S P V I Public Company Limited 

Notes to financial statements
For the year ended 31 December 2019 
1.
General information

S P V I Public Company Limited (“the Company”) is a limited company incorporated under Thai laws on 6 January 2011 and registered the change of its status to a public limited company under the Public Limited companies Act on 10 April 2013 and domiciled in Thailand. Its major shareholder is IT City Public Company Limited, a company incorporated in Thailand. The Company is principally engaged in the distribution of computers, mobile phone, related accessories and related service. Its registered address is No. 1213/58-59 Soi Ladprao 94 Sriwara Road, Phlapphla, Wangthonglang, Bangkok.


As at 31 December 2019, the Company operates 48 branches (2018: 45 branches).

2.
Basis of preparation

The financial statements have been prepared in accordance with Thai Financial Reporting Standards enunciated under the Accounting Profession Act B.E. 2547 and their presentation has been made in compliance with the stipulations of the Notification of the Department of Business Development dated 11 October 2016, issued under the Accounting Act B.E. 2543.


The financial statements in Thai language are the official statutory financial statements of the Company. The financial statements in English language have been translated from the Thai language financial statements.


The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

3. 
New financial reporting standards


(a) 
Financial reporting standards that became effective in the current year

During the year, the Company has adopted the revised (revised 2018) and new financial reporting standards and interpretations which are effective for fiscal years 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


Entities are 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.

This standard does not have any significant impact on the Company’s 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.   

The management of the Company expects the adoption of these accounting standards to result in the following adjustments.

-
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.

The management of the Company is currently evaluating the impact of these standards to 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 Company plans to adopt TFRS 16 using the modified retrospective method of 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 management of the Company is currently finalising the impact of this standard on the financial statements in the year when it is adopted.
4.
Significant accounting policies
4.1
Revenue recognition


Sales of goods


Revenue from sale of goods is recognised at the point in time when control of the asset is transferred to the customer, generally on delivery of the goods. Revenue is measured at the amount of the consideration received or receivable, excluding value added tax, of goods supplied after discounts. 

Rendering of services


Service revenue is recognised at a point in time upon completion of the service. 


Interest income 


Interest income is recognised on an accrual basis based on the effective interest rate.  

4.2
Cash and cash equivalents


Cash and cash equivalents consist of cash in hand and at banks, and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restrictions.

4.3
Trade accounts receivable 


Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated losses that may be incurred in collection of receivables. The allowance is generally based on collection experience and analysis of debt aging. 

4.4
Investments

Investments in securities held for trading are stated at fair value. Changes in the fair value of these securities are recorded in profit or loss.
4.5
Inventories 

Finished goods are valued at the lower of cost (under first-in, first-out method) and net realisable value.

The net realisable value of inventory is estimated from the estimated selling price in the ordinary course of business, less the estimated costs to complete the sale.

Allowance for diminution in inventory value will be set up for obsolete, slow moving or deteriorated inventories.

4.6
Equipment/Depreciation


Equipment is stated at cost less accumulated depreciation and allowance for loss on impairment of assets (if any).


Depreciation of equipment is calculated by reference to their costs on the straight-line basis over the following estimated useful lives: 



Leasehold improvement
-
5 years



Computer
-
3 years



Office equipment
-
5 years



Furniture and fixtures
-
5 years



Motor vehicles
-
5 years

Depreciation is included in determining income. 
No depreciation is provided on assets under installation.

An item of equipment is derecognised upon disposal or when no future economic benefits are expected from its use or disposal.  Any gain or loss arising on disposal of an asset is included in profit or loss when the asset is derecognised.

4.7
Intangible assets


Intangible assets are carried at cost less accumulated amortisation and accumulated impairment loss (if any).


Intangible assets with finite lives are amortised on a systematic basis over the economic useful life and tested for impairment whenever there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method of such intangible assets are reviewed at least at each financial year end. The amortisation expense is charged to profit or loss.


A summary of the intangible assets with finite useful lives are as follows:



Useful lives


Computer software
5 years


Franchise fee
Agreement term (5 years)
4.8
Leasehold rights

Leasehold right is amortised on the straight-line basis over the lease period.

4.9 
Related party transactions


Related parties comprise individuals or enterprises that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.


They also include individuals or enterprises which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company, key management personnel, directors and officers with authority in the planning and direction of the Company’s operations.

4.10
Long-term lease agreements 


Leases of equipment which do not transfer substantially all the risks and rewards of ownership are classified as operating leases. Operating lease payments are recognised as an expense in profit or loss on a straight line basis over the lease term.

4.11
Foreign currencies 


The financial statements are presented in Baht, which is also the Company’s functional currency.


Transactions in foreign currencies are translated into Baht at the exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated into Baht at the exchange rate ruling at the end of reporting period.

Gain and losses on exchange are included in determining income.

4.12
Impairment of assets


At the end of each reporting period, the Company performs impairment reviews in respect of the equipment and intangible assets whenever events or changes in circumstances indicate that an asset may be impaired. An impairment loss is recognised when the recoverable amount of an asset, which is the higher of the asset’s fair value less costs to sell and its value in use, is less than the carrying amount.

An impairment loss is recognised in profit or loss. 

4.13
Employee benefits

Short-term employee benefits
Salaries, wages, bonuses and contributions to the social security fund are recognised as expenses when incurred.

Post-employment benefits 
Defined contribution plans
The Company and its employees have jointly established a provident fund. The fund is monthly contributed by employees and by the Company. The fund’s assets are held in a separate trust fund and the Company’s contributions are recognised as expenses when incurred.
Defined benefit plans 
The Company has obligations in respect of the severance payments it must make to employees upon retirement under labor law. The Company treats these severance payment obligations as a defined benefit plan. 
The obligation under the defined benefit plan is determined by a professionally qualified independent actuary based on actuarial techniques, using the Projected Unit Credit Method. 


Actuarial gains and losses arising from defined benefit plans are recognised immediately in other comprehensive income. 

Past service costs are recognised in profit or loss on the earlier of the date that the Company recognised restructuring-related costs.
4.14
Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. 
4.15
Income Tax


Income tax expense represents the sum of corporate income tax currently payable and deferred tax.
Current tax


Current income tax is provided in the accounts at the amount expected to be paid to the taxation authorities, based on taxable profits determined in accordance with tax legislation.

Deferred tax


Deferred income tax is provided on temporary differences between the tax bases of assets and liabilities and their carrying amounts at the end of each reporting period, using the tax rates enacted at the end of the reporting period. 


The Company recognises deferred tax liabilities for all taxable temporary differences while they recognise deferred tax assets for all deductible temporary differences and tax losses carried forward to the extent that it is probable that future taxable profit will be available against which such deductible temporary differences and tax losses carried forward can be utilised.


At each reporting date, the Company reviews and reduces the carrying amount of deferred tax assets to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised.


The Company records deferred tax directly to shareholders’ equity if the tax relates to items that are recorded directly to shareholders’ equity. 
4.16
Fair value measurement


Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between buyer and seller (market participants) at the measurement date. The Company applies a quoted market price in an active market to measure their assets and liabilities that are required to be measured at fair value by relevant financial reporting standards. Except in case of no active market of an identical asset or liability or when a quoted market price is not available, the Company measures fair value using valuation technique that are appropriate in the circumstances and maximises the use of relevant observable inputs related to assets and liabilities that are required to be measured at fair value.


All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy into three levels based on categorise of input to be used in fair value measurement as follows:

Level 1 -
Use of quoted market prices in an observable active market for such assets or liabilities 

Level 2 -
Use of other observable inputs for such assets or liabilities, whether directly or indirectly

Level 3 -
Use of unobservable inputs such as estimates of future cash flows 


At the end of each reporting period, the Company determines whether transfers have occurred between levels within the fair value hierarchy for assets and liabilities held at the end of the reporting period that are measured at fair value on a recurring basis.

5.
Significant accounting judgements and estimates

The preparation of financial statements in conformity with financial reporting standards at times requires management to make subjective judgements and estimates regarding matters that are inherently uncertain. These judgements and estimates affect reported amounts and disclosures; and actual results could differ from these estimates. Significant judgements and estimates are as follows:

Leases 
In determining whether a lease is to be classified as an operating lease or finance lease, the management is required to use judgement regarding whether significant risk and rewards of ownership of the leased asset has been transferred, taking into consideration terms and conditions of the arrangement. 

Allowance for doubtful accounts

In determining an allowance for doubtful accounts, the management needs to make judgement and estimates based upon, among other things, debt collection history, aging profile of outstanding debts and the prevailing economic condition. 

Allowance for diminution in value of inventory

The determination of allowances for diminution in the value of inventory, requires management to make judgements and estimates. The allowance for decline in net realisable value is estimated based on the selling price expected in the ordinary course of business less the estimated costs to complete the sales; and provision for obsolete, slow-moving and deteriorated inventories that is estimated based on the approximate aging of each type of inventory.

Equipment/Depreciation

In determining depreciation of equipment, the management is required to make estimates of the useful lives and residual values of the equipment and to review estimate useful lives and residual values when there are any changes.

In addition, the management is required to review equipment for impairment on a periodical basis and record impairment losses when it is determined that their recoverable amount is lower than the carrying amount. This requires judgements regarding forecast of future revenues and expenses relating to the assets subject to the review.

Deferred tax assets

Deferred tax assets are recognised for deductible temporary differences and unused tax losses to the extent that it is probable that taxable profit will be available against which the temporary differences and losses can be utilised. Significant management judgement is required to determine the amount of deferred tax assets that can be recognised, based upon the likely timing and level of estimate future taxable profits. 

Post-employment benefits under defined benefit plans 

The obligation under the defined benefit plan is determined based on actuarial techniques. Such determination is made based on various assumptions, including discount rate, future salary increase rate, mortality rate and staff turnover rate.

6.
Related party transactions
During the years, 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)

	
	2019
	2018
	Pricing policy

	Transactions with major shareholder


(IT City Public Company Limited)
	
	
	

	Purchase of goods
	2
	-
	Approximately market price

	Dividends
	7
	5
	At the declared rate

	Transactions with related companies
	
	
	

	Sales of goods 
	1
	1
	Market price

	Purchases of goods 
	3
	1
	Market price

	Purchase of fixed assets
	1
	-
	Market price

	Service expenses
	9
	7
	Prices agreed by the parties

	Logistics and distribution fee
	7
	6
	Prices agreed by the parties



As at 31 December 2019 and 2018, the balances of the accounts between the Company and those related companies are as follows:
 (Unit: Thousand Baht)

	
	2019
	2018

	Trade and other receivables - related parties (Note 9)
	
	

	Related companies (related by common shareholders and common directors)
	425
	311

	Total trade and other receivables - related parties
	425
	311

	Trade and other payables - related parties (Note 17)
	
	

	Related companies (related by common shareholders and common directors)
	1,360
	1,554

	Total trade and other payables - related parties
	1,360
	1,554



Directors and management’s benefits

During the years ended 31 December 2019 and 2018, the Company had employee benefit expenses payable to their directors and management as below.

	(Unit: Million Baht)

	
	2019
	2018

	Short-term employee benefits
	25.0
	22.3

	Post-employment benefits
	4.1
	1.2

	Total
	29.1
	23.5


7.
Cash and cash equivalents

	
	(Unit: Thousand Baht)

	
	2019
	2018

	Cash
	3,759
	3,036

	Bank deposits 
	33,146
	42,238

	Total
	36,905
	45,274



As at 31 December 2019, bank deposits in savings accounts and fixed deposits carried interests between 0.10 and 0.50 percent per annum (2018: between 0.10 and 0.50 percent per annum).

8.
Current investments 

	

	(Unit: Thousand Baht)

	
	2019
	2018

	
	Number of units                  (Thousand units)
	Cost
	Fair value
	Number of units                  (Thousand units)
	Cost
	Fair value

	Investments in Krungsri Star Plus Fund
	5,787
	122,249
	122,277
	3,914
	81,329
	81,358

	Total
	5,787
	122,249
	122,277
	3,914
	81,329
	81,358



Current investments in held for trade investments for which fair value is measured or disclosed in the financial statements are categorised within Level 2 which is use of other observable inputs for such assets or liabilities, whether directly or indirectly. 
9.
Trade and other receivables

	



	(Unit: Thousand Baht)

	
	2019
	2018

	Trade receivables - related parties
	
	

	Aged on the basis of due dates
	
	

	
Not yet due
	103
	311

	
Past due
	
	

	
Up to 3 months
	322
	-

	Total trade receivables - related parties
	425
	311

	Trade receivables - unrelated parties
	
	

	Aged on the basis of due dates
	
	

	
Not yet due
	44,871
	48,862

	
Past due
	
	

	
Up to 3 months
	5,879
	6,464

	 
3 - 6 months
	-
	429

	
6 - 12 months
	-
	59

	
Over 12 months
	100
	425

	Total
	50,850
	56,239

	Less: Allowance for doubtful debts
	(38)
	(360)

	Total trade receivables - unrelated parties, net
	50,812
	55,879

	Total trade receivable - net
	51,237
	56,190

	Other receivables
	
	

	Other receivables - unrelated parties
	4,681
	3,081

	Total other receivables
	4,681
	3,081

	Total trade and other receivables - net
	55,918
	59,271


10.
Inventories
	
	(Unit: Thousand Baht)

	
	2019
	2018

	Finished goods
	418,096
	315,175

	Less: Reduce cost to net realisable value
	(26,589)
	(19,683)

	Inventories - net
	391,507
	295,492



During the current year, the Company reduced cost of inventories by Baht 6.9 million, to reflect the net realisable value. This was presented as cost of sales. (2018: Baht 6.1 million).

11.
Other current assets

The outstanding balance of other current assets as at 31 December 2019 and 2018 are as follows:

 (Unit: Thousand Baht)

	
	2019
	2018

	Input tax and value added tax refundable
	8,969
	7,900

	Advance payments for purchase of goods
	4
	289

	Others
	5,134
	2,733

	Total other current liabilities
	14,107
	10,922


12.
Other long-term investments

As at 31 December 2019, the Company had other long-term investments amount of Baht 10 million (2018: Baht 10 million) in the form of fixed deposit account with maturity over 1 year carried interest 2.25 percent per annum (2018: 2.25 percent per annum).
13.
Equipment





(Unit: Thousand Baht)

	
	Leasehold
	
	Office
	Furniture 
	Motor
	Assets under
	

	
	improvement
	Computer
	equipment
	and fixtures
	vehicles
	installation
	Total

	Cost:
	
	
	
	
	
	
	

	1 January 2018
	2,000
	14,625
	23,970
	70,345
	845
	799
	112,584

	Additions
	-
	970
	4,663
	1,061
	-
	12,307
	19,001

	Disposals and write-off
	-
	(1,149)
	(583)
	(10,579)
	-
	-
	(12,311)

	Transfers in (out)
	-
	976
	2,109
	10,807
	-
	(12,793)
	1,099

	31 December 2018
	2,000
	15,422
	30,159
	71,634
	845
	313
	120,373

	Additions
	-
	316
	2,979
	986
	-
	10,517
	14,798

	Disposals and write-off
	-
	(3,187)
	(2,360)
	(11,181)
	-
	-
	(16,728)

	Transfers in (out)
	-
	2,346
	2,066
	6,799
	-
	(8,847)
	2,364

	31 December 2019
	2,000
	14,897
	32,844
	68,238
	845
	1,983
	120,807

	Accumulated depreciation:
	
	
	
	
	
	
	

	1 January 2018
	1,825
	12,163
	12,037
	43,962
	845
	-
	70,832

	Depreciation for the year
	175
	1,761
	4,128
	9,364
	-
	-
	15,428

	Depreciation on disposals and write-off
	-
	(1,134)
	(522)
	(8,867)
	-
	-
	(10,523)

	31 December 2018
	2,000
	12,790
	15,643
	44,459
	845
	-
	75,737

	Depreciation for the year
	-
	1,748
	5,175
	10,197
	-
	-
	17,120

	Depreciation on disposals and write-off
	-
	(3,187)
	(2,351)
	(9,514)
	-
	-
	(15,052)

	31 December 2019
	2,000
	11,351
	18,467
	45,142
	845
	-
	77,805

	Allowance for impairment loss:
	
	
	
	
	
	
	

	1 January 2018
	-
	-
	-
	1,022
	-
	-
	1,022

	Increase during the year
	-
	-
	-
	639
	-
	-
	639

	31 December 2018
	-
	-
	-
	1,661
	-
	-
	1,661

	Decrease during the year 
	-
	-
	-
	(838)
	-
	-
	(838)

	31 December 2019
	-
	-
	-
	823
	-
	-
	823

	Net book value:
	
	
	
	
	
	
	

	31 December 2018
	-
	2,632
	14,516
	25,514
	-
	313
	42,975

	31 December 2019
	-
	3,546
	14,377
	22,273
	-
	1,983
	42,179

	Depreciation for the year:
	
	
	
	
	
	
	

	2018 (Baht 13.4 million included in selling expenses, and the balance in administrative expenses)
	
	15,428

	2019 (Baht 15.8 million included in selling expenses, and the balance in administrative expenses)
	
	17,120


As at 31 December 2019, certain equipment items have been fully depreciated but are still in use. The gross carrying amount before deducting accumulated depreciation of those assets amounted to approximately Baht 34 million (2018: Baht 45 million).

14.  
Intangible assets 
The net book value of intangible assets, as at 31 December 2019 and 2018 is presented below.
	                    (Unit: Thousand Baht)

	
	Franchise fee
	Computer software
	Total

	As at 31 December 2019
	
	
	

	Cost
	21,770
	18,325
	40,095

	Less:  Accumulated amortisation 
	(8,989)
	(12,959)
	(21,948)

	Net book value
	12,781
	5,366
	18,147

	
	
	
	

	As at 31 December 2018
	
	
	

	Cost
	18,769
	17,792
	36,561

	Less:  Accumulated amortisation
	(5,188)
	(10,555)
	(15,743)

	Net book value
	13,581
	7,237
	20,818


A reconciliation of the net book value of intangible assets for the years 2019 and 2018 is presented below.   


(Unit: Thousand Baht)

	
	2019
	2018

	Net book value at beginning of year 
	20,818
	19,847

	Acquisition of computer software   
	1,164
	841

	Transferred in from inventories
	7
	33

	Write-off computer software
	-
	(949)

	Increase of franchise fee 
	3,001
	7,183

	Amortisation for the year
	(6,843)
	(6,137)

	Net book value at end of year
	18,147
	20,818


15.
Leasehold right



On 9 February 2011, the Company entered into a leasehold agreement for lease of space in Esplanade Cineplex from S P V Comretail Co., Ltd. The agreement is in force as from            11 February 2011 to 4 August 2031, or a total of 20 years, 5 months and 24 days.  In addition, on 3 January 2018, the Company entered into a leasehold agreement for lease of space in IT Mall Fortune Town from C.P. Tower Growth Leasehold Property Fund. The agreement is in force as from 1 February 2018 to 30 April 2020, or total of 2 years and 3 months. The Company paid for the leasehold rights for the entire agreement period amounting to Baht 11.4 million and amortised leasehold rights using the straight line basis throughout the agreement period.

	



	(Unit: Thousand Baht)

	
	2019
	2018

	Leasehold right - cost
	11,377
	11,377

	Less: Accumulated amortisation
	(5,776)
	(4,428)

	Net book value
	5,601
	6,949


A reconciliation of the net book value of leasehold right for the years 2019 and 2018 is presented below.   


(Unit: Thousand Baht)

	
	2019
	2018

	Net book value at beginning of year 
	6,949
	6,221

	Leasehold right transferred during the year
	-
	2,000

	Amortisation for the year
	(1,348)
	(1,272)

	Net book value at end of year
	5,601
	6,949


16.
Other non-current assets



The outstanding balance of other non-current assets as at 31 December 2019 and 2018 are deposits.
17.
Trade and other payables

	



	(Unit: Thousand Baht)

	
	2019
	2018

	Trade payables - related parties
	189
	10

	Trade payables - unrelated parties
	293,513
	234,606

	Other payables - related parties
	1,171
	1,544

	Other payables - unrelated parties
	22,300
	17,271

	Total trade and other payables 
	317,173
	253,431


18.
Provision for long-term employee benefits 


Provision for long-term employee benefits, which represents compensation payable to employees after they retire from the Company, was as follows:
	(Unit: Thousand Baht)

	
	2019
	2018

	Provision for long-term employee benefits at beginning of year
	14,804
	10,806

	Included in profit or loss:
	
	

	Current service cost
	1,530
	1,224

	Interest cost
	468
	292

	Past service cost
	4,495
	-

	Included in other comprehensive income:
	
	

	Actuarial (gain) loss arising from
	
	

	Demographic assumptions changes
	-
	2,854

	Financial assumptions changes
	1,803
	680

	Experience adjustments
	-
	(1,052)

	Provision for long-term employee benefits                          at end of year
	23,100
	14,804



The Company expect to pay Baht 5.7 million of long-term employee benefits during the next year.



As at 31 December 2019, the weighted average duration of the liabilities for long-term employee benefit is 11 years (2018: 11 years). 

Significant actuarial assumptions used for the valuation are summarised below:

	
	2019
	2018

	
	(% per annum)
	(% per annum)

	Discount rate
	1.79
	2.85

	Salary increase rate 
	4.00 - 7.00
	4.00 - 7.00

	Turnover rate 
	5.00 - 50.00
	5.00 - 50.00



The result of sensitivity analysis for significant assumptions that affect the present value of the long-term employee benefit obligation as at 31 December 2019 and 2018 are summarised below: 

(Unit: Million Baht)

	
	As at 31 December 2019

	
	Increase 1%
	Decrease 1%

	Discount rate
	(1.6)
	1.9

	Salary increase rate
	2.0
	(1.8)

	
	
	

	
	Increase 20%
	Decrease 20%

	Turnover rate
	(1.6)
	2.1


(Unit: Million Baht)

	
	As at 31 December 2018

	
	Increase 1%
	Decrease 1%

	Discount rate
	(1.1)
	1.2

	Salary increase rate
	1.2
	(1.0)

	
	
	

	
	Increase 20%
	Decrease 20%

	Turnover rate
	(0.9)
	1.1


On 5 April 2019, The Labor Protection Act (No. 7) B.E. 2562 was announced in the Royal Gazette. This stipulates additional legal severance pay rates for employees who have worked for an uninterrupted period of twenty years or more, with such employees entitled to receive not less than 400 days’ compensation at the latest wage rate. The law is effective from 5 May 2019. This change is considered a post-employment benefits plan amendment and the Company have additional long-term employee benefit liabilities of Baht 4.5 million as a result. The Company reflects the effect of the change by recognising past service costs as expenses in the profit or loss of the current year.
19.
Statutory reserve


Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net profit after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of the registered capital.  The statutory reserve is not available for dividend distribution. 


During the year 2019, the Company set aside an additional statutory reserve of its net profit for 2019 of Baht 3.8 million (2018: the Company set aside statutory reserve of its net profit for 2018 totaling Baht 2.3 million).
20.
Other income

(Unit: Thousand Baht)
	
	2019
	2018

	Selling support income
	34,794
	23,850

	Selling promotion income
	4,285
	2,667

	Commission income
	228
	1,005

	Gain on exchange 
	-
	604

	Gain on disposal of investments in trading securities  
	1,435
	650

	Interest income
	399
	371

	Others
	947
	1,806

	Total
	42,088
	30,953


21.
Expenses by nature


Significant expenses classified by nature are as follows:

	
	(Unit: Thousand Baht)

	
	2019
	2018

	Purchase of finished goods
	3,259,780
	2,308,544

	Change in inventories of finished goods
	(102,921)
	(84,422)

	Salaries and wages and other employee benefits
	179,380
	151,739

	Rental and service center expenses from operating lease agreements
	56,991
	52,182

	Credit card fee
	47,617
	33,683

	Depreciation and amortisation
	25,311
	22,837

	Logistics and distribution fee
	7,114
	6,328

	Utilities expenses
	5,811
	5,602

	Office supply expenses
	2,367
	2,719

	Loss on disposals/write-off of assets
	1,633
	2,665


22.
Income tax 


Income tax expenses for the years ended 31 December 2019 and 2018 are made up as follows:

	
	(Unit: Thousand Baht)

	
	2019
	2018

	Current income tax:
	
	

	Current income tax charge
	20,774
	12,174

	Deferred tax:
	
	

	Relating to origination and reversal of temporary differences  
	(2,569)
	(1,698)

	Income tax expense reported in profit or loss
	18,205
	10,476


The amounts of income tax relating to each component of other comprehensive income for the years ended 31 December 2019 and 2018 are as follows:

	
	(Unit: Thousand Baht)

	
	2019
	2018

	Deferred tax relating to actuarial loss
	(361)
	(496)


The reconciliation between accounting profit and income tax expense is shown below.

	
	(Unit: Thousand Baht)

	
	2019
	2018

	Accounting profit before tax
	93,901
	55,696

	Applicable tax rate
	20%
	20%

	Accounting profit before tax multiplied by

income tax rate
	18,780
	11,139

	Effects of:
	
	

	Non-deductible expenses
	240
	139

	Additional expense deductions allowed
	(815)
	(802)

	Total
	(575)
	(663)

	Income tax expenses reported in profit or loss 
	18,205
	10,476


The components of deferred tax assets and deferred tax liabilities are as follows:

	
	(Unit: Thousand Baht)

	
	Statements of financial position

	
	2019
	2018

	Deferred tax assets
	
	

	Allowance for doubtful accounts
	8
	72

	Allowance for diminution in value of inventories
	5,318
	3,936

	Allowance for impairment of equipment
	164
	332

	Allowance for impairment of rental deposit
	152
	32

	Provision for long-term employee benefits
	4,620
	2,961

	Total
	10,262
	7,333

	Deferred tax liabilities 
	
	

	Unrealised gain on held for trade investments  
	-
	1

	Total
	-
	1

	Deferred tax assets - net 
	10,262
	7,332


23.
Basic earnings per share


Basic earnings per share is calculated by dividing profit for the year (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the year.

24.
Segment information


Operating segment information is reported in a manner consistent with the internal reports that are regularly reviewed by the chief operating decision maker in order to make decisions about the allocation of resources to the segment and assess its performance. The chief operating decision maker has been identified as Managing Director. 

The one main reportable operating segment of the Company is the distribution of computers, mobile phone, related accessories and related service, which revenue is recognised at a point in time, and the single geographical area of its 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.

25.
Provident fund


The Company and its employees have jointly established a provident fund in accordance with the Provident Fund Act B.E. 2530. Both employees and the Company contributes to the fund monthly at the rate of 5 percent of basic salary. Currently, the fund is managed by Tisco Asset Management Co., Ltd. and will be paid to employees upon termination in accordance with the fund rules. The contributions for the year 2019 amounting to approximately Baht 3.0 million (2018: Baht 2.0 million) were recognised as expenses.
26.
Dividend 


On 4 April 2018, the Annual General Meeting of Shareholders of the Company passed a resolution approving the payment of a dividend in respect of income for the year 2017 of Baht 0.04 per share, or a total of Baht 16 million. The Company paid such dividend in April 2018.

On 4 April 2019, the Annual General Meeting of Shareholders of the Company passed a resolution approving the payment of a dividend in respect of income for the year 2018 of Baht 0.06 per share, or a total of Baht 24 million. The Company paid such dividend in April 2019.

27.
Commitments and contingent liabilities

27.1
Operating lease commitments

27.1.1
The Company has entered into a logistics and distribution services agreement with a related company whereby the Company was obliged to pay for the service fee on a basis and at a rate as stipulated in the agreement. The term of agreement is 1 year and shall be renewal for another year each time, unless cancelled by either party.

27.1.2
The Company has entered into several operating lease contracts and service contracts in respect of the lease of office building, warehouse and branch areas. The terms of the agreements are generally between 1 and 21 years. 


As at 31 December 2019, the Company has future minimum lease payments required under these non-cancellable operating lease contracts and service contracts as follows.

(Unit: Million Baht)

	
	2019
	2018

	Payable within:
	
	

	Less than 1 year
	58.4
	57.2

	In over 1 and up to 5 years
	39.4
	54.4

	In over 5 years
	4.1
	2.0


27.2
Guarantees


As at 31 December 2019, there were outstanding bank guarantees of approximately Baht 46.7 million (2018: Baht 36.5 million) issued by bank on behalf of the Company in respect of the purchase of goods and services as required in the ordinary course of business of the Company.

28.
Financial instruments

28.1
Financial risk management


The Company’s financial instruments, as defined under Thai Accounting Standard No.107 “Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalents, current investments, trade and other receivables, other long-term investments and trade and other payables. The financial risks associated with these financial instruments and how they are managed is described below.


Credit risk


The Company is exposed to credit risk primarily with respect to trade and other receivables. The Company manages the risk by adopting appropriate credit control policies and procedures and therefore does not expect to incur material financial losses. In addition, the Company does not have high concentrations of credit risk since it has a large customer base. The maximum exposure to credit risk is limited to the carrying amounts of trade and other receivables as stated in the statement of financial position.

Interest rate risk


The Company’s exposure to interest rate risk relates primarily to its cash at banks.  However, most of the Company’s financial assets bear floating interest rates or fixed interest rates which are close to the market rate. 

Significant financial assets and liabilities classified by type of interest rate are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date, or the repricing date if this occurs before the maturity date. 

(Unit: Million Baht)

	
	As at 31 December 2019

	
	Fixed interest rates 
	Floating 
	Non-
	
	

	
	within               1 year
	more than  1 year
	interest rate
	interest bearing
	Total
	Effective interest rate

	
	
	
	
	
	
	(% per annum)

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalent 
	-
	-
	28
	9
	37
	0.10 - 0.50

	Current investments
	-
	-
	-
	122
	122
	-

	Trade and other receivables
	-
	-
	-
	56
	56
	-

	Other long-term investments
	-
	10
	-
	-
	10
	2.25

	
	-
	10
	28
	187
	225
	

	Financial liabilities
	
	
	
	
	
	

	Trade and other payables
	-
	-
	-
	317
	317
	-

	
	-
	-
	-
	317
	317
	


(Unit: Million Baht)

	
	As at 31 December 2018

	
	Fixed interest rates 
	Floating 
	Non-
	
	

	
	within               1 year
	more than  1 year
	interest rate
	interest bearing
	Total
	Effective interest rate

	
	
	
	
	
	
	(% per annum)

	Financial Assets
	
	
	
	
	
	

	Cash and cash equivalent 
	-
	-
	29
	16
	45
	0.10 - 0.50

	Current investments
	-
	-
	-
	81
	81
	-

	Trade and other receivables
	-
	-
	-
	59
	59
	-

	Other long-term investments
	-
	10
	-
	-
	10
	2.25

	
	-
	10
	29
	156
	195
	

	Financial liabilities
	
	
	
	
	
	

	Trade and other payables
	-
	-
	-
	253
	253
	-

	
	-
	-
	-
	253
	253
	



Foreign currency risk


The Company’s exposure to foreign currency risk arises mainly from purchasing transactions that are denominated in foreign currencies. 


The balances of financial liabilities denominated in foreign currencies are summarised below. 

	Foreign currency
	Financial liabilities as at                       31 December 
	Average selling rate as at                                                                           31 December 

	
	2019
	2018
	2019
	2018

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

	US dollar
	-
	33
	30.3313
	32.6148

	EUR
	2
	-
	34.0846
	37.4884


28.2
Fair values of financial instruments

Since the majority of the Company’s financial instruments are short-term in nature and other long-term investments which carrying interest at rates close to the market interest rates, their fair value is not expected to be materially different from the amounts presented in the statements of financial position. 

29.
Capital management

The primary objective of the Company’s capital management is to ensure that it has appropriate capital structure in order to support its business and maximise shareholder value. As at 31 December 2019, the Company’s debt-to-equity ratio was 0.92:1 (2018: 0.83:1).

30.
Event after the reporting period

         On 13 February 2020, the meeting of the Company’s Board of Directors No.1/2020 passed a resolution approving the dividend payment for the year 2019 to the Company’s shareholders at Baht 0.10 per share or a total dividend of approximately Baht 40 million. The Company will further propose this dividend payment for approval to the Annual General Meeting of the shareholders.
31.
Approval of financial statements

These financial statements were authorised for issue by the Company’s Board of Directors on 13 February 2020.
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