(Unaudited but reviewed)


Samart Telcoms Public Company Limited and its subsidiaries
Notes to interim financial statements
For the three-month period ended 31 March 2017 
1.
General information
1.1
Corporate information


Samart Telcoms Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand.  Its parent company is Samart Corporation Public Company Limited, which was incorporated in Thailand.  The Company is principally engaged in the operation of          a fully-integrated telecommunications, communication network and information technology business, the provision of IT and communication system design and installation services, and communication equipment and computer distribution, repair and maintenance system. The registered office of the Company is at 59 Moo 2, Phaholyothin Road, Tambol Klong-Nueng, Amphur Klong-Luang, Pathumthani.

1.2 
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 (revised 2016) "Interim Financial Reporting", with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, statements of income, comprehensive income, changes in shareholders' equity, and cash flows in the same format as that used for the annual financial statements.


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


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

1.3
Basis of consolidation


These consolidated financial statements include the financial statements of the Company and its subsidiaries and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2016 with no structural changes related to subsidiaries during the current period.
1.4
New financial reporting standards


During the period, the Company and its subsidiaries have adopted the revised financial reporting standards and interpretations (revised 2016) and new accounting treatment guidance which are effective for fiscal years beginning on or after 1 January 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, and provision of interpretations and accounting guidance to users of standards. The adoption of these financial reporting standards does not have any significant impact on the Company and its subsidiaries’ financial statements. However, one standard involves changes to key principles, which are summarised below.

TAS 27 (revised 2016) Separate Financial Statements


This revised standard stipulates an additional option to account for investments in subsidiaries, joint ventures and associates in separate financial statements under the equity method, as described in TAS 28 (revised 2016) Investments in Associates and Joint Ventures. However, the entity is to apply the same accounting treatment for each category of investment. If an entity elects to account for such investments using the equity method in the separate financial statements, it has to adjust the transaction retrospectively.


This standard does not have any significant impact on the Company and its subsidiaries’ financial statements because the management has decided to continue accounting for such investments under the cost method in the separate financial statements.

 2.
Significant accounting policies



The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2016.

3.
Related party transactions

During the periods, the Company and its subsidiaries had significant business transactions with related parties, which have been concluded on commercial terms and bases agreed upon between the Company and those related parties. The Company and its subsidiaries have a policy on pricing with its related parties as specified below.
1.
Sales prices are determining at market price. If market price is unknown, sales price will be determined at cost plus a margin not over 15 percent.  However, the pricing policy is subject to change depending on the type of business and market competition at the time being.

2.
Management fees and rental expenses are charged at the amount stipulated in the relevant agreements.  

3.
Management fees and rental income are charged at the amount stipulated in the relevant agreements.

4.
Other services income and expenses are charged at the price mutually agreed upon.

5.
IT service fees expenses paid to parent company are charged at the amount stated in the agreement which parent company sets based on cost plus a margin of not over 5 percent.

6.
Interest on loans to and from related parties are charged at cost of fund plus 0.25 percent per annum or twelve-month fixed deposit rate of the commercial banks that the subsidiary companies frequently use.
7.
Guarantee fee is charged between the parties at a rate of 0.3 percent per annum.

8.
Dividend income is recognised when declared and the right to receive the dividend is established.
9.
Fixed assets are purchased at their net book value plus margin, depending on the condition of fixed assets.

10.
Directors and management’s benefit expenses are charged as approved by the shareholders’ meeting or contractually agreed price.

Significant transactions between the Company and its related parties are summarised below.
	
	
	(Unit: Million Baht)

	
	For the three-month periods ended 31 March

	
	Consolidated                       financial statements
	Separate                            financial  statements

	
	2017
	2016
	2017
	2016

	Transactions with parent company
	
	
	
	

	IT Service fee expenses 
	16
	16
	2
	3

	Management fee expenses  
	6
	6
	6
	6

	Sales and service income
	2
	4
	-
	-

	Purchase of merchandise and service
	1
	2
	-
	-

	Rental expenses
	1
	1
	-
	-

	Other expenses
	4
	4
	1
	1

	Transactions with subsidiaries 
(eliminated from the consolidated financial statements)
	
	
	
	

	Sales and service income
	-
	-
	2
	11

	Purchase of merchandise and service
	-
	-
	118
	136

	Rental income
	-
	-
	1
	1

	Management fee income
	-
	-
	20
	20

	Guarantee fee income
	-
	-
	3
	3

	Other income
	-
	-
	1
	2

	Interest income
	-
	-
	8
	6

	Interest expenses
	-
	-
	2
	1

	Dividend income 
	-
	-
	20
	20

	Transactions with related companies
	
	
	
	

	Sales and service income
	20
	4
	-
	-

	Purchase of merchandise and service
	9
	29
	-
	-

	Purchase assets
	1
	-
	-
	-

	Other expenses
	5
	7
	2
	3

	Rental expenses
	2
	2
	-
	-


As at 31 March 2017 and 31 December 2016, the balances of the accounts between the Company and related parties are as follows:
	(Unit: Thousand Baht)

	
	Consolidated

financial statements
	Separate

financial statements

	
	31 March   2017
	31 December 2016
	31 March   2017
	31 December 2016

	Trade and other receivables - related parties (Note 5)
	
	
	
	

	Parent company
	2,149
	34,722
	-
	-

	Subsidiaries
	-
	-
	324,796
	292,307

	Related companies (related by shareholders or directors)
	2,913
	4,096
	50
	50

	Total trade and other receivables - related parties
	5,062
	38,818
	324,846
	292,357

	Accrued income - related parties
	
	
	
	

	Parent company
	-
	23,000
	-
	-

	Subsidiaries
	-
	-
	135
	-

	Related companies (related by shareholders or directors)
	64,045
	49,333
	-
	-

	Total accrued income - related parties
	64,045
	72,333
	135
	-

	Prepaid expenses - related parties
	
	
	
	

	   Parent company
	5,488
	-
	1,248
	-

	Related companies (related by shareholders or directors)
	4,640
	-
	839
	2,499

	Total prepaid expenses - related parties
	10,128
	-
	2,087
	2,499

	Trade and other payables - related parties (Note 13)
	
	
	
	

	Parent company
	10,562
	15,536
	3,018
	3,910

	Subsidiaries
	-
	-
	66,940
	64,390

	Related companies (related by shareholders or directors)
	7,004
	12,099
	1,740
	1,353

	Total trade and other payables - related parties
	17,566
	27,635
	71,698
	69,653

	Accrued project cost - related parties
	
	
	
	

	Parent company
	461
	47,186
	177
	106

	Subsidiaries
	-
	-
	195,357
	128,789

	Related companies (related by shareholders or directors)
	978
	1,175
	-
	-

	Total accrued project cost - related parties
	1,439
	48,361
	195,534
	128,895



As at 31 March 2017 and 31 December 2016, the balance of short-term loans to related parties and short-term loans from related parties between the Company and those related companies and the movement are as follows:
	
	(Unit: Thousand Baht)

	
	Separate financial statements

	
	Balance as at 31 December
	During the period
	Balance as at 31 March

	
	2016
	Increase
	Decrease
	2017

	Short-term loans to related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Portalnet Co., Ltd.
	641,000
	-
	(30,000)
	611,000

	Samart Comtech Co., Ltd.
	375,000
	38,000
	-
	413,000

	Total short-term loans to related parties
	1,016,000
	38,000
	(30,000)
	1,024,000

	
	
	
	
	

	Short-term loans from related parties
	
	
	
	

	Subsidiaries
	
	
	
	

	Samart Communication Services Co., Ltd.
	108,000
	-
	-
	108,000

	IT Absolute Co., Ltd.
	91,000
	-
	-
	91,000

	Samart Infonet Co., Ltd.
	74,000
	-
	-
	74,000

	Thai Trade Net Co., Ltd.
	32,000
	-
	-
	32,000

	Samart eD Tech Co., Ltd.
	10,000
	20,000
	-
	30,000

	Total short-term loans from related parties
	315,000
	20,000
	-
	335,000



Management’s remuneration

During the three-month periods ended 31 March 2017 and 2016, the Company and its subsidiaries had employee benefit expenses to their directors and management as below.
(Unit: Thousand Baht)
	
	For the three-month periods ended 31 March

	
	Consolidated                   financial statements
	Separate                           financial statements

	
	2017
	2016
	2017
	2016

	Short-term employee benefits
	7,280
	5,052
	4,513
	3,502

	Post-employment benefits
	138
	87
	103
	69

	Total
	7,418
	5,139
	4,616
	3,571



Significant agreements with related parties

Long-term rental and service agreements 

a)
The Company and its subsidiaries entered into a three-year office space sublease agreements and facility service with Samart Corporation Public Co., Ltd., the parent company, for their operation. This contract will be expired in April 2020. The Company and its subsidiaries are to pay a monthly rental and service fee approximately Baht 2 million per month (Separate financial statements: Baht 0.5 million).
b)

The Company and its subsidiaries entered into office space rental and facility service agreements with Vilailuck International Holding Co., Ltd., a related company, for their operation. This contract will be expired in April 2020. The Company and its subsidiaries have to pay a monthly rental and service fee of approximately Baht 2 million per month (Separate financial statements: Baht 0.4 million).
Service agreements   

c)
The Company entered into a one-year management contracts with Samart Corporation Public Co., Ltd., the parent company, whereby this contract will be expired in April 2018. The Company is obligated to comply with performance conditions and pay service fee totaling approximately Baht 2 million per month.

d)
The Company and seven subsidiary companies (Samart Communication Services Co., Ltd., Samart Comtech Co., Ltd., Posnet Co., Ltd., Thai Trade Net Co., Ltd., Samart Infonet Co., Ltd., Portalnet Co., Ltd. and IT Absolute Co., Ltd.) entered into information technology management agreements with Samart Corporation Public Co., Ltd., the parent company, which will be expired in April 2018. The Company and its subsidiaries have to pay a monthly service fees totaling approximately Baht 5 million per month (Separate financial statements: Baht 1 million).

Guarantee obligations with related parties 


The Company has outstanding guarantee obligations with its related parties, as described in Note 21.4 to the financial statements.
4.
Short-term investments in trading securities


Movement of the short-term investments in trading securities during the three-month period ended 31 March 2017 are summarised below.

(Unit: Thousand Baht)

	
	Consolidated financial statements/ Separate                  financial statements

	Balance as at 31 December 2016
	35,213

	Gains on change in value
	2,260

	Balance as at 31 March 2017
	37,473


5.
Trade and other receivables
	



	
	(Unit: Thousand Baht)

	
	Consolidated                    financial statements
	Separate                              financial statements

	
	31 March     2017
	31 December 2016
	31 March     2017
	31 December 2016

	Trade accounts receivable - related parties (Note 3)
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	
Not yet due
	3,443
	1,939
	424
	620

	
Past due
	
	
	
	

	
Up to 3 months
	1,111
	36,565
	334
	1,001

	 
3 - 6 months
	186
	58
	1,002
	1,001

	
6 - 12 months
	140
	94
	2,003
	34,531

	
Over 12 months
	162
	162
	37,202
	5,008

	Total trade accounts receivable - related parties
	5,042
	38,818
	40,965
	42,161

	Trade accounts receivable - unrelated parties 
	
	
	

	Aged on the basis of due dates
	
	
	
	

	
Not yet due
	571,166
	494,260
	86,797
	85,328

	
Past due
	
	
	
	

	
Up to 3 months
	538,365
	362,071
	218,742
	120,885

	 
3 - 6 months
	141,320
	86,295
	101,224
	75,021

	
6 - 12 months
	87,718
	22,851
	75,485
	17,792

	
Over 12 months
	480,229
	527,468
	18,845
	25,982

	Total
	1,818,798
	1,492,945
	501,093
	325,008

	Less: Allowance for doubtful debts
	(18,054)
	(14,866)
	(7,605)
	(7,605)

	Total trade accounts receivable - unrelated parties, net
	1,800,744
	1,478,079
	493,488
	317,403

	Total trade accounts receivable - net
	1,805,786
	1,516,897
	534,453
	359,564

	Other receivables 
	
	
	
	

	Advances 
	192,031
	16,537
	65,267
	1,645

	Securities business receivables
	1,022,626
	1,022,626
	-
	-

	Other receivables - related parties (Note 3)
	20
	-
	283,881
	250,196

	Other receivables - unrelated parties
	163,103
	163,030
	1,420
	478

	Total 
	1,377,780
	1,202,193
	350,568
	252,319

	Less: Allowance for doubtful debts
	(1,056,500)
	(1,056,500)
	-
	-

	Total other receivables - net
	321,280
	145,693
	350,568
	252,319

	Total trade and other receivables - net
	2,127,066
	1,662,590
	885,021
	611,883


a)
The Company and its subsidiaries have transferred their collection rights from projects to banks as collateral of loans from banks and bank guarantee.  As at 31 March 2017, the balance of the above accounts receivable included the receivables that were transferred their collection rights to banks totaling approximately Baht 1,123 million (31 December 2016: Baht 918 million) (Separate financial statements: Baht 402 million (31 December 2016: Baht 265 million)).

b)
As at 31 March 2017, trade accounts receivable of the Company included amounts of Baht 4 million (31 December 2016: Baht 4 million) receivable from financial institutions which were ordered to cease their operations by the authorities. The Company has already provided full allowance for doubtful accounts for these amounts.

c)
Securities business receivables

As at 31 March 2017, IT Absolute Co., Ltd., a subsidiary company (formerly operate securities business) had securities business receivables which were under legal proceedings, undergoing restructuring or being settled in installments, to Baht 1,023 million (31 December 2016: Baht 1,023 million), on which the subsidiary already fully set up allowance for doubtful account.


In addition during the year 2009, the subsidiary company had filed lawsuits with the Civil Court and the Bankruptcy Court, seeking to have the seven customers settled their total outstanding debts of Baht 978 million to the subsidiary company. The seven debtors are under absolute receivership by the Central Bankruptcy Court and these are being carried out in accordance with the process laid down under bankruptcy laws. The Civil Court dismissed the lawsuits of seven debtors so that the subsidiary company could receive settlement in the bankruptcy cases. 


The share purchase agreement of shares in IT Absolute Co., Ltd., on 3 February 2012, stated that if the company received any repayment or benefit subsequent to share transfer date (all together called “repayment”) arising from obligation before or at share transfer date, Samart Broadband Services Co., Ltd., another subsidiary company  (buyer) shall order the company to transfer the repayment made by the previous shareholder (a bank) at the rate of 99.7888 percent as formula which was described in the agreement.

d)
As at 31 March 2017, allowance for doubtful debt had not been set aside in full amount for the outstanding balances of the Company and its subsidiaries’ accounts receivable - unrelated parties that were aged more than 12 months past due totaling Baht 480 million (31 December 2016: Baht 527 million) and separate financial statements totaling Baht 19 million (31 December 2016: Baht 26 million). This is because such accounts receivable are government units and private companies, that obtained government projects, who have no uncollectable experience and the process of payment approval for such receivables normally take a long time. The management of the Company and its subsidiaries believe that the allowance for doubtful debts is adequate.

6.
Reduce cost to net realisable value
Movements in the reduce cost to net realisable value during the three-month period ended                    31 March 2017 are summarised below.

 (Unit: Thousand Baht)

	
	Consolidated                        financial statements
	Separate                  financial statements

	Balance as at 31 December 2016
	30,386
	16,167

	Reduce cost to net realisable value during the period 
	443
	11

	Balance as at 31 March 2017
	30,829
	16,178


7.
Other current assets

(Unit: Thousand Baht)

	
	Consolidated                   financial statements
	Separate                        financial statements

	
	31 March             2017
	31 December 2016
	31 March             2017
	31 December 2016

	Advance to supplier
	31,670
	14,701
	5,812
	6,727

	Retention receivable
	64,207
	64,207
	-
	-

	Prepaid expense
	103,271
	87,093
	23,299
	25,351

	Input tax refundable
	108,852
	144,587
	3,706
	754

	Undue input tax
	13,220
	15,525
	3,149
	5,325

	Others
	6,157
	4,975
	5,535
	4,248

	Total other current assets
	327,377
	331,088
	41,501
	42,405


8.
Investments in subsidiaries

Details of investments in subsidiaries are presented in separate financial statements are as follows:
	Company’s name
	Paid-up capital
	Shareholding percentage
	Cost
	Dividend received during the              three-month periods ended        

	
	31 March         2017
	31 December 2016
	31 March         2017
	31 December 2016
	31 March         2017
	31 December 2016
	31 March         2017
	31 March         2016

	
	(Million Baht)
	(Million Baht)
	(%)
	(%)
	(Thousand Baht)
	(Thousand Baht)
	(Thousand Baht)
	(Thousand Baht)

	Samart Communication Services Co., Ltd.
	500
	500
	100
	100
	500,000
	500,000
	-
	-

	Posnet Co., Ltd.
	72
	72
	100
	100
	72,000
	72,000
	-
	20,160

	Thai Trade Net Co., Ltd.
	53
	53
	100
	100
	53,000
	53,000
	-
	-

	Samart Broadband Services Co., Ltd.
	13.81
	13.81
	100
	100
	13,812
	13,812
	-
	-

	Samart Comtech Co., Ltd.
	225
	225
	100
	100
	900,700
	900,700
	-
	-

	Smarterware Co., Ltd.
	10
	10
	100
	100
	9,999
	9,999
	-
	-

	Samart Infonet Co., Ltd.
	62
	62
	100
	100
	18,000
	18,000
	-
	-

	Samart eD Tech Co., Ltd.
	5
	5
	100
	100
	5,000
	5,000
	20,000
	-

	Net Media Co., Ltd.
	10.32
	10.32
	100
	100
	250
	250
	-
	-

	Portalnet Co., Ltd.
	3,370
	3,370
	100
	100
	478,000
	478,000
	-
	-

	Total investments in subsidiaries
	
	
	
	
	2,050,761
	2,050,761
	20,000
	20,160

	Less:
Allowance for impairment of investments 
	
	
	
	
	(250)
	(250)
	
	

	Total investments in subsidiaries - net
	
	
	
	
	2,050,511
	2,050,511
	
	



Establishment of new company 

      
On 21 February 2017, a meeting of Board of Directors of the Company passed a resolution approving the establishment of a new company by Samart Comtech Co., Ltd., a subsidiary company. The new company has share capital of Baht 50 million. Currently, the subsidiary company is in the process of company establishment. 

 9.
Investment in associate 

9.1
Details of the associate
(Unit: Thousand Baht)

	
	
	Consolidated financial statements

	
	Nature of
	Shareholding
	
	Carrying amounts 

	Company’s name
	business 
	percentage
	Cost
	based on equity method

	
	
	31 March        2017
	31 December 2016
	31 March        2017
	31 December 2016
	31 March        2017
	31 December 2016

	
	
	(%)
	(%)
	
	
	
	

	Associate held by the subsidiary company
	
	
	
	

	SLA Asia Co., Ltd. (held by Samart Communication Services Co., Ltd.)
	Operate an installation of telecommunication network project
	30
	30
	9,000
	9,000
	3,140
	3,278

	Total 
	3,140
	3,278


9.2
Share of loss 


During the periods, the subsidiary company has recognised its share of loss from investment in associate in the consolidated financial statements as follows:
(Unit: Thousand Baht)
	
	Consolidated financial statements

	Company’s name
	Share of loss from investment in  associate during the three-month periods ended 31 March               

	
	2017
	2016

	Associate held by the subsidiary company
	
	

	SLA Asia Co., Ltd. (held by Samart Communication Services Co., Ltd.)
	138
	495

	Total
	138
	495


10.
Property, plant and equipment
Movements of property, plant and equipment account during the three-month period ended 31 March 2017 are summarised below.




(Unit: Thousand Baht)

	
	Consolidated               financial statements
	Separate               financial statements

	Net book value as at 31 December 2016
	3,711,352
	171,093

	Acquisitions during period - at cost
	143,874
	82

	Transfer from inventory
	4,902
	1,906

	Disposals during period - net book value at disposal date
	
	

	Proceeds from disposals of equipment
	(41)
	-

	Proceeds from compensation receipt from insurance  
	(54)
	-

	Gain on disposal of equipment
	28
	-

	Gain from compensation receipt from insurance 
	42
	-

	Total
	(25)
	-

	Depreciation for the period
	(323,851)
	(19,041)

	Net book value as at 31 March 2017
	3,536,252
	154,040


11.
Intangible assets

Movements in the intangible assets account during the three-month period ended 31 March 2017 are summarised below.

(Unit: Thousand Baht)
	
	Consolidated               financial statements
	Separate               financial statements

	Net book value as at 31 December 2016
	660,373
	1,396

	Purchase during the period
	1,407
	-

	Amortisation for the period
	(9,305)
	(86)

	Net book value as at 31 March 2017
	652,475
	1,310


12.
Short-term loans from banks and trust receipts
	(Unit: Thousand Baht)

	
	Interest rate                                 (percent per annum)
	Consolidated                          financial statements
	Separate                                 financial statements

	
	31 March               
	31 December
	31 March               
	31 December
	31 March               
	31 December

	
	2017
	2016
	2017
	2016
	2017
	2016

	Short-term loans from banks
	2.950 - 4.500
	2.950 - 4.500
	2,355,113
	2,512,931
	148,000
	100,000

	Bill of exchange payable
	2.150
	2.200
	220,000
	220,000
	220,000
	220,000

	Trust receipts 
	3.090 - 3.250
	3.130 - 3.280
	559,711
	532,339
	-
	-

	Total
	
	
	3,134,824
	3,265,270
	368,000
	320,000


Short-term loans from financial institutions of the Company and its subsidiaries are secured by cross-guaranteed by the Company and its subsidiaries, transfer and assign of right over collection of any contract/project as specified in loan agreements.

In addition, short-term loan agreements with banks contain certain covenants as specified in the agreements that, among other things, require the Company and its subsidiaries to comply.

13.
Trade and other payables

	



	
	(Unit: Thousand Baht)

	
	Consolidated                             financial statements
	Separate                                        financial statements

	
	31 March               2017
	31 December 2016
	31 March               2017
	31 December 2016

	Trade accounts payable - related parties (Note 3)
	4,383
	16,914
	66,406
	64,261

	Trade accounts payable - unrelated parties
	883,640
	850,544
	27,797
	31,170

	Other payables - related parties (Note 3)
	13,183
	10,721
	5,292
	5,392

	Other payables - unrelated parties 
	13,653
	12,737
	1,101
	2,244

	Accrued expenses 
	47,707
	84,994
	13,079
	12,468

	Interest payables 
	11,149
	15,284
	10,464
	14,401

	Total trade and other payables 
	973,715
	991,194
	124,139
	129,936


14.
Debentures

	



	(Unit: Thousand Baht)

	
	Consolidated financial statements/ Separate        financial statements

	
	31 March               2017
	31 December 2016

	Debentures
	1,265,000
	1,365,000

	Less: Current portion of debentures
	(780,000)
	(880,000)

	Debentures - net of current portion
	485,000
	485,000


Movements in the debenture account for the three-month period ended 31 March 2017 were as follows:
	


(Unit: Thousand Baht)

	
	Consolidated financial statements/ Separate                  financial statements

	Balance as at 31 December 2016
	1,365,000

	Add:
Debentures issued during the period
	630,000

	Less: Redemption of debentures during the period
	(730,000)

	Balance as at 31 March 2017
	1,265,000



Debentures as at 31 March 2017 and 31 December 2016 are unsubordinated, unsecured debentures with registered name and carried fixed interests between 2.00 and 3.25 percent per annum (31 December 2016: between 2.10 and 3.65 percent per annum). The debentures will be repayable within 2018.

15.
Liabilities under finance lease agreements
	
	(Unit: Thousand Baht)

	
	Consolidated                            financial statements
	Separate                                   financial statements

	
	31 March             2017
	31 December 2016
	31 March             2017
	31 December 2016

	Liabilities under finance lease agreements
	7,813
	8,518
	2,464
	2,572

	Less: Deferred interest expenses
	(387)
	(474)
	(286)
	(313)

	
	7,426
	8,044
	2,178
	2,259

	Less: Portion due within one year
	(5,584)
	(6,117)
	(336)
	(332)

	Liabilities under finance lease agreements - net of current portion
	1,842
	1,927
	1,842
	1,927


The Company and its subsidiaries have entered into the finance lease agreements with leasing companies for rental of motor vehicles for use in their operations, whereby they are committed to pay rental on a monthly basis. The terms of the agreements are generally       5 years. 

Future minimum lease payments required under the finance lease agreements of the Company and its subsidiaries were as follows:

(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	Less than 1 year 
	1 - 5 years
	Total

	
	31 March             2017
	31 December             2016
	31 March             2017
	31 December             2016
	31 March             2017
	31 December             2016

	Future minimum lease payments
	5,781
	6,378
	2,032
	2,140
	7,813
	8,518

	Deferred interest expenses
	(197)
	(261)
	(190)
	(213)
	(387)
	(474)

	Present value of future minimum lease payments 
	5,584
	6,117
	1,842
	1,927
	7,426
	8,044


 (Unit: Thousand Baht)

	
	Separate financial statements

	
	Less than 1 year 
	1 - 5 years
	Total

	
	31 March             2017
	31 December             2016
	31 March             2017
	31 December             2016
	31 March             2017
	31 December             2016

	Future minimum lease payments
	432
	432
	2,032
	2,140
	2,464
	2,572

	Deferred interest expenses
	(96)
	(100)
	(190)
	(213)
	(286)
	(313)

	Present value of future minimum lease payments 
	336
	332
	1,842
	1,927
	2,178
	2,259


16.
Other current liabilities
(Unit: Thousand Baht)

	
	Consolidated                            financial statements
	Separate                                 financial statements

	
	31 March             2017
	31 December 2016
	31 March             2017
	31 December 2016

	Value added tax payable
	827
	1,725
	-
	-

	Withholding tax deduct at source  
	9,286
	17,084
	2,111
	2,661

	Undue output VAT 
	66,319
	66,396
	34,725
	24,380

	Others
	17,070
	16,070
	3,197
	3,150

	Total other current liabilities
	93,502
	101,275
	40,033
	30,191


17.
Other income

Other income for the three-month periods ended 31 March 2017 and 2016 consists of: 
(Unit: Thousand Baht)

	
	For the three-month periods ended 31 March

	
	Consolidated                 financial statements
	Separate                       financial statements

	
	2017
	2016
	2017
	2016

	Gain on exchange rate
	1,166
	3,887
	-
	-

	Interest income
	2,585
	54
	10,443
	5,950

	Dividend income from subsidiaries (Note 8)
	-
	-
	20,000
	20,160

	Management fee income (Note 3)
	-
	-
	19,800
	19,800

	Gain on compensation receipt from insurance
	42
	-
	-
	-

	Gain on change in value of investment in trading securities
	2,260
	-
	2,260
	-

	Others
	3,537
	6,701
	6,343
	5,209

	Total other income
	9,590
	10,642
	58,846
	51,119


18.
Income tax


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


Income tax (income) expense for the three-month periods ended 31 March 2017 and 2016 are made up as follows:
	



	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 31 March

	
	Consolidated 

financial statements
	Separate 

financial statements

	
	2017
	2016
	2017
	2016

	Current income tax:
	
	
	
	

	Interim corporate income tax expense 
	15,416
	9,970
	3,828
	6,021

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(28,684)
	1,109
	1,507
	(2,821)

	Income tax (income) expense reported in the income statement
	(13,268)
	11,079
	5,335
	3,200


19.
Earnings per share


Basic earnings per share is calculated by dividing profit for the period attributable to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.

20.
Segment information

The Company and its subsidiaries are organised into business units based on its products and services. During the current period, the Company and its subsidiaries have not changed the organisation of their reportable segments.
The following tables present revenue and profit information regarding the Company and its subsidiaries’ operating segments for the                   three-month periods ended 31 March 2017 and 2016, respectively.
	
	(Unit: Million Baht)

	
	For the three-month periods ended 31 March

	
	Network infrastructure solutions
	Enhanced technology solutions
	Business application
	Adjustments and eliminations
	Consolidated financial statements

	
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016
	2017
	2016

	Revenues from sales, contract work and services 
	
	
	
	
	
	
	
	
	
	

	-  Related parties
	101.0
	107.0
	37.0
	28.9
	153.6
	164.2
	(269.9)
	(292.3)
	21.7
	7.8

	-  Third parties
	525.6
	367.0
	526.8
	744.7
	321.1
	329.5
	-
	-
	1,373.5
	1,441.2

	Total revenues from sales, contract work and services
	626.6
	474.0
	563.8
	773.6
	474.7
	493.7
	(269.9)
	(292.3)
	1,395.2
	1,449.0

	Cost of sales, contract work and services
	(568.4)
	(450.7)
	(441.0)
	(647.4)
	(410.7)
	(395.5)
	272.6
	299.4
	(1,147.5)
	(1,194.2)

	Gross profit
	58.2
	23.3
	122.8
	126.2
	64.0
	98.2
	2.7
	7.1
	247.7
	254.8

	Other income
	
	
	
	
	
	
	
	
	9.6
	10.6

	Selling expenses
	
	
	
	
	
	
	
	
	(41.2)
	(43.5)

	Administrative expenses
	
	
	
	
	
	
	
	
	(107.0)
	(95.2)

	Other expense
	
	
	
	
	
	
	
	
	(3.2)
	(17.0)

	Share of loss from investment in associate
	
	
	
	
	
	
	
	
	(0.1)
	(0.5)

	Finance cost
	
	
	
	
	
	
	
	
	(39.0)
	(44.5)

	Income tax income (expense)
	
	
	
	
	
	
	
	
	13.3
	(11.1)

	Non-controlling interests of the subsidiaries
	
	
	
	
	
	
	
	
	1.1
	2.4

	Profit for the period
	
	
	
	
	
	
	
	
	81.2
	56.0


21.
Commitments and contingent liabilities



The Company and its subsidiaries have commitments and contingent liabilities other than those disclosed in other notes as follows:


21.1
Service commitments

21.1.1
The Company entered into transponder lease agreements with domestic and foreign contractual partners. Under the agreements, the Company had commitment to pay rental fees to its contractual partners in monthly installments, totaling approximately USD 0.2 million per month (31 December 2016: USD 0.2 million per month).
21.1.2
On 10 August 2011, the Board of the National Broadcasting and Telecommunications Commission (NBTC) passed a resolution approving the issue to the Company of a 5-year, Type two telecommunication business license without own telecommunications network (Very Small Aperture Terminal (VSAT) service). The license is effective from the date of termination of the old contract to provide local audio and visual data communications via satellite services (13 September 2011). The Company is obliged to comply with various conditions, which included a commitment to hand over the telecommunications equipment used in provision of the data communication via satellite service to the National Broadcasting and Telecommunications Commission within 11 December 2011, and to pay an annual service fee. Although, as at 31 March 2017, the Company had noticed to hand over the telecommunications equipment to NBTC and the Company's management believes that no penalty will be charged for late delivery, and so no provision for such a penalty has been recorded in the books of account. 

21.1.3
Portalnet Co., Ltd., a subsidiary company, entered into a contract with SAP (Thailand) Co., Ltd. to provide system maintenance services for computer software applications for core business operation. The subsidiary is obligated to comply with the conditions stipulated in the contract and pay service fee of approximately Baht 1 million per month (31 December 2016: Baht 1 million per month). 

21.1.4
Portalnet Co., Ltd., a subsidiary company, entered into a contract with Let Systems Ltd. to provide system maintenance services for computer software applications for core business operation by transferring the assignment to provide maintenance services from Siemens AG. The subsidiary is obligated to comply with the conditions stipulated in the contract and pay service fee of approximately Euro 0.03 million per month (31 December 2016: Euro 0.03 million per month). 

21.1.5
Samart Infonet Co., Ltd., a subsidiary company, entered into a contract with True International Gateway Co. Ltd. related to the provision of services to an international internet exchange center. The subsidiary is obligated to comply with the conditions stipulated in the contract and pay a service fee totaling approximately Baht 0.1 million per month (31 December 2016: Baht 0.1 million per month).

21.1.6
Posnet Co., Ltd., a subsidiary company, entered into two agreements with a private limited company to provide system maintenance services. During the year 2015, that company charged a penalty and compensatory damages totaling of Baht 8 million to the subsidiary under these two agreements, for breaches of the conditions stipulated therein.  
Subsequently, the subsidiary has negotiated and received details of the penalties and compensatory damages from such company which the penalties and compensatory damages were changed to be Baht 4 million. However, the subsidiary’s management has considered the matters and still believes that the subsidiary will not have to pay the penalty and compensatory damages, and therefore, as at 31 March 2017, the subsidiary company has not set aside any provision in its accounts.

21.1.7
A subsidiary company entered into contracts to use computer software application services with a company. The subsidiary is obligated to comply with the conditions stipulated in the contracts and subsidiary company has future minimum lease payments as follows.

 (Unit: Million Baht)
	
	Consolidated                          financial statements

	
	31 March 2017
	31 December 2016

	Payable:
	
	

	In up to 1 year
	221
	221

	In over 1 and up to 4 years
	972
	1,028


21.1.8
The Company has outstanding commitment totaling approximately Baht 56 million (31 December 2016: Baht 56 million) in respect of the uncalled portion of their investments in its subsidiaries.

21.1.9
The Company and its subsidiary companies entered into the service agreements with various companies between 1 and 4 years.  The Company and its subsidiary companies have to pay a monthly facility service fee at the rate stipulated in the agreements.

21.2
Operating lease commitments

21.2.1
The Company and its subsidiaries has entered into several lease agreements in respect of the lease of office building space, utilities, IT data center system, the contract of high-speed connection and data exchange service. The terms of the agreements are generally between 1 year until the termination notice is given.

Future minimum lease payments required under these operating leases contracts were as follows.

(Unit: Million Baht)
	
	Consolidated                          financial statements

	
	31 March     2017
	31 December 2016

	Payable:
	
	

	In up to 1 year
	20
	22

	In over 1 and up to 4 years
	8
	9


21.2.2
In addition, Samart Communication Services Co., Ltd., a subsidiary company, entered into a rental agreement to sublet space from a private company for a period of 3 years from the date that each site is handed over. The space is to be used for installation of stanchions, advertising banners and 3G and/or 4G network equipment, and the subsidiary company is committed to pay rental of approximately Baht 4  million per month, totaling approximately Baht 12 million (31 December 2016: Baht 13 million). 

21.3
Bank guarantees


There were outstanding bank guarantees issued by the banks on behalf of the Company and its subsidiaries, in respect of certain performance bonds as required in the ordinary course of business for the Company and its subsidiaries. The details of bank guarantees are as follows:

(Unit: Million Baht)
	
	Consolidated                                 financial statements
	Separate                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      financial statements

	
	31 March    2017
	31 December 2016
	31 March    2017
	31 December 2016

	Performance guarantees
	2,367
	2,497
	590
	623

	Guarantee electricity use, among others
	425
	246
	193
	187

	
	2,792
	2,743
	783
	810


21.4
Related party guarantees obligation
As at 31 March 2017, the Company was guarantor of credit facilities and rental of equipment of its subsidiary companies from banks and a leasing company amounting to Baht 13,552 million (31 December 2016: Baht 14,179 million).  

Generally, the guarantees are effective for as long as the underlying obligations have not been discharged by the Company and subsidiaries. Guarantee fees are charged by the Company and its subsidiary companies.

21.5
Litigation

 
On 5 January 2004 a civil lawsuit was filed against IT Absolute Co., Ltd., a subsidiary company, with the plaintiff lodging a claim for the return of assets and compensation totaling Baht 15.6 million. The subsidiary company was accused of failure to comply with the terms and conditions of a share sale agreement executed with a customer (the plaintiff). The alleged failure occurred while the subsidiary company was operating under its previous name, Yuanta Securities (Thailand) Company Limited.


The share purchase and sale agreement dated 7 January 2003 between the subsidiary company’s former shareholders (the seller) and a bank (the purchaser), stated that if any liabilities attributable to the activities of the seller occurred within two years after the shares were transferred to the purchaser and were not presented in the statement of financial position as at 31 December 2002, the seller would, if the case was finalised and the Court ordered the subsidiary company to settle such liabilities, pay compensation to the subsidiary company at a rate of 92.7329 percent of such liabilities.  


On 29 September 2005, the Civil Court ordered the subsidiary company to return the securities to the plaintiff or pay Baht 8.4 million if the subsidiary company was unable to do so.  Subsequently, the subsidiary company lodged an appeal with the Appeal Court, and on 16 March 2011 the Appeal Court affirmed the judgment of the Court of First Instance. The subsidiary company then lodged an appeal with the Supreme Court on 12 May 2011 and this case is in the process of being considered by the Supreme Court. However, as at 31 March 2017, the Company estimated its contingent liabilities at Baht 0.6 million, (31 December 2016: Baht 0.6 million) and recorded this under the caption of “other non-current liabilities” in the statement of financial position.

21.6
Foreign currency risk

The Company and its subsidiaries’ exposure to foreign currency risk arises mainly from trading transactions that are denominated in foreign currencies. The Company and its subsidiaries seek to reduce this risk by entering into forward exchange contracts. 

The Company and its subsidiaries have significant foreign currency assets and liabilities that were unhedged against foreign exchange risk, as summarised below.

	Currency
	Consolidated                                   financial statements
	Separate                                     financial statements
	Exchange rate as at                         

	
	31 March    2017
	31 December  2016
	31 March    2017
	31 December  2016
	31 March    2017
	31 December  2016

	
	(Million)
	(Million)
	(Million)
	(Million)
	(Baht per unit of foreign currency)

	Assets
	
	
	
	
	
	

	US dollars 
	0.1
	-
	0.1
	-
	34.2857
	-

	Liabilities
	
	
	
	
	
	

	US dollars 
	2.4
	0.2
	0.2
	-
	34.6144
	36.0025

	Euro
	-
	0.1
	-
	-
	-
	38.1362


The majority of the liabilities are due within one year.

Forward exchange contracts
	Foreign currency
	Consolidated         financial statements
	Separated         financial statements
	Contractual maturity date
	Contractual exchange rate

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

	As at 31 March 2017

	Bought amount 
	
	
	
	

	US dollars 
	1.2
	0.1
	24 April - 3 May 2017
	34.5300 - 34.8150

	
	
	
	
	

	As at 31 December 2016

	Bought amount
	
	
	
	

	US dollars 
	0.4
	0.4
	28 February 2017 
	34.6175 - 34.6700


22.
Fair value of financial instruments 
The Company and its subsidiaries use the market approach to measure their assets and liabilities that are required to be measured at fair value by relevant financial reporting standards, except that the cost approach or income approach is used when there is no active market or when a quoted market price is not available. 

Fair value hierarchy
In applying the above-mentioned valuation techniques, the Company and its subsidiaries endeavor to use relevant observable inputs as much as possible. TFRS 13 Fair Value Measurement establishes a fair value hierarchy categorising such inputs into three levels as follows:
Level 1
Use of quoted market prices in an observable active market for such assets or liabilities 

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

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

As of 31 March 2017, the Company and its subsidiaries had the following assets and liabilities that were measured at fair value using different levels of inputs as follows: 

	(Unit: Million Baht)

	
	Consolidated financial statements 

	
	Level 1
	Level 2
	Total

	Assets measured at fair value 
	
	
	

	Held for trade investments  
	
	
	

	
Equity instruments 
	37
	-
	37

	Land
	-
	72
	72

	Liability measured at fair value
	
	
	

	Debenture
	1,265
	-
	1,265

	Derivative
	
	
	

	
Foreign currency forward contracts
	-
	0.2
	0.2


	(Unit: Million Baht)

	
	Separate financial statements 

	
	Level 1
	Level 2
	Total

	Assets measured at fair value 
	
	
	

	Held for trade investments  
	
	
	

	
Equity instruments 
	37
	-
	37

	Land
	-
	72
	72

	Liability measured at fair value
	
	
	

	Debenture
	1,265
	-
	1,265


Valuation techniques and inputs to Level 2 and Level 3 valuations

The fair value of derivatives has been determined by using a discounted future cash flow model and a valuation model technique. Most of the inputs used for the valuation are observable in the relevant market, such as spot rates of foreign currencies, yield curves of the respective currencies, interest rate yield curves and commodity price yield curves. 


During the current period, there were no transfers within the fair value hierarchy. 
23.
Event after the reporting period

23.1
On 3 April 2017, a meeting of the Company’s Board of Directors passed a resolution to approve the purchase by Samart Communication Services Co., Ltd., a subsidiary company, of 0.18 million ordinary shares with a par value of Baht 100 of SLA Asia Co., Ltd., associated company, from an existing shareholder which representing the increase from 30 percent to 90 percent interest in that company. 


Subsequently, on 21 April 2017, the subsidiary company purchased that company’s share with mutually agreed price, totaling approximately Baht 5.8 million.

23.2
On 25 April 2017, the Annual General Meeting of the Company’s shareholders passed a resolution approving the payment of a dividend in respect of profit for the year 2016 of Baht 0.20 per share to its shareholders, a total of Baht 123.6 million. The Company paid an interim dividend of Baht 0.10 per share, a total of Baht 61.8 million, in September 2016, and is to pay the remaining Baht 0.10 per share, or a total of Baht 61.8 million, on 16 May 2017.  Such dividend will be recorded in the second quarter of 2017.

24.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s authorised Directors on 5 May 2017.
 1  


