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NOTES TO THE INTERIM FINANCIAL STATEMENTS
JUNE 30, 2020
1.
General information 


(a)
The operation of the Company



NEP Realty and Industry Public Company Limited, the “Company”, is incorporated in Thailand and the address of its registered office is at 41 Soi Phaholyothin 5, Phaholyothin Road, Phayathai, Phayathai, Bangkok. 


The Company was listed on the Stock Exchange of Thailand in July 1987. 



The principal business activities of the Company are the production and distribution of packaging products made from plastic. 

(b) Assumption underlying the preparation of the financial statements


The Company has suffered continuous losses on main operations since 2008 to the present. And the Company had negative cash flows used in operating activities for six-month period ended June 30, 2020 in the financial statements have both presented the investment in associates which the equity method is applied and separate financial statement in which the cost method is applied of Baht 12.13 million. As at June 30, 2020 the Company had the deficits in the financial statements have both presented the investment in associates in which the equity method is applied and the separate financial statements in which the cost method is applied amounted to Baht 1,077.85 million and 844.18 million, respectively. 

        

The Company’s ability to continue its business as a going concern depends on the business plan and the development in products. In addition, the Company has improved the efficiency and effectiveness of production by reducing defects from production in order to increase the volume and increase the value of the sale of goods. It also depends on the performance and the value of investment in the associate that the Company has invested. These financial statements are still prepared in accordance with the going concern basis of the Company by considering that sales or recoverable value of the assets and the settlement of liabilities of the Company will follow in the normal course of business. It is not expected to have any interruption in the normal course of business operation of the Company.
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2.
Significant accounting policies 


2.1
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, and the requirements of the Securities and Exchange Commission (SEC). 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 situations and not intended to re-emphasis on the information previously reported. The interim financial statements should therefore, be read in conjunction with the financial statements for the year ended December 31, 2019.


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



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 financial statements in Thai language version.

      2.2 
Financial reporting standards that became effective in the current period


During the period, the Company has adopted the revised and new financial reporting standards, interpretations and the accounting guidance, which are effective for fiscal years beginning on or after January 1, 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 new standard involves changes to key principles, as summarized below.

Financial reporting standards related to financial instruments:

A set of TFRSs related to financial instruments, which consists of five accounting standards and


Financial Reporting Standard:
	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
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These TFRSs related to financial instruments make stipulations relating to the classification of financial instruments and their measurement at fair value or amortized 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 Company has adopted TFRS related to financial instruments the first-time in its financial statements by applying modified retrospective approach of adoption of which the cumulative effect as an adjustment to the retained earnings as at January 1, 2020 and the comparative information was not restated. The cumulative effect of the change is described in Note 4 to the interim financial statements.


TFRS 16 Leases
TFRS 16 Leases 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 recognize 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.
As at January 1, 2020, the Company had adopted TFRS 16, which the Company recognized the cumulative effects of the initial application of this financial reporting standard without restated the previous year's financial statements presented for comparative. However, the Company had chosen to comply with this financial reporting standard with the lease that was previously classified as operating lease by recognizing the liabilities under the lease as at January 1, 2020 with the present value of the remaining lease payment and discounted by the interest rate of the additional borrowing of the Company as at the initial application date. It was recognized the contractual use rights in the amount of liabilities under lease agreements adjusted by the amount of the prepaid or accrued lease payments which were related to the lease agreement recognized in the statement of financial position before the date of application of this financial reporting standard.



The effect of the change in accounting policy is stated in Note 4 to the interim financial statements.
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Accounting Treatment Guidance on “Temporary relief measures on accounting alternatives in response to the impact of the COVID-19 situation”

The Federation of Accounting Professions announced Accounting Treatment Guidance on “Temporary relief measures on accounting alternatives in response to the impact of the COVID-19 situation”. 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 April 22, 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 January 1, 2020 and December 31, 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 use a simplified approach to determine expected credit losses.
· Not to consider the COVID-19 situation as an indication that an asset may be impaired in accordance with TAS 36, Impairment of Assets.
3.
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 December 31, 2019 except the changes in accounting policies as follows.

3.1
Financial assets and financial liabilities
These TFRS - Financial instruments standards establish requirements related to definition, recognition, measurement, impairment and derecognition 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 and measurement of financial assets

Financial assets that are debt instruments are measured at fair value through profit or loss, fair value through other comprehensive income, or amortized 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 assets that are equity instruments are measured at fair value through profit or loss or through other comprehensive income. 

Financial liabilities are classified and measured at amortized cost. 

Derivatives are classified and measured at fair value through profit or loss.
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(2)
Impairment of financial assets

The Company recognized an allowance for expected credit losses on its financial assets measured at amortized 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.

3.2
Leases


At inception of a contract, the Company assess whether the contract is, or contains, a lease. A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

   Right-of-use assets-as a lessee



Right-of-use assets are recognized at the commencement date of the lease. Right-of-use assets are stated at cost, less any accumulated depreciation and impairment losses (if any), and adjusted for any remeasurement of lease liabilities (if any). The cost of right-of-use assets includes the amount of lease liabilities recognized, initial direct costs incurred, and lease payments made at or before the commencement date, less any lease incentives received. 


The cost of right-of-use assets also includes an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, restoring the site on which it is located or restoring the underlying asset to the condition required by the terms and conditions of the lease.


Right-of-use assets are calculated by reference to their costs on a straight-line basis over the shorter of the lease term and the estimated useful lives for each of right-of-use assets.


Lease liabilities



At the commencement date of the lease, lease liabilities are 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 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.
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Short-term leases and leases of low-value assets

Leased that have a lease term of 12 months or less from the commencement date and not contain a purchase option. It also applies the lease of low-value assets recognition exemption to leases that are considered of low value. Lease payments on short-term and leases of low-value assets are recognized as expense in profit and loss on a straight-line basis over the lease term.
4. Cumulative effects of changes in accounting policies due to the adoption of new financial reporting 

standards

 As described in Note 2.2 to the interim financial statements, during the current period, the Company has impacts from adoption of TFRSs related to financial instruments and TFRS 16. The cumulative effect of the changes in accounting policies are recognized as an adjustment to retained earnings as at January 1, 2020 and the comparative information was not restated. 

The changes in accounting policies due to the adoption of above financial reporting standards, are summarized below.     

	
	
	In Thousand Baht

	
	
	Financial statements in which the equity method is applied 

	
	
	As at December 31, 2019
	
	The impacts of

TFRSs related

to financial instruments
	
	The impacts of

TFRS 16
	
	As at January 

1, 2020

	Statement of financial position
	
	
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	
	
	

	
Current investments
	
	45,000
	
	(45,000)
	
	-
	
	-

	
Trade accounts receivable and other 


current receivable
	
	69,299
	
	(117)
	
	-
	
	69,182

	
Other current financial assets
	
	-
	
	45,000
	
	-
	
	45,000

	Non-current assets
	
	
	
	
	
	
	
	

	
Investment in associated company
	
	378,139
	
	(4,625)
	
	-
	
	373,514

	
Right-of-use assets
	
	-
	
	-
	
	7,617
	
	7,617

	
Total assets
	
	810,906
	
	(4,742)
	
	7,617
	
	813,781

	Current liabilities
	
	
	
	
	
	
	
	

	
Current portion of lease liabilities
	
	1,044
	
	-
	
	2,488
	
	3,532

	Non-current liabilities
	
	
	
	
	
	
	
	

	
Lease liabilities
	
	1,468
	
	-
	
	5,129
	
	6,597

	
Total liabilities
	
	79,680
	
	-
	
	7,617
	
	87,297

	Deficit
	
	(1,060,344)
	
	(4,742)
	
	-
	
	(1,065,086)

	Total Shareholders' equity
	
	731,226
	
	(4,742)
	
	-
	
	726,484
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	In Thousand Baht

	
	
	Separate financial statements

	
	
	As at December 31, 2019
	
	The impacts of

TFRSs related

to financial instruments
	
	The impacts of

TFRS 16
	
	As at January 1, 2020

	Statement of financial position
	
	
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	
	
	

	
Current investments
	
	45,000
	
	(45,000)
	
	-
	
	-

	
Trade accounts receivable and other 


current receivable
	
	69,299
	
	(117)
	
	-
	
	69,182

	
Other current financial assets
	
	-
	
	45,000
	
	-
	
	45,000

	Non-current assets
	
	
	
	
	
	
	
	

	
Right-of-use assets
	
	-
	
	-
	
	7,617
	
	7,617

	

Total assets
	
	1,040,113
	
	(117)
	
	7,617
	
	1,047,613

	Current liabilities
	
	
	
	
	
	
	
	

	
Current portion of lease liabilities
	
	1,044
	
	-
	
	2,488
	
	3,532

	Non-current liabilities
	
	
	
	
	
	
	
	

	
Lease liabilities
	
	1,468
	
	-
	
	5,129
	
	6,597

	

Total liabilities
	
	79,680
	
	-
	
	7,617
	
	87,297

	Deficit
	
	(831,137)
	
	(117)
	
	-
	
	(831,254)

	Total Shareholders' equity
	
	960,433
	
	(117)
	
	-
	
	960,316



4.1
Financial instruments



The total impact on the retained earnings as at January 1, 2020 is as follows:         
	
	
	In Thousand Baht

	
	
	Financial statements in which the equity method is applied
	
	Separate

financial statements

	Deficit as at December 31, 2019
	
	1,060,344
	
	831,137

	Hedge accounting and derivatives
	
	4,625
	
	-

	Increase in loss allowance for trade and other current receivables
	
	117
	
	117

	Deficit as at January 1, 2020 Adjustment to unappropriated retained earnings from adoption of TFRS 9
	
	1,065,086
	
	831,254
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Classification and measurement


On January 1, 2020 (the date of initial application), the Company’s management has assessed which business models applied to the financial assets and liabilities held by the Company has classified the financial assets and liabilities as below.                   
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / 

Separate financial statements

	
	Amortized cost

	Financial assets as at January 1, 2020
	

	Cash and cash equivalents
	35,578

	Trade accounts receivable and other current receivable
	69,299

	Other current financial assets
	45,000

	Other current assets
	2,273

	Restricted bank deposits
	30,000

	Other non-current assets
	291

	
	182,441


	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / Separate financial statements

	
	Amortized cost

	Financial liabilities as at January 1, 2020
	

	Short-term loan from financial institution
	15,356

	Trade accounts payable and other current payable
	54,460

	Lease liabilities
	10,129

	
	79,945
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Impairment of financial assets

Trade receivables

The loss allowance for trade receivables as at December 31, 2019 is reconciled to the opening loss allowance for trade receivables as at January 1, 2020 as follow:
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / Separate financial statements

	Loss allowance for trade receivables
	

	As at December 31, 2019
	1,052

	Amounts restated through opening unappropriated retained earnings
	117

	Opening loss allowance as at January 1, 2020
	1,169



4.2
Leases


Upon initial application of TFRS 16 the Company recognized lease liabilities previously classified as operating leases at the present value of the remaining lease payments, discounted using incremental borrowing rate at January 1, 2020. For leases previously classified as finance leases, the Company recognized 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.
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / Separate financial statements

	Operating lease commitments disclosed as at December 31, 2019
	8,504

	Less 
Deferred interest expenses
	(887)

	Additional lease liabilities from TFRS 16 adoption 
	7,617

	Finance lease liabilities as at December 31, 2019
	2,512

	Lease liabilities recognised as at January 1, 2020
	10,129
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	In Thousand Baht

	
	Financial statements in which the equity method is applied / Separate financial statements

	Of which are:
	

	  
Current lease liabilities
	3,532

	  
Non-current lease liabilities
	6,597

	
	10,129


The recognized right-of-use assets relate to the following types of assets:         
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / Separate financial statements

	As at January 1, 2020
	

	
Building
	225

	
Equipment
	1,808

	
Vehicles
	5,584

	Total right-of-use assets
	7,617


5.
Related party transactions 



Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or are under common control with, the company, including holding companies, subsidiaries and fellow subsidiaries are related parties of the company. Associates and individuals owning, directly or indirectly, an interest in the voting power of the company that gives them significant influence over the enterprise, key management personnel, including directors and officers of the company and close members of the family of these individuals and companies associated with these individuals also constitute related parties.



In considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form. Transactions with related parties are conducted at prices based on market prices or, where no market price exists, at contractually agreed prices.
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Relationships with related parties were as follows:

	Name of entities
	
	Nature of relationships

	Vava Pack Co., Ltd.
	
	As a major shareholder of the company

	Pae pack Co., Ltd.
	
	Related company of the major shareholder

	Nava Nakorn Public Company Limited
	
	The associated company and common directors

	Security Navanakorn International Guarding Co., Ltd.
	
	Related company of the associated company

	NEP Realty and Industry Public Company 
Limited Fund (KOR-SOR-YOR)
	
	Fund administrator

	Welfare fund - NEP
	
	Fund administrator

	Key management personnel
	
	Persons having authority and responsibility for planning, directing, and controlling the activities of the entity directly or indirectly


The pricing policies for particular types of transactions are explained further below:

	Transactions
	
	Pricing policies

	Purchase and sale of assets
	
	Book value plus profit margin

	Sale goods
	
	Market price

	Sale supplies
	
	At Cost

	Dividend income
	
	By the amount declared

	Other income
	
	As agreed

	Service
	
	Cost plus profit margin about 10 - 50%

	Raw material expense
	
	Market price

	Employee Wages
	
	At cost

	Freight expense
	
	At cost

	Commission expense
	
	At the rate of 1 - 3 per sales

	Other employee welfare
	
	At cost

	Security service expense
	
	Contract price

	Cleaning service expense
	
	Contract price

	Water expense
	
	Contract price

	Management benefit expenses
	
	Approved by shareholders’ meeting
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Transactions for the three-month and six-month periods ended June 30, 2020 and 2019 with related parties are summarised as follows:
	
	In Thousand Baht

	
	Financial statement in which the equity method is applied/Separate financial statements

	
	For the three-month periods ended June 30,
	
	For the six-month periods ended June 30,

	
	2020
	
	2019
	
	2020
	
	2019

	Revenues
	
	
	
	
	
	
	

	Sale of assets
	51
	
	-
	
	121
	
	-

	
Sale goods
	8,457
	
	3,627
	
	12,756
	
	8,913

	Sale supplies
	139
	
	-
	
	562
	
	-

	Employee wages
	3
	
	-
	
	36
	
	-

	Expenses
	
	
	
	
	
	
	

	
Raw material expense
	38,531
	
	12,927
	
	78,190
	
	25,073

	Service expense
	-
	
	-
	
	235
	
	-

	
Freight expense
	9
	
	32
	
	22
	
	184

	
Commission expense
	-
	
	114
	
	-
	
	192

	
Security service expense
	96
	
	96
	
	192
	
	192

	
Cleaning service expense
	94
	
	99
	
	181
	
	208

	
Water expense
	56
	
	60
	
	103
	
	127

	
Management benefit expenses
	
	
	
	
	
	
	

	


Short-term employee benefits
	3,185
	
	3,752
	
	6,111
	
	7,050

	


Post-employee benefits
	50
	
	22
	
	99
	
	45


	
	In Thousand Baht

	
	Separate financial statements

	
	For the three-month periods ended June 30,
	
	For the six-month periods ended June 30,

	
	2020
	
	2019
	
	2020
	
	2019

	Revenue from dividend
	20,412
	
	22,136
	
	20,412
	
	22,136
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	In Thousand Baht

	
	Financial statements in which the equity method is applied/Separate financial statements  

	
	As at June

30, 2020
	
	As at December 
31, 2019

	Accounts receivable 
	
	
	

	
Vava Pack Co., Ltd.
	4,864
	
	2,558

	Pae pack Co., Ltd.
	579
	
	1,895

	Total
	5,443
	
	4,453

	
	
	
	

	Other current receivable
	
	
	

	Pae pack Co., Ltd.
	-
	
	17,574

	
	
	
	

	Accounts payable
	
	
	

	
Vava Pack Co., Ltd.
	3,171
	
	12

	
Pae Pack Co., Ltd.
	26,628
	
	19,312

	Total
	29,799
	
	19,324

	Other current payable
	
	
	

	
Navanakorn Public Company Limited.
	52
	
	46

	
Security Navanakorn International Guarding Co., Ltd.
	34
	
	34

	Total
	86
	
	80

	Total trade accounts payable and other current payable
	29,885
	
	19,404


6.
Cash and cash equivalents

	
	In Thousand Baht

	
	Financial statements in which the equity method is applied/Separate financial statements  

	
	As at June

30, 2020
	
	As at December 
31, 2019

	Cash on hand
	56
	
	31

	Cash at bank - current accounts
	908
	
	1,235

	Cash at bank - savings accounts
	25,713
	
	9,311

	Cash at bank - fixed deposit for 3 months
	1
	
	25,001

	Total
	26,678
	
	35,578
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As at June 30, 2020 and December 31, 2019, Cash at bank - savings accounts bear interest at the floating rates which are set by the bank and fixed deposit for 3 months carrying interest at the rate of 0.35 per annum and 0.60 - 1.30 per annum, respectively.
7.
Trade accounts receivable and other current receivable
	
	
	In Thousand Baht

	
	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	Note
	As at June 
30, 2020
	
	As at December 31, 2019

	Trade accounts receivable
	
	
	
	

	Related parties
	5
	5,443
	
	4,453

	Other receivable
	
	42,623
	
	48,188

	Total
	
	48,066
	
	52,641

	Less Allowance for doubtful accounts
	
	(863)
	
	(1,052)

	Net
	
	47,203
	
	51,589

	
	
	
	
	

	Other current receivables
	
	
	
	

	Related parties
	5
	-
	
	17,574

	Other receivable
	
	13,475
	
	6,391

	Total
	
	13,475
	
	23,965

	Less Allowance for doubtful accounts
	
	(6,210)
	
	(6,255)

	Net
	
	7,265
	
	17,710

	Total Trade accounts receivable and 
other current receivable - net
	
	54,468
	
	69,299


NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS (CONT.)
JUNE 30, 2020

Trade accounts receivable classified by aging are as follows:
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at June 
30, 2020
	
	As at December 31, 2019

	Trade accounts receivable
	
	
	

	Related parties
	
	
	

	Within credit term:
	1,727
	
	1,419

	Overdue:
	
	
	

	Less than 3 months
	3,716
	
	3,034

	
	5,443
	
	4,453

	Other parties
	
	
	

	Within credit term:
	29,253
	
	34,613

	Overdue:
	
	
	

	Less than 3 months
	12,587
	
	12,651

	3 - 6 months
	-
	
	519

	6 - 12 months
	783
	
	360

	Over 12 months
	-
	
	45

	
	42,623
	
	48,188

	Less Allowance for doubtful accounts
	(863)
	
	(1,052)

	
	41,760
	
	47,136

	Trade accounts receivable - net
	47,203
	
	51,589

	
	
	
	

	Other current receivable - net
	7,265
	
	17,710

	Total Trade accounts receivable and 
other current receivable - net
	54,468
	
	69,299


The normal credit term granted by the Company is 30 - 60 days.
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Changes in the allowance for doubtful accounts as follows:    

	
	
	In Thousand Baht

	
	Note
	Financial statements in which               the equity method is applied/

Separate financial statements  

	
Balance as at December 31, 2019 
	
	7,307

	
Effects of the adoption of TFRS9
	4
	117

	
Balance as at January 1, 2020
	
	7,424

	
Add Increase during the period
	
	53

	
Less Reversal during the period
	
	(404)

	
Balance as at June 30, 2020
	
	7,073



During the period the allowance for doubtful accounts decreased due to the return from customers of Baht 0.31 million and the reversal from valuation of loss from trade receivable of Baht 0.09 million.
8.
Inventories

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at June 
30, 2020
	
	As at December 31, 2019

	Finished goods
	13,991
	
	12,422

	Work in process
	5,054
	
	9,449

	Raw materials
	20,745
	
	20,295

	Supplies
	4,921
	
	5,633

	Total
	44,711
	
	47,799

	Less 
Allowance for obsolescence and decline
	
	
	

	
   in value of inventories
	(3,636)
	
	(3,786)

	Net
	41,075
	
	44,013
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Changes in the allowance for obsolescence and decline as follows:    

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	Balance as at January 1, 2020
	3,786

	Add Increase during the period
	9,172

	Less Reversal during the period
	(9,322)

	Balance as at June 30, 2020
	3,636




There are allowances for declining in value of inventory during the period due to the goods sold amounting to Baht 9.32 million. 

9.    Other current financial assets


As at June 30, 2020, details of other current financial assets are as below.

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	Fixed deposit at banks
	55,000




Fixed deposit for 6 months carrying interest at rate of 0.90 - 1.05 per annum.
10. 
Restricted deposit


As at June 30, 2020 and December 31, 2019, the Company had a fixed deposit account with a financial institution in the amount of Baht 30 million which carries interest rate at 1% per annum and was guaranteed against the liabilities under trust receipt agreement as described in Note 15.
NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS (CONT.)
JUNE 30, 2020

11.
Investment in associates
	
	
	In Thousand Baht

	
	
	Financial statements in which                the equity method is applied  

	
	Note
	As at June 
30, 2020
	
	As at December 31, 2019

	Net book value at the beginning of the period
	
	378,139
	
	369,886

	Effects of the adoption of TFRS9
	4
	(4,625)
	
	-

	Purchases of investment during the period
	
	13,752
	
	-

	Share of profit (loss) from investment accounted for using the equity method
	
	20,581
	
	30,694

	Dividend income
	
	(20,412)
	
	(22,136)

	Profit (loss) on estimation over actuarial principles
	
	-
	
	(305)

	Net book value at the end of the period
	
	387,435
	
	378,139




Investments in associated company as at June 30, 2020 and December 31, 2019 and dividend income for the six-month period ended June 30, 2020 are as follows:

	
	Percentage
	
	In Thousand Baht

	
	Ownership interest
	
	Paid-up capital
	
	Cost method
	
	Equity method
	
	Dividend income

	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019

	Associate
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Nava Nakorn Public Co., Ltd.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
(“NNCL”)
	12.47
	
	12.01
	
	2,048,255
	
	2,048,255
	
	621,098
	
	607,346
	
	387,435
	
	378,139
	
	20,412
	
	22,136



As at June 30, 2020 and December 31, 2019, the Company has ordinary shares in associate amounting to 255,450,000 shares and 245,950,000 shares, The Company’s share of investment in NNCL is 12.47% and 12.01%, respectively.
According to the resolution of the Board of Directors’ Meeting No.3/2020 it had a resolution to approve the purchase of ordinary shares of Nava Nakorn Public Company Limited not more than Baht 20 million. As at June 30, 2020, the Company had purchased such shares for 9,500,000 shares amounted Baht 13.75 million.
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Investment in the associated company by the cost method for the separate financial statements is an investment in marketable securities which the Company has a purpose to invest for the long term. As at June 30, 2020, the closing price is Baht 1.89 per share, amounting in total to Baht 482.80 million. 
12.
Investment property



Investment property consisted of land and building not used in operation as follows:

	
	

	
	In Thousand Baht 

	
	Financial statements in which the equity method is applied/ 

Separate financial statements   

	
	Land 
	
	Building and constructions
	
	Total 

	Cost 
	
	
	
	
	

	As at December 31, 2019
	3,148
	
	5,125
	
	8,273

	Additions 
	-
	
	-
	
	-

	Disposals

	-
	
	-
	
	-

	As at June 30, 2020
	3,148
	
	5,125
	
	8,273

	Less Accumulated depreciation 
	
	
	
	
	

	As at December 31, 2019
	-
	
	3,802
	
	3,802

	Depreciation charge for the period
	-
	
	-
	
	-

	Disposals
	-
	
	-
	
	-

	As at June 30, 2020
	-
	
	3,802
	
	3,802

	Less Allowance for impairment
	
	
	
	
	

	As at December 31, 2019
	3,148
	
	1,323
	
	4,471

	Allowance for impairment for the period
	-
	
	-
	
	-

	As at June 30, 2020
	3,148
	
	1,323
	
	4,471

	Net book value 
	
	
	
	
	

	As at December 31, 2019
	-
	
	-
	
	-

	As at June 30, 2020
	-
	
	-
	
	-


Investment property of the Company is the land and clubhouse building of a housing project held by the Company. Presently, the Company cannot benefit from its use. Such factor is an impairment indication. resulting in the setting of an allowance for impairment loss in the amount of Baht 4.47 million.
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13.
Property, plant and equipment 




Movements in property, plant and equipment for the six-month period ended June 30, 2020 are as follow:
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / 

Separate financial statements

	Cost
	

	As at December 31, 2019
	376,352

	Additions
	534

	Disposals
	(166)

	Transfer in (out)
	-

	As at June 30, 2020
	376,720

	Less Accumulated depreciation
	

	As at December 31, 2019
	171,846

	Depreciation for the period
	10,540

	Disposals
	(55)

	As at June 30, 2020
	182,331

	Net book value
	

	As at December 31, 2019
	204,506

	As at June 30, 2020
	194,389


According to the resolution of the Board of Directors’ Meeting No.8/2019 held on September 12, 2019, it had the resolution to approve selling the machinery in the sack production 60 machines in total Baht 20.53 million (exclude VAT) to a related company. The Company received the machinery deposit Baht 4.39 million. The ownership transfer of machinery is within 60 days from the agreement date. Later, on December 25, 2019, the Company has already transferred the ownership and assigned to the buyer. The sales leftover amount of Baht 17.57 million. the Company had received the full payment in 2020.
Land Nakornratchasima province (19 Rai 3 Ngan 45 Sq.wah) and building machinery and asset under installation with the carrying value as at June 30, 2020 of Baht 27.22 million have been mortgaged to secure the credit facilities from a financial institution of Baht 10 million, as discussed in Note 15.
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Vehicles with the carrying value as at June 30, 2020 of Baht 4.67 million (As at December 31, 2019: Baht 4.93 million) under the financial lease and hire-purchase agreements.

As at June 30, 2020, the gross carrying amount of the fully depreciated property, plant and equipment of the Company still in use amounted to Baht 79.54 million (As at December 31, 2019: 79.18 million).
14.
Right-of-use assets
Movements of the right-of-use assets account during the six-month period ended June 30, 2020 are summarized below.
	
	
	In Thousand Baht

	
	Note
	Financial statements in which the equity method is applied / 

Separate financial statements

	Net book value as at December 31, 2019
	
	-

	Effects of the adoption of TFRS16
	4
	7,617

	Net book value as at January 1, 2020
	
	7,617

	Increase during period
	
	631

	Depreciation for the period
	
	(1,275)

	Decrease from lease agreement termination
	
	(311)

	Net book value as at June 30, 2020
	
	6,662


15.   Short-term loan from financial institution
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/ Separate financial statements     

	
	As at June 
30, 2020
	
	As at December 31, 2019

	Trust receipt agreement 
	7,842
	
	15,356


NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS (CONT.)
JUNE 30, 2020

  
Credit line of the Company:
	
	
	Credit line (Million Baht)
	
	
	
	
	
	
	
	

	
	
	As at 

June 
30, 2020
	
	As at December 
31, 2019
	
	Purpose
	
	Interest rate
	
	Payment term
	
	Guarantee

	Overdraft
	
	        10
	
	     10
	
	Internal use as

Working capital
	
	MOR p.a.
	
	- Monthly interest payment
	
	Land and buildings

	Liabilities under trust receipt agreement
	
	        30
	
	     30
	
	To pay for raw material purchase
	
	1.30% - 2% per annum
	
	- Interest payment within 90 - 120 days

	
	Fixed deposit account with a financial institution

	
	
	        40
	
	     40
	
	
	
	
	
	
	
	



Secured interest-bearing liabilities were secured on the following assets:

	
	
	
	In Million Baht

	
	
	
	Financial statements in which                the equity method is applied/

Separate financial statements

	
	
	
	As at June 
30, 2020
	
	As at December 
31, 2019

	Land and buildings - net
	
	
	102.74
	
	106.05

	Fixed deposit
	
	
	30.00
	
	30.00


16.
Trade accounts payable and other current payable
	


	
	In Thousand Baht

	
	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	Note
	As at June 
30, 2020
	
	As at December 31, 2019

	Related parties
	5
	29,885
	
	19,404

	Other parties
	
	30,512
	
	32,478

	Accrued expenses - other parties
	
	592
	
	931

	Revenue department payable
	
	505
	
	1,221

	Other
	
	329
	
	426

	
Total
	
	61,823
	
	54,460
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17.
Lease liabilities





The carrying amounts of lease liabilities and the movement for the six-month period ended June 30, 2020 are presented below.
	
	
	In Thousand Baht

	
	Note
	
	Financial statements in which the equity method is applied / 

Separate financial statements

	As at December 31, 2019
	
	
	-

	Effects of the adoption of TFRS16
	4
	
	10,129

	As at January 1, 2020
	
	
	10,129

	Addition
	
	
	631

	Accretion of interest
	
	
	282

	Payments
	
	
	(2,012)

	Decrease from lease agreement termination
	
	
	(313)

	As at June 30, 2020
	
	
	8,717

	Less current portion
	
	
	(3,332)

	Lease liabilities - net of current portion
	
	
	5,385


The following are the amounts recognized in profit or loss:
	
	Thousand Baht

	
	Financial statements in which the equity method is applied / 

Separate financial statements

	Depreciation of right-of-use assets
	1,275

	Interest expense on lease liabilities
	282

	
Total
	1,557
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18.
Deferred tax liabilities
As at June 30, 2020, the Company has the accumulated tax losses that have not been used from year 2015 at the amount of Baht 533.83 million which the Company does not record such deferred tax assets from losses as there is uncertainty that the Company will have sufficient taxable profits enough to be utilized of deferred tax assets. 

19.
Non-current provision for employee benefits



Movement of non-current provision for employee benefits for the six-month period ended June 30, 2020 and years ended December 31, 2019 shown as follow: -

The statement of financial position 
	


	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at June 
30, 2020
(For the six-
month period)
	
	As at December 31, 2019
(For the year)

	Non-current provision for employee benefits, balance forward
	7,352
	
	8,332

	Current cost of service and interest
	440
	
	911

	Loss on estimation over actuarial principles
	-
	
	937

	Less paid during the period
	(227)
	
	(2,828)

	Non-current provision for employee benefits, ending forward
	7,565
	
	7,352


NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO THE INTERIM FINANCIAL STATEMENTS (CONT.)
JUNE 30, 2020

Expenses recognized in the statement of comprehensive income
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied/

Separate financial statements  

	
	For the three-month period 

ended June 30,
	
	For the six-month period 

ended June 30,

	
	2020
	
	2019
	
	2020
	
	2019

	Recognized in statement of comprehensive income
	
	
	
	
	
	
	

	Current service costs
	
	
	
	
	
	
	

	
Cost of sales
	100
	
	123
	
	201
	
	247

	
Distribution costs
	7
	
	8
	
	14
	
	16

	
Administrative expenses
	33
	
	28
	
	66
	
	55

	
Management benefit expenses
	50
	
	22
	
	99
	
	45

	Finance costs
	30
	
	53
	
	60
	
	105

	
Total
	220
	
	234
	
	440
	
	468


20.
Share capital 

	
	
	
	(In Thousand Shares/Thousand Baht)

	
	(in Baht)
	
	2020
	
	2019

	
	Par value
	
	Number
	
	Baht
	
	Number
	
	Baht

	Authorised capital
	
	
	
	
	
	
	
	
	

	At January 1,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	2,808,136
	
	2,808,136
	
	2,808,136
	
	2,808,136

	At June 30,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	2,808,136
	
	2,808,136
	
	
	
	

	At December 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	
	
	
	
	2,808,136
	
	2,808,136

	Issued and fully paid
	
	
	
	
	
	
	
	
	

	At January 1,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	2,325,381
	
	2,325,381
	
	2,325,377
	
	2,325,377

	Issue of new ordinary shares
	1
	
	-
	
	-
	
	4
	
	4

	At June 30,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	2,325,381
	
	2,325,381
	
	
	
	

	At December 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	
	
	
	
	2,325,381
	
	2,325,381
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21.
Warrants
On September 2, 2016, the Extraordinary shareholders’ Meeting had a resolution to allocate the capital share increase of 482,759,167 shares at the par value Baht 1 per share to support the exercise of warrants to purchase the capital share increase (“Sweetener”) (NEP-W3) at the rate of 2 new capital share increase : 1 unit of warrant with the details as follows :
	Exercise ratio
	:
	1 unit of warrant to 1 new ordinary share

	Exercise price
	:
	0.55 Baht per share

	Term
	:
	3 years

	Exercise period 
	:
	Exercise on the date 15th of March, June, September and December. The first exercise date is on December 15, 2016.

	The maturity date of warrants
	:
	September 13, 2019




On September 14, 2016, the Company has offered to sale the warrants NEP-W3 to the exisiting shareholders for 208,409,779 units amounting to 114.63 million. 


On September 13, 2019, (last exercise date) 4,001 units were exercised.  No-one has come to exercise the remaining NEP-W3 warrants are 208,405,778 units for Baht 114.62 million, thus the rights to purchase the ordinary shares were terminated from the expiry of the warrants. 
22.
Segment information 


Segment information is presented in respect of the Company’s business segment. The primary format, business segment is based on the Company’s management and internal reporting structure.



Segment assets and revenues include items directly attributable to a segment as well as those that can be allocated on a reasonable basis.


Business segments



Significant business segments comprise of two business segments that are manufacturing and sales of packaging products made from plastic and investments business and are carried on in a single geographical area in Thailand. Segment performance is considered by revenue and gross profit, and is also measured based on the group operating profit or loss, on a basis consistent with that used to measure operating profit or loss in the financial statements. Information relating to business segments in the Company’s financial statements for the three-month and six-month periods ended June 30, 2020 and 2019 were as follows:
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	Financial statements in which the equity method is applied (In Thousand Baht)

	
	For the three-month periods ended June 30,

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019

	Revenue from sales
	99,830
	
	92,549
	
	-
	
	-
	
	99,830
	
	92,549

	Cost of sale and expenses
	(116,421)
	
	(113,108)
	
	-
	
	-
	
	(116,421)
	
	(113,108)

	Profit (loss) from operation
	(16,591)
	
	(20,559)
	
	-
	
	-
	
	(16,591)
	
	(20,559)

	Share of profit (loss) of investment in associated company
	
	
	
	
	9,187
	
	4,924
	
	9,187
	
	4,924

	Other income
	
	
	
	
	
	
	
	
	1,030
	
	658

	Finance costs
	
	
	
	
	
	
	
	
	(181)
	
	(473)

	Income tax revenue (expense)
	
	
	
	
	
	
	
	
	-
	
	-

	Profit (loss) for the period
	
	
	
	
	
	
	
	
	(6,555)
	
	(15,450)


	
	Financial statements in which the equity method is applied (In Thousand Baht)

	
	For the six-month periods ended June 30,

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	2020
	
	2019
	
	2020
	
	2019
	
	2020
	
	2019

	Revenue from sales
	197,972
	
	200,833
	
	-
	
	-
	
	197,972
	
	200,833

	Cost of sale and expenses
	(232,714)
	
	(243,423)
	
	-
	
	-
	
	(232,714)
	
	(243,423)

	Profit (loss) from operation
	(34,742)
	
	(42,590)
	
	-
	
	-
	
	(34,742)
	
	(42,590)

	Share of profit  (loss) of investment in associated company
	
	
	
	
	20,581
	
	11,708
	
	20,581
	
	11,708

	Other income
	
	
	
	
	
	
	
	
	1,796
	
	1,612

	Finance costs
	
	
	
	
	
	
	
	
	(395)
	
	(914)

	Income tax revenue (expense)
	
	
	
	
	
	
	
	
	-
	
	-

	Profit (loss) for the period
	
	
	
	
	
	
	
	
	(12,760)
	
	(30,184)
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Assets as at June 30, 2020 and December 31, 2019
	
	Financial statements in which the Equity method is applied (In Thousand Baht)

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	As at 
June 

30, 2020
	
	As at December 
31, 2019
	
	As at 
June 

30, 2020
	
	As at December 
31, 2019
	
	As at 
June 

30, 2020
	
	As at December 
31, 2019

	Current investments
	-
	
	45,000
	
	-
	
	-
	
	-
	
	45,000

	Trade account receivable and other 
current receivable
	54,468
	
	69,299
	
	-
	
	-
	
	54,468
	
	69,299

	Inventories
	41,075
	
	44,013
	
	-
	
	-
	
	41,075
	
	44,013

	Other current financial assets
	55,000
	
	-
	
	-
	
	-
	
	55,000
	
	-

	Restricted bank deposits
	30,000
	
	30,000
	
	-
	
	-
	
	30,000
	
	30,000

	Investment in associated company
	-
	
	-
	
	387,435
	
	378,139
	
	387,435
	
	378,139

	Property, plant and equipment
	194,389
	
	204,506
	
	-
	
	-
	
	194,389
	
	204,506

	Other
	37,304
	
	39,949
	
	-
	
	-
	
	37,304
	
	39,949

	Total assets
	412,236
	
	432,767
	
	387,435
	
	378,139
	
	799,671
	
	810,906


23.
Earnings (loss) per share




Basic earnings (loss) per share for the three-month and six-month periods ended June 30, 2020 and 2019 are calculated by dividing profit (loss) for the periods by the weighted average number of ordinary shares which are issued during the periods as follows:
	
	Financial statements in which the 
	
	Separate financial statements

	
	equity method is applied
	
	

	
	For the three-month periods ended June 30,
	
	For the three-month periods ended June 30,

	
	2020
	
	2019
	
	2020
	
	2019

	Profit (loss) for the periods (Thousand Baht)
	(6,555)
	
	(15,450)
	
	4,670
	
	1,762

	Weighted average number of ordinary
	
	
	
	
	
	
	

	  shares (Thousand shares)
	2,325,381
	
	2,325,377
	
	2,325,381
	
	2,325,377

	Basic earnings per share (Baht per share)
	(0.0028)
	
	(0.0066)
	
	0.0020
	
	0.0008
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	Financial statements in which the 
	
	Separate financial statements

	
	equity method is applied
	
	

	
	For the six-month periods ended June 30,
	
	For the six-month periods ended June 30,

	
	2020
	
	2019
	
	2020
	
	2019

	Profit (loss) for the periods (Thousand Baht)
	(12,760)
	
	(30,184)
	
	(12,929)
	
	(19,756)

	Weighted average number of ordinary
	
	
	
	
	
	
	

	  shares (Thousand shares)
	2,325,381
	
	2,325,377
	
	2,325,381
	
	2,325,377

	Basic earnings per share (Baht per share)
	(0.0055)
	
	(0.0130)
	
	(0.0056)
	
	(0.0085)


24.
Commitments and contingent liabilities



24.1
Operating lease commitments

          

The Company has entered into several lease agreements for buildings, equipment and vehicles. The terms of the agreements are generally 1-5 year.



As at June 30, 2020 and December 31, 2019 future minimum lease payments under these operating leases contracts were as follows.
	
	In Million Baht

	
	Financial statements in which the equity method is applied / 

Separate financial statements

	
	As at June 
30, 2020
	
	As at December 31, 2019

	Payable within:
	
	
	

	In up to 1 year
	-
	
	2.81

	In over 1 and up to 5 years
	-
	
	5.34





As at June 30, 2020, the Company had no obligations under lease agreements and related service agreements as a result of the adoption of the TFRS 16 as at January 1, 2020. The Company recognized the lease liabilities previously classified as operating lease at the present value of the remaining lease payments, discounted incremental borrowing rate, as described in Note 4.2 to the interim financial statements.
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24.2
Guarantees




As at June 30, 2020, the Company was contingently liable for the letter of guarantee in the amount of Baht 2.88 million issued by a local bank on behalf of the Company for some obligations in the normal course of business.
25.
Reclassification
Certain amounts in the consolidated financial statements and separate financial statement for the year 2019 have been reclassified to conform to the current period classification with no effect to the previously reported profit for the period or shareholders’ equity.
26.
Authorization of financial statements


These interim financial statements were authorized for issue by the Board of Directors of the Company on August 13, 2020.

