The Siam Cement Public Company Limited 
Notes to the interim financial statements
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The interim financial statements issued for Thai statutory and regulatory reporting purposes are prepared in the Thai and English languages, and were approved and authorized for issue by the audit committee, as appointed by the Board of Directors of the Company, on 11 August 2020.
1
General information

The Siam Cement Public Company Limited, the “Company”, is incorporated in Thailand and has its registered office at 1 Siam Cement Road, Bangsue, Bangkok 10800, Thailand.

The Company holds investments in the following core business segments: Cement-Building Materials Business, Chemicals Business and Packaging Business.
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Basis of preparation of the interim financial statements

(a) 
Statement of compliance

The interim financial statements are presented in the same format as the annual financial statements and prepared its notes to the interim financial statements on a condensed basis in accordance with Thai Accounting Standard (TAS) No. 34 “Interim Financial Reporting”, guidelines promulgated by the Federation of Accounting Professions and applicable rules and regulations of the Thai Securities and Exchange Commission.
The interim financial statements do not include all of the financial information required for full annual financial statements but focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements of the Company for the year ended 31 December 2019.
The accounting policies and methods of computation applied in these interim financial statements are consistent with those applied in the financial statements for the year ended 31 December 2019 except that the Company has adopted all the new and revised TFRSs that are effective for annual periods beginning on or after 1 January 2020. The Company has initially applied TFRS - Financial instruments standards and TFRS 16 Leases and disclosed the impact of changes in accounting policies in note 3.

(b)
Functional and presentation currency

The interim financial statements are prepared and presented in Thai Baht, which is the Company’s functional currency. All financial information presented in Thai Baht has been rounded in the notes to the interim financial statements to the nearest million unless otherwise stated.
(c)
Use of estimates and judgments
The preparation of interim financial statements in conformity with TFRSs requires management to make judgments, estimates and assumptions that affect the application of the Company’s accounting policies. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized prospectively.

The significant assumptions in applying the Company’s accounting policies and the key sources of estimation were the same as those that applied to the financial statements for the year ended 31 December 2019, except for the judgments and the new key sources of estimation related to the application of new TFRSs and accounting guidance: temporary relief measures for additional accounting options in response to impact from the situation of COVID-19 outbreak.
The significant assumptions and the key sources of estimation included in the following notes:
	Note 5 and 9
	Measurement of the recoverable amounts of each asset and 
cash-generating unit;

	Note 7
	Measurement of non-current provisions for defined benefit plans: 
- key actuarial assumptions; and

	Note 10
	Recognition and measurement of provisions and contingent liabilities.


The COVID-19 outbreak resulted in estimation uncertainty. The Company elected to apply accounting guidance on temporary relief measures for additional accounting options in response to impact from the COVID-19 outbreak for transactions related to interim financial statements as at 30 June 2020. The Company elected to measure investment in non-marketable equity instruments at using fair values at 1 January 2020.  
3
Changes in accounting policies

From 1 January 2020, the Company has initially applied TFRS - Financial instruments standards and TFRS 16. Impact of changes in accounting policies are as follows: 
(a) TFRS - Financial instruments standards

These TFRS - Financial instruments standards establish requirements related to definition, recognition, measurement and impairment of financial assets and financial liabilities, including accounting for derivatives and hedge accounting. The impact from adoption of TFRS - Financial instruments standards are as follows: 

(1) Classification - Financial assets

TFRS 9 classifies financial assets into three categories: measured at amortized cost, fair value to other comprehensive income (FVOCI) and fair value to profit or loss (FVTPL). The standard eliminates the existing classification of held-to-maturity debt securities, available-for-sale securities, trading securities and general investment as specified by TAS 105. The classification under TFRS 9 is based on the cash flow characteristics of the financial asset and the business model in which they are managed. Under TFRS 9, derivatives are measured at FVTPL. It replaces accounting policies of the Company on recognition of revaluation exchange rate at the end of period or when the derivatives were exercised.
The classification - Financial assets under TFRS 9 has no material effect on current investments, investments held as available for sale and derivatives. However, the Company has long-term investments recognized at cost less any impairment losses. On 1 January 2020, the Company classified them as FVOCI which are recognized increasing in the long-term investments amounting to Baht 7,783 million and net deferred tax liabilities that resulted increasing in  other components of equity amounting to Baht 6,226 million. For the classification of investments in equity instruments, the Company has options to classify the categories of measurement for each investment according to its objective.  
(2) Measurement at amortized cost

Under TFRS 9, interest income and interest expenses recognized from all financial assets and financial liabilities measured at amortized cost shall be calculated using effective interest rate method. The adoption of TFRS 9 has no material effect on the financial statements of the Company.
(3) Classification - Financial liabilities 

TFRS 9 introduces a new classification and measurement approach for financial liabilities consisting of two principal classification categories: amortized cost and FVTPL. A financial liability is classified as financial liabilities measured at FVTPL if it is held for trading, a derivative or designated as such on the initial recognition.

The Company classified other financial liabilities which are not held for trading or derivative measured at amortized cost. The adoption of TFRS 9 has no material effect on the financial statements of the Company.
(4) Hedge accounting 

TFRS 9 introduces guidance on hedge accounting while previous TFRSs are silent. There are three hedge accounting models and the type of model applied depends on the hedged exposures consisting of a fair value exposure, a cash flow exposure or a foreign currency exposure on a net investment in a foreign operation. Under TFRS 9, the Company is required to ensure that hedge accounting relationships are aligned with the Company’s risk management objectives and strategies and to apply a more qualitative and forward-looking approach to assess hedge effectiveness. 

Accordingly, TFRS 9 provides an option to apply hedge accounting when the transactions are qualified. At the initial date of the first time adoption, the Company has no effect from this matter.
(5) Impairment - Financial assets
TFRS 9 introduces forward-looking ‘expected credit loss’ (ECL) model of Financial assets whereas previously the Company estimates allowance for doubtful account by analyzing payment histories and future expectation of customer payment. TFRS 9 requires considerable judgment about how changes in economic factors affect ECLs, which will be determined on a probability-weighted basis. The new impairment model applies to financial assets measured at amortized cost or fair value to other comprehensive income, except for investments in equity instruments.
The Company made an assessment of the impairment of financial assets under TFRS 9. This adoption has no material effect on the financial statements of the Company.
(b) TFRS 16 Leases
Previously, the Company, as a lessee, recognized payments made under operating leases in profit or loss on a straight-line basis over the term of the lease. When TFRS 16 is effective from 1 January 2020, it introduces a single lessee accounting model for lessees. A lessee recognizes a right-of-use asset and a lease liability. There are recognition exemptions for short-term leases or leases of low-value items.
The Company applied TFRS 16 for the first time on 1 January 2020 using the modified retrospective approach by recognizing cumulative impact of right-of-use assets and lease liabilities with no restatement of comparative information. The Company elected to use some practical expedients as stated by TFRS 16.
The Company made an assessment of TFRS 16 adoption. On 1 January 2020, the Company recognized the increase in right-of-use assets amounting to Baht 187 million, while the prepaid rental expenses decrease amounting to Baht 36 million which affect to increase in lease liabilities amounting to Baht 151 million. The nature of expenses related to those leases will change as the Company will recognize depreciation of right-of-use assets and interest expenses on lease liabilities. The operating lease commitment as at 31 December 2019 was discounted using the incremental borrowing rate and used of exemption for short-term lease and low-value items lease assets; therefore, the Company has recognized lease liabilities as at 1 January 2020 amounting to Baht 151 million. Incremental borrowing rates were 1.81% to 2.71% and 4.16 % per annum.
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Related parties
Parties are considered to be related to the Company if the Company has the ability, directly or indirectly, to control or joint control the party or exercise significant influence over the party in making financial and operating decisions, or vice versa.
Significant transactions with related parties for the three-month and six-month periods ended 30 June are summarized as follows:
	
	Three-month
	
	Six-month

	
	periods
	
	periods

	
	2020
	2019
	
	2020
	2019

	
	(in million Baht)

	Subsidiaries

	
	
	
	
	

	Intellectual property income, management fees
	
	
	
	
	

	   for administration, service income and other income
	1,552
	1,868
	
	3,199
	3,579

	Dividend income
	7,027
	13,240
	
	9,525
	15,187

	Interest income
	638
	966
	
	1,444
	1,908

	Interest expense
	10
	17
	
	25
	35

	
	
	
	
	
	

	Associates
	
	
	
	
	

	Intellectual property income, management fees
	
	
	
	
	

	for administration, service income and other income
	274
	328
	
	556
	657

	Dividend income
	67
	266
	
	144
	346

	
	
	
	
	
	

	Other
	
	
	
	
	

	Management fees for administration,
	
	
	
	
	

	service income and other income
	67
	103
	
	155
	204

	Dividend income
	443
	819
	
	554
	930


Balances as at 30 June 2020 and 31 December 2019 with related parties were as follows:
	
	30 June
	
	31 December

	
	2020
	
	2019

	
	(in million Baht)

	Other current receivables - Current accounts
	
	
	

	Subsidiaries
	1,328
	
	1,012

	Associates
	344
	
	417

	Other
	429
	
	40

	Total
	2,101
	
	1,469


	Short-term loans - Notes receivable
	
	
	

	Subsidiaries
	78,229
	
	114,660


Movements during the six-month periods ended 30 June on short-term loans to related parties were as follows:
	
	2020
	
	2019

	
	(in million Baht)

	At 1 January
	114,660
	
	106,721

	Increase
	7,541
	
	34,599

	Decrease
	(43,972)
	
	(13,662)

	At 30 June
	78,229
	
	127,658


	
	30 June
2020
	
	31 December

2019

	
	(in million Baht)

	Other current payables and other non-current liabilities
	

	Current accounts
	
	
	

	Subsidiaries
	37
	
	56

	Associates
	12
	
	20

	Total
	49
	
	76

	
	
	
	

	Advance received from software licenses
	
	
	

	Subsidiaries
	956
	
	986

	Associates
	27
	
	29

	Other
	8
	
	3

	Total
	991
	
	1,018

	
	
	
	

	Short-term borrowings - Notes payable
	
	
	

	Subsidiaries
	5,073
	
	6,569


Movements during the six-month periods ended 30 June on short-term borrowings from related parties were as follows:
	
	2020
	
	2019

	
	(in million Baht)

	At 1 January
	6,569
	
	8,403

	Increase
	951
	
	2,179

	Decrease
	(2,447)
	
	(3,748)

	At 30 June
	5,073
	
	6,834


The Board of Directors and key management compensation
	
	Three-month periods
	
	Six-month periods

	
	2020
	
	2019
	
	2020
	
	2019

	
	(in million Baht)

	For the periods ended 30 June
	
	
	
	
	
	
	

	Short-term employee benefits
	29
	
	28
	
	76
	
	87

	Post-employment benefits
	2
	
	13
	
	4
	
	15

	Total
	31
	
	41
	
	80
	
	102


5
Investments in subsidiaries and associates
Movements for the six-month periods ended 30 June in investments in subsidiaries and associates accounted for using the cost method were as follows:

	
	2020
	
	2019

	
	(in million Baht)

	At 1 January
	133,421
	
	133,125

	Acquisitions and additional investments
	1,047
	
	296

	At 30 June
	134,468
	
	133,421

	
	
	
	

	At 31 December
	
	
	133,421


Investments in subsidiaries and associates as at 30 June 2020 and 31 December 2019 and dividends from these investments for the six-month periods ended 30 June were as follows:
	
	Total

 holding
	
	Cost method
	
	Accumulated

impairment losses
	
	Net
	
	Dividend

income

	
	30 June
	
	31 Dec
	
	30 June
	
	31 Dec
	
	30 June
	
	31 Dec
	
	30 June
	
	31 Dec
	
	30 June
	
	30 June

	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019

	
	(%)
	
	(in million Baht)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Cement-Building     
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Materials Business
	100
	
	100
	
	70,999
	
	69,952
	
	(111)
	
	(111)
	
	70,888
	
	69,841
	
	247
	
	1,293

	Chemicals Business
	100
	
	100
	
	44,084
	
	44,084
	
	-
	
	-
	
	44,084
	
	44,084
	
	6,040
	
	10,382

	Packaging Business
	99
	
	99
	
	17,363
	
	17,363
	
	-
	
	-
	
	17,363
	
	17,363
	
	1,300
	
	1,548

	Other
	100
	
	100
	
	2,274
	
	2,274
	
	(141)
	
	(141)
	
	2,133
	
	2,133
	
	2,082
	
	2,310

	Total 
	
	
	
	
	134,720
	
	133,673
	
	(252)
	
	(252)
	
	134,468
	
	133,421
	
	9,669
	
	15,533
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Changes in liabilities arising from financing activities
	
	
	Short-term

borrowings
	
	Lease liabilities
	
	Debentures
	
	Total

	
	
	(in million Baht)

	At 31 December 2019
· as reported
	
	6,569
	
	-
	
	175,000
	
	181,569

	Impact of changes in 

   accounting policies
	
	-
	
	151
	
	-
	
	151

	At 1 January 2020
	
	6,569
	
	151
	
	175,000
	
	181,720

	Changes from financing 
   cash flows
	
	(1,496)
	
	(69)
	
	-
	
	(1,565)

	Other non-cash movement
	
	-
	
	137
	
	(23)
	
	114

	At 30 June 2020
	
	5,073
	
	219
	
	174,977
	
	180,269


In the second quarter of 2020, the Company issued debenture No.1/2020 amounting to Baht 25,000 million. Term of the new debenture is 4 years with fixed interest rate at 2.80% per annum which is to replace the debenture No.1/2016 amounting to Baht 25,000 million to be due for redemption.
7
Non-current provisions for employee benefits
The Company operates defined benefit plans based on the requirement of the Thai Labor Protection Act B.E. 2541 to provide retirement benefits and other long-term benefits to employees based on pensionable remuneration and length of service.

The defined benefit plans expose the Company to actuarial risks, such as longevity risk and interest rate risk. 
Non-current provisions for employee benefits in statements of financial position
	
	30 June
	
	31 December

	
	2020
	
	2019

	
	(in million Baht)

	Post-employment benefits
	
	
	

	   Legal severance payments plan
	1,215
	
	1,181

	Other long-term employee benefits
	25
	
	24

	Total
	1,240
	
	1,205


Movements in the present value of non-current provisions for defined benefit plans
	
	2020
	
	2019

	
	(in million Baht)

	For the six-month periods ended 30 June
	

	Non-current provisions for defined benefit plans at 1 January
	1,205
	
	824

	
	
	
	

	Included in profit or loss
	
	
	

	Current service costs 
	31
	
	29

	Interest on obligation
	10
	
	16

	Past service cost from the amended severance pay of the Labor Law
	-
	
	266

	
	41
	
	311

	Others
	
	
	

	Benefits paid
	(6)
	
	(7)

	
	
	
	

	Non-current provisions for defined benefit plans at 30 June
	1,240
	
	1,128


Actuarial assumptions
In the second quarter of 2020, there is no significant change in actuarial assumptions regarding the financial statements for the year 2019.
8
Dividends
On 18 March 2020, the meeting of the Board of Directors passed a resolution to postpone the 2020 Annual General Meeting of Shareholders of the Company which scheduled on 1 April 2020 due to the situation of the COVID-19 outbreak and approved the interim dividend payment from the Company’s profit as of 31 December 2019 instead of the annual dividend payment which was planned to propose to this Annual General Meeting of Shareholders of the Company for their  consideration. Therefore, the Board of Directors will not propose any other dividend payment for 2019.
The dividends paid by the Company to the shareholders were as follows:
	
	Approval date
	   Payment schedule
	Dividend rate per share 
	
	Amount

	
	
	
	(Baht)
	
	(in million Baht)

	2020
	
	
	
	
	

	Interim dividend 2019
	18 March 2020
	17 April 2020
	7.00
	
	8,398

	
	
	
	
	
	

	2019
	
	
	
	
	

	Annual dividend 2018
	27 March 2019
	19 April 2019
	9.50
	
	11,400

	Interim dividend 2019
	26 July 2019
	23 August 2019
	7.00
	
	8,399

	Total
	
	
	16.50
	
	19,799
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Financial instruments
Carrying amounts and fair values 

The following table shows the carrying amounts and fair values of financial assets and financial liabilities, including their levels in the fair value hierarchy for financial instruments measured at fair value. It does not include fair value information for financial assets and financial liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value.
	
	Carrying amount
	
	Fair value

	At 30 June 2020
	Fair value through other comprehensive income
	
	Amortized cost - net
	
	Total
	
	Level 2
	
	Level 3
	
	Total

	
	(in million Baht)

	Financial assets
	
	
	
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	-
	
	39,271
	
	39,271
	
	
	
	
	
	

	Investments in short-term

   debt instruments
	
	
	
	
	
	
	
	
	
	
	

	    - Deposit with financial institutions
	-
	
	588
	
	588
	
	
	
	
	
	

	    - Fund
	16,870
	
	-
	
	16,870
	
	16,870
	
	-
	
	16,870

	Short-term loans
	-
	
	78,229
	
	78,229
	
	
	
	
	
	

	Investments in debt instruments
	1,104
	
	-
	
	1,104
	
	1,104
	
	-
	
	1,104

	Investments in equity instruments
	10,813
	
	-
	
	10,813
	
	-
	
	10,813
	
	10,813

	Total financial assets
	28,787
	
	118,088
	
	146,875
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Financial liabilities
	
	
	
	
	
	
	
	
	
	
	

	Loans from related parties
	-
	
	5,073
	
	5,073
	
	
	
	
	
	

	Lease liabilities
	-
	
	219
	
	219
	
	
	
	
	
	

	Debentures
	-
	
	174,977
	
	174,977
	
	179,921
	
	-
	
	179,921

	Total financial liabilities
	-
	
	180,269
	
	180,269
	
	
	
	
	
	


As at 30 June 2020, investments in debt instruments measured at FVOCI are mainly in private funds which invested by 3 independent assets management companies have invested in debt securities which had high liquidity and rating as investment grade with return rates from 0.41% to 1.92% per annum (31 December 2019: 1.12% to 1.95% per annum).

Financial instruments measured at fair value
These fair value measurements are categorized into different levels in the fair value hierarchy based on the inputs to valuation techniques used. The levels applicable to the Company’s investments are defined as follows:
· Level 1: quoted prices (unadjusted) in active markets (Stock Exchange) for identical assets or liabilities that the Company can access at the measurement date.
· Level 2:  inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.

· Level 3:  inputs are unobservable inputs for the asset or liability.
The Company determined Level 2 fair values for simple over-the-counter financial assets based on broker quotes. Those quotes are tested for reasonableness by discounting expected future cash flows using market interest rate for a similar instrument at the measurement date. Fair values reflect the credit risk of the instrument and include adjustments to take account of the credit risk of the Company entity and counterparty when appropriate.

The Company determined Level 3 fair values for investments in equity instruments which is not actively traded in market. The fair value of the investment was then determined using a valuation technique that used significantly unobservable input such as the latest reporting net assets adjusted by relevant factors because the shares were not listed on Stock Exchange, and there were no recent observable arm’s length transactions in the shares.

10
Commitments and contingent liabilities 
	
	30 June
	
	31 December

	
	2020
	
	2019

	
	(in million Baht)

	
	
	
	

	(a) 
Guarantees on loans of related parties
	11,184
	
	4,853

	
	
	
	

	(b)
Bank guarantees issued by banks to government,
	
	
	

	state enterprises and private sectors
	113
	
	112

	
	
	
	

	(c)
Commitments
	
	
	

	· for rental agreements
	27
	
	118

	· for construction and improvement of office building
	
	
	

	and implementation project
	13
	
	6

	· for title sponsor agreement
	165
	
	220


(d) The Company has entered into the service agreements with two local companies. Those companies will provide information and technology outsourcing services to the Company and affiliates.
The commencement price is approximately Baht 6,500 million. The agreements period is for 7 years with the commencement date in June 2016. 
(e) In the first quarter of 2009, the Company lodged a complaint in criminal case against an ex-employee for theft (form of ordinary share certificate) and the forgery of 672,000 Company’s ordinary share certificates. In the second quarter of 2009, the Company was notified by the Civil Court that the heirs and the estate administrator of the shareholder whose shares were forged (“Plaintiff”) filed a civil lawsuit against the Company and relevant individuals and juristic persons for compensation. At present, the case has reached the final judgment.

On 22 December 2015, in which the Supreme Court has made the judgment ordering the ex-employee, the offender committed a tort against the Plaintiff, to return the shares or to pay the cash for the share price at the last trading price of the Company’s shares on the date of payment, which shall not be less than Baht 314.38 per share, together with dividends and an interest until the date of payment, and ordering the Company, as employer, Thailand Securities Depository Co., Ltd., and relevant persons to be jointly liable with the ex-employee. Therefore, the Company has recorded the provision for compensation for the amount which the Company is expected to be liable, in the statement of financial position as at 31 December 2015 of Baht 201 million. 

On 21 January 2016, the Company has fully made compensation to the Plaintiff by returning the shares with the ordinary share certificates and making payment of dividends both from the shares prior to the commencement of a civil lawsuit with interest thereon and from the commencement date of a civil lawsuit including any costs and expenses paid for court procedure, accounting for Baht 319 million in total. Later on, Thailand Securities Depository Co., Ltd., the co-defendant, has filed a petition to the Supreme Court for an interpretation on the judgment. On 21 November 2017, the Supreme Court has already ordered the mentioned petition to be dismissed. In December 2018, the Company has filed a civil lawsuit against the ex-employee and Thailand Securities Depository Co., Ltd. for recourse. On 8 March 2019, the Central Labour Court has made the judgment ordering the ex-employee, the offender committed the tort, to compensate the Company in the amount of Baht 149 million together with the interest at the rate of 7.5% per annum. There was no appeal from both sides against the Central Labour Court’s judgment, therefore, the judgment was final and it is currently under the civil execution procedure. For the court case for recourse Thailand Securities Depository Co., Ltd., the Civil Court has made the judgment on 4 December 2019 ordering Thailand Securities Depository Co., Ltd. to make the repayment to the Company in the amount of Baht 62.55 million together with the interest at the rate of 7.5% per annum. On 4 June 2020, Thailand Securities Depository Co., Ltd. has filed for an appeal against the Civil Court’s judgment and on 6 August 2020, the Company has filed a counter appeal against the appeal of Thailand Securities Depository Co., Ltd. This case is now under the review of the Appeal Court. 
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Event after the reporting period

At the Board of Directors’ Meeting of the Company held on 29 July 2020, the directors approved to pay the 2020 interim dividend at the rate of Baht 5.50 per share to the shareholders entitled to receive dividends totaling approximately Baht 6,600 million and is scheduled for payment on 28 August 2020.
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Reclassification of accounts
Certain accounts in the income statement for the six-month period ended 30 June 2019 have been reclassified to conform to the presentation in the 2020 interim financial statements as follows:
	
	Before

reclassification
	
	Reclassification
	
	After

reclassification

	
	(in million Baht)

	Income Statement 
	
	
	
	
	

	For the three-month period ended

30 June 2019
	
	
	
	
	

	Interest income
	-
	
	1,112
	
	1,112

	Other income
	148
	
	(146)
	
	2

	Finance costs
	(488)
	
	(966)
	
	(1,454)

	
	
	
	
	
	

	Income Statement 
	
	
	
	
	

	For the six-month period ended

30 June 2019
	
	
	
	
	

	Interest income
	-
	
	2,212
	
	2,212

	Other income
	312
	
	(304)
	
	8

	Finance costs
	(996)
	
	(1,908)
	
	(2,904)


The Company has reclassified transactions related to interest income which was presented net in finance costs to present as interest income in order to reflect more appropriate operating results.
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