SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED
AND SUBSIDIARIES
AUDITOR'S REPORT AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2019
INDEPENDENT AUDITOR’S REPORT
To  The Shareholders of SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED
Qualified Audit Opinion

I have audited the consolidated financial statements of SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED AND SUBSIDIARIES (“the Group”) and of SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED (“the Company”) which comprise the consolidated and separate statements of financial position as at December 31, 2019, the consolidated and sperate statements of comprehensive income, changes in shareholders’  equity and cash flows for the year then ended, and notes to financial statements, including a summary of significant accounting policies.

In my opinion, except for the possible effect of the matter described in the Basis for Qualified Opinion , the accompanying consolidated and separate financial statements present fairly, in all material respects, the consolidated and separate financial position as at December 31, 2019 and the consolidated and separate financial performance and  cash flows for the year then ended of SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED and its subsidiaries and of SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED, in accordance with Thai Financial Reporting Standards (“TFRSs”).

Basis for Qualified Audit Opinion 
Insufficient audit evidence

As stated in notes 23 to financial statements, with reference to obligation under rehabilitation plan, I did not receive confirmations from 4, which comprise of principal loan amount Baht 1,506.4 million and accrued interest amount of Baht 284.5 million. In addition, other 5 confirmations of stated the principal amount differently from the book value amount. The book value overstated principal loan of Baht 4,515.2 million and USD 117.2 million and accrued interest of amount Baht 1,697.5 million and USD 13.2 million. Another 2 banks stated that accrued interest is understated by USD 93.7 million. I am unable to obtain any other appropriate audit evidence for satisfaction as to the debt obligations under rehabilitation plan.

Due to impacts that might occur from the results from stated bank confirmations, I am unable to conclude whether or not to adjust the stated transactions, which might have impacts to the financial statements.
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Material uncertainty on going concern 

As at December 31, 2019 and 2018, the consolidated and separate statements of financial position are as follows;

As stated in notes 2 to financial statements, the Group and the Company incurred a loss for the year ended 2019 in the amount of Baht 1,777.0 million and Baht 2,401.8 million respectively. As at December 31, 2019 and 2018, the Group and the Company have operating deficit of Baht 43,415.6 million and Baht 43,907.8 million, respectively and negative shareholders’ equity of Baht 41,258.2 million and Baht 42,294.8 million respectively.
As stipulated in the rehabilitation plan, the Company needs to generate sufficient cash flows to meet both its working capital requirement and for settlement the debts from operation by issuing new share capital, conversion of outstanding debt to equity, as well as seeking new financing. The Company has explained the progress of these activities in notes 2 to financial statements.  However, to consider that the successful of the Plan should have the following events; 1) the Company has made repayments for the outstanding principal to all creditors as stipulated in the Plan in the amount not less than 25% of the outstanding principal and either 2) the Company has obtained new funding from an investor to settle debt which resulting to the shareholders’ equity of the Company becomes positive, or 3) conversion of debt to equity as stipulated in the Plan resulting to the shareholders’ equity of the Company becomes positive. The realizable value of assets may materially less than carrying value of the Group and the Company be unable to continue the operations as a going concern. These consolidated and separate financial statements do not include the reclassification and any adjustments of asset and liabilities which might be necessary should the Group and the Company be unable to operate as rehabilitation plan.

From the aforementioned circumstance, that indicated the material uncertainty of the Group and the Company’s operations as a going concern. Accordingly, my opinion does not change from the stated statements.
Emphasis of Matter
Restated financial statement 

As stated in notes 4 to financial statements in 2019, the Company already adjusted the obligation under rehabilitation plan and financial cost according to the Company plan. The Company brought all facts occurred in the past to present and corrected errors and reclassified all financial statements from 2017. I have already audited and confirm that the Company appropriately adjusted the stated transactions. As the result, I do not express qualify opinion to the stated matter.
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Allowance for doubtful accounts

As stated in notes 6 and 8, the Company had 2 related party receivables amounted to Baht 3,579.9 million that overdue over 12 months. In 2019, the management estimated that chance that those receivables can be collected is rare, so the Company decided to fully set up allowance for doubtful accounts for the whole amount of Baht 3,579.9 million. I do not express a qualify opinion to the stated matter.

Transactions between related parties

I draw your attention to notes 6 to the consolidated and separate financial statements, for the year 2019, the Company had sold goods to related companies and joint venture in the normal course of business totaling Baht 2,253.1 million and Baht 589.7 million respectively, which represented 11.5 percent of the Group’s total sales. 
Provision under guarantee 
As stated in notes 3 (e) to financial statements with reference to Sahaviriya Steel Industries UK’s (“SSI UK”) intended to discontinue its operation and the liquidator have been appointed and entered into control such subsidiary. As a result, the major lender demanded immediate payment of the outstanding balances of borrowings which was secured by SSI UK’s property, plant and equipment and a guarantee by the Company. The major lenders of the subsidiary called for the responsibility of the Company in being a guarantor for the outstanding debts. The Company recorded provisions under guarantees agreement for borrowings of SSI UK in full in 2015 for the amount of Baht 29,976 million. Nevertheless, the lenders may be received the partial repayments from the liquidation in the future. Such amounts will be deducted from the previously recorded provisions under guarantees agreement. Currently, the subsidiary is under liquidation process. 
Collection from related companies receivable

As stated in Note 25 to financial statement, the Company have two related companies receivables, the outstanding balance of such receivables is Baht 3,579.9 million as at December 31, 2019. The Company has fully set up allowance for doubtful loss. Such amount is higher than the amount required to complied in rehabilitation plan, which required the Company to collect from two related companies not less than the amount of Baht 300 million per annum and all outstanding debt balance as at the end of 2019 must not exceeding Baht 2,640.0 million, not complying may cause the default. However, the incident is not the cause of default because Board of creditor not yet notice for such defaulting. Currently, the Company still follow up for collection and negotiate the repayment condition. 
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Key Audit Matters 

Key audit matters are those matters that, in my professional judgment, were of most significance in my audit of the consolidated and separate financial statements of the current period. These matters were addressed in the context of my audit of the consolidated and separate financial statements as a whole, and in forming my opinion thereon, and I do not provide a separate opinion on these matters. In addition to the matters described in the Material Uncertainty Related to Going Concern section, I have determined the matters described below to be the key audit matters to be communicated in my report.

Asset
Impairment of property, plant and equipment

As describe in notes 16 to the financial statements, the Group’s and the Company’s property, plant and equipment which are stated at cost less accumulated depreciation and impairment losses are significant amount. The management exercise judgment in determining the impairment loss due to the recoverable amount of the property, plant and equipment is determined on value in use by estimate future cash flows that the entity expects to derive from the assets which related to the projection of future operating performance, future plan and determination of an appropriate discount rate and key assumptions. Therefore, I have identified that considering the impairment loss of property, plant and equipment is the significant matter that requires special attention in the audit.
My audit procedure on such matter

I verified the impairment of property, plant and equipment by consider and assess the reasonable and supportable assumptions and approaches in preparation of the estimate of future cash inflows or outflows which the Group and the Company expected to derive from the continuing use of the property, plant and equipment. Including assess the Group and the Company’s reasonable discount rate which used for calculation of the recoverable amount of the property, plant and equipment and considered the adequacy of the information disclosure related to impairment of property, plant and equipment.

Other Information 

Management is responsible for the other information. The other information comprise the information included in the annual report of the Group, but does not include the financial statements and my auditor’s report thereon, which is expected to be made available to me after the date of this auditor’s report.

- 5 -

My opinion on the consolidated and separate financial statements does not cover the other information and I do not express any form of assurance conclusion thereon.

In connection with my audit of the consolidated and separate financial statements, my responsibility is to read the other information identified above when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the financial statements or my knowledge obtained in the audit, or otherwise appears to be materially misstated.

When I read the annual report, if I conclude that there is a material misstatement therein, I am required to communicate the matter to those charged with governance and the management of the Group.

Responsibilities of Management and Those Charged with Governance for the Consolidated and Separate Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated and separate financial statements in accordance with TFRSs, and for such internal control as management determines is necessary to enable the preparation of consolidated and separate financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, management is responsible for assessing the Group’s and the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s and the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements 

My objectives are to obtain reasonable assurance about whether the consolidated and separate financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with TSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated and separate financial statements.
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As part of an audit in accordance with TSAs, I exercise professional judgment and maintain professional skepticism throughout the audit. I also: 

· Identify and assess the risks of material misstatement of the consolidated and separate financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

· Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group’s and the Company’s internal control. 

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management.

· Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group’s and Company’s ability to continue as a going concern. If I conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions may cause the Group and the Company to cease to continue as a going concern.
· Evaluate the overall presentation, structure and content of the consolidated and separate financial statements, including the disclosures, and whether the consolidated and separate financial statements represent the underlying transactions and events in a manner that achieves fair presentation.
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· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express an opinion on the consolidated financial statements. I am responsible for the direction, supervision and performance of the group audit. I remain solely responsible for my audit opinion.
I communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control that I identify during my audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical requirements regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on my independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, I determine those matters that were of most significance in the audit of the consolidated and separate financial statements of the current year and are therefore the key audit matters. I describe these matters in my auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, I determine that a matter should not be communicated in my report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.
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