser to assess the fair value of investment property by using the Comparison Approach which is based on sales prices of comparable land in close proximity and adjusted for differences in key attributes such as size and shape, location and condition of land. Such information is sufficient for comparison to determine the fair value of the property. As the valuation technique used significant unobservable inputs, the Company classified the fair value measurement as level 3 of fair value hierarchy (Note 3.3).
10
Property, plant and equipment, net

	
	 
	
	Buildings 
	
	
	Trucks 
	
	Machineries
	

	
	
	Land
	and building
	Machineries 
	Furniture
	and motor
	Construction
	under
	

	
	Land
	improvements
	improvements
	and equipment
	and fixtures
	vehicles
	in progress
	installation
	Total

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	
	
	
	
	
	

	At 1 January 2017
	
	
	
	
	
	
	
	
	

	Cost
	644,942,000
	91,643,543
	1,121,376,144
	1,006,687,913
	104,138,580
	128,223,846
	9,723,652
	86,326,268
	3,193,061,946

	Less  Accumulated
	
	
	
	
	
	
	
	
	

	
     depreciation
	-
	(44,662,478)
	(388,789,680)
	(627,091,855)
	(89,915,833)
	(55,964,519)
	-
	-
	(1,206,424,365)

	
	
	
	
	
	
	
	
	
	

	Net book value
	644,942,000
	46,981,065
	732,586,464
	379,596,058
	14,222,747
	72,259,327
	9,723,652
	86,326,268
	1,986,637,581

	
	
	
	
	
	
	
	
	
	

	For the year ended 
	
	
	
	
	
	
	
	
	

	   31 December 2017
	
	
	
	
	
	
	
	
	

	Opening net book value
	644,942,000
	46,981,065
	732,586,464
	379,596,058
	14,222,747
	72,259,327
	9,723,652
	86,326,268
	1,986,637,581

	Additions
	-
	-
	-
	23,899,340
	4,831,056
	23,855,523
	201,112,533
	218,048,491
	471,746,943

	Transfers
	-
	-
	92,118,974
	155,387,590
	1,970,200
	-
	(86,729,782)
	(162,746,982)
	-

	Disposals, net
	-
	-
	-
	(3,973)
	(49,487)
	(3,485,666)
	-
	-
	(3,539,126)

	Depreciation (Note 21)
	-
	(3,754,377)
	(58,708,352)
	(80,532,861)
	(6,709,538)
	(7,809,191)
	-
	-
	(157,514,319)

	
	
	
	
	
	
	
	
	
	

	Closing net book value
	644,942,000
	43,226,688
	765,997,086
	478,346,154
	14,264,978
	84,819,993
	124,106,403
	141,627,777
	2,297,331,079

	
	
	
	
	
	
	
	
	
	

	At 31 December 2017
	
	
	
	
	
	
	
	
	

	Cost
	644,942,000
	91,643,543
	1,213,495,118
	1,184,000,256
	108,643,746
	138,612,127
	124,106,403
	141,627,777
	3,647,070,970

	Less  Accumulated
	
	
	
	
	
	
	
	
	

	
     depreciation
	-
	(48,416,855)
	(447,498,032)
	(705,654,102)
	(94,378,768)
	(53,792,134)
	-
	-
	(1,349,739,891)

	
	
	
	
	
	
	
	
	
	

	Net book value
	644,942,000
	43,226,688
	765,997,086
	478,346,154
	14,264,978
	84,819,993
	124,106,403
	141,627,777
	2,297,331,079
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Property, plant and equipment, net (Cont’d)
	
	
	
	Buildings 
	
	
	Trucks 
	
	Machineries
	

	
	
	Land
	and building
	Machineries 
	Furniture
	and motor
	Construction
	under
	

	
	Land
	improvements
	improvements
	and equipment
	and fixtures
	vehicles
	in progress
	installation
	Total

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	
	
	
	
	
	

	For the year ended 
	
	
	
	
	
	
	
	
	

	   31 December 2018
	
	
	
	
	
	
	
	
	

	Opening net book value
	644,942,000
	43,226,688
	765,997,086
	478,346,154
	14,264,978
	84,819,993
	124,106,403
	141,627,777
	2,297,331,079

	Additions
	-
	-
	237,599
	13,555,799
	6,452,141
	29,134,598
	314,097,233
	350,958,799
	714,436,169

	Transfers
	-
	-
	98,802,552
	255,681,133
	50,231
	-
	(88,471,508)
	(266,062,408)
	-

	Disposals, net
	-
	-
	-
	(20)
	(670)
	(6,540,100)
	-
	-
	(6,540,790)

	Depreciation (Note 21)
	-
	(3,754,378)
	(60,478,786)
	(90,507,770)
	(7,089,878)
	(10,359,960)
	-
	-
	(172,190,772)

	
	
	
	
	
	
	
	
	
	

	Closing net book value
	644,942,000
	39,472,310
	804,558,451
	657,075,296
	13,676,802
	97,054,531
	349,732,128
	226,524,168
	2,833,035,686

	
	
	
	
	
	
	
	
	
	

	At 31 December 2018
	
	
	
	
	
	
	
	
	

	Cost
	
	
	
	
	
	
	
	
	

	Less  Accumulated
	644,942,000
	91,643,543
	1,312,535,269
	1,452,558,713
	114,111,114
	149,420,999
	349,732,128
	226,524,168
	4,341,467,934

	
    depreciation
	-
	(52,171,233)
	(507,976,818)
	(795,483,417)
	(100,434,312)
	(52,366,468)
	-
	-
	(1,508,432,248)

	
	
	
	
	
	
	
	
	
	

	Net book value
	644,942,000
	39,472,310
	804,558,451
	657,075,296
	13,676,802
	97,054,531
	349,732,128
	226,524,168
	2,833,035,686


Depreciation expenses of Baht 143,160,863 (2017: Baht 129,291,142) and Baht 29,029,909 (2017: Baht 28,223,177) were charged in costs of sales and administrative expenses, respectively.
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Property, plant and equipment, net (Cont’d)
Vehicles included the following amounts which the Company is a lessee under the finance lease:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Cost - capitalised finance lease
	1,680,374
	5,179,374

	Less  Accumulated depreciation 
	(970,658)
	(3,017,218)

	
	
	

	Net book value
	709,716
	2,162,156
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Intangible assets, net

	
	
	Computer
	

	
	Computer
	software during  
	

	
	software
	installation
	Total

	
	Baht
	Baht
	Baht

	
	
	
	

	At 1 January 2017
	
	
	

	Cost
	54,710,391
	2,443,600
	57,153,991

	Less  Accumulated amortisation
	(37,272,322)
	-
	(37,272,322)

	
	
	
	

	Net book value
	17,438,069
	2,443,600
	19,881,669

	
	
	
	

	For the year ended 31 December 2017
	
	
	

	Opening net book value
	17,438,069
	2,443,600
	19,881,669

	Additions
	612,936
	2,631,900
	3,244,836

	Transfers
	312,000
	(312,000)
	-

	Amortisation charge (Note 21)
	(5,171,075)
	-
	(5,171,075)

	
	
	
	

	Closing net book value
	13,191,930
	4,763,500
	17,955,430

	
	
	
	

	At 31 December 2017
	
	
	

	Cost
	55,635,327
	4,763,500
	60,398,827

	Less  Accumulated amortisation
	(42,443,397)
	-
	(42,443,397)

	
	
	
	

	Net book value
	13,191,930
	4,763,500
	17,955,430

	
	
	
	

	For the year ended 31 December 2018
	
	
	

	Opening net book value
	13,191,930
	4,763,500
	17,955,430

	Additions
	220,000
	11,738,438
	11,958,438

	Transfers
	14,166,438
	(14,166,438)
	-

	Amortisation charge (Note 21)
	(6,003,274)
	-
	(6,003,274)

	
	
	
	

	Closing net book value
	21,575,094
	2,335,500
	23,910,594

	
	
	
	

	At 31 December 2018
	
	
	

	Cost
	70,021,765
	2,335,500
	72,357,265

	Less  Accumulated amortisation
	(48,446,671)
	-
	(48,446,671)

	
	
	
	

	Net book value
	21,575,094
	2,335,500
	23,910,594
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Deferred income taxes
The analysis of deferred income tax assets and deferred tax liabilities is as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Deferred tax assets:
	
	

	   Deferred tax assets to be recovered within 12 months
	1,995,710
	2,184,602

	   Deferred tax assets to be recovered more than 12 months
	8,762,188
	7,395,147

	
	
	

	Total deferred tax assets
	10,757,898
	9,579,749

	
	
	

	Deferred tax liabilities:
	
	

	   Deferred tax liabilities to be recovered within 12 months
	(222,511)
	-

	   Deferred tax liabilities to be settled more than 12 months
	(956,811)
	(988,575)

	
	
	

	Total deferred tax liabilities
	(1,179,322)
	(988,575)

	
	
	

	Deferred income taxes, net
	9,578,576
	8,591,174


Deferred income taxes are calculated in full on temporary differences under the liability method using a principal tax rate of 20% (2017: 20%).

The gross movement in the deferred income tax account is as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	As 1 January
	8,591,174
	6,305,958

	Credited to profit and loss (Note 22)
	987,402
	2,285,216

	
	
	

	At 31 December
	9,578,576
	8,591,174


The movement in deferred tax assets and liabilities during the year is as follows:

	
	Allowance for
	Employee
	

	
	net realisable
	benefits
	

	
	value 
	obligations
	Total

	
	Baht
	Baht
	Baht

	
	
	
	

	Deferred tax assets:
	
	
	

	At 1 January 2017
	1,526,118
	6,119,987
	7,646,105

	Credited to profit and loss
	658,484
	1,275,160
	1,933,644

	
	
	
	

	At 31 December 2017
	2,184,602
	7,395,147
	9,579,749

	(Charged)Credited to profit and loss
	(188,892)
	1,367,041
	1,178,149

	
	
	
	

	At 31 December 2018
	1,995,710
	8,762,188
	10,757,898
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Deferred income taxes (Cont’d)
The movement in deferred tax assets and liabilities during the year is as follows: (Cont’d)

	
	
	Temporary
	

	
	Temporary
	difference for
	

	
	difference for
	debenture
	

	
	depreciation 
	issuance costs
	Total

	
	Baht
	Baht
	Baht

	
	
	
	

	Deferred tax liabilities:
	
	
	

	At 1 January 2017
	(1,340,147)
	-
	(1,340,147)

	Credited to profit and loss
	351,572
	-
	351,572

	
	
	
	

	At 31 December 2017
	(988,575)
	-
	(988,575)

	(Charged)Credited to profit and loss
	325,315
	(516,062)
	(190,747)

	
	
	
	

	At 31 December 2018
	(663,260)
	(516,062)
	(1,179,322)
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Short-term borrowings from financial institutions

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Short-terms borrowings from financial institutions
	3,567,727,365
	3,715,020,075

	
	
	

	Total
	3,567,727,365
	3,715,020,075


The short-term borrowings from financial institutions denominated in Thai Baht bear interest rates during the year as follows:
	
	2018
	2017

	
	
	

	Short-term borrowings from financial institutions
	1.75% - 2.03%
	1.75% - 1.92%

	Trust receipts
	1.75% - 1.85%
	1.80% - 1.85%


As at 31 December 2018, the short-term borrowings from financial institutions were unsecured and due within January to March 2019 (2017: January to March 2018) which normally, can be renewed. The Company has provided the Negative Pledge to the financial institutions.

14
Finance lease liabilities, net
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Liabilities due :
	
	

	Not later than 1 year
	772,000
	1,619,080

	Later than 1 year but not later than 5 years
	-
	772,000

	
	
	

	
	772,000
	2,391,080

	Less  Future finance charges on finance leases
	(13,819)
	(99,542)

	
	
	

	Present value of finance lease liabilities
	758,181
	2,291,538
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Finance lease liabilities, net (Cont’d)
The present value of financial lease liabilities is as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Not later than 1 year
	758,181
	1,533,357

	Later than 1 year but not later than 5 years
	-
	758,181

	
	
	

	Present value of financial lease liabilities
	758,181
	2,291,538
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Debentures

	
	
	2018

	
	
	Baht

	
	
	

	Unsecured bond no. 1/2018
	
	996,567,890

	Less  Current portion of debentures
	
	(1,479,828)

	
	
	

	Debenture payable over 1 year
	
	995,088,062


The movement in debentures during the year is as follows:
	For the year ended 31 December 2018
	

	
	Baht

	
	

	Opening book amount
	-

	Issuance of debentures
	1,000,000,000

	Amortisation of issuance costs
	1,060,486

	Deferred issuance costs
	(4,492,596)

	
	

	Closing book amount
	996,567,890


On 5 April 2018, the Company issued name-registered, unsubordinated and unsecured debentures totalling 1,000,000 units with the fixed interest of 3.75% per annum payable every 6 months. 
The issued debentures have the face value of Baht 1,000. The debentures will be redeemed within 3 years after the issuance date for the amount Baht 1,000 million.
The carrying amounts and fair values of certain debentures are as follows:
	
	Carrying amounts
	Fair values

	
	2018
	2017
	2018
	2017

	
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	

	Debentures
	996,567,890
	-
	997,459,960
	-


The fair value of current borrowings equal their carrying amount, as the impact of discounting is not significant.
The fair values are based on discounted cash flows using a discount rate based upon the borrowing rate of 3.91% and are within level 2 of the fair value hierarchy.
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Other payables
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Accrued expenses and other payables
	129,673,211
	132,697,613

	Payable from construction in progress
	42,457,211
	15,664,784

	Retention from construction
	4,735,541
	8,752,488

	Withholding tax payable
	2,204,615
	1,972,293

	Accrued interest expenses
	11,698,321
	2,502,136

	
	
	

	Total
	190,768,899
	161,589,314
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Employee benefit obligations

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Statement of financial position
	
	

	-
Retirement benefits
	43,810,941
	36,975,735

	
	
	

	Statement of Comprehensive Income
	
	

	· Retirement benefits
	6,835,206
	6,375,801


The movement in the obligations for retirement benefit are as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Opening balance
	36,975,735
	30,599,934

	Current service cost
	6,110,598
	5,776,173

	Interest cost
	724,608
	599,628

	
	
	

	Closing balance
	43,810,941
	36,975,735


The amounts recognised in the statement of comprehensive income are as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Current service cost
	6,110,598
	5,776,173

	Interest cost
	724,608
	599,628

	
	
	

	Total included in staff costs
	6,835,206
	6,375,801


Of the total charges, Baht 1,913,177 (2017: Baht 1,505,840) and Baht 4,922,029 (2017: Baht 4,869,961) were included in costs of sales and administrative expenses, respectively.

The amounts recognised in other comprehensive income are as follows:
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Cumulative loss on remeasurement
	7,503,497
	7,503,497


The principal actuarial assumptions used were as follows:

	
	2018
	2017

	
	
	

	Discount rate
	1.96% per annum
	1.96% per annum

	Future salary increase rate
	5% per annum
	5% per annum

	Employee turnover rate
	0% - 41% per annum
	0% - 41% per annum
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Employee benefit obligations (Cont’d)
Sensitivity analysis for each significant assumption disclose:
	
	Impact on defined benefit obligations 

as at 31 December 2018

	
	Change in 
	Increase in 
	Decrease in 

	
	assumption
	obligations
	obligations

	
	%
	Baht
	Baht

	
	
	
	

	Discount rate
	+1%
	
	(2,346,293)

	
	-1%
	2,626,595
	

	Future salary increase rate
	+1%
	3,227,419
	

	
	-1%
	
	(2,922,045)

	Employee turnover rate 
	+1%
	
	(2,562,873)

	
	-1%
	1,375,743
	


The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated. When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions, the same method (present value of the defined benefit obligation calculated with the projected unit credit method at the end of the reporting period) has been applied as when calculating the liability recognised in the statement of financial position.
The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the previous period.

Expected maturity analysis of undiscounted retirement benefits:

	
	Less than a year
	Between 
1-2 years
	Between 
2-5 years
	Over 5 years
	Total

	
	Baht
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	
	

	At 31 December 2018
	
	
	
	
	

	Retirement benefits
	4,489,057
	13,967,362
	14,166,935
	27,657,106
	60,280,460


The weighted average duration of the defined benefit obligation is 21.95 years (2017: 22.95 years).
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Share capital and premium on share capital
	
	
	Issued and 
	
	

	
	
	paid-up
	
	

	
	Number of
	ordinary
	Premium on
	

	
	authorised
	shares
	share capital
	Total

	
	shares
	Baht
	Baht
	Baht

	
	
	
	
	

	At 1 January 2017
	436,000,000
	435,379,017
	427,323,198
	862,702,215

	Issue of ordinary shares
	-
	-
	-
	-

	
	
	
	
	

	At 31 December 2017
	436,000,000
	435,379,017
	427,323,198
	862,702,215

	Issue of ordinary shares
	-
	-
	-
	-

	
	
	
	
	

	At 31 December 2018
	436,000,000
	435,379,017
	427,323,198
	862,702,215


As at 31 December 2018, the total number of authorised ordinary shares were 436,000,000 shares with a par value of Baht 1 per share (2017: 436,000,000 shares with a par value of Baht 1 per share). The shares of 435,379,017 shares (2017: 435,379,017 shares) were issued and fully paid-up.
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Promotional privileges

The Company received promotional privileges from the Board of Investment 60-1479-1-04-1-0 dated 28 December 2017 in respect of investment in manufacturing of steels, metal tubes, and metal cutting for an improvement of the production efficiency for alternative energy utilisation. Under these privileges, the Company is exempted from various taxes and duties including exemption from import duties on imported machine and exemption from corporate income tax for the promoted activities in an amount not over than 50% of the investment for an improvement of the production efficiency which excludes investment on land and current assets for a period of three years from the date the promoted operation commenced generating revenue.

Sales classified by BOI promoted activities and non-BOI promoted activities for the year ended 31 December 2018 are as follows;
	
	BOI
	Non-BOI
	

	
	promoted
	promoted
	

	
	activities
	activities
	Total

	
	Baht
	Baht
	Baht

	
	
	
	

	Sales
	9,268,367,391
	8,101,620,433
	17,369,987,824
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Other income

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Service income
	47,128,277
	53,052,371

	Interest income
	1,955,895
	8,123,163

	Gain of disposals of equipment
	-
	1,224,808

	Others
	830,595
	992,343

	
	
	

	Total
	49,914,767
	63,392,685
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Expenses by nature
The following expenditures, classified by nature, have been charged in arriving at profit before finance costs and income tax:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Staff costs
	394,616,785
	376,196,064

	Depreciation on property, plant and equipment (Note 10)
	172,190,772
	157,514,319

	Amortisation of intangible assets (Note 11)
	6,003,274
	5,171,075

	Selling and marketing expenses
	193,980,921
	164,974,002

	Professional and consultant fees
	3,921,239
	6,645,564

	Rental expenses
	17,260,800
	17,260,800
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Income tax expense
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Current tax
	52,506,275
	157,319,836

	Deferred tax (Note 12)
	(987,402)
	(2,285,216)

	
	
	

	Total income tax expense
	51,518,873
	155,034,620


The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the basic tax rate of the home country of the company as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Profit before income tax
	457,402,339
	796,072,826

	
	
	

	Tax calculated at a tax rate of 20% (2017: 20%)
	91,480,468
	159,214,565

	
	
	

	Tax effect of:
	
	

	   Income not subject to tax
	(36,367,869)
	-

	   Expenses not deductible for tax purpose
	2,443,639
	1,279,631

	   Expenses deductible at a greater amount
	(6,037,365)
	(5,459,576)

	
	
	

	Tax charge
	51,518,873
	155,034,620
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Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to shareholders by the weighted average number of ordinary shares in issue during the year.
	
	2018
	2017

	
	
	

	Profit attributable to shareholders (Baht)
	405,883,466
	641,038,206

	Weighted average number of ordinary shares
	
	

	   in issue during the year (Shares)
	435,379,017
	435,379,017

	
	
	

	Basic earnings per share (Baht)
	0.93
	1.47


There are no potential dilutive ordinary shares in issue during the years ended 31 December 2018 and 2017.
24
Dividends
At the Annual General Shareholders’ Meeting held on 5 April 2018, the shareholders approved for the payment of dividends in respect of results of operations for the year 2017 of Baht 1.20 per share for 435,379,017 shares, totalling Baht 522.45 million. The dividends had been paid to the shareholders on 19 April 2018.
At the Annual General Shareholders’ Meeting held on 5 April 2017, the shareholders approved for the payment of dividends in respect of results of operations for the year 2016 of Baht 1.50 per share for 435,379,017 shares, totalling Baht 653.07 million. The dividends were paid to the shareholders on 19 April 2017. 
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Legal reserve

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Beginning balance
	43,600,000
	43,600,000

	
	
	

	Ending balance
	43,600,000
	43,600,000


Under the Public Company Act, B.E. 2535, the Company is required to set aside as a legal reserve at least 5% of its net profit after accumulated deficit brought forward (if any) until the reserve is not less than 10% of the authorised share capital. The legal reserve is non distributable.
26
Contingent liabilities
Letters of guarantee

As at 31 December 2018, the Company had outstanding letters of guarantee of Baht 64.84 million (2017: Baht 64.18 million) issued by a bank for electricity usage and purchases of goods. No liabilities are anticipated to be arisen.

Letters of credits

As at 31 December 2018, the Company had outstanding letters of credits amounting to Baht 3.07 million, US Dollar 0.92 million and Yen 31.85 million in relation to purchases of goods and capitals (2017: US Dollar 3.21 million and Yen 9.72 million in relation to purchases of goods).
27
Commitments

Operating leases
The future minimum lease payments under operating leases arising from the office equipment and vehicles as at 31 December were as follows:

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Due within 1 year
	8,260,500
	17,973,000

	Due over 1 year but less than 5 years
	3,197,300
	10,830,300

	
	
	

	Total
	11,457,800
	28,803,300


Sales commitments 
As at 31 December 2018, the Company had outstanding commitments relating to the sales of goods with a fixed selling price totalling Baht 2.50 million (2017: Baht 8.50 million).
Purchase commitments
As at 31 December 2018, the Company had no outstanding commitments relating to the purchases of goods with fixed buying prices (2017: US Dollar 0.20 million).
Capital commitments
As at 31 December 2018, the Company had capital expenditure contracted but not yet recognised of Baht 51.01 million, US dollars 2.40 million and Yen 31.85 million (2017: Baht 163.67 million, 
US dollars 3.37 million and Yen 9.72 million).
28
Related party transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or are under common control with, the Company including holding companies, subsidiaries and fellow subsidiaries are related parties of the Company. Associates and individuals owning, directly or indirectly, an interest in the voting power of the Company that gives them significant influence over the enterprise, key management personnel, including directors and officers of the Company and close members of the family of these individuals and companies associated with these individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.

Major shareholders of the Company are members of Tarasarnsombat family.

The transactions with a related company, Connex Business Online Co., Ltd., arose from purchasing of software programme and using computer system service. Certain shareholders of the Company have significant holding in the shares of Connex Business Online Co., Ltd.
The Company has entered into operating lease agreements of a land and building at Rama III road with 2 directors. The lease agreements are for a period of 3 years from 2016 until 2019, at an agreed price of Baht 2.40 million per year and from 2017 until 2020, at an agreed total price of Baht 3 million per year.
A summary of significant transactions with related parties are as follows:

(a)
Purchases and operating expenses

	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Software programmes
	2,885,625
	-

	Computer system service expenses
	22,500
	286,300

	Land and building rental expenses
	5,400,000
	5,400,000


As at 31 December 2018, the Company had no outstanding account payables to related parties (31 December 2017: Baht 0.04 million).

(b)
Directors and managements’ remuneration

Directors and managements’ remuneration comprises salaries, other benefits, other remuneration and meeting fees.

	For the years ended 31 December
	2018
	2017

	
	Baht
	Baht

	
	
	

	Short-term benefits
	52,751,500
	60,451,200

	Post-employee benefits
	1,719,551
	2,172,446

	
	
	

	
	54,471,051
	62,623,646
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Segment information

The Company does not present segment information. The Company’s business operations are trading and including transform the structural steel, plates and sheets which are in the same product groups and its products are mainly sold in domestic market in Thailand.
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Forward foreign exchange contracts

Forward foreign exchange contracts are entered into to manage exposure to fluctuations in foreign currency exchange rates on the purchase payments.

As at 31 December 2018, the Company had open forward foreign exchange contracts which have settlement dates in June 2019 (2017: in July 2018). The amounts to be received and contractual exchange rates of the outstanding contracts are:
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	The amounts to be received
	
	

	   USD 0.80 million
	
	

	   (Baht 32.09 - 32.91 per Dollar)
	26,079,200
	-

	   USD 1.00 million
	
	

	   (Baht 32.76 - 33.05 per Dollar)
	-
	32,905,000


Net fair values of financial instruments as at the statements of financial position date are as follows:
	
	2018
	2017

	
	Baht
	Baht

	
	
	

	Unfavourable forward foreign exchange contracts
	(206,336)
	(372,592)


The fair values of forward foreign exchange contracts have been calculated based on rates quoted by the Company’s bankers to terminate the contracts as at 31 December. This is within level 2 of fair value hierarchy (Note 3.3).

31
Event after the financial statement date
At the Board of Directors’ Meeting on 15 February 2019, it passed the resolutions as follows;

1. Approval of a dividend payment of Baht 1.07 per share for 435,379,017 shares, in respect of the 2018 operating results and retained earnings, totaling Baht 465,855,548.19. The dividend payment will be made in ordinary shares for 435,379,017 shares with par value of Baht 1.00 each at the ratio of one existing share for one dividend stock for the total value of Baht 435,379,017. The dividend payout ratio is Baht 1.00 per share, and cash dividends at the rate of Baht 0.07 per share for a total of Baht 30,476,531.19.
2. Approval of a reduction of the registered capital of the Company, from Baht 436,000,000 to Baht 435,379,017, by cutting out the 620,983 ordinary shares that remained from exercising the conversion right of ESOP warrants (ESOP-W) issued in 2008 with a par value of Baht 1.00 each. 
3. Approval of an increase in the registered capital of the Company, from Baht 435,379,017 to Baht 870,758,034, by issuing 435,379,017 new ordinary shares with par value of Baht 1.00 each, totaling Baht 435,379,017 that will be allocated as stock dividends to the existing Company shareholders.
These resolutions will be proposed for shareholders’ approval at the Annual General Meeting of Shareholders for fiscal year 2019.
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