(Unaudited but reviewed)

S P V I Public Company Limited
Notes to interim financial statements
For the three-month and nine-month periods ended 30 September 2020 
1.
General information
1.1
Company 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 30 September 2020, the Company operates 55 branches (31 December 2019: 48 branches).

1.2
COVID-19 Pandemic 

The COVID-19 pandemic is resulting in an economic slowdown and adversely impacting most businesses and industries. This situation may bring uncertainties and have impact on the environment in which the Company operators. The Company’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.
1.3
Basis for the preparation of interim financial statements
These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 Interim Financial Reporting, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders' equity and cash flows in the same format as that used for the annual financial statements.

The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.

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

1.4
New financial reporting standards 
a)
Financial reporting standards that became effective in the current period
During the period, the Company has adopted the revised (revised 2019) and new financial reporting standards and interpretations which are effective for fiscal periods 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 Company’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 Company’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 Company 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 3.
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 Company 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 Company uses a simplified approach to determine expected credit losses. The relief measure may affect the valuation of trade and other receivable and expenses accounts.
· Not to account for any reduction in lease payments by lessors resulting from the COVID-19 situation as a lease modification, with the lease liabilities that come due in each period reduced in proportion to the reduction and depreciation of right-of-use assets and interest on lease liabilities recognised in each period reversed in proportion to the reduction, with any differences then recognised in profit or loss. The relief measure may affect the valuation of lease liabilities and expenses accounts.
b)
Financial reporting standards that will become effective for fiscal years beginning on or after 1 January 2021


The Federation of Accounting Professions issued a number of 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 management of the Company is currently evaluating the impact of these standards to the financial statements in the year when they are adopted.

2.
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2019 except the change in the accounting policies related to financial instruments and leases.
2.1
Financial instruments

Classification and measurement

Financial assets that are debt instruments are measured at fair value through profit or loss, fair value through other comprehensive income, or amortised cost. Classification is driven by the Company’s business model for managing the financial assets and the contractual cash flows characteristics of the financial assets.


Financial liabilities are classified and measured at amortised cost. 


Impairment of financial assets
The Company 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 Company 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 Company applies a simplified approach to determine the lifetime expected credit losses.

2.2
Leases

Right-of-use assets

The Company 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 Company 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 Company 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 Company’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.

3.
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 Company has adopted financial reporting standards related to financial instruments and 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 on the beginning balance of the statement of financial position of 2020 from changes in accounting policies due to the adoption of these standards are presented as follows:
	(Unit: Thousand Baht)

	
	
	The impacts of
	

	
	31 December 2019
	Financial reporting standards related to financial instruments
	TFRS 16
	1 January 2020

	Statement of financial position
	
	
	
	

	Assets
	
	
	
	

	Current assets
	
	
	
	

	Current investments
	122,277
	(122,277)
	-
	-

	Other current financial assets
	-
	122,277
	-
	122,277

	Other current assets
	14,107
	-
	(287)
	13,820

	Non-current assets
	
	
	
	

	Other non-current financial assets
	-
	10,000
	-
	10,000

	Other long-term investments
	10,000
	(10,000)
	-
	-

	Right-of-use assets
	-
	-
	131,285
	131,285

	Leasehold right
	5,601
	-
	(5,601)
	-

	
	
	
	
	

	Liabilities and shareholders’ equity
	
	
	
	

	Current liabilities
	
	
	
	

	Current portion of lease liabilities
	-
	-
	41,534
	41,534

	Non-current liabilities
	
	
	
	

	Long-term lease liabilities - net of current portion
	-
	-
	83,863
	83,863


3.1
Financial instruments
a)
The classifications, measurement basis and carrying values of financial assets in accordance with TFRS 9 as at 1 January 2020, and with the carrying amounts under the former basis, are as follows:

	
	(Unit: Thousand Baht)

	
	Carrying amounts under the former basis
	Classification and measurement in accordance with TFRS 9

	
	
	Fair value through profit or loss
	Fair value through other comprehensive income
	Amortised cost
	Total

	Financial assets as at            1 January 2020
	
	
	
	
	

	Cash and cash equivalents
	36,905
	-
	-
	36,905
	36,905

	Trade and other receivables
	55,918
	-
	-
	55,918
	55,918

	Other current financial assets
	122,277
	122,277
	-
	-
	122,277

	Other non-current financial assets
	10,000
	-
	-
	10,000
	10,000

	Total financial assets
	225,100
	122,277
	-
	102,823
	225,100


b)
As at 1January 2020, the Company has not designated any financial liabilities at fair value through profit or loss.

3.2
Leases

Upon initial application of TFRS 16 the Company recognised lease liabilities previously classified as operating leases at the present value of the remaining lease payments, discounted using the Company’s incremental borrowing rate at 1 January 2020. For leases previously classified as finance leases, the Company recognised the carrying amount of the right-of-use assets and lease liabilities based on the carrying amounts of the lease assets and lease liabilities immediately before the date of initial application of TFRS 16.
	
	(Unit: Thousand Baht)

	Operating lease commitments as at 31 December 2019
	
	101,921

	Less: Short-term leases and leases of low-value assets
	
	(234)

	Less: Contracts reassessed as service agreements 
	
	(26,881)

	Add: Option to extend lease term
	
	60,590

	Less: Deferred interest expenses
	
	(9,999)

	Increase in lease liabilities due to TFRS 16 adoption
	
	125,397

	Liabilities under finance lease agreements as at 31 December 2019
	
	-

	Lease liabilities as at 1 January 2020
	
	125,397

	
	
	

	Comprise of:
	
	

	Current lease liabilities
	
	41,534

	Non-current lease liabilities
	
	83,863

	
	
	125,397



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

	
	(Unit: Thousand Baht)

	Buildings and building improvement
	
	125,684

	Leasehold right
	
	5,601

	Total right-of-use assets
	
	131,285


4.
Related party transactions


During the periods, the Company had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and based agreed upon between the Company and those related parties.

(Unit: Thousand Baht)

	
	For the three-month periods 
	

	
	ended 30 September 
	Pricing policy

	
	2020
	2019
	

	Transactions with major shareholder


(IT City Public Company Limited)
	
	

	Purchases of goods 
	390
	404
	Approximate market price

	Purchases of fixed assets 
	19
	-
	Market price

	Transactions with related parties
	
	
	

	Sales of goods 
	63
	140
	Market price

	Purchases of goods 
	586
	567
	Market price

	Purchases of fixed assets
	-
	67
	Market price

	Service expenses
	1,743
	2,201
	Prices agreed by the parties

	Logistics and distribution fee
	1,905
	1,643
	Prices agreed by the parties



(Unit: Thousand Baht)

	
	For the nine-month periods 
	

	
	ended 30 September 
	Pricing policy

	
	2020
	2019
	

	Transactions with major shareholder


(IT City Public Company Limited)
	
	

	Purchases of goods 
	733
	1,315
	Approximate market price

	Purchases of fixed assets 
	25
	1
	Market price

	Service expenses
	-
	3
	Prices agreed by the parties

	Dividend paid
	11,600
	6,960
	At the declared rate

	Transactions with related parties
	
	
	

	Sales of goods 
	269
	710
	Market price

	Purchases of goods 
	1,837
	3,117
	Market price

	Purchases of fixed assets
	-
	120
	Market price

	Service expenses
	4,292
	6,378
	Prices agreed by the parties

	Logistics and distribution fee
	5,241
	4,829
	Prices agreed by the parties



The balances of the accounts as at 30 September 2020 and 31 December 2019 between the Company and those related companies are as follows:

(Unit: Thousand Baht)

	
	30 September            2020
	31 December 2019

	Trade and other receivables - related parties (Note 6)
	
	

	Related companies (related by common shareholders and common directors)
	33
	425

	Total trade and other receivables - related parties
	33
	425

	Trade and other payables - related parties (Note 12)
	
	

	Related companies (related by common shareholders and common directors)
	1,179
	1,360

	Total trade and other payables - related parties
	1,179
	1,360


Directors and management’s benefits

During the three-month and nine-month periods ended 30 September 2020 and 2019, the Company had employee benefit expenses of their directors and management as below.

	
	
	(Unit: Million Baht)

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

	
	2020
	2019
	2020
	2019

	Short-term employee benefits
	5.2
	5.1
	15.3
	15.6

	Post-employment benefits
	0.3
	0.2
	1.0
	3.7

	Total
	5.5
	5.3
	16.3
	19.3


5.
Cash and cash equivalents

	
	(Unit: Thousand Baht)

	
	30 September          2020
	31 December 2019

	Cash
	2,806
	3,759

	Bank deposits 
	111,647
	33,146

	Total
	114,453
	36,905



As at 30 September 2020, bank deposits in savings accounts and fixed deposits carried interests between 0.05 and 0.25 percent per annum (31 December 2019: between 0.1 and 0.5 percent per annum).

6.
Trade and other receivables

	



	(Unit: Thousand Baht)

	
	30 September                  2020
	31 December             2019

	Trade receivables - related parties
	
	

	Aged on the basis of due dates
	
	

	Not yet due
	33
	103

	Past due
	
	

	   Up to 3 months
	-
	322

	Total trade receivables - related parties
	33
	425

	Trade receivables - unrelated parties
	
	

	Aged on the basis of due dates
	
	

	Not yet due
	30,760
	44,871

	Past due
	
	

	   Up to 3 months
	5,200
	5,879

	   3 - 6 months
	12
	-

	   6 - 12 months
	628
	-

	   Over 12 months
	17
	100

	Total
	36,617
	50,850

	Less: Allowance for expected credit losses
	(1,552)
	(38)

	Total trade receivables - unrelated parties, net
	35,065
	50,812

	Total trade receivables - net
	35,098
	51,237

	Other receivables
	
	

	Other receivables - unrelated parties
	4,142
	4,681

	Total other receivables
	4,142
	4,681

	Total trade and other receivables - net
	39,240
	55,918


7.
Reduction of inventories to net realisable value
Movements in the reduction of inventories to net realisable value account during the          nine-month period ended 30 September 2020 are summarised below.

(Unit: Thousand Baht)
	Balance as at 1 January 2020
	26,589

	Add: Reduction of inventory value during the period
	8,218

	Balance as at 30 September 2020
	34,807


8.
Other current assets

The outstanding balance of other current assets as at 30 September 2020 and                               31 December 2019 are as follows:

 (Unit: Thousand Baht)

	
	30 September    2020
	31 December 2019

	Input tax and value added tax refundable
	960
	8,969

	Advance payments for purchase of goods
	392
	4

	Others
	3,528
	5,134

	Total other current liabilities
	4,880
	14,107


9.
Other non-current financial assets/Other long-term investments

As at 31 December 2019, the Company had fixed deposit account of Baht 10 million with maturity over 1 year carried interest at the rate of 2.25 percent per annum. The deposit was dued during the current period.
10.
Equipment
Movements of equipment account during the nine-month period ended 30 September 2020 are summarised below.
(Unit: Thousand Baht)
	Net book value as at 1 January 2020
	42,179

	Acquisitions during the period - at cost
	30,482

	Transfer from inventory 
	1,575

	Disposals and write-off during the period - net book value as at                     disposals/write-off date
	(822)

	Decrease in allowance for impairment
	822

	Depreciation for the period
	(13,697)

	Net book value as at 30 September 2020
	60,539


11.
Right-of-use assets

Movement of right-of-use assets account during the nine-month period ended 30 September 2020 are summarised below:

(Unit: Thousand Baht)
	Net book value as at 1 January 2020
	
	131,285

	Addition during the period
	
	81,817

	Acquisition during the period 
	
	2,366

	Depreciation for the period
	
	(36,020)

	Net book value as at 30 September 2020
	
	179,448


12.
Trade and other payables

	



	(Unit: Thousand Baht)

	
	30 September      2020
	31 December 2019

	Trade payables - related parties
	4
	189

	Trade payables - unrelated parties
	18,711
	293,513

	Other payables - related parties
	1,175
	1,171

	Other payables - unrelated parties
	14,117
	6,341

	Accrued expenses - unrelated parties
	5,459
	15,959

	Total trade and other payables 
	39,466
	317,173


13.
Other income

	
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	Selling support income
	9,344
	9,608
	26,709
	28,863

	Commission income
	36
	5
	211
	218

	Gain on disposal investments in open-end fund
	43
	474
	336
	915

	Interest income
	51
	51
	453
	268

	Others
	218
	179
	752
	314

	Total
	9,692
	10,317
	28,461
	30,578


14.
Income tax


Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.


Income tax expenses for the three-month and nine-month periods ended 30 September 2020 and 2019 are made up as follows:

	



	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September

	
	2020
	2019

	Current income tax:
	
	

	Interim corporate income tax charge
	2,667
	4,210

	Deferred tax:
	
	

	Relating to origination and reversal of temporary differences  
	(912)
	(370)

	Income tax income reported in the profit or loss
	1,755
	3,840


	



	(Unit: Thousand Baht)

	
	For the nine-month periods ended 30 September

	
	2020
	2019

	Current income tax:
	
	

	Interim corporate income tax charge
	10,494
	12,882

	Deferred tax:
	
	

	Relating to origination and reversal of temporary differences  
	(3,123)
	(2,428)

	Income tax income reported in the profit or loss
	7,371
	10,454


15.
Basic 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. 

16.
Dividend 


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.


On 30 March 2020, the Board of Directors Meeting no.2/2020 passed a resolution approving the payment of interim dividend in respect of income for the year 2019 of Baht 0.10 per share, or a totaling of Baht 40 million. The Company paid such dividend in April 2020.
17.
Commitments and contingent liabilities
17.1
Lease and service commitments

17.1.1
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.

17.1.2
The Company has entered into several contracts in respect of lease of the low value assets and service agreement in respect of the warehouse and branch areas. The terms of the agreements are generally between 1 and 5 years. 


As at 30 September 2020 and 31 December 2019, future minimum payments were as follows:
(Unit: Million Baht)
	
	30 September            2020
	31 December 2019

	Payable:
	
	

	In up to 1 year
	12.2
	17.3

	In over 1 year and up to 5 years
	7.4
	9.9


17.2
Guarantees


As at 30 September 2020, there were outstanding bank guarantees of approximately Baht 56.9 million (31 December 2019: Baht 46.7 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.

18.
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.

19.
Approval of interim financial statements
These interim financial statements were authorised for issue by the Company’s Board of Directors on 10 November 2020.
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