(Unaudited but reviewed)
Pacific Pipe Public Company Limited and its subsidiaries
Notes to interim consolidated financial statements
For the three-month and nine-month periods ended 30 September 2021
1.	General information
1.1	Coronavirus disease 2019 pandemic
	The Coronavirus disease 2019 pandemic is 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 (revised 2020) 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 2020. However, on 1 December 2019, the Company acquired the entire businesses of two subsidiaries: namely, Tamose 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. Subsequently, Meesup Transport Company Limited completed the liquidation on 25 May 2021 and returned its capital surplus to the Company amounting to Baht 2.2 million while Tamose Trading Company Limited is currently in the process of liquidation.
1.4	New financial reporting standards
a)	Financial reporting standards that became effective in the current period
During the period, the Group has adopted the revised financial reporting standards and interpretations which are effective for fiscal years beginning on or after 1 January 2021. 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. 
b)	Financial reporting standards that will became effective for fiscal years beginning on or after 1 January 2022
The Federation of Accounting Professions issued a number of revised financial reporting standards, which are effective for fiscal years beginning on or after 1 January 2022. 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, for some standards, providing temporary reliefs or temporary exemptions for users. 
The management of the Group believes that adoption of these amendments will not have any significant impact on the Group’s financial statements.
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 2020.


2.	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 30 September
	

	
	Consolidated/Separate financial statements
	Transfer pricing policy

	
	2021
	2020
	

	Transactions with related parties
	
	
	

	Office rental and service expenses
	1.0
	1.0
	Contract price

	Land rental expenses
	1.6
	1.3
	Contract price



	

	(Unit: Million Baht)

	
	For the nine-month periods ended 30 September
	

	
	Consolidated/Separate financial statements
	Transfer pricing policy

	
	2021
	2020
	

	Transactions with related companies
	
	
	

	Office rental and service expenses
	3.1
	3.1
	Contract price

	Land rental expenses
	4.2
	3.9
	Contract price


	The balances of the accounts as at 30 September 2021 and 31 December 2020 between                                   the Group and those related parties are as follows:
	(Unit: Thousand Baht)

	
	Consolidated                        financial statements
	Separate                              financial statements

	
	30 September            2021
	31 December 2020
	30 September            2021
	31 December 2020

	Other receivables - related party (Note 3)
	
	
	
	

	Tamose Trading Company Limited
	-
	-
	24
	210

	
	
	
	
	

	Lease liabilities - related parties
	
	
	
	

	Related companies (related by shareholders)
	27,498
	30,227
	27,498
	30,227





Directors and management’s benefits
During the three-month and nine-month periods ended 30 September 2021 and 2020, the Company had employee benefit expenses payable to its directors and management as below:
	(Unit: Thousand Baht)

	
	Consolidated/Separate financial statements

	
	For the three-month periods                   ended 30 September
	For the nine-month periods                ended 30 September

	
	2021
	2020
	2021
	2020

	Short-term employee benefits
	12,925
	7,174
	32,171
	21,207

	Post-employment benefits
	294
	139
	884
	417

	Total
	13,219
	7,313
	33,055
	21,624


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

	
	Consolidated                     financial statements
	Separate                           financial statements

	
	30 September          2021
	31 December 2020
	30 September          2021
	31 December 2020

	Trade receivables - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	807,807
	530,877
	807,807
	530,877

	Past due
	
	
	
	

		Up to 3 months
	263,870
	190,253
	263,870
	190,253

		3 - 6 months
	15,282
	11,566
	15,282
	11,566

		6 - 12 months
	1,115
	25,520
	1,115
	25,520

		Over 12 months
	46,553
	40,588
	46,553
	40,588

	Total
	1,134,627
	798,804
	1,134,627
	798,804

	Less: Allowance for expected credit losses 
	(60,139)
	(53,152)
	(60,139)
	(53,152)

	Total trade receivables - unrelated parties - net
	1,074,488
	745,652
	1,074,488
	745,652

	Total trade receivables - net
	1,074,488
	745,652
	1,074,488
	745,652

	Other receivables 
	
	
	
	

	Other receivables - related party (Note 2)
	-
	-
	24
	210

	Other receivables - unrelated parties
	906
	1,176
	906
	1,176

	Total other receivables
	906
	1,176
	930
	1,386

	Total trade and other receivables - net
	1,075,394
	746,828
	1,075,418
	747,038


4.	Inventories
Movements of the reduction of inventory cost to net realisable value account during the                          nine-month period ended 30 September 2021 are summarised below:
	(Unit: Thousand Baht)

	
	Consolidated/Separate financial statements

	Balance as at 1 January 2021
	5,233

	Reduction of inventory cost to net realisable value during the period
	8,324

	Balance as at 30 September 2021
	13,557


5.	Property, plant and equipment
	
	(Unit: Thousand Baht)

	
	Consolidated/Separate financial statements

	
	30 September 2021
	31 December 2020

	Net book value
	
	

	Property, plant and equipment
	1,663,174
	1,718,776

	Right-of-use assets
	45,966
	50,627

	Total
	1,709,140
	1,769,403


	Movements of the property, plant and equipment account during the nine-month period ended 30 September 2021 are summarised below:
	
	(Unit: Thousand Baht)

	
	Consolidated/Separate financial statements

	
	Assets on
	Assets on cost basis
	

	
	revaluation
basis - land
	Plant and equipment
	Right-of-use assets
	Total

	Net book value as at 1 January 2021
	748,903
	969,873
	50,627
	1,769,403

	Acquisitions during the period
	-
	30,508
	3,131
	33,639

	Disposals/Write-off during the period -                              net book value at disposals/write-off date
	-
	(397)
	-
	(397)

	Depreciation for the period
	-
	(85,713)
	(7,792)
	(93,505)

	Net book value as at 30 September 2021
	748,903
	914,271
	45,966
	1,709,140


	Land were measured at fair value using level 3 input.


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

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

	
	30 September            2021
	31 December 2020
	30 September            2021
	31 December 2020

	Short-term loans from financial institutions
	1.50 - 1.55
	1.55 - 1.67
	655,023
	713,416

	Trust receipt
	1.50 - 2.00
	1.47 - 2.32
	1,247,649
	974,875

	
	
	
	1,902,672
	1,688,291


	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.
7.	Trade and other payables
	(Unit: Thousand Baht)

	
	Consolidated                 financial statements
	Separate                      financial statements

	
	30 September
2021
	31 December 2020
	30 September
2021
	31 December 2020

	Trade payables - unrelated parties
	125,944
	27,670
	125,944
	27,670

	Other payables - unrelated parties
	45,187
	50,179
	45,187
	50,159

	Accrued expenses
	50,654
	36,681
	50,654
	36,681

	Total trade and other payables 
	221,785
	114,530
	221,785
	114,510


8.	Lease liabilities
	The carrying amounts of lease liabilities and the movement for the during the nine-month period ended 30 September 2021 are presented below:
	[bookmark: _Hlk30274123]
	(Unit: Thousand Baht)

	
	Consolidated/Separate
financial statements

	Balance as at 1 January 2021
	52,528

	Addition
	3,131

	Accretion of interest
	2,505

	Payments
	(9,311)

	Balance as at 30 September 2021
	48,853

	Less: Current portion
	(10,053)

	Lease liabilities - net of current portion
	38,800


9.	Income tax
Income tax for the three-month and nine-month periods ended 30 September 2021 and 2020 are made up as follows:
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September

	
	Consolidated 
financial statements
	Separate 
financial statements

	
	2021
	2020
	2021
	2020

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	14,719
	19,421
	14,719
	19,419

	Adjustment in respect of income tax of previous year
	-
	5
	-
	5

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(1,111)
	(712)
	(1,111)
	(712)

	Income tax expenses reported in profit or loss
	13,608
	18,714
	13,608
	18,712



	(Unit: Thousand Baht)

	
	For the nine-month periods ended 30 September

	
	Consolidated
financial statements
	Separate
financial statements

	
	2021
	2020
	2021
	2020

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	150,372
	34,506
	150,372
	34,504

	Adjustment in respect of income tax of previous year
	(486)
	(359)
	(486)
	(359)

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(4,947)
	(2,494)
	(4,849)
	(2,494)

	Income tax expenses reported in profit or loss
	144,939
	31,653
	145,037
	31,651




The amounts of income tax relating to each component of other comprehensive income for the three-month and nine-month periods ended 30 September 2021 and 2020 are made up as follows:
	(Unit: Thousand Baht)

	
	For the three-month periods end 30 September

	
	Consolidated/Separate financial statements

	
	2021
	2020

	Deferred tax on surplus on revaluation of assets
	-
	(1,720)

	
	-
	(1,720)



	(Unit: Thousand Baht)

	
	For the nine-month periods end 30 September

	
	Consolidated/Separate financial statements

	
	2021
	2020

	Deferred tax on surplus on revaluation of assets
	-
	(1,720)

	
	-
	(1,720)


10.	Earnings per share
	Basic earnings per share is calculated by dividing profit for the period (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.
11.	Dividends
	Dividend
	Approved by
	Total dividends
	Dividend per share

	
	
	(Million Baht)
	(Baht)

	Final dividend for 2019
	Annual General Meeting of the shareholders on 24 April 2020
	178.2
	0.27

	Total for 2020
	
	178.2
	0.27

	
	
	
	

	Final dividend for 2020
	Annual General Meeting of the shareholders on 22 April 2021
	118.8
	0.18

	Total for 2021
	
	118.8
	0.18





12.	Commitments and contingent liabilities
12.1	Capital commitments
	As at 30 September 2021, the Company had capital commitments of approximately Baht 0.6 million (31 December 2020: Baht 1.8 million), relating development of computer system.
12.2	Letters of credit
	As at 30 September 2021, the Company had commitments under letters of credit with overseas suppliers amounting to approximately USD 4.8 million (31 December 2020: USD 4.9 million).
12.3	Guarantees
	As at 30 September 2021, there were outstanding bank guarantees of approximately Baht 16 million (31 December 2020: 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)

	
	30 September 2021
	31 December 2020

	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.	Financial instrument
14.1	Fair value of financial instrument
Most of the Group’s financial instruments are classified as short-term or have interest rates that are close to market rate. Therefore, the carrying amounts of these financial instruments is estimated to approximate their fair value. 


14.2	Foreign currency risk
	As at 30 September 2021 and 31 December 2020, the Company has financial liabilities denominated in foreign currency which mature within one year as follows:
	
	Financial liabilities
	Average exchange rate

	Foreign currency
	30 September 2021
	31 December 2020
	30 September 2021
	31 December 2020

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

	US dollar
	7.0
	1.1
	33.8345
	29.9497


The Company entered into forward foreign exchange contracts as hedge instrument to mitigate the foreign currency risk. As at 30 September 2021, the Company had the outstanding forward foreign exchange contracts as follows:
	
	As at 30 September 2021

	Foreign currency
	Bought amount
	Contractual exchange rate
	Maturity Date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	2.6
	33.39 - 33.54
	17 February 2022


	As at 30 September 2021, the Company had derivative assets of Baht 1.2 million (31 December 2020: None) which are measured at fair value using level 2 input.
15.	Approval of interim financial statements
These interim financial statements were authorised for issue by the Company’s Board of Directors on 9 November 2021.
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