Thai Metal Trade Public Company Limited 
Condensed Notes to Interim Financial Information (Unaudited)

For the three-month period ended 31 March 2019

1
General information
Thai Metal Trade Public Company Limited (the “Company”) is a public limited company which is listed on the Stock Exchange of Thailand. The Company is incorporated and domiciled 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.
This interim financial information was authorised for issue by the Board of Directors on 10 May 2019.
2
Basis of preparation
The interim financial information has been prepared in accordance with Thai Accounting Standard (TAS) no. 34, Interim Financial Reporting and other financial reporting requirements issued under the Securities and Exchange Act.
These interim financial information should be read in conjunction with the annual financial statements for the year ended 31 December 2018.

An English version of these interim financial information has been prepared from the interim financial information that is in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language interim financial information shall prevail.
3
Accounting policies

The accounting policies used in the preparation of the interim financial information are consistent with those used in the annual financial statements for the year ended 31 December 2018, except as described in note 4.

The Company has not early adopted the new and amended Thai Financial Reporting Standards and is currently assessing the impacts from these standards.

4
Changes in accounting policy

The Company has adopted the new Thai Financial Reporting Standards (TFRS) no. 15, Revenue from contracts with customers from 1 January 2019 under the modified retrospective approach and the comparative figures have not been restated. The Company did apply practical expedient relates to completed contracts allowed by TFRS 15.

According to TFRS 15, the management considered that had no material impacts to beginning retained earnings. Transactions affect in current period are other service income and rebate to customers.

Under TFRS 15, other service income is recognised when services are rendered and rebate to customers is recognised as a deduction to revenue.

The following tables show the amounts by each financial statements line item in the current period from the adoption of the new revenue standard compared to the previous revenue standards.

	
	As at 31 March 2019

	Statement of financial position
	Balance 

as reported
	Impacts from 

TFRS 15
	Balance under the previous revenue standards

	
	Baht
	Baht
	Baht

	
	
	
	

	Inventories, net
	1,513,718,078
	(116,802)
	1,513,601,276


	
	For the three-month period ended 31 March 2019

	Statement of comprehensive income
	Balance 

as reported
	Impacts from 

TFRS 15
	Balance under the previous revenue standards

	
	Baht
	Baht
	Baht

	
	
	
	

	Sales
	4,439,459,519
	500,566
	4,439,960,085

	Other income
	11,502,268
	(116,802)
	11,385,466

	Selling expenses
	51,557,654
	500,566
	52,058,220


5
Estimates

The preparation of interim financial information requires management to make judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.
6
Segment information
The Company does not present segment information. The Company’s business operations are trading and transforming the structural steel, plates and sheets which are fallen within the same product group and its products are mainly sold in domestic market.

7
Income taxes
The Company calculates income tax in accordance with the Revenue Code and records income tax on an accrual basis. The Company recognises income tax payable or receivable in future periods in respect of temporary differences arising between the tax base of assets and liabilities and their carrying amounts in the interim financial information. Income tax expense is recognised based on the best estimate of the average income tax rate. The estimate of average tax rate used is 20% (2018: 20%).
8
Earnings per share

Basic earnings per share is calculated by dividing the profit for the period attributable to shareholders by the weighted average number of ordinary shares in issue during the three-month period ended 31 March 2019 of 435,379,017 shares (during the three-month period ended 31 March 2018: 435,379,017 shares).

9
Trade accounts receivable, net

As at 31 March 2019 and 31 December 2018, trade receivables can be analysed aging as follows:
	
	31 March
	31 December

	
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Audited)

	
	
	

	Current balance
	2,465,000,885
	1,904,176,464

	Overdue: less than 1 month
	421,649,538
	613,762,440

	Over 1 month to 3 months
	96,526,702
	152,997,803

	Over 3 months to 6 months
	40,367,634
	11,099,636

	Over 6 months to 12 months 
	12,487,594
	21,559,245

	Over 12 months
	12,326,963
	8,840,985

	
	
	

	
	3,048,359,316
	2,712,436,573

	Less  Allowance for doubtful accounts
	(25,959,514)
	(28,160,744)

	
	
	

	Trade accounts receivable, net
	3,022,399,802
	2,684,275,829
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Inventories, net
	
	31 March
	31 December

	
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Audited)

	
	
	

	Raw materials
	161,674,035
	151,999,335

	Finished goods
	1,354,773,713
	1,622,598,432

	
	
	

	Total inventories
	1,516,447,748
	1,774,597,767

	Less  Allowance for net realisable value
	
	

	· for raw materials
	(762,607)
	(598,664)

	· for finished goods
	(1,967,063)
	(9,379,884)

	
	
	

	Inventories, net
	1,513,718,078
	1,764,619,219


The Company set up allowance for net realisable value amounting to Baht 2.73 million for the 
three-month period ended 31 March 2019.
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Property, plant and equipment and intangible assets, net
Movements of Property, plant and equipment and intangible assets for the three-month period ended 31 March 2019 are as follows:
	
	Property,
	

	
	plant and
	Intangible

	
	equipment
	assets

	
	Baht
	Baht

	
	
	

	Opening net book amount (Audited)
	2,833,035,686
	23,910,594

	Additions
	178,445,108
	614,687

	Disposals, net
	(704,625)
	-

	Depreciation/amortisation charge
	(43,209,330)
	(1,788,812)

	
	
	

	Closing net book amount (Unaudited)
	2,967,566,839
	22,736,469


12
Short-term borrowings from financial institutions

Movements of borrowings for the three-month period ended 31 March 2019 are as follows:

	
	Baht

	
	

	Opening book amount (Audited)
	3,567,727,365

	Additions
	7,736,063,525

	Repayments
	(7,565,601,637)

	
	

	Closing book amount (Unaudited)
	3,738,189,253


Short-term borrowings from financial institutions were unsecured and due within April to June 2019 (2018: April to June 2018) which normally, can be renewed. The Company has provided the Negative Pledge to the financial institutions.
13
Employee benefit obligations

Movements of employee benefit obligations for the three-month period ended 31 March 2019 are as follows:
	
	Baht

	
	

	Opening book amount (Audited)
	43,810,941

	Employee benefit expenses
	1,792,262

	Benefits paid
	(124,000)

	
	

	Closing book amount (Unaudited)
	45,479,203


14
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 (commencing from 1 January 2018).
15
Contingent liabilities
Letters of guarantee

As at 31 March 2019, the Company had outstanding letters of guarantee amounting to Baht 64.84 million (31 December 2018: Baht 64.84 million) issued by a bank for electricity usage and purchases of goods and machinery. No liabilities are anticipated to be arisen.

Letters of credits

As at 31 March 2019, the Company had outstanding letters of credit amounting to US Dollars 2.62 million in relation to purchases of goods and machinery (31 December 2018: Baht 3.07 million, US Dollar 0.92 million and Yen 31.85 million).

16
Commitments

Operating leases - Lessee
The future minimum lease payments under operating leases arising from the office equipment and vehicles are as follows:

	
	31 March
	31 December

	
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Audited)

	
	
	

	Within 1 year
	4,735,200
	8,260,500

	Over 1 year but less than 5 years
	2,577,300
	3,197,300

	
	
	

	Total
	7,312,500
	11,457,800


Sales commitments

As at 31 March 2019, the Company had no outstanding commitment relating to the sales of goods (31 December 2018: Baht 2.50 million).

Purchase commitments

As at 31 March 2019, the Company had outstanding commitments relating to the purchases of goods with fixed buying price of US Dollars 2.56 million (31 December 2018: Nil).

Capital commitments

As at 31 March 2019, the Company had capital expenditure contracted from the purchase of machineries and the construction of the factory building but not yet recognised in this financial information of Baht 8.82 million and US Dollars 0.01 million. (31 March 2018: Baht 51.01 million, US dollars 2.40 million and Yen 31.85 million).
17
Related party transactions

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 price of Baht 3 million per year.

A summary of significant transactions with related parties is as follows:

a) Purchases and operating expenses

	For the three-month periods ended 31 March
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Unaudited)

	
	
	

	Purchases of software programme
	-
	193,700

	Computer system service expense
	38,836
	11,250

	Land and building rental expenses
	1,350,000
	1,350,000


As at 31 March 2019 and 31 December 2018, the Company had no outstanding account payables with related parties.
b)
Directors and managements’ remuneration

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

	For the three-month periods ended 31 March
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Unaudited)

	
	
	

	Short-term employee benefits
	8,652,000
	7,500,000

	Retirement employee benefits
	316,133
	429,887

	
	
	

	
	8,968,133
	7,929,887
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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 March 2019, the Company has no open forward foreign exchange contracts (31 December 2018: settlement dates in March 2019). The amounts to be received and contractual exchange rates of the outstanding contracts are:
	
	31 March
	31 December

	
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Audited)

	
	
	

	The amounts to be received
	
	

	   USD 0.80 million
	
	

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


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

	
	31 March
	31 December

	
	2019
	2018

	
	Baht
	Baht

	
	(Unaudited)
	(Audited)

	
	
	

	Unfavourable forward foreign exchange contracts
	-
	(206,336)


19
Events after the financial statement date
On 5 April 2019, an amendment bill to the Labour Protection Law was published in the Government Gazette. The amended law will become effective 30 days after its publication. The main amendment is that the compensation for employees who have retired and have more than or equal to 20 years of service has changed from 300 day’s pay to 400 day’s pay. The Company's management has assessed the effects of the amendment on the Company’s financial statements and expects the impact to be Baht 10.68 million which will be recognised in the statements of comprehensive income for the period ended 30 June 2019.

At the Annual General Shareholders’ Meeting on 4 April 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. The dividends had been paid to the shareholders on 18 April 2019.
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. The Company registered such change in its shares with Department of Business Development on 9 April 2019.
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 and that will be allocated as stock dividends to the existing Company shareholders. The Company registered such change in its shares with Department of Business Development on 10 April 2019.
4. Approval of a change of Company’s name from Thai Metal Trade Public Company Limited to TMT Steel Public Company Limited. The Company registered such change in its shares with Department of Business Development on 9 April 2019.
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