(Unaudited but reviewed)
Pacific Pipe Public Company Limited and its subsidiaries
Notes to interim consolidated financial statements
For the three-month period ended 31 March 2020
1.	General information
1.1	Coronavirus disease 2019 Pandemic
	The Coronavirus disease 2019 pandemic is continuing to evolve, resulting in an economic slowdown and adversely impacting most businesses and industries. This situation may bring uncertainties and have an impact on the environment in which the group operates. The Group’s management has continuously monitored ongoing developments and assessed the financial impact in respect of the valuation of assets, provisions and contingent liabilities, and has used estimates and judgement in respect of various issues as the situation has evolved.
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 interim financial statements.
1.3	Basis of consolidation
	The interim consolidated financial statements included the financial statements of the Company and its subsidiaries (“the Group”) and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2019. On 1 December 2019, the Company acquired the entire business transfer of two subsidiaries; namely, Tomose Trading Company Limited and Meesup Transport Company Limited, at the net book value of their assets and liabilities. The subsidiaries registered their dissolution with the Ministry of Commerce on 4 December 2019 and are currently in the process of liquidation. There has been no change in the composition of the Group during the current period.
1.4	New financial reporting standards that became effective in the current period
During the period, the Group has adopted the revised (revised 2019) and new 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. The adoption of these financial reporting standards does not have any significant impact on the Group’s financial statements. However, the new standard involves 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.
These standards do not have any significant impact on the Group’s financial statements.
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.
The Group adopted these financial reporting standards using the modified retrospective method of initial adoption of which the cumulative effect is recognised as an adjustment to the retained earnings as at 1 January 2020, and the comparative information was not restated.
The cumulative effect of the change is described in Note 2.
Accounting Guidance on Temporary Relief Measures for Accounting Alternatives in Response to the Impact of the Covid-19 Pandemic
The Federation of Accounting Professions announced Accounting Guidance on Temporary Relief Measures for Accounting Alternatives in Response to the Impact of the Covid-19 Pandemic. Its objectives are to alleviate some of the impact of applying certain financial reporting standards, and to provide clarification about accounting treatments during the period of uncertainty relating to this situation.
On 22 April 2020, the Accounting Treatment Guidance was announced in the Royal Gazette and it is effective for the financial statements prepared for reporting periods ending between 1 January 2020 and 31 December 2020. 
The Group has elected to apply the following temporary relief measures on accounting alternatives: 
· Not to take into account forward-looking information when determining expected credit losses, in cases where the Group uses a simplified approach to determine expected credit losses. 
· Not to use information relating to the COVID-19 situation that may affect financial forecasts used in measuring the fair values of land.
· Not to consider the COVID-19 situation as an indication that an asset may be impaired in accordance with TAS 36, Impairment of Assets.
1.5	Significant accounting policies
The interim financial statements are prepared by using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2019 except the changes in accounting policies related to financial instruments and leases.


1.5.1	Financial instruments
Classification and measurement
Financial assets are classified and measured at amortised cost.
Financial liabilities are classified and measured at amortised cost. 
Derivatives are classified and measured at fair value through profit or loss 
Impairment of financial assets
	The Group recognises an allowance for expected credit losses on its financial assets measured at amortised cost, without requiring a credit-impaired event to have occurred prior to the recognition. The Group accounts for changes in expected credit losses in stages, with differing methods of determining allowance for credit losses and the effective interest rate applied at each stage. An exception from this approach is that for trade receivables that do not contain a significant financing component, the Group applies a simplified approach to determine the lifetime expected credit losses.
1.5.2	Leases
Right-of-use assets
The Group recognises right-of-use assets at the commencement date of the lease. Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised through initial measurement, initial direct costs incurred, and lease payments made at or before the commencement date, less any lease incentives received.
Unless the Group is reasonably certain that it will obtain ownership of the leased asset at the end of the lease term, the recognised right-of-use assets are depreciated on a straight-line basis from the commencement date of the lease to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term.
Lease liabilities
At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of the lease payments to be made over the lease term, discounted by the interest rate implicit in the lease or the Group’s incremental borrowing rate. After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification or reassessment.


Short-term leases and Leases of low-value assets
Payments under leases that, have a lease term of 12 months or less at the commencement date, or are leases of low-value assets, are recognised as expenses on a straight-line basis over the lease term.
2.	Cumulative effects of changes in accounting policies due to the adoption of new financial reporting standards
As described in Note 1.4 to the financial statements, during the current period, the Group has adopted TFRS 16. The cumulative effect of initially applying these standards is recognised as an adjustment to retained earnings as at 1 January 2020. Therefore, the comparative information was not restated. The impacts from changes are presented as follows:
	
(Unit: Thousand Baht)

	
	Consolidated / Separate financial statements

	
	31 December 2019
	The impacts of TFRS 16
	1 January 
2020

	Statement of financial position
	
	
	

	Assets
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	-
	45,777
	45,777

	Liabilities and shareholders’ equity
	
	
	

	Current liabilities
	
	
	

	Current portion of lease liabilities
	-
	6,428
	6,428

	Non-current liabilities
	
	
	

	Lease liabilities, net of current portion
	-
	39,349
	39,349





[bookmark: _Hlk36815210]	Upon initial application of TFRS 16 the Group recognised lease liabilities previously classified as operating leases at the present value of the remaining lease payments, discounted using the Group’s incremental borrowing rate at 1 January 2020. 
	(Unit: Thousand Baht)

	
	Consolidated / Separate financial statements

	Operating lease commitments as at 31 December 2019
	70,166

	Less: Short-term leases and leases of low-value assets
	(40)

	Add: Option to extend lease term 
	3,769

	Less: Contracts reassessed as service agreements
	(16,675)

	Less: Deferred interest expenses
	(11,443)

	Increase in lease liabilities due to TFRS 16 adoption
	45,777

	Liabilities under finance lease agreements as at                                          31 December 2019
	-

	Lease liabilities as at 1 January 2020
	45,777

	Comprise of:
	

	Current lease liabilities
	6,428

	Non-current lease liabilities
	39,349

	
	45,777


	The adjustments of right-of-use assets due to TFRS 16 adoption as at 1 January 2020 are summarised below:
	(Unit: Thousand Baht)

	
	Consolidated / Separate
financial statements

	Land and land improvement
	33,414

	Buildings and building improvement
	5,943

	Office equipment
	1,089

	Motor vehicles
	5,331

	Total right-of-use assets
	45,777





3.	Related party transactions
	During the periods, the Group 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
	

	
	Consolidated          financial statements
	Separate                 financial statements
	Transfer Pricing Policy

	
	2020
	2019
	2020
	2019
	

	Transactions with subsidiary companies
	
	
	
	
	

	(eliminated from the consolidated financial statements)
	
	
	
	
	

	Sales of goods
	-
	-
	-
	355.7
	Reference to market price

	Rental income
	-
	-
	-
	0.2
	Contract price

	Service income
	-
	-
	-
	0.2
	Contract price

	Purchases of goods
	-
	-
	-
	5.0
	Reference to market price

	Purchase of vehicle
	-
	-
	-
	0.3
	Reference to market price

	Transportation expenses
	-
	-
	-
	35.7
	Reference to market price

	
	
	
	
	
	

	Transactions with related companies
	
	
	
	
	

	Office rental and service expenses
	1.0
	1.1
	1.0
	1.0
	Contract price

	Land rental expenses
	1.3
	1.3
	1.3
	1.3
	Contract price


	The balances of the accounts as at 31 March 2020 and 31 December 2019 between                                   the Company and those related parties are as follows:
	(Unit: Thousand Baht)

	
	Consolidated                        financial statements
	Separate                              financial statements

	
	31 March            2020
	31 December 2019
	31 March            2020
	31 December 2019

	Other receivables - related parties (Note 4)
	
	
	
	

	Tamose Trading Company Limited
	-
	-
	653
	3,772

	Meesup Transport Company Limited
	-
	-
	-
	16

	Total other receivables - related parties
	-
	-
	653
	3,788

	Lease liabilities - related parties
	
	
	
	

	Related companies (related by shareholders)
	-
	-
	48,418
	-




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

	
	Consolidated / Separate financial statements

	
	2020
	2019

	Short-term employee benefits
	6,199
	9,378

	Post-employment benefits
	139
	242

	Total
	6,338
	9,620


4.	Trade and other receivables
	(Unit: Thousand Baht)

	
	Consolidated                     financial statements
	Separate                           financial statements

	
	31 March          2020
	31 December 2019
	31 March          2020
	31 December 2019

	Trade receivables - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

		Not yet due
	727,807
	637,904
	727,807
	637,904

		Past due
	
	
	
	

		Up to 3 months
	218,993
	235,036
	218,993
	235,036

	 	3 - 6 months
	16,668
	14,903
	16,668
	14,903

		6 - 12 months
	17,970
	13,497
	17,970
	13,497

		Over 12 months
	43,603
	50,034
	43,603
	50,034

	Total
	1,025,041
	951,374
	1,025,041
	951,374

	Less: Allowance for doubtful debts
	(44,131)
	(38,974)
	(44,131)
	(38,974)

	Total trade receivables - net
	980,910
	912,400
	980,910
	912,400

	Other receivables 
	
	
	
	

	Other receivables - related parties (Note 3)
	-
	-
	653
	3,788

	Other receivables - unrelated parties
	3,647
	3,426
	3,647
	3,426

	Total other receivables
	3,647
	3,426
	4,300
	7,214

	Total trade and other receivables - net
	948,557
	915,826
	985,209
	919,614





5.	Inventories
Movements of the reduce cost of inventory to net realisable value account during the three-month period ended 31 March 2020 are summarised below.
	(Unit: Thousand Baht)

	
	Consolidated / Separate financial statements

	Balance as at 1 January 2020
	32,445

	Reduction of inventory cost to net realisable value during the period
	5,737

	Balance as at 31 March 2020
	38,182


6.	Property, plant and equipment
	Movements of the property, plant and equipment account during the three-month period ended 31 March 2020 are summarised below.
	(Unit: Thousand Baht)

	
	Consolidated / Separate financial statements

	
	Assets 
on revaluation 
basis - land
	Assets 
on cost basis
	

Total

	Net book value as at 1 January 2020
	741,462
	1,067,380
	1,808,842

	Adjustments of right-of-use assets due to TFRS16 adoption
	-
	45,777
	
45,777

	Acquisitions during the period
	-
	11,466
	11,466

	Transfer to intangible assets during the period
	-
	(15,750)
	(15,750)

	Depreciation for the period
	-
	(33,198)
	(33,194)

	Net book value as at 31 March 2020
	741,462
	1,075,675
	1,817,137


	Land were measured at fair value using level 3 input.


7.	Short-term loans from financial institutions
	(Unit: Thousand Baht)

	
	Interest rate                                          (Percent per annum)
	Consolidated /Separate 
financial statements

	
	31 March            2020
	31 December 2019
	31 March            2020
	31 December 2019

	Short-term loans from financial institutions
	1.87 - 2.20
	2.10 - 2.51
	434,226
	614,366

	Trust receipt
	1.93 - 3.10
	2.02 - 3.10
	1,379,121
	1,000,156

	
	
	
	1,813,347
	1,614,522


	The credit facilities agreement with the banks contain financial covenants that, among other things, maintain certain debt to equity ratios according to the agreement and required the Company to be restricted on the disposal of its assets or the creation of lien thereon without prior consent from banks.
8.	Trade and other payables
	(Unit: Thousand Baht)

	
	Consolidated 
financial statements
	Separate financial statements

	
	31 March 
2020
	31 December 2019
	31 March 
2020
	31 December 2019

	Trade payables - unrelated parties
	53,442
	70,404
	53,442
	70,404

	Other payables - unrelated parties
	43,820
	43,783
	43,820
	43,783

	Accrued expenses
	29,679
	32,603
	29,679
	32,602

	Total trade and other payables
	126,941
	146,790
	126,941
	146,789


9.	Lease liabilities
	The carrying amounts of lease liabilities and the movement for the during the three-month period ended 31 March 2020 are presented below.
	[bookmark: _Hlk30274123]
	(Unit: Thousand Baht)

	
	Consolidated / Separate
financial statements

	As at 1 January 2020
	-

	Adjustments of lease liabilities due to TFRS 16 adoption
	45,777

	Accretion of interest
	750

	Payments
	(2,298)

	As at 31 March 2020
	44,229

	Less: Current portion
	(6,355)

	Lease liabilities - net of current portion
	37,874


10.	Income tax
Income tax for the three-month periods ended 31 March 2020 and 2019 are made up as follows:
	(Unit: Thousand Baht)

	
	Consolidated 
financial statements
	Separate 
financial statements

	
	2020
	2019
	2020
	2019

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	12,161
	6,605
	12,161
	3,222

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(2,147)
	2,927
	(2,147)
	4,166

	Income tax expenses reported in profit or loss
	10,014
	9,532
	10,014
	7,388


11.	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.
12.	Commitments and contingent liabilities
12.1	Capital commitments
	As at 31 March 2020, the Company had capital commitments of approximately Baht 0.01 million (31 December 2019: Baht 1.8 million), relating computer system development. 
12.2	Letters of credit
	As at 31 March 2020, the Company had commitments under letters of credit with overseas suppliers amounting to approximately USD 3.6 million (31 December 2019: USD 8.6 million).
12.3	Service agreement
	As at 31 March 2020, the Company had commitments of approximately Baht 15.9 million                                         (31 December 2019: 16.7 million), relating service agreement for using of facilities in office building with related parties. The term of the agreement was 6 years.


12.4	Guarantees
	As at 31 March 2020, there were outstanding bank guarantees of approximately                                  Baht 16 million (31 December 2019: Baht 16 million) issued by banks on behalf of the Company in respect of certain performance bonds as required in the normal course of its business. These included letters of guarantee to guarantee as follows:
	
	(Unit: Million Baht)

	
	31 March 2020
	31 December 2019

	Guarantee electricity use
	15
	15

	Guarantee as an AEO authorised importer and / or    exporter to the Customs Department
	1
	1


13.	Segment information
The one main reportable operating segment of the Group is the manufacture and distribution of steel pipes, structural steels and contract of steel productions for construction work and the main single geographical area of their operations is Thailand. Segment performance is measured based on operating profit or loss, on a basis consistent with that used to measure operating profit or loss 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.
14.	Foreign currency risk
	As at 31 March 2020 and 31 December 2019, the Company has financial asset and liabilities denominated in foreign currency which mature within one year as follows:
	
	Financial assets
	Financial liabilities
	Average exchange rate

	Foreign currency
	31 March            2020
	31 December 2019
	31 March            2020
	31 December 
2019
	31 March            2020
	31 December 
2019

	
	(Million)
	(Million)
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	0.22
	-
	5.18
	2.71
	32.5893
	30.0645





The Company entered into forward foreign exchange contracts as hedge instrument to mitigate the foreign currency risk. As at 31 March 2020, the Company had the outstanding forward foreign exchange contracts as follows:
	
	As at 31 March 2020

	Foreign currency
	Bought amount
	Contractual exchange rate
	Maturity Date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	3
	30.89 - 31.66
	August 2020


[bookmark: _GoBack]	As at 31 March 2020, the Company had derivative financial assets of Baht 4.2 million which are measured at fair value using level 2 input.
15.	Events after the reporting period
On 24 April 2020, the 2020 Annual General Meeting of the Company’s shareholders approved the payment of dividend to the shareholders of Baht 0.27 per share, a total of Baht 178.2 million, which is to be paid in May 2020. This dividend will be recorded in the second quarter of the current year.
16.	Approval of interim financial statements
These interim financial statements were authorised for issue by the Company’s Board of Directors on 13 May 2020.
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