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NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO INTERIM THE FINANCIAL STATEMENTS
SEPTEMBER 30, 2017

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, Samsennai, 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 interim 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 nine-month period ended September 30, 2017 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 39.06 million. As at September 30, 2017 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 956.94 million and Baht 683.56 million, respectively. 

        

The Company’s ability to continue its business as a going concern depends on the business plan and the investment development in new 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.
Basis of preparation of the interim financial statements


2.1
Preparation of the interim financial statements



These interim financial statements are prepared in accordance with the Accounting Standard No. 34 (revised 2016) 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, 2016.



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 become effective in the current year


The Company has adopted the revised 2016 issued by the Federation of Accounting Professions which become effective for the fiscal years beginning on or after January 1, 2017. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards, with most of the changes directed towards revision of wording and terminology, provision of interpretations and accounting guidance to users of the standards. The adoption of these financial reporting standards do not have any significant impact on the Company’s financial statements. 

2.3
Thai Financial Reporting Standards that will become effective in the future


During the year, the Federation of Accounting Professions issued of the revised 2017 Thai Financial Reporting Standards which is effective for fiscal years beginning on or after January 1, 2018. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards. The management of the Company believes that the revised financial reporting standards will not have any significant impact on the financial statements when it is initially applied.
3.
Significant accounting policies 

The company prepared the interim financial statements with the same accounting policies used in the preparation of the annual financial for the year ended December 31, 2016.
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4.
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.


Relationships with relate parties were as follow :
	Name of entities
	
	Nature of relationships

	Nava Nakorn Public Company Limited
	
	The associated company and common directors

	Security Navanakorn International Guarding Co., Ltd. (formerly : Nava nakorn International Guard 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:

	
	
	Pricing policies

	Sale goods
	
	Market price

	Sale assets
	
	As agreed

	Dividend income
	
	By the amount declared

	Other income
	
	As agreed

	Other employee welfare
	
	As agreed

	Security service expense
	
	Contract price

	Cleaning service expense
	
	Contract price

	Water expense
	
	Contract price

	Management benefit expenses
	
	Approved by shareholders’ meeting

	Interest expenses
	
	In 2017, 2016
:
At the rate 1, 3, 5% per annum
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Transactions for the three-month and nine-month periods ended September 30, 2017 and 2016 with related parties are summarised as follows:
	
	In Thousand Baht

	
	Separate financial statements

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

	
	2017
	
	2016
	
	2017
	
	2016

	Revenues
	
	
	
	
	
	
	

	
Revenue from dividend
	-
	
	-
	
	9,100
	
	-


	
	In Thousand Baht

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

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

	
	2017
	
	2016
	
	2017
	
	2016

	Expenses
	
	
	
	
	
	
	

	
Security service expense
	96
	
	96
	
	288
	
	288

	
Cleaning service expense
	94
	
	97
	
	280
	
	305

	
Water expense
	58
	
	72
	
	188
	
	250

	
Management benefit expenses
	
	
	
	
	
	
	

	


Short-term employee benefits
	4,678
	
	3,662
	
	12,613
	
	12,288

	


Post-employee benefits
	-
	
	-
	
	-
	
	-

	
Interest expenses
	9
	
	167
	
	34
	
	416



The balances as at September 30, 2017 and December 31, 2016 with a related party are as follows:

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Director
	
	
	

	

Beginning balance 
	-
	
	5,000

	

Increase during the period
	-
	
	20,000

	

Decrease during the period
	-
	
	(25,000)

	

Ending balance 
	-
	
	-
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On May 12, 2016, the Company made a loan from the director at the amount of Baht 20 million by carrying the interest rate 5% per annum. The due date of the loan agreement will be on August 12, 2016 and such loan is guaranteed by 20,000,000 ordinary shares of the associate. The Company had repaid all principal and interest.



On September 3, 2015, the Company had loan from directors in the amount of Baht 5 million with interest at 1% per annum, due for full repayment within 182 day on March 2, 2016. The Company had requested for the extension of loan repayment for another 180 days. The Company had repaid all principal and interest on August 5, 2016.
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Long-term loan from related parties 
	
	
	

	
Welfare fund - NEP 
	
	
	

	

Beginning balance 
	2,083
	
	2,500

	

Increase during the period
	-
	
	-

	

Decrease during the period
	(1,250)
	
	(417)

	

Ending balance 
	833
	
	2,083

	

Less Current portion due within one year
	(833)
	
	(1,667)

	

Net 
	-
	
	416




On March 25, 2014, the Company had long-term loan in the amount of Baht 3 million from Welfare fund - NEP. Such loan is repayable within 2 years and the principal is to be repaid in monthly instalments with interest at the rate MOR per annum. 



On October 1, 2016, the Company has extended the loan repayment period that has been dued for another 18 months and charged 3% interest rate per annum.
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	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Other accounts payable
	
	
	

	
Navanakorn Public Company Limited.
	55
	
	177

	
Security Navanakorn International Guarding Co., Ltd.
	34
	
	34


5.
Cash and cash equivalents

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Cash on hand
	62
	
	48

	Cash at bank - current accounts
	484
	
	1,223

	Cash at bank - savings accounts
	29,513
	
	86,042

	Cash at bank - fixed deposit for 3 months
	1
	
	-

	Total
	30,060
	
	87,313




Cash at bank - savings accounts bear interest at the floating rates which are set by the bank and fixed deposit for 3 month carrying interest at the rate of 0.80 per annum.
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6.
Current investments
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Cash at bank - fixed deposit 
	55,000
	
	75,000




As at September 30, 2017 and December 31, 2016, current investments were fixed deposit for 6 months and 5 months carrying interest at the rate of 1.55% and 1.6% per annum, respectively.
7.
Trade accounts receivable and other receivable
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Trade accounts receivable
	40,189
	
	32,292

	Other receivable
	6,706
	
	6,634

	Total
	46,895
	
	38,926

	Less Allowance for doubtful accounts
	(7,217)
	
	(7,246)

	Net
	39,678
	
	31,680
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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 September
30, 2017
	
	As at December 31, 2016

	Within credit term:
	34,059
	
	23,623

	Overdue:
	
	
	

	Less than 3 months
	5,496
	
	8,040

	3-6 months
	5
	
	-

	6-12 months
	-
	
	-

	Over 12 months
	629
	
	629

	
	40,189
	
	32,292

	Other receivable
	6,706
	
	6,634

	Total
	46,895
	
	38,926

	Less Allowance for doubtful  accounts
	(7,217)
	
	(7,246)

	Net
	39,678
	
	31,680


The normal credit term granted by the Company is 30 - 60 days.
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Allowance for doubtful accounts:
	
	
	

	
Beginning balance 
	7,246
	
	11,168

	
Add Increase during the period
	-
	
	72

	
Less Reversal during the period
	(29)
	
	(3,994)

	
Ending balance
	7,217
	
	7,246



During the period 2017 and 2016, the allowance for doubtful accounts decreased due to the return from customers of Baht 0.029 million and Baht 1.24 million, respectively. and the bad debt write-off of Baht -0- million and Baht 2.75 million, respectively.
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8.
Inventories

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Finished goods
	9,588
	
	3,085

	Work in process
	14,090
	
	8,863

	Raw materials
	14,296
	
	7,524

	Supplies
	5,241
	
	3,312

	Total
	43,215
	
	22,784

	Less 
Allowance for obsolescence and decline
	
	
	

	
   in value of inventories
	(2,011)
	
	(1,874)

	Net
	41,204
	
	20,910




Changes in the allowance for obsoleascence and decline as follows :    

	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Beginning balance
	1,874
	
	2,623

	Add Increase during the period
	7,547
	
	6,338

	Less Sale and reversal during the period
	(7,410)
	
	(7,087)

	Ending balance
	2,011
	
	1,874
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	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Decline in value of inventory and recognized as cost of 
goods sold
	7,547
	
	6,338

	Reversal of the decline in value of inventory
	7,410
	
	7,087




There are allowances for declining in value of inventory during the period 2017 and 2016 due to the goods sold amounting to Baht 7.41 million and Baht 7.09 million, respectively. 

9. 
Other current assets

	
	In Thousand Baht

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

	
	As at September
30, 2017
	
	As at December 31, 2016

	Accrued revenue
	290
	
	11

	Revenue department receivable
	5,257
	
	4,437

	Prepaid expense
	1,250
	
	1,380

	Input tax-not yet due
	558
	
	271

	Withholding corporate income tax
	87
	
	62

	Other
	189
	
	48

	
Total
	7,631
	
	6,209
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10.
Investment in associates
	
	In Thousand Baht

	
	Financial statements in which                the equity method is applied  

	
	As at September
30, 2017
	
	As at December 31, 2016

	Net book value at the beginning of the period
	324,411
	
	376,486

	Sale of investment for the period
	-
	
	(72,479)

	Share of profit (loss) from investment accounted for using 
	
	
	

	   the equity method
	18,659
	
	20,697

	Dividend income
	(9,100)
	
	-

	Profit (loss) on estimation over actuarial principles
	-
	
	(293)

	Declining in equity's portion from investment in associates
	-
	
	-

	Net book value at the end of the period
	333,970
	
	324,411




Investments in associated company as at September 30, 2017 and December 31, 2016 and dividend income for the nine-month period ended September 30, 2017 and 2016 are as follows:

	
	Percentage
	
	In Thousand Baht

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

	
	2017
	
	2016
	
	2017
	
	2016
	
	2017
	
	2016
	
	2017
	
	2016
	
	2017
	
	2016

	Associate
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Nava Nakorn Public Co., Ltd.
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
(“NNCL”)
	12.01
	
	12.01
	
	2,048,255
	
	2,048,255
	
	607,345
	
	607,345
	
	333,970
	
	324,411
	
	9,100
	
	-



As at September 30, 2017 and December 31, 2016 the Company has ordinary shares in associate amounting to 245,950,000 shares. The Company’s share of investment in NNCL is 12.01% 
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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 September 30, 2017, the closing price is Baht 1.32 per share, amounting in total to Baht 324.65 million. 

On February 24, 2017, the Company has paid back the loan with a local financial institution amounting to Baht 5.20 million and has been redeemed the guarantee as mentioned in Note 13.

As at September 30, 2017, the Company had taken the stock certificate of the associated company of 25,000,000 shares at par value of Baht 1.00 per share, totaling Baht 25,000,000 to guarantee the overseas loan amounting to Baht 24.62 million as mentioned in Note 13 in the notes to financial statements.

11.

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 January 1, 2017
	3,148
	
	5,125
	
	8,273

	
Additions 
	-
	
	-
	
	-

	
Disposals

	-
	
	-
	
	-

	
As at September 30, 2017
	3,148
	
	5,125
	
	8,273

	Less Accumulated depreciation 
	
	
	
	
	

	
As at January 1, 2017
	-
	
	3,033
	
	3,033

	
Depreciation charge for the period
	-
	
	192
	
	192

	
Disposals
	-
	
	-
	
	-

	
As at September 30, 2017
	-
	
	3,225
	
	3,225

	Net book value 
	
	
	
	
	

	As at September 30, 2017
	3,148
	
	1,900
	
	5,048

	Depreciation for the nine-month period ended September 30, 2017
	
	
	
	
	192


Investment property are land and building and constructions of the Company by no plan for use in the future, is stated at fair value amount of Baht 7.41 million.
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12.
Property, plant and equipment 



Property, plant and equipment consist of

	
	In Thousand Baht

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

	
	Land
	
	Land
	
	Machinery
	
	Furniture and
	
	Vehicles
	
	Assets under
	
	Total

	
	
	
	improvements,
	
	and
	
	office
	
	
	
	installation
	
	

	
	
	
	buildings and
	
	equipment
	
	equipment
	
	
	
	
	
	

	
	
	
	constructions
	
	
	
	
	
	
	
	
	
	

	Cost
	
	
	
	
	
	
	
	
	
	
	
	
	

	As at January 1, 2017
	27,223
	
	125,025
	
	133,814
	
	17,838
	
	43,815
	
	22,279
	
	369,994

	Additions
	-
	
	2,997
	
	1,729
	
	1,926
	
	6,300
	
	30,579
	
	43,531

	Transfers
	-
	
	6,029
	
	44,442
	
	32
	
	-
	
	(50,503)
	
	-

	Disposals/discontinuation
	-
	
	-
	
	(5,280)
	
	(12)
	
	(1,972)
	
	-
	
	(7,264)

	          As at September 30, 2017
	27,223
	
	134,051
	
	174,705
	
	19,784
	
	48,143
	
	2,355
	
	406,261

	Less Accumulated depreciation
	
	
	
	
	
	
	
	
	
	
	
	
	

	As at January 1, 2017
	-
	
	37,314
	
	65,247
	
	16,537
	
	24,831
	
	-
	
	143,929

	Depreciation charge for the period
	-
	
	6,026
	
	8,634
	
	695
	
	2,045
	
	-
	
	17,400

	Transfers
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	Disposals/discontinuation
	-
	
	-
	
	(2,441)
	
	(11)
	
	(1,669)
	
	-
	
	(4,121)

	          As at September 30, 2017
	-
	
	43,340
	
	71,440
	
	17,221
	
	25,207
	
	-
	
	157,208

	Less Allowance for declining value 
	
	
	
	
	
	
	
	
	
	
	
	
	

	As at January 1, 2017
	-
	
	-
	
	9,157
	
	-
	
	-
	
	-
	
	9,157

	Allowance for declining value
	
	
	
	
	
	
	
	
	
	
	
	
	

	
for the period

	-
	
	-
	
	(2,826)
	
	-
	
	-
	
	-
	
	(2,826)

	As at September 30, 2017
	-
	
	-
	
	6,331
	
	-
	
	-
	
	-
	
	6,331

	Net book value
	
	
	
	
	
	
	
	
	
	
	
	
	

	As at September 30, 2017
	27,223
	
	90,711
	
	96,934
	
	2,563
	
	22,936
	
	2,355
	
	242,722

	Depreciation for the nine-month period ended September 30, 2017
	17,400



For the nine-month period ended September 30, 2017, the Company has included the expenses in operating the machinery as a plant of machinery cost at the amount of Baht 2.89 million.
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Land Nakornratchasima province (19 Rai 3 Ngan 45 Sq.wah) and building machinery and asset under installation with the carrying value as at September 30, 2017 of Baht 27.22 million have been mortgaged to secure the credit facilities from a financial institution of Baht 100 million, as discussed in Note 13.
Vehicles and office equipment with the carrying value as at September 30, 2017 of Baht 10.38 million (As at December 31, 2016 : Baht 12.75 million) under the financial lease and hire-purchase agreements.

As at September 30, 2017, the gross carrying amount of the fully depreciated property, plant and equipment of the Company still in use amounted to Baht 51.06 million (As at December 31, 2016 : 38.88 million).
13.
Interest-bearing liabilities 
	
	
	
	In Thousand Baht

	
	
	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	
	
	As at September
30, 2017
	
	As at December 31, 2016

	Current
	
	
	
	
	

	Current portion of long-term loans from related parties
	
	833
	
	1,667

	Current portion of long-term loan from a financial 
	
	
	
	
	

	
institution
	
	
	5,760
	
	5,798

	Current portion of finance lease and hire-purchase
	
	
	
	
	

	   liabilities
	
	
	2,501
	
	1,967

	
	
	
	9,094
	
	9,432
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	In Thousand Baht

	
	
	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	
	
	As at September 
30, 2017
	
	As at December 31, 2016

	Non-current
	
	
	
	
	

	Long-term loan from related parties
	
	
	-
	
	416

	Long-term loan from a financial institution
	
	
	-
	
	9,666

	Long-term loan from overseas company
	
	
	24,623
	
	24,623

	Finance lease and hire-purchase liabilities
	
	
	4,629
	
	556

	
	
	
	29,252
	
	35,261

	Total
	
	
	38,346
	
	44,693


The interest-bearing liabilities, excluding financial lease and hire-purchase liabilities classified by payment due dates are as follows:
	
	
	
	In Thousand Baht

	
	
	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	
	
	As at September 
30, 2017
	
	As at December 31, 2016

	Due within one year
	
	
	6,593
	
	7,465

	Due after one year but within five years
	
	
	24,623
	
	34,705

	Due after five years
	
	
	-
	
	-

	Total
	
	
	31,216
	
	42,170
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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 September 
30, 2017
	
	As at December 31, 2016

	Land, buildings and machinery net
	
	
	125.46
	
	159.25


Short-term loan from financial institution
	Credit line (Million Baht)
	
	

	As at September 
30, 2017
	
	As at December 
31, 2016
	
	Purpose
	
	Interest rate
	
	Payment term

	10
	
	10
	
	Internal use as

Working capital
	
	MOR p.a.
	
	- Monthly interest payment

	
	
	
	
	
	
	
	
	

	10
	
	10
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Long-term loan from financial institution
	Credit line (Million Baht)
	
	

	As at September 
30, 2017
	
	As at December 
31, 2016
	
	Purpose
	
	Interest rate
	
	Payment term

	60
	
	60
	
	To pay for the land
	
	Year 1 MLR-1 p.a.
	
	Principle

	
	
	
	
	Purchase and new
	
	Year 2 MLR
	
	- Repay the principal Bath 30 million with 

	
	
	
	
	Plant construction
	
	Onward
	
	
June 2012

	
	
	
	
	
	
	
	
	- Repay the principal Baht 625,000 per month

	
	
	
	
	
	
	
	
	
Starting the first payment on January 31,

	
	
	
	
	
	
	
	
	
2013. Repay within 60 months from the 
first draw down date (for the remaining 
Baht 60 million).

	
	
	
	
	
	
	
	
	Interest

	
	
	
	
	
	
	
	
	-
Monthly interst payment 

	30
	
	30
	
	To construct the plant
	
	Year 1 MLR-1 p.a.
	
	- Pay interest every month from the first

	
	
	
	
	And contribute to the
	
	Year 2 MLR
	
	
draw down for 6 months.

	
	
	
	
	Machinery purchase
	
	Onward
	
	- After that, repay the principal and interest

	
	
	
	
	
	
	
	
	
in installment at Baht 550,000 each. The first

	
	
	
	
	
	
	
	
	
payment is due 7 months from the first draw 

	
	
	
	
	
	
	
	
	
down date and settle in full within 60 

	
	
	
	
	
	
	
	
	
months from the first draw down date. 

	90
	
	90
	
	
	
	
	
	


Guarantee

1. Land and buildings around the new factory

2. The stock certificate of the associated company of 71,696,800 units

3. Mortgage of machinery used in the production 58 machines

Significant conditions under the agreement

1. Top up is set by the share value not less than 150 percent of the value of the pledged shares. Should the value fall below the defined conditions, the shares of the affiliate or deposits have to be added.
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2.
For dividends received from the associated company on the shares pledged, if there is no overdue payment this part shall be returned.

3.
The borrower must hold shares in Nava Nakorn Public Company Limited in the number of shares pledged as collateral to the bank.

4.
If the value of the collateral on the loan is less than Baht 75 million, the company shall provide shares and/or deposits and/or other collaterals. (Specially credit line Baht 60 million).

On February 6, 2017, the Company was approved to redeem its collateral under the agreement No. 2 and No. 3 for 52 machines from the financial institution, the Company has to pay the principal in the amount of Baht 5.20 million that the Company has repaid all principal under the agreement on February 24, 2017.



Long-term loan from overseas company

On August 12, 2016, the Company has loaned from overseas company at the amount of Baht 24.62 million. The principal repayment will due at 3 year period and carries the interest rate at 4.00% per annum. The interest fee will repay every 6 months and the Company has guaranteed such from by 25,000,000 shares of the associates. 
Liabilities under financial lease and hire-purchase agreements are as follows:

	
	In Thousand Baht

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

	
	September 30, 2017
	
	December 31, 2016

	
	Principal
	
	Interest
	
	Payments
	
	Principal
	
	Interest
	
	Payments

	Within one year
	2,501
	
	286
	
	2,787
	
	1,967
	
	111
	
	2,078

	After one year but
	
	
	
	
	
	
	
	
	
	
	

	   within five years
	4,629
	
	318
	
	4,947
	
	556
	
	11
	
	567

	Total
	7,130
	
	604
	
	7,734
	
	2,523
	
	122
	
	2,645


As at September 30, 2017 and December 31, 2016 the Company had entered into several financial lease and hire-purchase agreements with five local companies to purchase vehicles and office equipment. The lease term will end in 2017 - 2022 and interest is charged at 3.72% to 8.99% per annum.  Each agreement is repayable in 28, 31, 36, 48 and 60 equal monthly installments from Baht 4,553 to Baht 108,660.
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The Company amortised deferred interest totaling Baht 0.19 million in the nine-month period of year 2017 (In the nine-month period of year 2016 : Baht 0.57 million) as shown under “Finance costs” in the statement of comprehensive income.
The ownership of the vehicles and office equipment purchased under finance lease and hire-purchase agreements will be transferred to the Company when the final installment is paid.

14.
Deferred tax liabilities

14.1
Changes in deferred tax assets and deferred tax liabilities for the nine-month period ended September 30, 2017, are summarized as follows:

	
	In Thousand Baht

	
	Financial statements in which the equity method is applied

/ Separate financial statements

	
	Balance as at 
	
	(Revenue) expenses during the period
	
	Balance as at 

	
	Dec. 31, 16
	
	In profit or loss
	
	In other comprehensive income
	
	Sep. 30, 17

	Deferred tax liabilities:
	
	
	
	
	
	
	

	
	The useful life and residual value of assets
	693
	
	(111)
	
	-
	
	582

	
	Financial lease
	1,095
	
	(1,095)
	
	-
	
	-

	Total
	1,788
	
	(1,206)
	
	-
	
	582
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14.2
Tax expense (income)


Major components of tax expense (income)


For the nine-month period ended September 30, 2017 and 2016 consisted of:  

	
	In Thousand Baht

	
	Financial statements in which the equity method is applied

/ Separate financial statements

	
	2017
	
	2016

	Income tax expense (income) shown in profit or loss :
	
	
	

	Current  tax expense:
	
	
	

	Income tax expense for the year
	-
	
	-

	Deferred tax expense (income):
	
	
	

	Changes in temporary differences relating to the
	
	
	

	
original recognition and reversal
	(1,206)
	
	(166)

	
Total
	(1,206)
	
	(166)




As at September 30, 2017, the Company has the accumulated tax losses that have not been used from year 2012 at the amount of Baht 602.02 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.
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15.
Employee benefit obligations

15.1
The Company has complied with the accounting standards No.19 (TAS19) on employee benefits, which is effective from January 1, 2011.


The statement of financial position 

	


	In Thousand Baht

	
	Financial statements in which                the equity method is applied/

Separate financial statements  

	
	As at September
30, 2017
(For the nine-month period)
	
	As at December 31, 2016
(For the year)

	Employee benefit obligations, balance forward
	3,348
	
	6,103

	Current cost of service and interest
	427
	
	216

	Less paid during the period
	-
	
	(360)

	Profit on estimation over actuarial principles
	-
	
	(2,611)

	Employee benefit obligations, ending forward
	3,775
	
	3,348



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 September 30,
	
	For the nine-month period 

ended September 30,

	
	2017
	
	2016
	
	2017
	
	2016

	Recognized in statement of comprehensive income
	
	
	
	
	
	
	

	Current service costs
	
	
	
	
	
	
	

	
Cost of sales
	30
	
	22
	
	91
	
	64

	
Selling expenses
	1
	
	2
	
	3
	
	4

	
Administrative expenses
	22
	
	11
	
	66
	
	33

	
Management benefit expenses
	71
	
	-
	
	214
	
	-

	Finance costs
	18
	
	21
	
	53
	
	61

	
Total
	142
	
	56
	
	427
	
	162
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16.
Share capital 

	
	
	
	(In Thousand Shares/Thousand Baht)

	
	(in Baht)
	
	2017
	
	2016

	
	Par value
	
	Number
	
	Baht
	
	Number
	
	Baht

	Authorised capital
	
	
	
	
	
	
	
	
	

	At January 1,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	3,397,024
	
	3,397,024
	
	2,104,748
	
	2,104,748

	At September 30,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	2,896,834
	
	2,896,834
	
	
	
	

	At December 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	
	
	
	
	 3,397,024
	
	3,397,024

	Issued and fully paid
	
	
	
	
	
	
	
	
	

	At January 1,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	1,865,377
	
	1,865,377
	
	1,446,429
	
	1,446,429

	Issue of new ordinary shares
	1
	
	-
	
	-
	
	418,948
	
	418,948

	At September 30,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	1,865,377
	
	1,865,377
	
	
	
	

	At December 31,
	
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	
	
	
	
	
	1,865,377
	
	1,865,377




As at September 30, 2017, the warrant holders had exercised their rights to purchase the Company’s ordinary shares as follows :

	
	Number of warrants to purchase ordinary shares (Units)
	
	Proceeds from exercise of warrants 

(In Baht)

	Exercise date
	
	
	

	Year 2011 - 2015
	88,526,800
	
	44,263,400

	Year 2016
	2,107,629
	
	1,053,864

	
	90,634,429
	
	45,317,264
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According the resolution of the annual General Shareholder’s Meeting held on April 21, 2017, it was approved the decrease of registered capital of the Company at the amount of Baht 500,190,145 from Baht 3,397,024,487 to Baht 2,896,834,342 by cutting off 500,190,145 unsold shares at the par value of Baht 1 per share.


According the Extraordinary shareholders’ Meeting No. 1/2016 dated September 2, 2016, it had an significant resolution as follows :



1.
To approve the decrease of registered capital of the Company at the amount of Baht 186,001,425 from Baht 2,104,748,411 to Baht 1,918,746,986 by cutting off 186,001,425 unsold shares at the par value of Baht 1 per share.



2.
To approve the increase of registered capital of the Company at the amount not more than Baht 1,478,277,501 by issuing the capital increase of 1,478,277,501 ordinary shares at the par value of Baht 1 per share and to consider the approval of the capital increase allocation as follows: 

2.1
To allocate the capital increase of 965,518,334 ordinary shares at the par value of Baht 1 per share to offer to the existing shareholders of the Company according to the right offering at 3 existing ordinary shares : 2 new ordinary shares by offering at Baht 0.45 per share.

2.2
To allocate the capital increase of 482,759,167 ordinary shares at the par value of Baht 1 per share to support the exercise of the warrants to purchase the ordinary shares of the Company No. 3 (NEP-W3).

2.3
To allocate the capital increase of 30,000,000 ordinary shares to support the adjustment of the exercise of warrants to purchase the ordinary shares of the Company No. 2 (NEP-W2) that will arise due to offering the price lower than 90 percent of the market price that will arise in the future.


During the period 26 to 30 September 2016, the existing shareholders had exercised the rights to purchase the capital increase of 416.82 million ordinary shares at Baht 0.45 per share amounting Baht 187.57 million. The Company has registered the issued and paid-up capital increase with the Ministry of Commerce on October 13, 2016.
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17.
Warrants
A)
On September 2, 2016, the Extraordinary shareholders’ Meeting had a resolution to allocate the capital share increase according to mention in Note 15(2.2) by allocation and offering to the existing shareholders of the Company to exercise to purchase the capital share increase (“Sweetener”) 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


B)

On November 11, 2011, an extraordinary meeting of the Company’s shareholders approved to issue the 2nd warrants to purchase for the Company’s ordinary shares (NEP - W2) of 678,951,100 units offering shareholders in a ratio of 1 warrant to 2 existing ordinary shares, at the offering price of Baht 0.05 per unit. The details are as follows :

	Exercise ratio
	:
	1 unit of warrant to 1 new ordinary share

	Exercise price
	:
	0.50 Baht per share

	Term
	:
	5 years

	Exercise period 
	:
	Exercise on the date 15th of March, June, September and December. The first exercise date of will be on March 15, 2012.

	The maturity date of warrants
	:
	December 15, 2016


On September 8, 2016, the Company had adjusted the exercise price and exercise rate for warrants to purchase ordinary shares No. 2 (NEP-W2) to maintain benefits, returns of the warrant holders of such warrants not to be less than the original value. Since the Company was offering new shares at a price lower than 90 percent of the market price of the weighted average of ordinary shares with the details as follows:

Original exercise price before adjustment
: Baht 0.50 per share

New exercise price after adjustment      
: Baht 0.464 per share

Original exercise rate before adjustment   
: 1 unit of warrant : 1 ordinary share

New exercise rate after adjustment          
: 1 unit of warrant : 1.078 ordinary shares
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On December 16, 2011, the Company has offered to sale the warrants NEP-W2 to the exisiting shareholders for 492,949,785 units amounting to 24.65 million. On December 15, 2016, (last exercise date) 22,739,429 units were exercised.  Noone has come to exercise the remaining NEP-W2 warrants are 470,210,356 units for Baht 23.51 million, thus the rights to purchase the ordinary shares were terminated from the expiry of the warrants. 
18.
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 nine-month periods end September 30, 2017 and 2016 were as follows:

	
	In Thousand Baht

	
	Financial statements in which the equity method is applied

	
	For the three-month periods ended September 30,

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	2017
	
	2016
	
	2017
	
	2016
	
	2017
	
	2016

	Revenue from sales
	92,187
	
	70,649
	
	-
	
	-
	
	92,187
	
	70,649

	Cost of sale and expenses
	(105,176)
	
	(100,182)
	
	-
	
	-
	
	(105,176)
	
	(100,182)

	Profit (loss) from operation
	(12,989)
	
	(29,533)
	
	-
	
	-
	
	(12,989)
	
	(29,533)

	Share of profit  (loss) of investment in associated company
	
	
	
	
	7,135
	
	2,767
	
	7,135
	
	2,767

	Gain (loss) on sale of investment
	
	
	
	
	-
	
	1,930
	
	-
	
	1,930

	Other income
	
	
	
	
	
	
	
	
	911
	
	970

	Finance costs
	
	
	
	
	
	
	
	
	(469)
	
	(941)

	Income tax revenue (expense)
	
	
	
	
	
	
	
	
	(21)
	
	73

	Profit (loss) for the period
	
	
	
	
	
	
	
	
	(5,433)
	
	(24,734)
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	In Thousand Baht

	
	Financial statements in which the equity method is applied 

	
	For the nine-month periods ended September 30,

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	2017
	
	2016
	
	2017
	
	2016
	
	2017
	
	2016

	Revenue from sales
	251,318
	
	227,156
	
	-
	
	-
	
	251,318
	
	227,156

	Cost of sale and expenses
	(302,144)
	
	(290,616)
	
	-
	
	-
	
	302,144
	
	(290,616)

	Profit (loss) from operation
	(50,826)
	
	(63,460)
	
	-
	
	-
	
	(50,826)
	
	(63,460)

	Share of profit  (loss) of investment in associated company
	
	
	
	
	18,659
	
	14,069
	
	18,659
	
	14,069

	Gain (loss) on sale of investment
	
	
	
	
	-
	
	(1,799)
	
	-
	
	(1,799)

	Other income
	
	
	
	
	
	
	
	
	2,314
	
	1,943

	Finance costs
	
	
	
	
	
	
	
	
	(1,434)
	
	(3,136)

	Income tax revenue (expense)
	
	
	
	
	
	
	
	
	1,206
	
	166

	Profit (loss) for the period
	
	
	
	
	
	
	
	
	(30,081)
	
	(52,217)




Assets as at September 30, 2017 and December 31, 2016
	
	Financial statements in which the Equity method is applied (In Thousand Baht)

	
	Manufacturing and sales of packaging products
	
	Investment
	
	Total

	
	As at 
September 
30, 2017
	
	As at December 
31, 2016
	
	As at 
September 
30, 2017
	
	As at December 
31, 2016
	
	As at 
September 
30, 2017
	
	As at December 
31, 2016

	Current investments
	55,000
	
	75,000
	
	-
	
	-
	
	55,000
	
	75,000

	Trade account receivable and other 
receivable
	39,678
	
	31,680
	
	-
	
	-
	
	39,678
	
	31,680

	Inventories
	41,204
	
	20,910
	
	-
	
	-
	
	41,204
	
	20,910

	Investment in associated company
	-
	
	-
	
	333,970
	
	324,411
	
	333,970
	
	324,411

	Property, plant and equipment
	242,722
	
	216,908
	
	-
	
	-
	
	242,722
	
	216,908

	Other
	45,665
	
	100,562
	
	-
	
	-
	
	45,665
	
	100,562

	Total assets
	424,269
	
	445,060
	
	333,970
	
	324,411
	
	758,239
	
	769,471
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19.
Expenses by nature 



Significant expenses by nature are as follow :
	
	In Thousand Baht

	
	Financial statements in which the equity method is applied / 

Separate financial statements  

	
	For the three-month periods ended

September 30,
	
	For the nine-month periods ended 

September 30,

	
	2017
	
	2016
	
	2017
	
	2016

	Changes in finished goods and work in process
	(7,320)
	
	(876)
	
	(11,730)
	
	396

	Raw material use 
	61,059
	
	42,289
	
	159,622
	
	126,723

	Depreciation and amortisation
	6,664
	
	5,934
	
	17,988
	
	17,725

	Employee benefit expenses 
	17,297
	
	16,877
	
	50,579
	
	52,305

	Management benefit expenses
	4,678
	
	3,662
	
	12,613
	
	12,288

	Retirement employee benefit
	142
	
	55
	
	427
	
	162




The employee benefit expenses consisted of salary, incentive, social security, provident fund and welfare.



Management benefit expenses represents the benefits paid to the Company’s management such as salaries and related benefit including the benefit paid by other means. The Company’s management is the persons who are defined under the Securities and Exchange Act.
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20.
Earnings per share




Basic earnings per share and diluted earnings per share are calculated by dividing the net income (loss) for the years by the weighted average number of ordinary shares which are issued and paid-up during the years and the effects of assumed conversion for the three-month periods ended September 30, 2017 and 2016 are as follows:
	
	Financial statements in which the 
	
	Separate financial statements

	
	equity method  is applied
	
	

	
	2017
	
	2016
	
	2017
	
	2016

	Net profit (loss) for the period 
	
	
	
	
	
	
	

	Net profit (loss) (Thousand Baht)
	(5,433)
	
	(24,734)
	
	(12,568)
	
	(30,280)

	Weighted average number of ordinary
	1,865,377
	
	1,448,278
	
	1,865,377
	
	1,448,278

	  shares (Thousand shares)
	
	
	
	
	
	
	

	Number of share under warrant (Thousand shares) 
	-
	
	507,166
	
	-
	
	507,166

	Number of share that would have been issued
	
	
	
	
	
	
	

	   at fair value (Thousand shares)
	-
	
	(427,864)
	
	-
	
	(427,864)

	Ordinary shares plus effect of assumed 
	
	
	
	
	
	
	

	conversion (Thousand shares)
	1,865,377
	
	1,527,580
	
	1,865,377
	
	1,527,580

	
	
	
	
	
	
	
	

	Basic earnings per share (Baht per share)
	
	
	
	
	
	
	

	Net profit (loss)
	(0.003)
	
	(0.017)
	
	(0.007)
	
	(0.021)

	
	
	
	
	
	
	
	

	Diluted earnings per share (Baht per share)
	
	
	
	
	
	
	

	Net profit (loss)
	-
	
	(0.016)
	
	-
	
	(0.020)




For the nine-month periods ended September 30, 2017 and 2016
	
	Financial statements in which the 
	
	Separate financial statements

	
	equity method  is applied
	
	

	
	2017
	
	2016
	
	2017
	
	2016

	Net income (loss) for the period 
	
	
	
	
	
	
	

	
Net income (loss) (Thousand Baht)
	(30,081)
	
	(52,217)
	
	(39,640)
	
	(111,918)

	Weighted average number of ordinary
	1,865,377
	
	1,447,778
	
	1,865,377
	
	1,447,778

	 
shares (Thousand shares)
	
	
	
	
	
	
	

	Number of share under warrant (Thousand shares) 
	-
	
	507,704
	
	-
	
	507,704

	Number of share that would have been issued
	
	
	
	
	
	
	

	
at fair value (Thousand shares)
	-
	
	(453,028)
	
	-
	
	(453,028)

	Ordinary shares plus effect of assumed conversion
	
	
	
	
	
	
	

	
(Thousand shares)
	1,865,377
	
	1,502,454
	
	1,865,377
	
	1,502,454

	
	
	
	
	
	
	
	

	Basic earnings per share (Baht per share)
	
	
	
	
	
	
	

	
Net income (loss)
	(0.016)
	
	(0.036)
	
	(0.021)
	
	(0.077)

	
	
	
	
	
	
	
	

	Diluted earnings per share (Baht per share)
	
	
	
	
	
	
	

	
Net income (loss)
	-
	
	(0.035)
	
	-
	
	(0.074)
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The statements of comprehensive income for the three-month and nine-month periods ended September 30, 2017 do not present diluted earnings per share because the exercise price was higher than the fair value of ordinary share so there was no equivalent ordinary shares for calculation of diluted earnings per share.

21.
Commitments and contingent liabilities



21.1
Operating lease commitments




As at September 30, 2017, future minimum lease payments required under these rental of the officer buildings leases agreements, and car leases agreements were as follow :

	


	In Million Baht

	Payable :
	
	
	

	Up to 1 year
	
	
	1.10

	Over 1 year and up to 5 years
	
	
	3.55

	Total
	
	
	4.65


21.2
Guarantees




As at September 30, 2017, the Company was contingently liable for the letter of guarantee in the amount of Baht 2.09 million issued by a local bank on behalf of the Company for some obligations in the normal course of business.
21.3
Obligation according to purchase of machinery agreement, hiring agreement for building construction and accounting software development expense.



As at September 30, 2017, the Company has the obligations to pay according to the purchase of machinery agreement, hiring agreement for building construction and accounting software development expense amounting  Baht 5.22 million (including VAT).

NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED

NOTES TO INTERIM THE FINANCIAL STATEMENTS (CONT.)
SEPTEMBER 30, 2017

22.
Event After the reporting period


On October 25, 2017, the Board of Directors’ Meeting No.9/2017 had the resolution to propose to the Extraordinary shareholders’ Meeting No.1/2018 held on January 18, 2018 in order to approve the new capital increase ordinary share allocation not over 460 million shares at the par value of Baht 1 per share for private placement to Vava Pack Co., Ltd. (“buyer”) at Baht 0.405 per share, totaling Baht 186.3 million. This is to set the capital increase ordinary share price of the company at the discount of 9.19% from the Market price. After the allocation of capital increase ordinary share of the company to the buyer above, the percentage of shareholding is 22.26% of the total shares sold. The buyer is the highest shareholder.


On November 1, 2017, the Company has partially paid the share capital increase amounting to Baht 20 million.
23.
Authorization of interim financial statements


These interim financial statements were authorized for issue by the Board of Directors of the Company on November 9, 2017.

