(Unaudited but reviewed)

Proud Real Estate Public Company Limited and its subsidiaries

Notes to interim consolidated financial statements
For the three-month period ended 31 March 2021
1.
General information

1.1
General information of the Company


Proud Real Estate Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand.  The Company is principally engaged in real estate development. The registered office of the Company is at 900, Tonson Tower Building, 6th Floor, Ploenchit Road, Lumpini, Patumwan, Bangkok.

1.2
Coronavirus disease 2019 Pandemic


The Coronavirus disease 2019 pandemic is adversely impacting most businesses and industries. This situation may bring uncertainties and have an impact on the environment in which the group operates. The Group’s management has continuously monitored ongoing developments and assessed the financial impact in respect of the valuation of assets, provisions and contingent liabilities, and has used estimates and judgement in respect of various issues as the situation has evolved.

1.3
Basis for the preparation of interim financial information

This interim financial information is prepared in accordance with Thai Accounting Standard No. 34 Interim Financial Reporting, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.

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

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

1.4
Basis of consolidation


These interim 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 2020. There have been no structural changes related to subsidiaries during the current period.

1.5
New financial reporting standards
a) 
Financial reporting standards that became effective in the current period

During the period, the Group has adopted the revised financial reporting standards and interpretations which are effective for fiscal years beginning on or after 1 January 2021. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards. 

The adoption of these financial reporting standards does not have any significant impact on the Group’s financial statements. 
b)
Financial reporting standards that will become effective for fiscal years beginning on or after 1 January 2022


The Federation of Accounting Professions issued amendments to Thai Financial Reporting Standard 16 Leases that provide temporary exemptions from the impact of interest rate benchmark reform for a lessee, provided that all specified conditions are to be met.


The management of the Group believes that adoption of these amendments will not have any significant impact on the Group’s financial statements.

1.6
Significant accounting policies


The interim financial statements are prepared by using the same accounting policies and methods of computation as were used for the financial statements for the year ended                 31 December 2020.
2.
Related party transactions

During the periods, the Group had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and those related parties.
(Unit: Million Baht)
	
	For the three-month period ended 31 March
	

	
	Consolidated
	Separate
	

	
	financial statements
	financial statements
	Pricing policy

	
	2021
	2020
	2021
	2020
	

	Transactions with subsidiary companies
	
	
	
	

	(eliminated from the consolidated            financial statements)
	
	
	
	

	Management income 
	-
	-
	8.4
	8.4
	Contractual agreed price

	Interest income
	-
	-
	8.3
	9.4
	MLR - 0.5% per annum

	Transactions with related parties
	
	
	
	
	

	Cost of food and beverage
	0.3
	0.4
	-
	-
	Contractual agreed price

	Management fee
	-
	0.1
	-
	-
	Contractual agreed price

	Rental fee
	1.1
	1.1
	-
	-
	Contractual agreed price



The balances of the accounts as at 31 March 2021 and 31 December 2020 between the Company and those related parties are as follows:
(Unit: Thousand Baht)
	
	Consolidated                               financial statements
	Separate                                     financial statements

	
	31 March 2021
	31 December 2020
	31 March 2021
	31 December 2020

	Other receivables and advance to related parties (Note 3)
	
	
	
	

	Subsidiaries
	-
	-
	6,141
	3,132

	Total other receivables and advance to related parties
	-
	-
	6,141
	3,132

	
	
	
	
	

	Interest receivables - related parties (Note 3)
	
	
	
	

	Subsidiaries
	-
	-
	67,892
	59,632

	Total interest receivables - related parties
	-
	-
	67,892
	59,632

	
	
	
	
	

	Other payables - related parties (Note 8)
	
	
	
	

	Related parties
	2,427
	3,829
	126
	109

	Total other payables - related parties
	2,427
	3,829
	126
	109

	
	
	
	
	

	Lease liabilities - related party
	
	
	
	

	Related party
	6,104
	7,086
	-
	-

	Total lease liabilities - related party
	6,104
	7,086
	-
	-


Loans to related parties

As at 31 March 2021 and 31 December 2020, the balances of loans between the Company and those related parties and the movements are as follows:

Loans to subsidiary companies

(Unit: Thousand Baht)

	
	Separate financial statements

	Short-term loans to subsidiary company
	31 December 2020
	Increase             during the period
	31 March 2021

	Hua Hin Sky Living Co., Ltd.
	16,967
	5,432
	22,399

	Total 
	16,967
	5,432
	22,399


Short-term loans to subsidiary company are due at call, carrying interest at the rate of   MLR-0.5% per annum.

(Unit: Thousand Baht)

	
	Separate financial statements

	Long-term loans to subsidiary companies 
	31 December 2020
	During                         the period
	31 March 2021

	Hua Hin Alpha 71 Co., Ltd.
	541,500
	-
	541,500

	Hua Hin Sky Living Co., Ltd.
	100,000
	-
	100,000

	Total 
	641,500
	-
	641,500


Long-term loans to the subsidiaries bear interest at the rate of MLR-0.5% per annum.             The payment schedules of principal and interests are as follows:


Subsidiaries
        Due date of principal and interest
Hua Hin Alpha 71 Co., Ltd.
31 December 2022

Hua Hin Sky Living Co., Ltd.
31 December 2023


Directors and management’s benefits


During the three-month periods ended 31 March 2021 and 2020, the Company had employee benefit expenses payable to their directors and management as below.    

	
	(Unit: Thousand Baht)

	
	Consolidated/Separate financial statements                           

	
	2021
	2020

	Short-term employee benefits
	6,286
	4,900

	Post-employment benefits
	132
	144

	Total
	6,418
	5,044


3.  
Other receivables

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March             2021
	31 December 2020
	31 March             2021
	31 December 2020

	Other receivables and advance to related parties (Note 2)
	-
	-
	6,141
	3,132

	Other receivables - unrelated parties
	269
	220
	191
	201

	Interest receivables - related parties (Note 2)
	-
	-
	67,892
	59,632

	Total 
	269
	220
	74,224
	62,965


4.
Real estate development costs 

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March             2021
	31 December 2020
	31 March             2021
	31 December 2020

	Land
	1,329,632
	1,329,611
	1,642
	1,642

	Construction in progress and design expenses
	272,029
	207,722
	1,844
	1,844

	Promotion costs
	193
	193
	193
	193

	Capitalised borrowing costs
	62,754
	55,899
	104
	104

	Total 
	1,664,608
	1,593,425
	3,783
	3,783



During the three-month periods ended 31 March 2021 and 2020, the subsidiaries capitalised borrowing costs to be included in the cost of land and construction in progress which were calculated from capitalisation rate from weighted average rate of loans as follows:
	

	Consolidated financial statements

	
	2021
	2020

	Borrowing costs included in the cost of land and construction in progress (Million Baht)
	7
	8

	Capitalisation rate (%)
	3.25 - 5.08
	3.78 - 6.10



As at 31 March 2021 and 31 December 2020, the Group has pledged some land and construction thereon as collateral for credit facilities and overdrafts of the Group which have net book value as follows:
	
	
	(Unit: Million Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March             2021
	31 December 2020
	31 March             2021
	31 December 2020

	Net book value of land and construction that has been pledged as collateral
	1,328
	1,328
	-
	-


 5.
Other current assets
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March             2021
	31 December 2020
	31 March             2021
	31 December 2020

	Advance payment for project management fee
	158,259
	124,660
	-
	-

	Advance for purchase of inventories                       and constructions
	80,515
	49,048
	17,144
	165

	Prepaid expenses
	4,958
	4,262
	3,543
	2,684

	Others
	7,174
	6,789
	7,158
	6,789

	Total
	250,906
	184,759
	27,845
	9,638


6.
Restricted bank deposits


These represent fixed deposits pledged by the Company with the banks to secure credit facilities and letter of guarantees obtained from the banks.
7.
Bank overdrafts 

Bank overdrafts of the Company are subject to interest at the rate of MOR. The bank overdrafts are guaranteed by a person without demanding consideration for the guarantee. 

8.
Trade and other payables

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March
2021
	31 December 2020
	31 March
2021
	31 December 2020

	Trade payables - unrelated parties
	18,254
	25,525
	1,336
	2,287

	Other payables - related parties (Note 2)                        
	2,427
	3,829
	126
	109

	Other payables - unrelated parties                        
	3,283
	7,341
	839
	2,376

	Accrued expenses 
	64,590
	10,726
	2,227
	4,856

	Total 
	88,554
	47,421
	4,528
	9,628


9.
Long-term loans from financial institutions
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements

	
	31 March

2021
	31 December 2020

	Long-term loans
	887,972
	840,000

	Less: Deferred front end fee
	(2,694)
	(3,054)

	Add: Finance cost - Interest expenses on borrowings
	1,419
	1,749

	Net
	886,697
	838,695

	Less: Current portion
	-
	(99,818)

	Long-term loans, net of current portion
	886,697
	738,877



Movements in the long-term loans account during the three-month period ended 31 March 2021 were summarised below.

 (Unit: Thousand Baht)

	
	Consolidated               financial statements

	Balance as at 1 January 2021
	838,695

	Add: 
Additional borrowings
	47,972

	         
Amortisation of front end fee
	360

	Less: Finance cost - Interest expenses on borrowings
	(330)

	Balance as at 31 March 2021
	886,697



Long-term loans from financial institutions of the subsidiary companies bear interest at the rate of MLR minus fixed rate per annum. The interest is payable at the end of each month. The principal is repayable upon the completion of transfer of condominium units within between 2021 and 2023. Long-term loans of the subsidiaries are secured by the mortgage of land and constructions thereon of the subsidiaries’ projects. 


On 5 February 2021, Hua Hin Sky Living Co., Ltd., a subsidiary, entered into an amendment to loan agreement with a commercial bank in order to revise the term of repayment from within May 2021 to within 14 May 2022. As at 31 December 2020, such loans were still classified as current portion. 


In addition, the amendment revised the interest rate from MLR-1.5% per annum to                    MLR-2.0% per annum from 1 January 2021 to 30 June 2021 and MLR-1.5% per annum from 1 July 2021 onwards.

Under loan agreements, the Group must comply with the conditions stipulated in the agreements such as the maintenance of net debt to equity ratio not more than 2:1. 


As at 31 March 2021, the loan facilities of the Group which have not yet been drawn down amounted to Baht 532 million (31 December 2020: Baht 580 million).
10.  
Deferred revenue from sale of real estate


Deferred revenue from sale of real estate comprises cash received in advance from customers which can be classified by entity as follows:

	
	
	(Unit: Thousand Baht)

	
	Consolidated               financial statements
	Separate                  financial statements

	
	31 March 
	31 December 
	31 March 
	31 December 

	
	2021
	2020
	2021
	2020

	Proud Real Estate Public Co., Ltd.
	7,596
	7,238
	7,596
	7,238

	Hua Hin Alpha 71 Co., Ltd.
	407,487
	351,288
	-
	-

	Total
	415,083
	358,526
	7,596
	7,238


11.
Income tax


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


Income tax expenses (income) for the three-month periods ended 31 March 2021 and 2020 were made up as follows:
	
	
	(Unit: Thousand Baht)

	
	Consolidated                         financial statements
	Separate                            financial statements

	
	2021
	2020
	2021
	2020

	Current income tax
	
	
	
	

	Current income tax charge
	-
	-
	-
	-

	Deferred tax
	
	
	
	

	Relating to origination and reversal of

   temporary differences
	(3,763)
	(2,751)
	323
	(2,741)

	Income tax expenses (income) reported in profit or loss
	(3,763)
	(2,751)
	323
	(2,741)


12. 
Earnings per share


Basic earnings (loss) per share is calculated by dividing profit (loss) 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.


Diluted earnings per share is calculated by dividing profit (loss) for the period attributable to equity holders of the Company (excluding other comprehensive income) by the total sum of the weighted average number of ordinary shares in issue during the period plus the weighted average number of ordinary shares which would need to be issued to convert all dilutive potential ordinary shares into ordinary shares. The calculation assumes that the conversion took place either at the beginning of the period or on the date the potential ordinary shares were issued according to the portion of warrant exercise.


For the three-month period ended 31 March 2020, the warrants were excluded from the potential ordinary shares since their exercise price was in excess at the fair value of the ordinary shares.
13.
Segment information


The Group is principally engaged in the real estate development. Its operations are carried on only in Thailand. Segment performance is measured based on operating profit or loss, on a basis consistent with that used to measure operating profit or loss in the financial statements. As a result, all of the revenues, operating profit or loss and assets as reflected in these financial statements pertain exclusively to the aforementioned reportable operating segment and geographical area.


For the three-month periods ended 31 March 2021 and 2020, the Group has no major customer with revenue of 10 percent or more of an entity’s revenues.
14.
Commitments and contingent liabilities

14.1
As at 31 March 2021, the Group had commitments in respect of service agreements payable in the future, which the terms of the agreements are generally between 1 and 3 years, of approximately Baht 9 million (31 December 2020: Baht 19 million) (Separate financial statements: Baht 2 million (31 December 2020: Baht 2 million)).
14.2
Commitments with respect to project development and related services

The Group had commitments in respect of property development cost and related services totaling Baht 599 million (31 December 2020: Baht 480 million) (Separate financial statements: Baht 154 million (31 December 2020: Baht 3 million)). 

14.3
Bank guarantee

1)
As at 31 March 2021, the Company has guaranteed bank credit facilities of its subsidiaries amounting to Baht 1,450 million (31 December 2020: Baht 1,450 million).

2)
As at 31 March 2021, there were outstanding bank guarantees of approximately               Baht 4 million (31 December 2020: Baht 4 million) issued by banks on behalf of              the Company to guarantee contractual performance.
14.4
Other commitment


On 22 November 2019, a subsidiary company entered into a sales and marketing license agreement with Intercontinental Hotel Group (Asia Pacific) Pte. Ltd. The subsidiary company is obligated to comply with the conditions stipulated in the agreement whereby it shall pay 3% of revenue generated by sales of condominium units. 

15.
Event after the reporting period


On 27 April 2021, a meeting of the Company’s Board of Directors passed a resolution       to approve the establishment a new subsidiary under the name “Proud Horseshoe         Co., Ltd.”, which engages in real estate development and has registered share capital of 200,000 ordinary shares of Baht 100 each, totaling Baht 20 million. The shares are 99.99 percent held by the Company. The establishment of the new company was registered with the Ministry of Commerce on 28 April 2021 and 100 percent of which have been called up. On 27 April 2021, the Company paid for such share capital of Baht 20 million.
16.
Reclassifications 


The Group has reclassified certain amounts in the financial statements to conform to the current period’s classification. The reclassifications are as follows:  
(Unit: Thousand Baht)
	
	Consolidated statement of financial position                                          as at 31 December 2020

	
	As previously reported
	Reclassified
	As reclassified

	Other current financial assets
	2,647
	(2,647)
	-

	Other current assets
	182,112
	2,647
	184,759


(Unit: Thousand Baht)
	
	Separate statement of financial position                                               as at 31 December 2020

	
	As previously reported
	Reclassified
	As reclassified

	Other current financial assets
	2,647
	(2,647)
	-

	Other current assets
	6,991
	2,647
	9,638


The reclassifications had no effect to previously reported profit (loss) or shareholders’ equity.

17.
Approval of interim financial information

This interim financial information was authorised for issue by the Company’s Board of Directors on 10 May 2021.
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