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[bookmark: _GoBack]Thai Steel Cable Public Company Limited
Notes to interim financial statements
For the three-month and six-month periods ended 31 March 2020
1.	General information
1.1	Corporate information 
	Thai Steel Cable Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the manufacture and distribution of control cable of automobiles and motorcycles and window regulator of automobiles. The registered office of the Company is at 700/737, Moo 1, Tambol Panthong, Amphur Panthong, Chonburi.
1.2	Basis for the preparation of interim financial statements
	These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 Interim Financial Reporting, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.
	The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.
	The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.
[bookmark: _Hlk533692883]1.3	New financial reporting standards
(a)	Financial reporting standards that became effective in the current period
During the period, the Company has adopted the revised (revised 2018) and new financial reporting standards and interpretations which are effective for fiscal periods beginning on or after 1 January 2019. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards. The adoption of these financial reporting standards does not have any significant impact on the Company’s financial statements. However, the new standard involves changes to key principles, which are summarised below.
TFRS 15 Revenue from Contracts with Customers
TFRS 15 supersedes the following accounting standards together with related interpretations.
	TAS 11 (revised 2017)
	Construction Contracts

	TAS 18 (revised 2017)
	Revenue

	TSIC 31 (revised 2017)
	Revenue - Barter Transactions Involving Advertising Services

	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


Entity is to apply this standard to all contracts with customers unless those contracts fall within the scope of other standards. The standard establishes a five-step model to account for revenue arising from contracts with customers, with revenue being recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a customer. The standard requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances when applying each step of the model.
The Company adopted TFRS 15 using the modified retrospective method of adoption, and the comparative information was not restated. The effect of the change is described in Note 1.4 to the financial statements.
(b) Financial reporting standards that will become effective for fiscal years beginning on or after 1 January 2020
	The Federation of Accounting Professions issued a number of new and revised financial reporting standards and interpretations, which are effective for fiscal years beginning on or after 1 January 2020. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards except the following new standards which involve changes to key principles, which are summarised below.
Financial reporting standards related to financial instruments
A set of TFRSs related to financial instruments consists of five accounting standards and interpretations, as follows:
Financial reporting standards:
	TFRS 7
	Financial Instruments: Disclosures

	TFRS 9 
	Financial Instruments


 Accounting standard:
	TAS 32 
	Financial Instruments: Presentation


Financial Reporting Standard Interpretations:
	TFRIC 16 
	Hedges of a Net Investment in a Foreign Operation

	TFRIC 19
	Extinguishing Financial Liabilities with Equity Instruments


	These TFRSs related to financial instruments make stipulations relating to the classification of financial instruments and their measurement at fair value or amortised cost (taking into account the type of instrument, the characteristics of the contractual cash flows and the Company’s business model), calculation of impairment using the expected credit loss method, and hedge accounting. These include stipulations regarding the presentation and disclosure of financial instruments. When the TFRSs related to financial instruments are effective, some accounting standards, interpretations and guidance which are currently effective will be cancelled.
[bookmark: _Hlk30061185]The management of the Company expects the adoption of these accounting standards to result in the following adjustments.
-	Classification and measurement of investments in equity instruments of non-listed companies - The Company is to measure investments in equity instruments of non-listed companies at fair value and to classify the investments as financial assets at fair value, through either profit or loss or through other comprehensive income. If the Company elects to present subsequent changes in the fair value of the investment through other comprehensive income, the election is irrevocable.
-	Recognition of credit losses - The Company is to recognise an allowance for expected credit losses on its financial assets, and it is no longer necessary for a credit-impaired event to have occurred. The Company applies the simplified approach to consider impairment of trade receivables.
-	Recognition of derivatives - The Company is to initially recognise derivatives at their fair value on the contract date and subsequently measure them at fair value at the end of each reporting period. Changes in the fair value of derivatives are recognised in profit or loss. However, the Company is currently considering application of hedge accounting for certain derivatives. 
	The management of the Company is currently evaluating the impact of these standards on the financial statements in the year when they are adopted.


TFRS 16 Leases
	TFRS 16 supersedes TAS 17 Leases together with related Interpretations. The standard sets out the principles for the recognition, measurement, presentation and disclosure of leases, and requires a lessee to recognise assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is low value. 
	Accounting by lessors under TFRS 16 is substantially unchanged from TAS 17. Lessors will continue to classify leases as either operating or finance leases using similar principles to those used under TAS 17.
	The management of the Company is currently evaluating the impact of this standard on the financial statements in the year when they are adopted.
1.4	Effects of change in accounting policy due to the adoption of new financial reporting standard
	As described in Note 1.3 to the financial statements, during the current period, the Company has adopted TFRS 15 using the modified retrospective method of adoption. Therefore, the comparative information was not restated.
	The amounts of adjustments affecting the statements of comprehensive income for the three-month and six-month periods ended 31 March 2020 are summarised below.
	(Unit: Thousand Baht)

	
	For the three-month period ended 31 March 2020

	
	Previous accounting policy
	Decrease
	TFRS 15

	Statement of comprehensive income 
	
	
	

	Profit or loss:
	
	
	

	Sales
	651,100
	(1,783)
	649,317

	Selling and distribution expenses
	9,555
	(1,783)
	7,772



	(Unit: Thousand Baht)

	
	For the six-month period ended 31 March 2020

	
	Previous accounting policy
	Decrease
	TFRS 15

	Statement of comprehensive income 
	
	
	

	Profit or loss:
	
	
	

	Sales
	1,272,721
	(4,172)
	1,268,549

	Selling and distribution expenses
	21,304
	(4,172)
	17,132



1.5	Significant accounting policies
The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 30 September 2019, except for the change in the accounting policy due to the adoption of TFRS 15, Revenue from Contracts with Customers, as follow:
Consideration payable to a customer
The Company accounts for consideration payable to a customer as a reduction of the revenue. Previously, the Company recorded it as selling and distribution expenses.
2.	Related party transactions
	During the periods, the Company had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and those related parties. 
	
	
	
	(Unit: Million Baht)

	
	For the three-month
periods ended               31 March                 
	For the six-month
periods ended                 31 March                 
	

	
	2020
	2019
	2020
	2019
	Transfer Pricing Policy

	Transactions with related companies
	
	
	
	

	Sales of goods
	30.8
	34.3
	66.1
	79.5
	Cost plus margin

	Purchases of raw materials and finished goods
	91.0
	99.8
	176.6
	211.7
	Cost plus margin

	Purchases of assets
	-
	0.9
	0.2
	1.2
	Agreed upon basis

	Royalty fee
	4.8
	6.5
	9.9
	12.8
	2% on the net sales amount


As at 31 March 2020 and 30 September 2019, the balances of the accounts between the Company and those related companies are as follows:
	
	(Unit: Thousand Baht)

	
	31 March
 2020
	30 September 2019

	Trade and other receivables - related parties (Note 4)
	
	

	Trade receivables - related parties
	
	

		Related companies
	26,733
	31,765

	Other receivables - related parties
	
	

		Related companies
	135
	38

	
	
	

	Trade and other payables - related parties (Note 8)
	
	

	Trade payables - related parties
	
	

		Related companies
	67,729
	74,128

	Other payables - related parties
	
	

		Related companies
	450
	598

	Accrued royalty - related party
	
	

		Related company
	4,839
	5,895


		Directors and management's benefits
During the three-month and six-month periods ended 31 March 2020 and 2019, the Company had employee benefit expenses payable to its directors and management as below. 
	
	(Unit: Thousand Baht)

	
	For the three-month
periods ended 31 March
	For the six-month
periods ended 31 March

	
	2020
	2019
	2020
	2019

	Short-term employee benefits
	19,961
	19,948
	38,536
	40,332

	Post-employee benefits
	1,071
	1,033
	2,151
	2,093

	Total
	21,032
	20,981
	40,687
	42,425


3.	Current investments
These represent fixed deposits with banks with an original maturity of more than three months and not subject to withdrawal restrictions.
4.	Trade and other receivables
				
	(Unit: Thousand Baht)

	
	31 March 
2020
	30 September 2019

	Trade receivables - related parties
	
	

	Aged on the basis of due dates
	
	

		Not yet due
	25,162
	29,230

		Past due
	
	

		   Up to 3 months
	1,377
	2,535

		   3 - 6 months
	194
	-

	Total trade receivables - related parties
	26,733
	31,765

	Trade receivables - unrelated parties
	
	

	Aged on the basis of due dates
	
	

		Not yet due
	405,495
	445,832

		Past due up to 3 months
	337
	333

	Total trade receivables - unrelated parties
	405,832
	446,165

	Total trade receivables - net
	432,565
	477,930

	Other receivables
	
	

	Other receivables - related parties
	135
	38

	Other receivables - unrelated parties
	3,358
	1,167

	Total other receivables
	3,493
	1,205

	Total trade and other receivables - net
	436,058
	479,135


5.	Long-term investment
	 
	
	
	(Unit: Thousand Baht)

	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost

	
	31 March 
2020
	30 September 2019
	31 March 
2020
	30 September 2019
	31 March 
2020
	30 September 2019

	
	
	
	(%)
	(%)
	
	

	Hi-Lex Vietnam Co., Ltd.
	USD 11,150,000
	USD 11,150,000
	6.28
	6.28
	25,704
	25,704


6.	Investment properties
	Movements of the investment properties account during the six-month period ended                 31 March 2020 are summarised below.
 (Unit: Thousand Baht)
	Net book value as at 1 October 2019
	122,879

	Depreciation for the period
	(1,051)

	Net book value as at 31 March 2020
	121,828





7.		Property, plant and equipment
	Movements of the property, plant and equipment account during the six-month period ended 31 March 2020 are summarised below.
(Unit: Thousand Baht)
	Net book value as at 1 October 2019
	988,975

	Acquisitions during the period - at cost
	27,591

	Transfer in
	10,367

	Disposal/write-off during the period - net book value                                  at disposal/write-off dates
	(3,585)

	Depreciation for the period
	(55,660)

	Net book value as at 31 March 2020
	967,688


	As at 31 March 2020, the Company had equipment under finance lease agreements with net book values amounting to Baht 2 million (30 September 2019: Baht 3 million).
8.	Trade and other payables
(Unit: Thousand Baht)
	
	31 March
	30 September

	
	2020
	2019

	Trade payables - related parties 
	67,729
	74,128

	Trade payables - unrelated parties
	314,480
	349,141

	Other payables 
	35,533
	34,957

	Accrued expenses
	57,277
	146,872

	Total
	475,019
	605,098


9.	Provision for long-term employee benefits 
	Provision for long-term employee benefits, which is compensations on employees’ retirement, was as follows:
	(Unit: Thousand Baht)

	Balance as at 1 October 2019
	67,078

	Current service cost
	3,143

	Interest cost
	693

	Benefits paid during the period
	(8,493)

	Balance as at 31 March 2020
	62,421



10.	Provisions
	These provisions are provisions for product warranty which have movements during                                  the six-month period ended 31 March 2020 summarised below.
	
	
	(Unit: Thousand Baht)

	Balance as at 1 October 2019
	6,127

	Increase during the period
	1,199

	Utilised
	(543)

	Reversal of provisions
	(1,891)

	Balance as at 31 March 2020
	4,892


11. 	Revenue from contracts with customers
	[bookmark: _Hlk37678335](Unit: Thousand Baht)

	
	For the three-month
periods ended 31 March
	For the six-month
periods ended 31 March

	
	2020
	2019
	2020
	2019

	Type of goods
	
	
	
	

	Automobile control cables
	451,719
	563,383
	869,585
	1,106,930

	Motorcycle control cables
	108,403
	116,589
	223,640
	219,749

	Automobile window regulators
	73,597
	99,360
	145,883
	197,194

	Others
	17,381
	25,339
	33,613
	51,297

	Total
	651,100
	804,671
	1,272,721
	1,575,170

	Less: Consideration payable to a customer
	(1,783)
	-
	(4,172)
	-

	Total revenue from contracts with customers
	649,317
	804,671
	1,268,549
	1,575,170





12.	Income tax
	Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.
	Income tax expenses for the three-month and six-month periods ended 31 March 2020 and 2019 are made up as follows:
				
	(Unit: Thousand Baht)

	
	For the three-month
periods ended 
31 March
	For the six-month
periods ended 
31 March

	
	2020
	2019
	2020
	2019

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	2,180
	2,849
	3,154
	5,604

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	148
	500
	1,561
	534

	Income tax expenses reported                   in the statements of comprehensive income
	2,328
	3,349
	4,715
	6,138


13.	Earnings per share
	Basic earnings per share is calculated by dividing profit for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.
14.	Segment information
	The Company is principally engaged in the manufacture and distribution of control cable of automobiles and motorcycles and window regulator of automobiles. Its operations are carried on only in Thailand. Segment performance is measured based on operating profit or loss, on a basis consistent with that used to measure operating profit or loss and total assets in the financial statements. As a result, all of the revenues, operating profits and assets as reflected in these financial statements pertain to the aforementioned reportable operating segment and geographical area.


15.	Dividend
	Dividends
	Approved by
	Total     dividends
	Dividend per share

	
	
	(Thousand Baht)
	(Baht)

	Dividends for the year ended 30 September 2018
	The Annual General Meeting of  the Company’s shareholders     on 22 January 2019
	155,880
	0.60

	
	
	
	

	Dividends for the year ended 30 September 2019
	The Annual General Meeting of  the Company’s shareholders     on 21 January 2020
	155,880
	0.60


16.	Commitments and contingent liabilities
16.1	Capital commitments
	As at 31 March 2020, the Company had capital commitments of approximately Baht 44 million and USD 0.1 million (30 September 2019: Baht 19 million and USD 0.05 million), relating to the purchase of equipment.
16.2	Operating lease and service commitments
	The Company has entered into several operating lease agreements in respect of the lease of vehicles and equipment and service agreements. The terms of the agreements are generally between 1 and 5 years.
	The Company had future minimum lease and service payments required under these non-cancellable operating leases and service agreements as follows:
	
	(Unit: Million Baht)

	Payable:
	31 March
2020
	30 September
2019

	In up to 1 year
	19
	33

	In over 1 and up to 5 years
	10
	9


16.3	Long-term service commitments	
	The Company has entered into license and technical assistance agreement with an overseas related company for the use of a trademark and the receipt of information related to the manufacture and assembly of control cable of automobiles and motorcycles. Under the conditions of the license agreement, the Company is to pay the fee twice a year as stipulated in the agreement. The fees for the three-month and six-month periods ended 31 March 2020 amounting to approximately Baht 5 million and Baht 10 million, respectively (2019: Baht 7 million and Baht 13 million, respectively) were recognised as expenses.  
16.4	Guarantees	
	As at 31 March 2020 and 30 September 2019, there were outstanding bank guarantees of approximately Baht 3 million issued by banks on behalf of the Company in respect of certain performance bonds as required in the normal course of business. These included letters of guarantee to guarantee electricity use, among others.
16.5	Foreign exchange contracts
Foreign exchange contracts outstanding are summarised below. 
	As at 31 March 2020

	
	
	Contractual exchange rate
	Contractual 

	Foreign currency
	Bought amount
	Bought
	maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	0.1
	31.74
	September 2020

	
	
	
	

	As at 30 September 2019

	
	
	Contractual exchange rate
	Contractual 

	Foreign currency
	Bought amount
	Bought
	maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	0.4
	30.40 - 30.69
	February - March 2020

	Japanese yen
	52.0
	0.28 - 0.29
	October 2019 - March 2020


16.6	Litigation
	The Customs Department conducted a post clearance audit at the Company, and accused the Company of making incorrect tariff code declarations (with lower duty rates) in import entries between 2003 - 2006 by 3 lots and assessed import duties and VAT shortfalls for Lot 1 and Lot 3 of Baht 17.90 million and Baht 5.67 million, respectively, and capital for Lot 2 of Baht 3.84 million, excluding penalties and surcharges. 
	Lot 1: In September 2017, the Central Tax Court delivered a judgment to revoke only the assessment of import duty and surcharges. The Company is not allowed to file a lawsuit against the Revenue Department demanding the revocation of the VAT assessment because the Company has not yet exercised its right to appeal to the Board of Appeal in accordance with Section 30 of the Revenue Code. In December 2018, the special court of appeal delivered a judgment same of the Central Tax Court. As at 31 March 2020, the case is in consideration of the Supreme Court.
	


	Lot 2: In December 2018, the Central Tax Court delivered a judgment to revoke only the assessment of import duty and surcharges. The Company is not allowed to file a lawsuit against the Revenue Department demanding the revocation of the VAT assessment because the Company has not yet exercised its right to appeal to the Board of Appeal in accordance with Section 30 of the Revenue Code. On 30 September 2019, the special court of appeal delivered a judgment same of the Central Tax Court. As at 31 March 2020, the case is in consideration of the Supreme Court.
	Lot 3: In December 2019, the Central Tax Court delivered a judgment to revoke only the assessment of import duty and surcharges. The Company is not allowed to file a lawsuit against the Revenue Department demanding the revocation of the VAT assessment because the Company has not yet exercised its right to appeal to the Board of Appeal in accordance with Section 30 of the Revenue Code. As at 31 March 2020, the Customs Department and the Company are in the process of file an appeal with to the Special Court of Appeal.
	The Company’s management has assessed the case and believes that the Company is not liable for the import duty and VAT shortfalls, including penalties and surcharges, because the Company correctly paid import duty in accordance with the Customs Tariffs Decree B.E. 2530. Considering legal opinions and the opinions of customs tariff experts, the imported products are classified according to the product definitions specified in the customs tariff schedule. The Company therefore did not record a provision for the contingent liabilities as a result of this litigation in the financial statements.
17.	Approval of interim financial statements
	These interim financial statements were authorised for issue by the Company’s Board of Directors on 5 May 2020.
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