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11 August 2021

Subject: Management Discussion and Analysis for the period ended 30 June 2021
To:.  The President

The Stock Exchange of Thailand

Performance Overview

In the second quarter of 2021, global economic has maintain strong signal of recovery but at
the different paces among countries, leading by the developed countries with the coverage
and enough COVID-19 vaccines provided to residents, which allow the relief of city

lockdown. Another is subject to the sizes of economic stimulus from governments in which
developed countries has advantage over emerging countries. Also, the recovery is different

in industrial sector as manufacturing sector is considered recover at better pace than tourism
sector which still restricted the movement of travelers.

Thailand economic has also recovered but at decreased growth due to the impact of the new
wave of COVID-19 outbreak started by the end of second quarter, which result in the

domestic consumption has decreased drastically. However, as the global economic has

recovered, especially in developed countries, export sector has benefit from the expansion
of transactions, but the container shortage situation could hold up the recovery as well as the
increase of fuel price that will drive the transportation cost for businesses.

Consider the second quarter of 2021 in Japan, the important trade partner, expected slight
economic growth as the export sector has growth according to the global economic.

However, the new wave of COVID-19 outbreak has pressured the household consumption
from the restriction of activities. The vaccination rate for Japan considers relatively low
comparing to developed countries despite the sufficient supply of vaccines. This is due to

shortage of medical personal and the cautious of government to verify the effect of vaccines,
result in the continuous wave of outbreak. The government has decided to convene Tokyo

Olympic in July amidst the protest of Japanese resident who concern about safety measure
to prevent the outbreak which could hampered the recovery of Japan economic.

The exchange rate for THB/USD has continuously depreciate, consider 4« since the
beginning of 2021 and at the highest depreciate currency in regions. This is due to the
outbreak of COVID-19 which hindered foreign investor-s confidence, also the budget deficit.
The exchange rate in the second quarter of 2021 for THB/USD according to the reference
rate from the Bank of Thailand is THB 31.36/USD, comparing to THB 30.26/USD indicated
in previous quarter.
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Total revenue from sales in the second quarter of 2021 has increased to THB 299.53 Million,
comparing to THB 243.04 Million in the first quarter of 2021, equivalent to the increase of
23.24v as there was increasing demand from Japan and the depreciation of THB against USD.

However, the cost of goods sold per unit has increased since the price for agricultural
produces has increased result from drought season this year. Further, the electricity expenses

have decreased since the solar roof has completed the installation. Theses conclude the gross
profit of THB 36.93 Million, increasing 37.86% comparing to the previous quarter, with the
gross profit margin of 12.33« increasing from 11.02%. However, the Company has loss on
exchange of THB 1.87 Million comparing to gain on exchange of THB 12 .28 Million, while

the transportation cost has drove up due to increasing fuel price and the shortage of container
result in the increasing freight charges, also the recognition of Administration expense in
subsidiary, the net loss for the Company has indicated THB 10.54 Million, considering net

loss margin of 3.52%, comparing to net profit of THB 2.67 Million with net profit margin at
1.10% presented in the first quarter of 2021,

The factors that would affect the business operation for the third quarter are as follows

1. The new wave of COVID-19 outbreak which affected several countries globally
would causes global economic slowdown, concerning Japan. Also, the social

distancing measures to prevent the outbreak has limited the activities for people
such as dining out and socializing could lessen the demand from food service
sector but, in the other hand, increase the demand for ready to eat product to be
consume at home. This could mean both positive and negative affected to future

sales volume. However, the demand expected to recover soonest depends on the
coverage of COVID-19 vaccines applied to resident.

2. The volatility of exchange rate, as THB has depreciated against USD since the
global economic slowdown has affected the revenue recognition, while JPY has
appreciated against USD which reduce the cost of import for Japanese customers.

3. Severe drought which prolongs from the early of 2021 could cause the rising for
agricultural produces price, affected the increasing cost of production.

4. The transportation cost has increase due to the fuel oil price and the shortage of
containers caused the freight charge to sharply rise since the end of third quarter
last year which expected the situation to solve in the fourth quarter of 2021

Summary of Financial Performance

Revenue Structure

1. Sales Revenue

The Company has sales revenue majorly from the sales of frozen vegetables such as
frozen soybeans, frozen green beans, frozen sweet corns and frozen mixed
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vegetables. The details of sales revenue, according to the consolidated financial
statement categorized by the geographic is as follows,

Sales Revenue Value (THB Million) Increase Value (THB Increase
(decrease) Million) (decrease)
2nd 1st 2nd % % 6M 6M %
Quarter | Quarter | Quarter QoQ YoY 2020 2021 YTD
2020 2021 2021

Export Sales Revenue 30369 | 22298 | 28611 2831 578 | 58286 | 50909 12.66)
Domestic Sales Revenue 1341 20.06 1342 | 3310 0.07 3334 3348 041
Total Sales Revenue 31710 | 24304 | 29953 2324 554) | 61620 | 54257 11.94)

In the second quarter of 2021, sales revenue indicated totaling THB 299.53 Million,
of which export sales is to 9552, increased from 9175« in the previous quarter of
2021. In this regard, the proportion of domestic sales proportion is 4.48+ of total sales
revenue, decreased from proportion 825« comparing to the previous quarter.

Total sales revenue in the second quarter of 2021 decreasing from THB 317.10
Million in the second quarter of 2020, equivalent to the decrease of 554«. This due

to the decrease sales volume from export as the consumption still not recovered in
Japan due to the new wave of outbreak.

2. Other Revenue

In the second quarter of 2021, the company has indicated other revenue of THB 2.45
Million which increased from THB 1.82 Million in the first quarter of 2021,
equivalent to the increase of 34.60%, majorly cause by the revenue from the other
assets disposal activities.

Cost of Goods Sold

Cost of goods sold in the second quarter of 2021 presented THB 262.60 Million, equivalent
to the increase of 21.43«%, comparing to THB 216.26 Million in the first quarter of 2021. The
major reason for the increase is as follows,

[IThe increasing sales volume from oversea market comparing to previous quarter.

[IThe increase overhead production cost per unit as the raw material price has increased
due to the produces harvested during drought season, also the electricity expenses has
decreased from the use of electricity generated from solar roof.

Selling and Administration Expenses
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In the second quarter of 2021, the Company has reported the selling and administration
expenses of THB 47.22 Million which increased from THB 37.68 Million as reported in the

first quarter of 2021, equivalent to the increase of 25.34% which derive from the recognition

of selling and administration expenses of subsidiaries, the increasing fuel price, and
increasing freight transportation expense due to the shortage container situation.

Gross Profit Margin and EBIT Margin

The Gross Profit Margin for the Company presented in financial statement for the second
quarter of 2021 is 1233+ crease from 11.02« indicated in the previous quarter, while the

EBIT Margin reveal -3.25% decreased from 1.32% comparing to the previous quarter. This is

due to the increasing sales revenue from increasing sales volume from overseas market and
the depreciation of THB against USD, while the Company has loss on exchange of THB
1.87 Million comparing to gain on exchange of THB 1228 Million in previous quarter.

increasing gain on exchange of THB 11.63 Million. The overhead production cost per unit

has increased as the raw material price has increased subject to the severe drought while the
electricity cost has decreased as the use of electricity generated from solar roof. Also, the

recognition of selling and administration expenses from subsidiary has increased expenses.

Net Profit

The Company has indicated net loss in the financial statements or the second quarter of 2021
of THB 7.40 Million, decrease from net profit of THB 2.67 Million presented in the first

quarter of 2021, equivalent to the decrease of 376.89+. The Net Loss Margin has stated 2.47+%
comparing to Net Profit Margin of 1.10% in the first quarter of 2021. The Company has the
change of financial operation exceed 20%. The major contribution to the decrease of net profit

is despite from the increasing export sales revenue and volume, while the overhead
production cost per unit as the raw material price has increased during the severe drought
this year, also the electricity expenses has decreased from the consumption of electricity
generated by solar roof. The fluctuation of exchange rate has result on loss on exchange

comparing to gain on exchange in the previous quarter. However, the selling and

administration expense has increased from the recognition of selling and administration
expenses of subsidiary, also increasing fuel price and sea freight expense due to the container
shortage situation.

Summary Table for the Financial Performance

Value (THB Million) Increase (decrease) Value (THB Increase
Million) (decrease)
2nd 1st 2nd % % 6M 6M %
Quarter Quarter Quarter QoQ YoY 2020 2021 YTD
2020 2021 2021

Sales Revenue 31710 24305 29954 2324 5.54) 616.20 54257 (11.95)
Cost of Goods Sold 25826 216.26 26260 2143 168 52099 47886 8.09
Gross Profit 58.84 26.79 36.93 37.68 3724 9521 63.71 33.09)
Gain (Loss) from Exchange Rate 15.31) 1228 1.87) 11522) 87.80 14.67) 1041 17093




149/34 HRENOIINANAIT DUUFTIIA HVIIFILIIA (VALIIFN NJUNN 10500

CHIANGMAI FROZEN FOODS PUBLIC COMPANY LIMITED.

v3tn Fadviliswuyad 9100 (imnvw)

149/34 Soi Anglo Plaza Surawongse Rd., Suriyawongse, Bangrak, Bangkok 10500 Thailand

0107537000513 Tel : (662) 634-0061-4, 238-4091 Fax ; (662) 238-4090
Other Revenue 304 182 245 3460 19.59) 5.09 427 16.19)
Selling and Administration Expenses 35.36 37.68 4722 2534 3357 7249 84.90 1712
Earnings Before Interest and Tax 1121 320 9.72) 403.64) (186.71) 1314 6.52) (149.61)
Financial Cost 004 0.02 131 | &,37755 | 3,179.84) 0.08 133 1,463.73
Tax 217 051 0.38 A75.07) 11755) 234 0.13) (94.60)
Net Profit (Loss) 1011 267 (7.40) 376.89) A73.17) 1267 @4.73) 137.31
Earnings Before Interest, Tax, 2323 2194 2484 1319 6.92 42.00 46.78 11.39
Depreciation and Amortization
Cash Flow from Operation 9251 107.01) 4974 14648 46.23) 79.23 6727 172.29)
Earnings per share (Baht 0.03 0.01 0.03)
Book Value per share (Baht) 367 3.68 364
Key Financial Ratios
Key Financial Ratios 2nd 15t 2nd
Quarter Quarter Quarter
2020 2021 2021

Current Ratio (Times) 1227 539 8.05

Quick Ratio (Times) 438 187 323

Gross Profit Margin () 1855 11.02 12.33

EBIT Margin () 3.89 132 3.25)

Net Profit Margin () 319 110 352

Return on Equity <) 344 0.09 1.39)

Return on Assets (%) 3.84 0.07 1.18)

Debt To Equity Ratio (Times) 0.10 0.29 0.27

Company-s Financial Position

Assets

The Company has total assets according to the financial statements as of 30 June 2021 of
THB 1,751.28 Million comparing to THB 1,794.80 Million in the previous quarter,

equivalent to the decrease of 2.43«. The major decrease is from the decrease of inventory
which decreased THB 71.15 Million from the increasing sales in this quarter which
accordance with the increasing of account receivables indicated THB 131.73 Million,
increasing of THB 11.11 Million, consider 9.21% The Company has policy to reserve for

allowance for bad debt for the whole amount on any doubtful receivable, considering
financial position of client and their historical payment. In the previous year, most of the

client able to make payment within due.
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Liabilities
The Company has total liabilities according to the financial statements as of 30 June 2021
of THB 364.04 Million which decrease THB 29.55 Million, equivalent to the decrease of

7.51%, comparing to the previous quarter. The main reason derived from repayment of trade
payables and liabilities of STFD as a subsidiariy.

As of 30 June 2021, the Company has liabilities obligation other than employee benefit
which are

] Licensing agreement and consulting agreement for the usage of computer program
and system for the amount of THB 0.25 Million

] Consulting agreement for financial advisor regarding the investment in Myanmar.
The obligation amount according to the contract is THB 0.3 Million

] The Company might expose to the occurrence of obligation from the issuance of
guarantee letter from bank against the government authorities for the amount of THB
11.62 Million

[ The Company has capital expenditure in respect of the installation of electricity
generator by Solar Roof system and the installation of equipment amounting of THB
7.98 Million

The Company has appropriate and sufficient liquidity for the payment of liabilities and
obligation. In the second quarter of 2021, the Current Ratio indicated 805 times and the

Quick Ratio of 3.23 times, while most of the assets are current assets.
Currently, there is no file or active case of lawsuit against the Company.
Shareholder-s Equity

Shareholders equity for the company presented in the financial statement for the period
ended 30 June 2021 of THB 1,386.85 Million, decrease from THB 1,401.22 Million
comparing to the previous quarter, equivalent to the decrease of 103« However, the
unappropriated retained earning has decrease from THB 868.27 Million to THB 860.87
Million, considered 0.85% decreased comparing to previous quarter. The other components
of shareholders equity which is the recognized of the change in fair value of derivatives for
hedging cash flow at the value THB -7.93 Million according to the newly adopted accounting
standard and reporting standard.

Cash flow and Capital Structure
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In the second quarter of 2021, the Company has net cash flow used in operation THB 57.27
Million, comparing to the net cash flow used in operation THB 79.23 Million in the second
quarter of 2020 due to the increasing purchase of the raw material. Also, the repayment of
trade payable of subsidiary. Besides, the company paid THB 44.79 Million for the
procurement of machines and equipment.

In the second quarter of the year 2021, the Company has sufficient liquidity which evidence
from the current ratio of 8.05 times, increase from 5.39 times in the previous quarter. This is

due to the decrease of current liabilities from the repayment of trade payables as they-re
liabilities from STFD consolidated to the Company. However, the major assets are current
assets equivalent to 50.84« of total assets. On the other hand, the Company has only 6.31% of
current liabilities which mostly consists of trade payable. There is no outstanding borrowing
from the financial institution.

The Company has not engaged in any long term borrowing during the first quarter of 2020,
subsidiary but the long-term borrowing stated is the liability of STFD, whereas the debt to

equity ratio decrease to 0.27 times, comparing to 0.29 times as indicated in the same quarter
of previous year.

Summary Table for Company’s Financial Position

Value (THB Million) Increase (decrease) Increase (decrease)
2" 1 2nd THB . THB %
Quarter Quarter | Quarter Million ’ Million YoY
2020 2021 2021 Q0Q QoQ Yoy
Current Assets
Cash and Cash Equivalent 219.38 197.77 20701 925 468 (12.36) 5.64)
Other Current Financial 191.38 4158 4161 0.03 007 | 49.77) (78.26)
Assets
Trade and other 130.84 125.10 149.90 248 19.82 19.06 1457
receivables - include
planters
Short-term loan 13.60 0 0 0 - 13.6) | (100.00
Inventory 45701 560.23 489.08 (71.15) 12.70) 32.06 702
Derivatives Assets 718 222 001 2.21) (99.46) (7.16) 99.83)
Other Current Assets 0 256 253 0.03) (1.06) 253 -
Total Current Assets 1,019.39 92945 890.14 39.31) @423 | 12925 12.68)
Non-Current Assets
Property Land and 41598 763.03 756.64 6.39) 0.84) 340.66 81.89
Equipment
Other Non-Current Assets 111.00 102.32 10450 218 213 6.5) (5.86)
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Total Non-Current Assets 52699 865.35 861.14 421 049 334.15 6341
Total Assets 154638 | 1,79480 | 1,75128 4353) 243 2049 1325
Current Liabilities 8311 17253 11055 (6199 (3593 2744 3301
Non-Current Liabilities 63.25 22105 25349 3244 1467 19025 30081
Total Liabilities 146.35 39359 364.04 (29.55) (751) 21768 14874
Shareholders Equity 1,40002 | 1,40122 | 1,386.85 14.37) .03 1318 0.94)

Please be informed accordingly

Faithfully yours,

Ankoon Pholpipattanaphong

Managing Director




