PORN PROM METAL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY
Condensed Notes to Financial Statements 
March 31, 2014 and 2013 (Unaudited/Reviewed)

and December 31, 2013 (Audited)
PORN PROM METAL PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY
Condensed Notes to Financial Statements (Continued)
March 31, 2014 and 2013 (Unaudited/Reviewed)

and December 31, 2013 (Audited)

1.
GENERAL

Porn Prom Metal Public Company Limited, (“the Company”), was incorporated as a public limited company in Thailand on June 8, 2004 and listed on the Market for Alternative Investment (MAI) on November 11, 2004. The Company is involved mainly in distributing metal products such as brass, copper, stainless and aluminium.  
Its head office is situated at 229 Nakornratchasima Road, Dusit, Bangkok 10300.

2.
BASIS FOR PREPARATION OF INTERIM FINANCIAL INFORMATION 
The interim financial information are prepared on a condensed basis in accordance with Thai Accounting Standard (“TAS”) No. 34 (revised 2012) “Interim Financial Reporting” including related interpretations and guidelines promulgated by the Federation of Accounting Professions (“FAP”), applicable rules and regulations of the Securities and Exchange Commission. 
The interim financial information are prepared to provide an update on the financial statements for the year ended December 31, 2013.  They focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial information should be read in conjunction with the financial statements for the year ended December 31, 2013.

The consolidated interim financial information comprises the financial statements of the Company and its subsidiary (together referred to as the “Group”). The subsidiary is Premium Flexible Packaging Co., Ltd. was incorporated on April 23, 2013, which held by the Company 99.0%. The subsidiary is engaged in manufacturing and distribution of flexible packaging. 
For convenience of the readers, an English translation of the interim financial information has been prepared from the Thai language interim financial information that are issued for domestic financial reporting purposes.
Accounting policies and methods of computation applied in the interim financial information for the three-month period ended March 31, 2014 are consistent with those applied in the financial statements for the year ended December 31, 2013. 

FAP has issued several Notifications which were announced in the Royal Gazette during 2013 and 2014, regarding the revision and issuance of new Thai Accounting Standards (TAS), Thai Financial Reporting Standards (TFRS), Thai Accounting Interpretation (TIC), and Thai Financial Reporting Interpretation (TFRIC) with the effective periods as follows:

a) Effective for the accounting period beginning on or after January 1, 2014:

	TAS 1 (revised 2012) *
	Presentation of financial statements

	TAS 7 (revised 2012) *
	Statement of Cash Flows

	TAS 12 (revised 2012) *
	Income Taxes

	TAS 17 (revised 2012) *
	Leases

	TAS 18 (revised 2012) *
	Revenue

	TAS 19 (revised 2012) *
	Employee Benefits

	TAS 21 (revised 2012) *
	The Effects of Changes in Foreign Exchange Rates

	TAS 24 (revised 2012) *
	Related Party Disclosures

	TAS 28 (revised 2012)
	Investment in Associates


	TAS 31 (revised 2012)
	Interest in Joint Ventures

	TAS 34 (revised 2012) *
	Interim Financial Reporting

	TAS 38 (revised 2012) *
	Intangible Assets

	TFRS 2 (revised 2012)
	Share-based Payment

	TFRS 3 (revised 2012)
	Business Combinations

	TFRS 5 (revised 2012)
	Non-current Assets Held for Sale and Discontinued Operations

	TFRS 8 (revised 2012) *
	Operating Segments

	TIC 15 *
	Operating Leases - Incentives

	TIC 27 *
	Evaluating the Substance of Transactions Involving the Legal Form of a Lease

	TIC 29
	Disclosure - Service Concession Arrangements

	TIC 32 
	Intangible Assets - Web Site Costs

	TFRIC 1 *
	Changes in Existing Decommissioning, Restoration and Similar Liabilities

	TFRIC 4 * 
	Determining whether an Arrangement contains a Lease

	TFRIC 5 
	Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

	TFRIC 7 
	Applying the Restatement Approach under TAS 29 “Financial Reporting in Hyperinflationary Economies”

	TFRIC 10 *
	Interim Financial Reporting and Impairment

	TFRIC 12
	Service Concession Arrangements

	TFRIC 13
	Customer Loyalty Programmes

	TFRIC 17
	Distributions of Non-cash Assets to Owners

	TFRIC 18
	Transfers of Assets from Customers


b) Effective for the accounting period beginning on or after January 1, 2016:

	TFRS 4 
	Insurance Contracts


The effects of the above Thai accounting standards, financial reporting standards and interpretations which relate to the operations of the Group (*) were immaterial to the operations of the Group. 

3.
TRANSACTIONS WITH RELATED PARTIES
Significant transactions with related parties for the three-month periods ended March 31, 2014 and 2013, were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	

	
	Financial
	
	Separate

	
	statements
	
	financial statements

	
	2014
	
	2014
	
	2013

	Subsidiary
	
	
	
	
	

	Sale of goods
	-
	
	3,980
	
	-

	Purchase of goods
	-
	
	-
	
	-

	Interest income
	-
	
	242
	
	-

	
	
	
	
	
	

	Related parties
	
	
	
	
	

	Sale of goods
	5
	
	5
	
	-

	Purchase of goods
	23
	
	23
	
	55

	Purchase of electric equipment*
	2,163
	
	2,163
	
	-

	Rental expense
	264
	
	264
	
	264

	
	
	
	
	
	

	Key management compensation
	
	
	
	
	

	Short-term employee benefits
	2,830
	
	2,830
	
	2,800

	Post-employment benefits
	226
	
	226
	
	181

	Total
	3,056
	
	3,056
	
	2,981


Significant outstanding balances of assets and liabilities with its related parties as at March 31, 2014 and December 31, 2013, are summarized as follows :
	
	In Thousand Baht

	
	Consolidated 
	
	Separate

	
	Financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	Trade accounts receivable
	
	
	
	
	
	
	

	Premium Flexible Packaging
	
	
	
	
	
	
	

	Co., Ltd.
	-
	
	-
	
	6,682
	
	2,439

	Porn Prom Distribution Co., Ltd.
	5
	
	-
	
	5
	
	-

	Total
	5
	
	-
	
	6,687
	
	2,439

	
	
	
	
	
	
	
	

	The trade accounts receivable are
	
	
	
	
	
	
	

	aged as follows:
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Current 
	5
	
	-
	
	4,264
	
	2,422

	Overdue :
	
	
	
	
	
	
	

	Under or equal to 3 months
	-
	
	-
	
	2,423
	
	17

	Total
	5
	
	-
	
	6,687
	
	2,439

	
	
	
	
	
	
	
	


	
	In Thousand Baht

	
	Consolidated 
	
	Separate

	
	Financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	Loans to subsidiary and 
	
	
	
	
	
	
	

	   interest receivable
	
	
	
	
	
	
	

	Loan to
	-
	
	-
	
	38,000
	
	38,000

	Interest receivable
	
	
	
	
	
	
	

	 (interest at rate 2.25% and 
	
	
	
	
	
	
	

	   3.50% per  annum)
	-
	
	-
	
	602
	
	360

	Total
	-
	
	-
	
	38,602
	
	38,360

	
	
	
	
	
	
	
	

	Trade account payable
	
	
	
	
	
	
	

	Porn Prom Distribution Co., Ltd.
	14
	
	18
	
	14
	
	18

	
	
	
	
	
	
	
	

	Others payable
	
	
	
	
	
	
	

	Lighting & Equipment Public
	
	
	
	
	
	
	

	   Company Limited*
	3,061
	
	921
	
	3,061
	
	921

	Director
	645
	
	288
	
	586
	
	288

	Total
	3,706
	
	1,209
	
	3,647
	
	1,209


* Relationships : Co-shareholders and directors. The Company purchased electric equipment for the installation at property for lease at market price.
Movements during the three-month periods ended March 31, 2014 and 2013 of loans to subsidiary were as follows: 

	
	In Thousand Baht

	
	Consolidated 
	
	Separate

	
	Financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	Loans to subsidiary
	
	
	
	
	
	
	

	Balance as at January 1,
	       -
	
	       -
	
	38,000
	
	       -

	Increase
	       -
	
	       -
	
	       -
	
	       -

	Decrease
	       -
	
	       -
	
	       -
	
	       -

	Balance as at March 31,
	       -
	
	       -
	
	38,000
	
	       -


4.
TRADE ACCOUNTS RECEIVABLE – OTHERS - NET

As at March 31, 2014 and December 31, 2013, the Group had outstanding balance of trade accounts receivable - others aged as follows:
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	
	
	
	
	
	
	
	

	Current
	155,287
	
	179,050
	
	152,545
	
	176,041

	Overdue:
	
	
	
	
	
	
	

	-  Not over 3 months
	50,232
	
	64,904
	
	48,133
	
	64,904

	-  Over 3 months to 6 months
	1,238
	
	2,054
	
	1,238
	
	2,054

	-  Over 6 months to 12 months
	1,711
	
	1,377
	
	1,711
	
	1,377

	-  Over 12 months
	9,603
	
	9,398
	
	9,603
	
	9,398

	Total
	218,071
	
	256,783
	
	213,230
	
	253,774

	Less allowance for doubtful accounts
	(8,016)
	
	(7,936)
	
	   (8,016)
	
	(7,936)

	Net
	210,055
	
	248,847
	
	205,214
	
	245,838


5.
OTHER CURRENT ASSETS
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	Receivable from penalty charge for 
	
	
	
	
	
	
	

	   delay construction (See Note 10 f)
	12,380
	
	3,791
	
	12,380
	
	3,791

	Advance payment for inventories
	1,832
	
	3,423
	
	1,832
	
	3,224

	Others
	6,802
	
	7,687
	
	4,117
	
	5,443

	Total
	21,014
	
	14,901
	
	18,329
	
	12,458


6.
INVESTMENT IN SUBSIDIARY

As at March 31, 2014 and December 31, 2013, the details of investment in the separate financial statements were as follows:

	
	
	In Thousand Baht
	
	(%)
	
	In Thousand Baht

	
	
	Paid-up capital
	
	Ownership interest
	
	Cost method
	
	Dividend income

	
	
	March 
	
	December
	
	March 
	
	December
	
	March 
	
	December
	
	March 
	
	March

	
	
	31, 2014
	
	31, 2013
	
	31, 2014
	
	31, 2013
	
	31, 2014
	
	31, 2013
	
	31, 2014
	
	31, 2013

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Premium Flexible Packaging
	
	30,000
	
	30,000
	
	99.0
	
	99.0
	
	29,790
	
	29,790
	
	 -
	
	 -


The subsidiary was incorporated on April 23, 2013 and is engaged in manufacturing and distribution of flexible packaging. 
7.
ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

As at March 31, 2014 and December 31, 2013, the details of accrued expenses and other current liabilities were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	March 31,
	
	December 31,
	
	March 31,
	
	December 31,

	
	2014
	
	2013
	
	2014
	
	2013

	Payables for construction and     
	
	
	
	
	
	
	

	   purchase of asset costs 
	
	
	
	
	
	
	

	   (See Note 10 f)
	35,929
	
	35,547
	
	35,929
	
	32,734

	Other payables
	11,419
	
	8,575
	
	6,886
	
	7,195

	Others
	10,700
	
	12,586
	
	10,601
	
	12,504

	Total
	58,048
	
	56,708
	
	53,416
	
	52,433


8.

OTHER INCOME
Other income for the three-month periods ended March 31, 2013 and 2012 were as follows:

	
	In Thousand Baht

	
	Consolidated
	
	

	
	Financial
	
	Separate

	
	statements
	
	financial statements

	
	2014
	
	2014
	
	2013

	Income from penalty charge for 
	
	
	
	
	

	   delay construction (See Note 10 f)
	8,590
	
	8,590
	
	-

	Others
	977
	
	1,219
	
	498

	Total
	9,567
	
	9,809
	
	498


9.
SIGNIFICANT FINANCIAL INFORMATION CLASSIFIED BY OPERATING SEGMENT

Sales, cost of sales and gross profit are significant financial and core information of the Group that are provided regularly to the highest authority in decision-making operation and also used in evaluation of financial performances of the segments.
 The operations of the Group mainly in Thailand involve several industry segments, namely the sale of raw material for industry and construction material, production and sales of flexible packaging (included in the sale of raw material for industry), and real estate rental. During the three-month periods ended March 31, 2014 and 2013, there were no material activities pertaining to the real estate rental. Belows are information classified by marketing areas for the three-month periods ended March 31, 2014 and 2013;
	
	In Thousand Baht

	
	2014 (Consolidated Financial statements)
	
	2013 (Separate  Financial statements)

	
	Raw
	
	
	
	
	
	Raw 
	
	
	
	

	
	material
	
	Construction
	
	
	
	material
	
	Construction
	
	

	
	for industry
	
	material
	
	Total
	
	for industry
	
	material
	
	Total

	Net sales
	234,535
	
	95,280
	
	329,815
	
	259,434
	
	145,842
	
	405,276

	Cost of goods sold
	(211,658)
	
	(77,367)
	
	(289,025)
	
	(228,374)
	
	(118,394)
	
	(346,768)

	Gross profit
	22,877
	
	17,913
	
	40,790
	
	31,060
	
	27,448
	
	58,508


10.
COMMITMENTS 

As at March 31, 2014, 
(a)
The Company has various land and building lease agreements with The Crown Property Bureau. The term of the agreements are 3 years and 15 years ending June 30, 2020. Rental commitments are as follows:

	
	
	Consolidated/ Separate

	
	
	financial statements

	
	
	(In Thousand Baht)

	Within one year
	
	587

	After one year but within five years
	
	2,205

	After five years
	
	29,542

	Total
	
	32,334


(b)
Unused letters of credit for purchase of inventories totaling US Dollars 2.9 million,
(c)
Copper swap and option contract with a foreign bank which no physical delivery of selling side with quantity of 50 tones. Such contracts will be settled in 2014,
(d)
Interest rate swap contract with a foreign bank for principal amount of Baht 300 million. The term of this agreement is for a period of three (3) years expiring on June 3, 2014,

(e)
Forward exchange purchase contracts (with maturities of less than one year) amounting to US Dollars 0.3 million against Baht 10.4 million, and 

(f)
On January 1, 2013, the Company had entered into a construction contract with a local contractor company for the construction of The Salaya Shopping Mall Project. Under the agreement, the project shall be completed by the contractor within November 30, 2013. As of March 31, 2014, the construction has been delayed and the unbilled contracted commitment for the construction cost amounted to Baht 7.8 million.


The Company has recorded penalty charges for the delay for the three-month period ended March 31, 2014 amounted to Baht 8.6 million. Receivable for penalty charges amounted to Baht 12.4 million as of March 31, 2014 (Baht 3.8 million as of December 31, 2013).

11.
CONTINGENT LIABILITIES
As at March 31, 2014, the Company had:
(a)
Contingent liabilities to two financial institutions for letters of guarantee issued for the Company and its subsidiary in favor of various government agencies for trading benefit totaling Baht 3.6 million, and
(b)
Contingent liability to a bank for the Company’s request to issue letters of guarantee to another company in favor of a government agency for trading benefit totaling Baht 12.6 million.
12.
RECLASSIFICATION OF ACCOUNTS
Certain accounts in the statement of financial position as at December 31, 2013 and the statement of comprehensive income for the three-month period ended March 31, 2013 were reclassified to conform to the presentation of the statement of financial position as at March 31, 2014 and the statements of comprehensive income for the three-month period ended March 31, 2014, without effect to the comprehensive income and shareholders’ equity. Such reclassification is as follows:
	
	In Thousand Baht

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	
	
	Previously
	
	
	
	Previously

	
	 Reclassified
	
	Reported
	
	 Reclassified
	
	Reported

	
	Balance
	
	Balance
	
	Balance
	
	Balance

	Statement of financial position
	
	
	
	
	
	
	

	- As at December 31, 2013
	
	
	
	
	
	
	

	Trade accounts receivable
	
	
	
	
	
	
	

	 - Related parties
	-
	
	-
	
	2,439
	
	-

	 - Others
	-
	
	-
	
	245,838
	
	248,277

	Property, plant and equipment
	136,472
	
	138,089
	
	90,532
	
	92,149

	Leasehold rights
	9,855
	
	8,238
	
	9,855
	
	8,238

	Trade accounts payable
	
	
	
	
	
	
	

	 - Related parties
	18
	
	-
	
	18
	
	-

	 - Others
	69,045
	
	69,351
	
	68,074
	
	68,380

	Other payables-related parties
	1,209
	
	-
	
	1,209
	
	-

	Accrued expenses and other current
	
	
	
	
	
	
	

	   liabilities
	56,708
	
	57,629
	
	52,433
	
	53,354


	
	
	
	
	Separate financial statements

	
	
	
	
	(In Thousand Baht)

	
	
	
	
	
	
	Previously

	
	
	
	
	 Reclassified
	
	Reported

	
	
	
	
	Balance
	
	Balance

	Statements of comprehensive income
	
	
	
	
	
	

	· For the three-month period ended March 31, 2013
	
	
	
	
	
	

	Gain on exchange rate
	
	
	
	10,816
	
	10,234

	Administrative expenses
	
	
	
	21,610
	
	19,971

	Finance costs
	
	
	
	2,120
	
	3,177


13.    EVENTS AFTER THE REPORTING PERIOD

At the 2014 Annual General Meeting of Shareholders held on April 22, 2014, the shareholders  approve the following matters:

a) Payment of dividends from the 2013 operations at Baht 0.10 per share, totalling Baht 16 million, to the shareholders whereby such dividends will be paid on May 20, 2014;

b) Issuance of 80,000,000 warrants to purchase the Company’s common shares for the existing shareholders at the value of Baht 0.00 per unit whereby the apportionment of warrants to the existing shareholders is at the portion of two (2) held common shares per one (1) warrant. The term of such warrants is three (3) years whereby one (1) warrant conveys the right to purchase one (1) common share of the Company at the exercise price of Baht 7.00 per share; and

c) Increase in the Company’s authorized share capital from Baht 160 million (divided into 160,000,000 common shares at Baht 1 par value) to Baht 240 million (divided into 240,000,000 common shares at Baht 1 par value) by issuance of new 80,000,000 common shares at Baht 1 par value to accommodate the exercise of aforementioned warrants as described in b).

The Company registered the increase in share capital with the Ministry of Commerce on May 6, 2014.
14.
APPROVAL OF INTERIM FINANCIAL INFORMATION
These interim financial information have been approved for dissemination by the Board of Directors’ meeting on May 15, 2014.
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