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The interim financial statements issued for Thai regulatory reporting purposes are prepared in the Thai language. These English language financial statements have been prepared from the Thai language statutory financial statements, and were approved and authorised for issue by the Board of Directors 15 May 2012.
1
General information  

Sahaviriya Steel Industries Public Company Limited (the “Company”), is incorporated in Thailand and has its registered office at 28/1 Prapawit Building, 2nd-3rd Floor, Surasak Road, Kwang Silom, Khet Bangrak, Bangkok and its plant located at 9 Moo 7, Ban Klang Na Yai Ploy Road, Tambon Mae Rumphueng, Amphur Bang Saphan, Prachuabkirikhan. The Company, its subsidiaries and its jointly-controlled entities are hereinafter collectively referred to as “the Group”.

The Company was listed on the Stock Exchange of Thailand in September 1994.

The Company’s major shareholders during the financial period were Sahaviriya Group Corporation Limited (28.51% shareholding, incorporated in Thailand), SIX SIS Ltd. (9.55% shareholding, incorporated in Switzerland) and Citibank Nominee Singapore Pte Ltd. (8.92% shareholding, incorporated in Singapore).
The principal businesses of the Company are manufacturing and distribution of hot rolled coils. Details of the Company’s subsidiaries and jointly-controlled entities as at 31 March 2012 and 31 December 2011 were as follows:

	
	
	Country of
	Ownership interest

	Name of the entity
	Type of business
	incorporation
	(%)

	
	
	
	31 March
	
	31 December

	
	
	
	2012
	
	2011

	Direct subsidiaries
	
	
	
	
	

	Prachuap Port Co., Ltd.  
(“PPC”)
	Deep-sea port services 
	Thailand
	51.00
	
	51.00

	West Coast Engineering 

    Co., Ltd. (“WCE”)   
	Maintenance service
	Thailand
	99.99
	
	99.99

	Sahaviriya Steel    

    Industries UK Limited   

   
(“SSI UK”)  

   
	Integrated iron and Production of steel slab
	United Kingdom
	100.00
	
	100.00

	Jointly-controlled entities
	
	
	
	
	

	Direct holding
	
	
	
	
	

	Thai Cold Rolled Steel     

   Sheet Public Co., Ltd.

   (“TCR”)
	Producer of cold rolled coils
	Thailand
	50.15
	
	50.15

	Indirect holding
	
	
	
	
	

	Redcar Bulk Terminal  

 
Limited (“Redcar”)
	Deep-sea port services
	United Kingdom
	50.00
	
	50.00


2
Basis of preparation of the interim financial statements

(a) 
Statement of compliance
The interim financial statements are prepared on a condensed basis in accordance with Thai Accounting Standard (TAS) No. 34 (revised 2009) Interim Financial Reporting; guidelines promulgated by the Federation of Accounting Professions (FAP); and applicable rules and regulations of the Thai Securities and Exchange Commission.
The interim financial statements are prepared to provide an update on the financial statements for the year ended 31 December 2011. They do not include all of the financial information required for full annual financial statements but focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements of the Company, its subsidiaries and its jointly-controlled entities for the year ended 31 December 2011.
The accounting policies and methods of computation applied in these interim financial statements are consistent with those applied in the financial statements for the year ended 31 December 2011.
During 2010, the FAP issued and revised a number of other TFRS which are expected to be effective for financial statements beginning on or after 1 January 2013 and have not been adopted in the preparation of these interim financial statements. These new and revised TFRS are disclosed in note 22.

(b)
Presentation currency 

The financial statements are prepared and presented in Thai Baht. All financial information presented in Thai Baht has been rounded to the nearest thousand unless otherwise stated. 
(c)
Use of estimates and judgements

The preparation of interim financial statements in conformity with TFRS requires management to make judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
Preparing these interim financial statements, the significant judgements made by management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to the financial statements for the year ended 31 December 2011.
Judgements

The key judgements made in applying accounting policies that have the most significant effect on the amounts recognised in these interim financial statements are as follows: 

Note 3
Acquisitions

Note 13
Measurement of defined benefit obligations

Current operations
The Group incurred a net loss of Baht 2,828 million during the three-month period ended 31 March 2012 (2011: net profit of Baht 271 million (excluding gain on business acquisition of Baht 5,271 million)) and, as of that date, the Group’s current liabilities exceeded current assets by Baht 7,567 million (excluding subordinated loan from a related company of Baht 1,635 million) (31 December 2011: Baht 4,641 million (excluding subordinated loan from a related company of Baht 1,410 million)).
On 24 March 2011, SSI UK completed the acquisition of the SSI Teesside (formerly known as Teesside Cast Products) business from Tata Steel UK Limited (“TSUK”) for a cash consideration of USD 684 million (Baht 20,487 million). The Company and SSI UK entered into various loan agreements to fund the acquisition and to support the revised restart plan. 

At the acquisition date, the Teesside plant had been mothballed since 2010 and as of 31 December 2011, it was in the process restarting preparation under a revised restart plan. And on 18 April 2012, SSI Teesside successfully restarted the steel production. The completion of the acquisition and the delays of the restart date significantly impacted the Group's liquidity and financial performance. 

Group management is taking steps to improve the Group's liquidity and financial performance, operating cash flows and financial position of the Group, ensuring the ongoing financial support from the Group’s bankers and assessing the availability of financing from other resources. During the three-month period ended 31 March 2012, SSI UK obtained USD 75 million (Baht 2,324 million) of additional funding from Sahaviriya Inter Steel Holdings Limited (a related party) and USD 190 million (Baht 5,888 million) of additional funding from the Group’s bankers (USD 90 million capital expenditure loan for Blast Furnace and USD 100 million short-term loan) as detailed in Note 11. The Group intends to maintain its strong business relationship with the bankers to maintain their continuing support and remains in active discussions to keep them appraised of the Group’s financial performance, position and outlook.  
The uncertainties described above may affect the ultimate recovery of the carrying value of the investment in SSI UK (Baht 12,256 million) in the financial statements of the Company, the carrying amounts of the SSI Teesside operating assets (Baht 41,364 million) included in the consolidated financial statements of the Group at 31 March 2012 and the liquidity and cash flows of the Group for all financial commitments. The consolidated financial statements do not include any adjustments that would otherwise be required if the SSI UK business does not operate profitably as planned or on-going support by the banks is discontinued.

3 
Acquisitions

The acquisition of an integrated iron and steel making plant and execution of associated loan agreements

On 24 March 2011, SSI UK completed the acquisition of the SSI Teesside (formerly known as Teesside Cast Products) business from TSUK for a cash consideration of USD 684 million (Baht 20,487 million), which, under the accounting treatment prescribed by TFRS 3 (revised 2009) Business Combinations, resulted in the recognition of a “gain on business acquisition” of Baht 5,271 million during the year ended 31 December 2011, as follows:
The following summarises the major classes of consideration transferred, and the recognised amounts of assets acquired and liabilities assumed at the acquisition date:
	
	Recognised
	
	Fair value
	
	Carrying

	
	value
	
	adjustment
	
	amount

	
	(in thousand Baht)

	Inventories
	5,912,161
	
	(1,026,376)
	
	6,938,537

	Property, plant and equipment
	24,529,041
	
	10,980,801
	
	13,548,240

	Environmental liabilities and others
	(1,637,463)
	
	(1,637,463)
	
	-

	Tax obligations arising from the assets valuation
	(3,045,725)
	
	(3,045,725)
	
	-

	Net identifiable assets and liabilities
	25,758,014
	
	5,271,237
	
	20,486,777

	Interest acquired
	100%
	
	
	
	

	Net identifiable assets and  liabilities-acquired
	25,758,014
	
	
	
	

	Gain on business acquisition
	(5,271,237)
	
	
	
	

	Total consideration
	20,486,777
	
	
	
	


The Company and SSI UK completed their review of the identifiable assets and liabilities, as permitted under TFRS 3 concluding that no further adjustment was required in respect of the assessed fair values disclosed above, subsequent to the issue of the consolidated interim financial statements for the three-month period ended 31 March 2011.  Hence, the reported consolidated statements of income and comprehensive income of the Group for the three-month period ended 31 March 2011 has been restated accordingly and as shown below:
	
	
	
	As stated
	
	

	
	
	
	originally
	
	Revised

	
	
	
	(in thousand Baht)

	For the three-months period ended 
31 March 2011
	
	
	
	
	

	Gain on business acquisition
	
	
	-
	
	(5,271,237)


The gain on business acquisition was primarily a result of the Group concluding the acquisition cost lower than what would have been spent to construct similar facilities. In addition, the TCP was classified by the previous owners as a non-core asset and was sold within a tight timeframe.

As noted in Note 2, the SSI UK had successfully restarted the steel production on 18 April 2012. 

4
Related parties

For the purposes of these financial statements, parties are considered to be related to the Group if the Group has the ability, directly or indirectly, to control or joint control the party or exercise significant influence over the party in making financial and operating decisions, or vice versa, or where the Group and the party are subject to common control or common significant influence. Related parties may be individuals or other entities. Relationships with related parties were as follows:

	Name of entities


	Country of incorporation/ nationality
	Nature of relationships

	
	
	

	Prachuap Port Company Limited 
	Thailand
	Direct subsidiary, 51.00% shareholding and common director 

	West Coast Engineering  Company Limited
	Thailand
	Direct subsidiary, 99.99% shareholding and  common director

	Sahaviriya Steel Industries UK Limited
	United Kingdom
	Direct subsidiary, 100.00% shareholding and common director

	Thai Cold Rolled Steel Sheet Public Company Limited
	Thailand
	Jointly controlling shareholder, 50.15% shareholding

	Redcar Bulk Terminal Limited
	United

Kingdom
	Jointly controlling shareholder, 50.00% indirectly-held shareholding

	Thai Coated Steel Sheet 
Co., Ltd.
	Thailand
	Shareholding by the Company and common directors

	Bangsaphan Barmill Public Company Limited
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	B.S. Metal Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	Sahaviriya Plate Mill Public Company Limited
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	Prapawit Building Property 
Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s directors(s)

	Western Housing Co., Ltd.
	Thailand
	Common directors and direct shareholding by the Company’s directors(s)

	Sahaviriya Steel Group 
Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	C.A.R. Services Co., Ltd.
	Thailand
	The direct and indirect shareholding by the Company’s director(s)

	Sahaviriya Panich International Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s directors(s)

	Line Transport Co., Ltd.
	Thailand
	Common directors with the subsidiary and direct and indirect shareholding by the Company’s director(s)

	Saha Special Steel Co.,Ltd (formerly name B.P. Wire      

      Rod Co., Ltd.)
	Thailand
	The direct and indirect shareholding by the Company director(s)

	Bangpakong Lighter Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	Bangpakong Port Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)


	Name of entities


	Country of incorporation/ nationality
	Nature of relationships

	
	
	

	Bangsaphan Transport Co., Ltd.
	Thailand
	The direct and indirect shareholding by the Company’s director(s)

	Prachuap Bangsaparn Co.,Ltd (formerly name Prachuap     

      S.M.O. Co., Ltd.)
	Thailand
	Indirect shareholding by the Company director(s)

	Sahaviriya Iron and Steel 
Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	Thai Steel Sales Co., Ltd.
	Thailand
	Common directors and direct and indirect shareholding by the Company’s director(s)

	Prachuap Pattana Development Co., Ltd.)
	Thailand
	Common directors and direct shareholding by the Company’s directors(s)

	Bangpakong  Karnyotha 
Co., Ltd.
	Thailand
	Indirect shareholding by the Company director(s)

	Sahaviriya Inter Steel Holdings Co., Ltd.
	Thailand


	Common directors and direct and indirect

	Key management personnel
	Thailand
	Shareholding by the Company’s directors(s)

Persons having authority and responsibility for planning directing and controlling the activities of the entity, directly or indirectly, including and director (whether executive or otherwise) of the Group.




The pricing policies for particular types of transactions are explained further below:

	
	Transactions with  the Company, subsidiary companies and jointly-controlled entities
	Transactions with related companies

	
	
	

	Sale of goods
	Third party pricing used, dependent on volume and relevant market considerations.
	Third party pricing used, dependent on volume and relevant market considerations.

	Rendering of port services
	Port services rendered are charged based on Ministry of Transportation-determined rates, dependent on service volume and relevant market considerations.
	Port services rendered are charged based on Ministry of Transportation-determined rates, dependent on service volume and relevant market considerations.

	Rendering of other services
	Charges for rendering of services and maintenance-related services are based on agreements.
	Charges for rendering of services and maintenance-related services are based on agreements.

	Other income
	Sales of scrap material are priced based on scrap weight and the prices set by the Company. Revenue from providing management staff to subsidiaries and jointly-controlled entities are based on agreements.
	Sales of scrap material are priced based on scrap weight and the prices set by the Company. 
Revenue from providing management staff to related parties are based on agreements.

	Purchase of goods
	The fees charged by subsidiaries for parts and spare parts production are based on third party prices under terms and conditions normally applicable to similar transactions. Purchases of rolls are changed on agreed prices.
	

	Receiving of other services
	Maintenance-related services are charged based on long-term maintenance service agreements. The term of the agreement can be modified according to business circumstances. 
	Transportation charges are based on agreements, dependent on cargo weight and distance. Warehouse rental is charged based on rental agreements. Cut sheet services are charged based on agreements. Rental charges for staff accommodation are fixed on an annual basis and agreed with the lessor.

	Receiving of port services
	Port services rendered are charged based on Ministry of Transportation-determined rates, dependent on service volume and relevant market considerations.
	

	Selling and administrative expense
	Port services rendered are charged based on Ministry of Transportation-determined rates, dependent on service volume and relevant market considerations.
	Domestic transportation services are charged based on agreements, dependent on cargo weight and distance. Office rental is charged based on rental agreements. Rental charges for staff accommodation are fixed on an annual basis and agreed with the lessor. Commission expense is charged based on agreements.


Significant transactions for the three-month periods ended 31 March 2012 and 2011 with related parties are summarized as follows:

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Subsidiaries
	
	
	
	
	
	
	

	Purchases of goods and receiving of services
	-
	
	-
	
	106,797
	
	132,404

	Other income
	-
	
	-
	
	1,941
	
	1,270

	Selling and administrative expense
	-
	
	-
	
	-
	
	76

	
	
	
	
	
	
	
	

	Jointly-controlled entities
	
	
	
	
	
	
	

	Sales of goods 
	1,066,300
	
	1,608,011
	
	1,065,623
	
	1,607,215

	Rendering of service
	12,610
	
	14,456
	
	-
	
	-

	Other income
	4,703
	
	4,722
	
	4,703
	
	4,722

	Selling and administrative expense
	130
	
	-
	
	130
	
	-

	
	
	
	
	
	
	
	

	Related companies
	
	
	
	
	
	
	

	Sales of goods 
	7,835,221
	
	8,025,500
	
	7,835,221
	
	8,025,474

	Rendering of service
	4,290
	
	7,539
	
	-
	
	-

	Purchases of goods and receiving of services
	36,188
	
	29,312
	
	36,103
	
	29,288

	Other income
	9,267
	
	6,221
	
	8,926
	
	5,904

	Selling and administrative expenses
	60,772
	
	83,107
	
	59,994
	
	82,463

	Finance costs
	29,633
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	

	Key management personnel
	
	
	
	
	
	
	

	Key management personnel compensation
	
	
	
	
	
	
	

	   Short-term benefits
	27,538
	
	18,546
	
	19,163
	
	12,116

	   Statutory severance pay
	488
	
	442
	
	383
	
	348

	   Other long-term benefits
	9
	
	8
	
	6
	
	5

	Total key management personnel compensation
	28,035
	
	18,996
	
	19,552
	
	12,469


Balances as at 31 March 2012 and 31 December 2011 with related parties are as follows:

	Trade accounts receivable from
	Consolidated
	
	Separate

	
related parties
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Jointly-controlled entities
	
	
	
	
	
	
	

	Thai Cold Rolled Steel Sheet 
Public Company Limited
	145,476
	
	10,313
	
	135,392
	
	-

	
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	B.S. Metal Co., Ltd.
	1,476,544
	
	1,519,677
	
	1,476,544
	
	1,519,677

	Sahaviriya Panich International Co., Ltd.
	1,393,477
	
	1,363,876
	
	1,393,477
	
	1,363,876

	Others
	3,548
	
	3,997
	
	-
	
	-

	
	3,019,045
	
	2,897,863
	
	3,005,413
	
	2,883,553

	Less allowance for doubtful accounts
	-
	
	-
	
	-
	
	-

	Net
	3,019,045
	
	2,897,863
	
	3,005,413
	
	2,883,553


	Other receivables from related parties
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Subsidiaries
	
	
	
	
	
	
	

	Prachuap Port Company Limited
	5,802
	
	-
	
	13,992
	
	64

	West Coast Engineering  Company Limited
	-
	
	-
	
	5,201
	
	5,141

	Sahaviriya Steel Industries UK Limited
	-
	
	    -
	
	4,381,397
	
	796,199

	  
(includes an advance payment for the 
	
	
	
	
	
	
	

	
  purchase of goods and others 
	
	
	
	
	
	
	

	         amounted to Baht 3,863 million in
	
	
	
	
	
	
	

	           2012 and Baht 310 million in 2011)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Jointly-controlled entities
	
	
	
	
	
	
	

	Thai Cold Rolled Steel Sheet 
Public Company Limited
	233
	
	403
	
	233
	
	403

	
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	Others
	5,910
	
	254
	
	5,786
	
	136

	Total 
	11,945
	
	657
	
	4,406,609
	
	801,943


	Accrued income
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Subsidiaries
	
	
	
	
	
	
	

	West Coast Engineering  Company Limited
	-
	
	-
	
	532
	
	568

	
	
	
	
	
	
	
	

	Jointly-controlled entities
	
	
	
	
	
	
	

	Thai Cold Rolled Steel Sheet 
	
	
	
	
	
	
	

	   Public Company Limited
	1,671
	
	2,010
	
	232
	
	546

	
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	Thai Coated Steel Sheet Company Limited
	5,023
	
	3,365
	
	5,023
	
	3,365

	Bangsaphan Barmill Public Company Limited
	2,545
	
	3,283
	
	2,545
	
	3,283

	B.S. Metal Co., Ltd.
	281
	
	119
	
	281
	
	119

	Total 
	9,520
	
	8,777
	
	8,613
	
	7,881


	Trade accounts payable to related parties
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Subsidiaries
	
	
	
	
	
	
	

	Prachuap Port Company Limited
	-
	
	-
	
	11,424
	
	5,926

	West Coast Engineering  Company Limited
	-
	
	-
	
	28,584
	
	19,358

	
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	Line Transport Co., Ltd.
	10,335
	
	5,690
	
	10,335
	
	5,690

	B.S. Metal Co., Ltd.
	850
	
	2,181
	
	850
	
	2,181

	Bangpakong Lighter Co., Ltd.
	6,079
	
	1,012
	
	6,079
	
	1,012

	Others
	-
	
	654
	
	-
	
	649

	Total 
	17,264
	
	9,537
	
	57,272
	
	34,816


	Other accounts payable and short-term loans from related parties
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Comprising:
	
	
	
	
	
	
	

	Other payables to related parties
	202,590
	
	48,691
	
	88,630
	
	35,499

	Short-term loans from related parties
	1,634,684
	
	1,410,258
	
	-
	
	-

	Total 
	1,837,274
	
	1,458,949
	
	88,630
	
	35,499


	Other accounts payable to related parties
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Subsidiaries
	
	
	
	
	
	
	

	Prachuap Port Company Limited
	-
	
	-
	
	3,901
	
	8,823

	West Coast Engineering  Co., Ltd.
	-
	
	-
	
	1,997
	
	11,580

	
	
	
	
	
	
	
	

	Jointly-controlled entities
	
	
	
	
	
	
	

	Thai Cold Rolled Steel Sheet 
Public Company Limited
	35
	
	254
	
	35
	
	29

	
	
	
	
	
	
	
	

	Other related parties
	
	
	
	
	
	
	

	Line Transport Company Limited
	9,713
	
	12,904
	
	9,713
	
	12,878

	Bangpakong Lighter Company Limited
	6,865
	
	918
	
	6,865
	
	918

	Sahaviriya Panich International Company Limited
	61,499
	
	-
	
	61,499
	
	-

	Prapawit Building Property Company Limited
	1,401
	
	1,371
	
	1,138
	
	1,157

	Sahaviriya Inter Steel Holdings Company Limited



	63,187
	
	32,921
	
	-
	
	-

	Others
	59,890
	
	323
	
	3,482
	
	114

	Total 
	202,590
	
	48,691
	
	88,630
	
	35,499

	
	
	
	

	Short-term loans from related parties
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Other related parties
	
	
	
	
	
	
	

	Sahaviriya Inter Steel Holdings 

   Company Limited
	1,634,684
	
	1,410,258
	
	-
	
	-


Movement during the three-month periods ended 31 March 2012 and 2011 of the short-term loan from related party were as follows:

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Other related parties
	
	
	
	
	
	
	

	At 1 January
	1,410,258
	
	-
	
	-
	
	-

	Increased
	224,426
	
	-
	
	-
	
	-

	At 31 March
	1,634,684
	
	-
	
	-
	
	-


Agreements with related party

Slab offtake agreement

The Company entered into a slab offtake agreement with SSI UK for a minimum purchase commitment of 1,500,000 metric tons per year or such quantities to ensure 2,500,000 metric tons per year of slab sales from SSI UK inclusive of third party sales, with prices determined on an arm’s length basis at market price. The offtake agreement becomes effective in April 2012 and terminates in April 2019 (or 7 years). Both parties can agree in writing to terminate the agreement. 
Port service agreement
The Company’s subsidiary, SSI UK, entered into a port service agreement with Redcar Bulk Terminal Limited, which is a its jointly-controlled entity, with a minimum volume for raw materials and finished goods commitment of 10 million tonnes per year, with prices determined on an arm’s length basis at market price.  The subsidiary does not have any termination rights under this service agreement.   

Repair and maintenance service agreement

During the first quarter of 2012, the Company has revised and amended the repair and maintenance agreement made with a subsidiary for which the 2012 annual fees has been decreased by 63 million. This is in connection with the subsidiary’s machines and equipment of Baht 18 million will be sold to the Company.

5
Trade accounts receivable

	
	
	Consolidated
	
	Separate

	
	
	financial statements
	
	financial statements

	
	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	Note
	2012
	
	2011
	
	2012
	
	2011

	
	
	(in thousand Baht)

	Related parties
	4
	3,019,045
	
	2,897,863
	
	3,005,413
	
	2,883,553

	Other parties
	
	2,422,043
	
	2,625,766
	
	544,435
	
	310,997

	
	
	5,441,088
	
	5,523,629
	
	3,549,848
	
	3,194,550

	Less allowance for doubtful
	
	
	
	
	
	
	

	         accounts
	(283,809)
	
	(283,809)
	
	(283,809)
	
	(283,809)

	Net
	
	5,157,279
	
	5,239,820
	
	3,266,039
	
	2,910,741

	Bad and doubtful debts expense for

  three-month periods ended 31 March
	-
	
	-
	
	-
	
	-


Aging analyses for trade accounts receivable are as follows:

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2011
	
	2010

	
	(in thousand Baht)

	Related parties
	
	
	
	
	
	
	

	Within credit terms
	1,812,487
	
	1,541,837
	
	1,805,991
	
	1,532,346

	Overdue:
	
	
	
	
	
	
	

	
Less than 3 months
	1,206,558
	
	1,353,945
	
	1,199,422
	
	1,351,207

	  3-6 months
	-
	-
	1,010
	-
	-
	
	-

	  6-12 months
	-
	
	1,071
	
	-
	
	-

	
	3,019,045
	
	2,897,863
	
	3,005,413
	
	2,883,553

	Less allowance for doubtful accounts
	-
	
	-
	
	-
	
	-

	
	3,019,045
	
	2,897,863
	
	3,005,413
	
	2,883,553

	
	
	
	
	
	
	
	

	Other parties
	
	
	
	
	
	
	

	Within credit terms
	2,128,854
	
	2,336,187
	
	260,626
	
	27,188

	Overdue:
	
	
	
	
	
	
	

	
Less than 3 months
	8,316
	
	5,770
	
	-
	
	-

	
3-6 months
	1,064
	
	-
	
	-
	
	-

	
Over 12 months
	283,809
	
	283,809
	
	283,809
	
	283,809

	
	2,422,043
	
	2,625,766
	
	544,435
	
	310,997

	Less allowance for doubtful accounts
	(283,809)
	
	(283,809)
	
	(283,809)
	
	(283,809)

	
	2,138,234
	
	2,341,957
	
	260,626
	
	27,188

	Net
	5,157,279
	
	5,239,820
	
	3,266,039
	
	2,910,741


The normal credit terms granted by the Group ranges from 30 to 120 days.  

6
Inventories

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Finished goods
	5,910,764
	
	5,957,605
	
	5,933,130
	
	5,980,581

	Work in progress 
	10,901
	
	7,937
	
	-
	
	-

	Raw materials 
	9,486,010
	
	13,248,426
	
	4,383,065
	
	8,005,263

	Spare parts and factory supplies
	2,398,906
	
	2,411,634
	
	1,245,474
	
	1,313,306

	Goods in transit
	83,892
	
	4,858,037
	
	83,892
	
	4,858,037

	
	17,890,473
	
	26,483,639
	
	11,645,561
	
	20,157,187

	Less allowance for decline in value
	(907,141)
	
	(1,306,095)
	
	(276,345)
	
	(642,410)

	Net
	16,983,332
	
	25,177,544
	
	11,369,216
	
	19,514,777


7
Investments in subsidiaries 
	


	
	
	
	
	Separate 

financial statements

	
	
	
	
	
	2012
	
	2011

	
	
	
	
	
	(in thousand Baht)

	For the three-month periods ended 31 March 
	
	
	
	
	
	

	At 1 January
	
	
	
	
	12,534,552
	
	   325,652

	Acquisitions
	
	
	
	
	-
	
	12,197,698

	At 31 March
	
	
	
	
	12,534,552
	
	 12,523,350


Investments in subsidiaries as at 31 March 2012 and 31 December 2011, and dividend income from those investments for the three-month periods ended 31 March 2012 and 2011 were as follows: 
	
	Separate financial statements

	
	Ownership interest
	Paid-up capital
	
	Cost
	
	Impairment
	
	Cost – net of impairment
	
	Dividend income

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

	Subsidiaries
	2012
	
	2011
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011

	
	(%)
	(in thousand Baht)

	Prachuap Port Company Limited
	51.00
	
	51.00
	400,000
	
	400,000
	
	204,000
	
	204,000
	
	-
	
	-
	
	204,000
	
	204,000
	
	-
	
	25,500

	West Coast Engineering  
Co., Ltd.
	99.99
	
	99.99
	75,000
	
	75,000
	
	75,000
	
	75,000
	
	-
	
	-
	
	75,000
	
	75,000
	
	-
	
	-

	Sahaviriya Steel Industries UK Limited
	100.00
	
	100.00
	GBP

247.6

 million
	
	GBP

247.6

 million
	
	12,255,552
	
	12,255,552
	
	-
	
	-
	
	12,255,552
	
	12,255,552
	
	-
	
	-

	Total
	
	
	
	
	
	
	
	12,534,552
	
	12,534,552
	
	-
	
	-
	
	12,534,552
	
	12,534,552
	
	-
	
	25,500


At the Board of Directors’ Meeting held on 11 August 2011, the directors approved SSI to invest up to USD 60 million in SSI UK from the proceeds of the convertible debenture issue. As at 31 March 2012 and 31 December 2011, the Company has not issued the convertible debentures and hence has not increased the equity investment in SSI UK.

At 31 March 2012 and 31 December 2011, entire common shares of the Company in Sahaviriya Steel Industries UK Limited (of 247,600 shares) have been pledged as collateral against the banks.  Also on 20 October 2011, the Board of Directors approved SSI to pledge the additional of shares in Sahaviriya Steel Industries UK Limited, to be acquired in the future, as collateral against the banks.
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Investments in jointly-controlled entities

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	For the three-month periods ended
	
	
	
	
	
	
	

	   31 March
	
	
	
	
	
	
	

	At 1 January
	4,683,314
	
	4,045,306
	
	4,502,797
	
	4,502,797

	Acquisitions
	-
	
	765,911
	
	-
	
	-

	Share of net profit of equity - accounted jointly-controlled entities
	35,040
	
	17,569
	
	-
	
	-

	At 31 March
	4,718,354  
	
	4,828,786  
	
	4,502,797
	
	4,502,797


Investments in jointly-controlled entities as 31 March 2012 and 31 December 2011, and dividend income from those investments for the three-month periods ended 31 March 2012 and 2011 were as follows:

	Jointly-
controlled 
entities
	Consolidated financial statements

	
	Ownership

Interest
	
	Paid-up capital
	
	Cost
	
	Equity 
	
	Impairment
	
	Equity – net of

impairment
	
	Dividend income 

for the three-month 

periods ended

	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31

December

2011
	
	31 

March

2012
	
	31 

March

2011

	
	(%)
	(in thousand Baht)

	Thai Cold Rolled Steel Sheet Public Company Limited
	50.15
	
	50.15
	
	10,703,000
	
	10,703,000
	
	5,440,922
	
	5,440,922
	
	        4,041,303
	
	4,021,989
	
	-
	
	-
	
	4,041,303
	
	4,021,989
	
	-
	
	-

	Redcar Bulk Terminal Limited
	50.00
	
	50.00
	
	GBP 26.5

 million
	
	GBP 26.5

 million
	
	767,624
	
	767,624
	
	677,051
	
	661,325
	
	-
	
	-
	
	677,051
	
	661,325
	
	-
	
	-

	Total
	
	
	
	
	
	
	
	
	6,208,546
	
	6,208,546
	
	4,718,354
	
	4,683,314
	
	-
	
	-
	
	4,718,354
	
	4,683,314
	
	-
	
	-


In 2011, a subsidiary of the Company has pledged all common shares in a jointly-controlled entity, Redcar Bulk Terminal Limited, as collateral against credit facilities provided by the banks.

	Jointly-


   controlled 
entities
	Separate financial statements

	
	Ownership interest
	
	Paid-up capital
	
	Cost
	
	Impairment
	
	Cost – net of impairment
	
	Dividend income

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

	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011

	
	(%)
	
	(in thousand Baht)

	Thai Cold Rolled Steel Sheet Public Company Limited
	50.15
	
	50.15
	
	10,703,000
	
	10,703,000
	
	5,440,922
	
	5,440,922
	
	938,125
	
	938,125
	
	4,502,797
	
	4,502,797
	
	-
	
	-

	Total
	
	
	
	
	
	
	
	
	5,440,922
	
	5,440,922
	
	938,125
	
	938,125
	
	4,502,797
	
	4,502,797
	
	-
	
	-


Contingent liabilities and commitments relating to the jointly-controlled entities:

	
	31 March  2012
	
	31 December 2011

	
	
	
	

	Contingent liabilities directly incurred by the Group
	
	
	

	Group’s share of the jointly-controlled entities’ contingent liabilities
	Baht 92 million and USD 7 million
	
	Baht 22 million and USD 7 million

	
	
	
	

	Capital commitments in relation to interest in joint ventures 
	
	
	

	Group’s share of the jointly-controlled entities according to
	
	
	

	   -  in capital commitments
	Baht 36 million, USD 0.4 million, Yen 163 million and Euro 0.4 million
	
	Baht 31 million, USD 0.5 million, Yen 165 million and Euro 0.3 million

	
	
	
	

	   -  in non-cancellable operating lease commitments
	Baht 13 million
	
	Baht 14 million

	
	
	
	

	   -  in raw materials purchases
	Baht 36 million and USD 5.4 million
	
	Baht 30 million and USD 4 million
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Other long-term investments

Other long-term investments as at 31 March 2012 and 31 December 2011, and dividend income from those investments for the three-month periods ended             31 March 2012 and 2011 were as follows:
	
	Consolidated financial statements

	
	Ownership interest
	
	Paid-up capital
	
	Cost
	
	Impairment
	
	Cost – net of impairment
	
	Dividend income

	
	31 

March
	
	31 December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

March

	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011

	
	(%)
	
	(in thousand Baht)

	Thai Coated Steel Sheet Company Limited
	3.70
	
	3.70
	
	2,206,900
	
	2,206,900
	
	294,000
	
	294,000
	
	294,000
	
	294,000
	
	-
	
	-
	
	-
	
	-

	Total
	
	
	
	
	
	
	
	
	294,000
	
	294,000
	
	294,000
	
	294,000
	
	-
	
	-
	
	-
	
	-


	
	Separate financial statements

	
	Ownership interest
	
	Paid-up capital
	
	Cost
	
	Impairment
	
	Cost – net of impairment
	
	Dividend income

	
	31 

March
	
	31 December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

December
	
	31 

March
	
	31 

March

	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011

	
	(%)
	
	(in thousand Baht)

	Thai Coated Steel Sheet Company Limited
	3.70
	
	3.70
	
	2,206,900
	
	2,206,900
	
	294,000
	
	294,000
	
	294,000
	
	294,000
	
	-
	
	-
	
	-
	
	-

	Total
	
	
	
	
	
	
	
	
	294,000
	
	294,000
	
	294,000
	
	294,000
	
	-
	
	-
	
	-
	
	-


10
Property, plant and equipment

Acquisitions, disposals and transfers of property, plant and equipment, including assets acquired under the Acquisition (as discussed in Note 3), during the three-month periods ended 31 March 2012 and 2011 were as follows:

	
	Consolidated financial statements

	
	2012
	
	2011

(Restated)

	
	
	
	Disposals and
	
	
	
	Disposals and

	
	Acquisitions
	
	Transfers  out 
	
	Acquisitions
	
	transfers out 

	
	and transfers
	
	- net book
	
	and transfers
	
	- net book

	
	in - at cost
	
	value
	
	in - at cost
	
	value

	
	(in thousand Baht)

	Land
	-
	
	-
	
	1,239,735
	
	-

	Building and building improvement
	           1,397
	
	-
	
	269,363
	
	-

	Machinery and equipment in production/service line
	32,444
	
	11,736
	
	8,192,555
	
	11

	Construction in
	
	
	
	
	
	
	

	   progress/installation
	2,188,004
	
	23,392
	
	15,117,428
	
	2,270

	Equipment in transit
	239,599
	
	19,839
	
	19,131
	
	25,767

	Others
	8,110
	
	9
	
	10,328
	
	7

	Total 
	2,469,554
	
	54,976
	
	24,848,540
	(a)
	28,055


	
	Separate financial statements

	
	2012
	
	2011

	
	
	
	Disposals and
	
	
	
	Disposals and

	
	Acquisitions
	
	Transfers  out 
	
	Acquisitions
	
	transfers out 

	
	and transfers
	
	- net book
	
	and transfers
	
	- net book

	
	in - at cost
	
	value
	
	in - at cost
	
	value

	
	(in thousand Baht)

	Land
	-
	
	-
	
	750
	
	-

	Building and building improvement
	1,064
	
	-
	
	507
	
	-

	Machinery and equipment in production/service line
	29,607
	
	11,730
	
	7,173
	
	-

	Construction in progress/installation
	13,179
	
	21,743
	
	22,377
	
	1,617

	Equipment in transit
	8,004
	
	19,839
	
	19,131
	
	25,767

	Others
	7,661
	
	9
	
	9,479
	
	2

	Total 
	59,515
	
	53,321
	
	59,417
	
	27,386


(a) Included the impact of fair value exercise amounted to Baht 10,981 million (Note 3).
In October 2006, the FAP issued Notification No. 25/2549 allowing entities which carry their assets at revalued amounts to calculate depreciation to be charged to the income statements based on the historical cost of the assets instead of on the revalued amounts. TAS 16 (Revised 2009) Property, Plant and Equipment, states that depreciation shall be recognized within profit or loss. During 2011, the FAP issued a notification allowing entities to continue the existing method for another period of 5 years or less. The Group has decided to follow this notification. However, had the depreciation charge been calculated based on the revalued amounts, net income and earnings per share attributable to equity owners of the Company would have been affected as follows:

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	
	31 

March
	
	31 

March
	
	31 

March
	
	31 

March

	
	2012
	
	2011
	
	2012
	
	2011

	
	

	Decrease in profit for the periods 

  (in thousand Baht) 
	85,123
	
	90,341
	
	80,680
	
	85,937

	Decrease in earnings per share 

  (Baht per share)
	0.005
	
	0.006
	
	0.004
	
	0.006


As at 31 March 2012, the Group have mortgaged/pledged assets amounting to approximately Baht 77,868.9 Million (31 December 2011: Baht 80,824.9 million) (the Company: Baht 39,256.9 million) (31 December 2011: Baht 42,758.1 million) as collateral against bank overdrafts, short-term loans and long-term loans from financial institutions, as described in Note 11.
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Interest-bearing liabilities 

	
	
	Consolidated 

financial statements 
	
	Separate 

financial statements 

	
	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	Note
	2012
	
	2011
	
	2012
	
	2011

	
	
	(in thousand Baht)

	Current
	
	
	
	
	
	
	
	

	Short-term loans from financial institutions - secured
	
	22,185,342
	
	22,838,581
	
	16,031,460
	
	16,683,918

	Current portion of long-term loans from financial institutions - secured
	
	1,722,995
	
	1,422,914
	
	1,567,893
	
	1,282,304

	Short-term loans from related 
	
	
	
	
	
	
	
	

	parties - unsecured
	4
	1,634,684
	
	1,410,258
	
	-
	
	-

	Current portion of finance lease liabilities
	
	4,716
	
	4,648
	
	-
	
	-

	Current portion of liabilities under hire purchase agreements
	
	5,980
	
	5,589
	
	5,128
	
	4,738

	Total
	
	25,553,717
	
	25,681,990
	
	17,604,481
	
	17,970,960


	
	
	Consolidated 

financial statements 
	
	Separate 

financial statements 

	
	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	Note
	2012
	
	2011
	
	2012
	
	2011

	
	
	(in thousand Baht)

	Non-current
	
	
	
	
	
	
	
	

	Long-term loans from financial institutions – secured
	
	21,346,065
	
	19,625,145
	
	9,192,104
	
	9,497,288

	Finance lease liabilities 
	
	8,294
	
	9,499
	
	-
	
	-

	Liabilities under hire purchase   agreements
	
	6,199
	
	6,011
	
	5,545
	
	5,144

	Total
	
	21,360,558
	
	19,640,655
	
	9,197,649
	
	9,502,432


The periods to maturity of interest-bearing liabilities, excluding finance lease liabilities and liabilities under hire purchase agreements, as at 31 March 2012 and 31 December 2011 were as follows:
	
	Consolidated 

financial statements 
	
	Separate 

financial statements 

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Within one year 
	25,543,021
	
	25,671,753
	
	17,599,353
	
	17,966,222

	After one year but within five years
	16,778,687
	
	14,960,982
	
	7,081,464
	
	6,863,589

	After five years
	4,567,378
	
	4,664,163
	
	2,110,640
	
	2,633,699

	Total
	46,889,086
	
	45,296,898
	
	26,791,457
	
	27,463,510


Secured interest-bearing liabilities as at 31 March 2012 and 31 December 2011 were secured on the following assets:
	
	Consolidated 

financial statements 
	
	Separate 

financial statements 

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Property, plant and equipment
	50,248,962
	
	49,225,130
	
	16,796,314
	
	16,993,930

	Investments in subsidiaries and   

   associates
	12,932,604
	
	12,916,877
	
	12,255,552
	
	12,255,552

	Inventories
	14,687,305
	
	18,682,910
	
	10,204,996
	
	13,508,579

	Total
	77,868,871
	
	80,824,917
	
	39,256,862
	
	42,758,061



During the three-month period ended 31 March 2012, SSI UK entered into the following loan agreements:
11.1
SSI UK USD 790 million debt faciliies (amendment to the previous USD 600 million facility available in 2011)
	Facilities received
	Main conditions/Other conditions

	Lenders: 3 commercial banks

Facility A: USD 250 million:

USD Term loans to finance the Acquisition purchase price and investment in Redcar. Repayable in 5-7 years, first repayment 27 months after first draw-down.

Facility B: USD 150 million:

USD term loan to finance capital expenditure and start-up costs. Repayable in 7 years, first repayment 27 months after first draw-down of facility A.

Facility C: USD 90 million:

USD term loan to finance capital expenditure. Repayable in 4 (C1) or 7 (C2) years, first repayment 27 months after first draw-down of facility A.
Revolving Facility 1: USD 200 million:

Revolving facility to pay first TCP Working Capital purchase price adjustment, L/C amounts in respect of capital expenditure and start up costs and general corporate purposes. Principal repayable at end of interest period. Revolving facility has 3 years tenor after first draw-down of facility A.

Revolving Facility 2: USD 100 million:

Revolving facility to general corporate purposes. Principal repayable at end of interest period. Revolving facility has 6 months tenor after first draw-down.
Interest on all facilities is payable at LIBOR + Margin.
	Main conditions

1) Consolidated long term debt to EBITDA ratio of below 2.5:1 for 2013 (2.0:1 thereafter).

2) Debt Service coverage ratio of at least 1.2:1 (for the period of 27 months following initial utilization to final maturity for Facility A).

3) Current asset/current liability ratio of at least 1:1 from 31 December 2011 onwards.

4) Requirement for lenders to pre-authorise corporate mergers, acquisitions or changes in ownership.

5) Commitment, cancellation and other fees applicable. 
6) All debt facilities guaranteed by the Company.

7) Only additional Revolving Facility obtained in 2012 of USD 100 million is personal guaranteed by the president of SSI.

8) Conditions subsequent include completing liquidity shortfall plan by 30 June 2012 and the Company injecting into SSI UK additional equity of at least USD 250 million by 31 July 2012.



11.2 
SSI UK USD 100 million debt facility (amendment to the previous USD 50 million facility available in 2011)
	Facilities received
	Main conditions/Other conditions

	Lenders: Sahaviriya Inter Steel Holding 

                  Company Limited

Facility: USD 100 million.

USD loan for the purposes of preparing for the commencement of full slab producing operations. Repayable on or before July 2012 
Interest payable at 7.5% per annum.
	Main conditions

1) Subordinated Bridging Loan which repayment on the date on which SSI UK receives proceeds from SSI, according to the capital increase plan or consent from the Banks.

2) No collateral.




Note: SSI UK had entered into loan agreement with Sahaviriya Inter Steel Holding Company Limited for extended credit line to USD 125 million on 27 April 2012.
11.3
Company: Interest rate swap agreements  
The Company entered into various interest rate swap agreements, in order to hedge interest rate risk exposures for principal amounting to Baht 5,997 million. Under these agreements, the Company has swapped its floating MLR rate exposure on amounts due to the Banks for fixed rates of 7.835% to 7.9%. These agreements are valid from 30 June 2011 to 31 March 2014.

11.4   Group: Other interest-bearing liabilities

In addition to the above new borrowings, the Group has interest-bearing liabilities secured as follows:

Bank overdrafts and short-term loans of the Company are secured by the pledge of raw materials and finished goods owned by the Company, and for those banks providing both short-term and long-term loans, the Company has made a mortgage of land and construction thereon and machinery of the Company and assigned beneficiary rights under insurance policies to the lenders. These loan agreements contain certain covenants as stipulated in the agreement that, among other things, required the Company to maintain according to the agreement such as maintenance of financial ratios, the minimum maintenance of the Company’s shareholding in PPC and TCR.

Short-term loans of PPC, subsidiary company, are secured by the mortgage of certain PPC owned land and construction and/or future construction thereon. PPC obtained additional loan facility of Baht 259 million to support its future operations. The bank overdraft and short-term loans of WCE, subsidiary company, are secured by mortgage of certain WCE owned land and construction thereon and the assignment of beneficiary rights under insurance policies to the lender.

Various long-term loans of the Company and its subsidiaries are secured by the mortgage/pledge of land with construction thereon and machinery, and the assignment of beneficiary rights under insurance policies to the lenders. For those banks providing both short-term and long-term loan facilities, the Company has additionally made a second pledge of raw materials and finished goods of the Company. These loan agreements contain certain covenants as stipulated in the agreement that, among other things, required the Company to maintain according to the agreement such as maintenance of financial ratios, the minimum maintenance of the Company’s shareholding in PPC, restrictions on dividend payment in each fiscal year, and a prohibition on the Company and the subsidiaries pledging their investments in shares or creating any obligation thereon. 
During the three-month period ended 31 March 2012, a subsidiary made additional loan payments amounting to Baht 40.2 million (2011: Baht 26.3 million), in instalments in accordance with the loan agreement.

As at 31 March 2012, the Group had unutilised credit facilities totalling Baht 258 million and USD 81 million and the Company had unutilised credit facilities totalling Baht 93.2 million (31 December 2011: Baht 475 million and USD 81 million for the Group and Baht 310 million for the Company).
The Company did not repay principal long-term loan due in March 2012 of Baht 355 million as it was negotiating with working capital lenders as discussed in more detail below. The Company and SSI UK could not maintain financial covenant ratios committed to certain of its debt providers. However, these breaches of covenants as of 31 March 2012 were waived by creditors of the Company and SSI UK.
During the three-month period ended 31 March 2012, the Company and SSI UK identified a need for additional working capital facilities to fund completion of the TCP plant restart plan. This need was driven by sluggish market conditions, the impact of severe flooding in Thailand and a request from certain working capital lenders not to roll-over short-term facilities upon their expiry. In order to maintain Group liquidity and to comply with requests made by long-term lenders, the Company entered into negotiations with a group of working capital lenders (“the Working Capital Lenders”) to defer repayment and maintain facilities into the future. In May 2012, the Working Capital Lenders accepted these terms and a standstill agreement (“the Standstill Agreement”) has been entered into with the Working Capital Lenders under which the Working Capital Lenders agree not to exercise any repayment demand or provide notice of mandatory prepayment, repayment or notice of acceleration, or exercise any similar rights until 30 September 2012, provided the Company complies with the terms and conditions of the Standstill Agreement. The facilities provided by the Working Capital Lenders (and which are governed by the Standstill Agreement) amount to Baht 3,812 million. The Company is currently engaged in further negotiations with two other working capital lenders (who provide facilities amounting to Baht 1,255 million) in order to reach agreement on acceptable repayment terms. The Company’s total working capital facilities which are immediately drawable and available from other financial institutions amount to Baht 12,000 million. 

The Company has provided SSI UK with a letter of continuing financial support until at least 12 months from the signing date of SSI UK’s locally-required statutory financial statements.
Finance lease and hire purchase liabilities

The Group had machinery, equipment and vehicles acquired under finance lease and hire purchase agreements as at 31 March and 31 December 2011 were payable as follows:  
	
	Consolidated financial statements 

	
	31 March 2012
	
	31 December 2011

	
	Future minimum lease payments
	
	Interest
	
	Present value of minimum lease payments
	
	Future minimum lease payments
	
	Interest
	
	Present value of minimum lease payments

	
	(in thousand Baht)

	Within one year
	11,800
	
	1,104
	
	10,696
	
	11,386
	
	1,149
	
	10,237

	After one year but
	
	
	
	
	
	
	
	
	
	
	

	   within five years
	15,425
	
	932
	
	14,493
	
	16,569
	
	1,059
	
	15,510

	Total
	27,225
	
	2,036
	
	25,189
	
	27,955
	
	2,208
	
	25,747


	
	Separate financial statements 

	
	31 March 2012
	
	31 December 2011

	
	Future minimum lease payments
	
	Interest
	
	Present value of minimum lease payments
	
	Future minimum lease payments
	
	Interest
	
	Present value of minimum lease payments

	
	(in thousand Baht)

	Within one year
	5,541
	
	413
	
	5,128
	
	5,127
	
	389
	
	4,738

	After one year but
	
	
	
	
	
	
	
	
	
	
	

	   within five years
	6,011
	
	466
	
	5,545
	
	5,590
	
	446
	
	5,144

	Total
	11,552
	
	879
	
	10,673
	
	10,717
	
	835
	
	9,882
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Trade accounts payable

	
	
	
	Consolidated
	
	Separate

	
	
	
	financial statements
	
	financial statements

	
	
	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	Note
	
	2012
	
	2011
	
	2012
	
	2011

	
	
	
	(in thousand Baht)

	Related parties
	4
	
	17,264
	
	9,537
	
	57,272
	
	34,816

	Other parties
	
	
	6,508,986
	
	10,674,985
	
	2,788,612
	
	6,328,478

	Total
	
	
	6,526,250
	
	10,684,522
	
	2,845,884
	
	6,363,294
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Employee benefit obligations

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Statement of financial position
	
	
	
	
	
	
	

	Statement of financial position obligations for:
	
	
	
	
	
	
	

	Post-employment benefits
	117,811
	
	114,513
	
	85,113
	
	82,332

	Other long-term employee benefits
	19,044
	
	18,815
	
	13,442
	
	13,138

	
	136,855
	
	133,328
	
	98,555
	
	95,470

	Statement of income recognized in profit or loss:
	
	
	
	
	
	
	

	Post-employment benefits
	3,887
	
	3,099
	
	2,781
	
	2,543

	Other long-term employee benefits
	650
	
	1,032
	
	443
	
	395

	
	4,537
	
	4,131
	
	3,224
	
	2,938


Statutory Severance Pay
The Group and the Company operate defined benefit plans based on the requirement of Thai Labour Protection Act B.E. 2541 (1998) to provide retirement benefits to employees based on pensionable remuneration and length of service.

The movement in the present value of the defined benefit obligations is shown in the table below:

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	For the three-month periods ended 31 March
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Defined benefit obligations at 1 January
	133,328
	
	119,905
	
	95,740
	
	86,299

	Benefits paid by the plan
	(1,010)
	
	(2,932)
	
	(139)
	
	(2,502)

	Current service costs and interest 
	4,537
	
	4,131
	
	3,224
	
	2,938

	Defined benefit obligations at 31 March
	136,855
	
	121,104
	
	98,555
	
	86,735


Expense recognised in profit or loss:

	
	Consolidated 

financial statements
	
	Separate 

financial statements

	For the three-month periods ended 31 March
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Transitional obligation recognized
	
	
	
	
	
	
	

	Current service costs

	3,363
	
	3,099
	
	2,367
	
	2,801

	Interest on obligation
	1,174
	
	1,032
	
	857
	
	137

	Total
	4,537
	
	4,131
	
	3,224
	
	2,938


The expense is recognised in the following line items in the statement of income:

	
	Consolidated 

financial statements 
	
	Separate 

financial statements

	For the three-month periods ended 31 March
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Cost of sales
	2,667
	
	2,427
	
	1,652
	
	1,501

	Selling expenses
	156
	
	141
	
	146
	
	133

	Administrative expenses
	1,714
	
	1,563
	
	1,426
	
	1,304

	Total
	4,537
	
	4,131
	
	3,224
	
	2,938


Principal actuarial assumptions at the reporting date (expressed as weighted averages):
	
	Consolidated 

financial statements 
	
	Separate 

financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(%)

	Discount rate 
	3.5
	
	3.5
	
	3.5
	
	3.5

	Future salary increases
	5.5 - 6.5
	
	5.5 - 6.5
	
	5.5
	
	5.5


Assumptions regarding future mortality are based on published statistics and mortality tables.  
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Share Capital

	For the three-month periods 
	
	2012
	
	2011

	ended 31 March
	Par value
	
	
	
	
	
	
	

	
	per share
	Number
	
	Baht
	
	Number
	
	Baht

	
	(in Baht)
	(thousand shares / thousand Baht)

	Authorised
	
	
	
	
	
	
	
	

	At 1 January
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	20,434,108
	
	20,434,108
	
	 13,101,500
	
	 13,101,500

	Reduction
	1
	-
	
	-
	
	 (220)
	
	 (220)

	Increase of new shares
	1
	-
	
	-
	
	   5,240,512
	
	   5,240,512

	At 31 March
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	20,434,108
	
	20,434,108
	
	18,341,792
	
	18,341,792

	
	
	
	
	
	
	
	
	

	Issued and paid-up
	
	
	
	
	
	
	
	

	At 1 January
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	18,184,108
	
	18,184,108
	
	13,101,280
	
	13,101,280

	Issue of new shares
	1
	-
	
	-
	
	5,082,828
	
	5,082,828

	At 31 March
	
	
	
	
	
	
	
	

	- ordinary shares
	1
	18,184,108
	
	18,184,108
	
	18,184,108
	
	18,184,108

	
	
	
	
	
	
	
	
	

	Share discount (premium)  
	
	
	
	
	
	
	
	

	At 1 January
	
	
	
	
	
	
	
	

	- ordinary shares
	
	18,184,108
	
	1,238,242
	
	13,101,280
	
	2,171,280

	Issue of new shares
	
	-
	
	-
	
	5,082,828
	
	(933,038)

	At 31 March
	
	
	
	
	
	
	
	

	- ordinary shares
	
	18,184,108
	
	1,238,242
	
	18,184,108
	
	1,238,242


Issue of ordinary shares




As a result of the Acquisition, at the Extraordinary General Meeting of Shareholders held on 25 January 2011, the shareholders passed the following resolutions:




a)
Decrease the Company’s registered share capital by cancelling 220,000 unissued registered shares with a par value of Baht 1 per share. The capital reduction will decrease the Company’s registered share capital from Baht 13,101,500,000 to Baht 13,101,280,000.




b)
Increase the Company’s registered share capital by Baht 5,240,512,000, from Baht 13,101,280,000 to 18,341,792,000, by creating additional 5,240,512,000 ordinary shares with a par value of Baht 1 per share.




c)
The Company allocated the 5,240,512,000 newly created ordinary shares with a par value of Baht 1 per share to the existing shareholders and by private placement to specific investors who were not connected persons of the Company at a price of Baht 1.20 per share.


Until the date of report, the convertible debentures have not been issued yet. The Company registered the decrease and increase of its registered share capital (January 2011) and its paid-up capital (24 February 2011 and 1 March 2011) with the Ministry of Commerce.
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Subordinated convertible debentures and convertible rights 

At the Extraordinary to General Meeting of Shareholders held on 22 September 2011, the shareholders approved the Company to issue convertible debentures in an amount not exceeding Baht 2,250,000,000. For the detail as follows:

Existing Company shareholders are to be offered. 

·  Up to Baht 1,650 million of convertible debentures at the ratio of 11,000 existing shares to 1 convertible debenture, provided that any fraction of the convertible debentures is rounded up.

These convertible debentures have:

· Par value and offering price of Baht 1,000 per unit, a 3 year term, coupon rate of 3% per annum (payable every 6 months) and can be exercised at the end of each quarter with the exercise period from 30 December 2011 to 3 years from issuance date (Board of Directors’ meeting held on 26 April 2012, the Board approved to postpone the exercise period from 30 December 2011 to be 30 June 2012). 
· The initial conversion price shall not be lower than the volume weighted average of the Company’s ordinary share trading price at offering period plus 10% premium and may be adjusted upwards or downwards at a certain rate or method as specified under the rights.

· Repayment of subordinated convertible debentures by ordinary shares instead of cash. The convertible debentures holders shall convert all convertible debentures at a conversion price at the convertible debentures’ maturity date if the market share price equal to a maximum of 110% of the conversion price.

If existing Company shareholders do not subscribe for all available convertible debentures, the other investors may subscribe to convertible debentures with:

· Term (not exceeding 5 years), coupon rate (not more than 5% per annum), par value, offering and initial conversion price and exercise period to be determined by - the Company’s Board of Directors.

Until the date of report, the convertible debentures have not been issued yet. However, in the Board of Directors’ meeting held on 26 April 2012. The Board approved: 
· The issuing and offering of the convertible debentures to existing shareholders in amount Baht 1,650 million with the offering period 15 to 21 May 2012. 

· The allocation of 2,250,000,000 newly issued ordinary shares of the Company to accommodate the conversion of the convertible debentures to be issued by the Company.  This is subject to the approval of the shareholders in the meeting in June 2012.
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Segment information

Segment information is presented in respect of the Group’s business segments. The primary format, business segments is based on the Group’s management and internal reporting structure.

Business segments

The Group comprises the following main business segments:

	Segment 1
	Manufacture of hot rolled coils

	Segment 2
	Maintenance services

	Segment 3
	Deep-sea port services

	Segment 4
	Coke manufacturing and steel making plants 


Information about reportable segments:
	
	Manufacture of 
hot rolled coils
	
	Maintenance services
	
	Deep-sea port services
	
	Coke manufacturing and steel making plants
	
	Other-Gain on business acquisition
	
	Elimination of                                       inter-segment revenues
	
	Total

	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011
	
	2011
	
	2012
	
	2011
	
	2012
	
	2011

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(Restated)
	
	(Restated)
	
	
	
	
	
	
	
	(Restated)

	
	(in thousand Baht)

	Revenue from external customers
	11,583,757
	
	11,945,555
	
	44,993
	
	35,468
	
	28,345
	
	35,439
	
	4,084,615
	
	-
	
	-
	
	
	
	-
	
	15,741,710
	
	12,016,462

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Inter-segment revenue
	-
	
	-
	
	85,075
	
	102,580
	
	43,633
	
	35,358
	
	-
	
	-
	
	-
	
	(128,708)
	
	(137,938)
	
	-
	
	-

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Reportable segment profit (loss) before income tax 
	6,609
	
	542,200
	
	7,688
	
	13,654
	
	26,883
	
	27,529
	
	(2,859,204)
	
	(291,697)
	
	5,271,237
	
	(17,807)
	
	(16,808)
	
	(2,835,831)
	
	5,546,115

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Reportable segment assets
	53,966,268
	
	50,953,899
	
	412,632
	
	380,547
	
	2,165,590
	
	2,020,567
	
	41,363,728
	
	32,920,316
	
	-
	
	(17,518,111)
	
	(13,349,544)
	
	80,390,107
	
	72,925,785


There have been no changes to the basis of segmentation or the measurement basis for the segment profit or loss. 
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Finance cost

	
	Consolidated 

financial statements
	
	Separate 

financial statements 

	
	2011
	
	2010
	
	2011
	
	2010

	
	(in thousand Baht)

	Interest expenses
	674,229
	
	218,852
	
	404,137
	
	204,302

	Bank charges
	20,213
	
	199,082
	
	661
	
	106,925

	Change under interest rate swap agreements
	9,475
	
	-
	
	9,475
	
	-

	Total
	703,917
	
	417,934
	
	414,273
	
	311,227
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Basic earnings (loss) per share

The calculations of basic earnings (loss) per share for the periods ended 31 March 2012 and 2011 were based on the profit (loss) for the periods attributable to equity owners of the Company and the weighted average number of ordinary shares outstanding during the periods as follows:
	
	Consolidated 

financial statements 
	
	Separate 

financial statements

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht / thousand shares)

	Profit (loss) attributable to equity owners of the Company (basic)
	(2,840,860)
	
	5,525,536
	
	6,609
	
	542,200

	
	
	
	
	
	
	
	

	Number of ordinary shares outstanding at     1 January
	18,184,108
	
	13,101,280
	
	18,184,108
	
	13,101,280

	Effect of shares issued on 24 February 2011
	-
	
	994,617
	
	-
	
	994,617

	Effect of shares issued on 1 March 2011
	-
	
	894,276
	
	-
	
	894,276

	Weighted average number of ordinary shares outstanding (basic) 
	18,184,108
	
	14,990,173
	
	18,184,108
	
	14,990,173

	 Basis earnings (loss) per share (in Baht)
	(0.16)
	
	  0.37
	
	0.0004
	
	0.04
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Commitments with non-related parties 

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in million Baht)

	Capital commitments
	
	
	
	
	
	
	

	Contracted but not provided for
	
	
	
	
	
	
	

	Machinery and equipment
	1,394
	
	3,996
	
	91
	
	55

	Total
	1,394
	
	3,996
	
	91
	
	55


As at 31 March 2012, the Group had capital commitment of Baht 51 million, USD 42 million, EUR 0.3 million and JPY 69.5 million in relation to the acquisition and installation of machinery and equipments.

As at 31 March 2012, the Company had capital commitment of Baht 49.4 million, USD 0.04 million EUR 0.3 million and JPY 69.5 million in relation to the acquisition and installation of machinery and equipment.
	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in million Baht)

	Non-cancellable operating lease
	
	
	
	
	
	
	

	   commitments
	
	
	
	
	
	
	

	Within one year
	15
	
	32
	
	10
	
	11

	After one year but within
	
	
	
	
	
	
	

	   five years
	4
	
	17
	
	1
	
	3

	Total
	19
	
	49
	
	11
	
	14

	
	
	
	
	
	
	
	

	
	Consolidated financial statements
	
	Consolidated financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in million Baht)

	Other commitments
	
	
	
	
	
	
	

	Raw materials purchases
	19,589
	
	26,840
	
	11,207
	
	6,674

	Letters of credit
	-
	
	1
	
	-
	
	1

	Bank guarantees
	167
	
	622
	
	111
	
	110

	Other agreements
	1,941
	
	1,706
	
	1,887
	
	1,679

	Total
	21,697
	
	29,169
	
	13,205
	
	8,464


As at 31 March 2012, the Group had raw material purchase amounting to USD 632 million (31 December 2011: USD 841.3 million and Baht 60.2 million). Moreover, the Group had chemical purchase commitments to purchase a minimum value of Baht 0.4 million 
As at 31 March 2012, the Company had raw material purchase commitments amounting to USD 362 million (31 December 2011: USD 209.7 million).

As at 31 December 2011, the Group had commitments to banks under outstanding letters of credit amounting to EUR 0.02 million.
As at 31 March 2012, the Group had outstanding bank guarantees issued by banks on behalf of the Company and its subsidiaries in respect of certain performance bonds as required in the normal course of the business. These included letters of guarantee to guarantee:
· import duty on raw material imports as at 31 March 2012 Baht 140.7 million (31 December 2011: nil);
· payment of long-term loans of USD 13.8 million (31 December 2011: USD 13.8 million); 
· against losses from the legal action being taken by the Royal Forest Department described amounting to Baht 3.9 million (31 December 2011: Baht 3.9 million), 
· to the Customs Department in respect of the establishment of a wharf and go-downs amounting to Baht 11.0 million (31December 2011: Baht 11.0 million); 
· contractual performance amounting to Baht 38.5 million and GBP 0.05 million (31 December 2011: Baht 10.8 million and GBP 0.9 million); 
· electricity usage of Baht 106.2  million (31 December 2011: Baht 106.4 million).

As at 31 March 2012, the Company had outstanding bank guarantees issued by banks on behalf of the Company in respect of certain performance bonds as required in the normal course of the business. These included letters of guarantee for loss as a result of the legal action being taken by the Royal Forest Department (as described in Note 20) amounting to Baht 3.9 million (31 December 2011: Baht 3.9 million); to guarantee electricity usage of Baht 104.5 million (31 December 2010: Baht 104.5 million). 
As at 31 March 2012, the Company had other commitments in relation to purchase spare parts and equipment supplies, and to obtain maintenance services amounting to Baht 1,729 million, USD 3.4 million, EUR 2.5 million and JPY 1.6 million (31 December 2011: Baht 1,468.4  million, USD 3.7 million, and EUR 2.9 million).

As at 31 March 2012, the Group had long term service commitments for utility system repair and maintenance for a period of 14 years ending on 31 December 2013 and amounting to Baht 6.4 million in relation to service agreements (31 December 2011: Baht 8.7 million).

The Company has issued guarantees in favour of the British Environment Agency in relation to landfill and radioactive source permits held by SSI UK. These guarantees in relation to landfill permit in the first year to the third year value of GBP 3.1 million, GBP 3.3 million and GBP 2.2 million, respectively. And guarantee in relation to radioactive source permit have a value of 25,000 pounds.
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Contingent liabilities and contingent assets


Contingent liabilities


As at 31 March 2012 and 31 December 2011, the Group was liable to banks in respect to the following guarantees:

	
	Consolidated
	
	Separate

	
	financial statements
	
	financial statements

	
	31 March
	
	31 December
	
	31 March
	
	31 December

	
	2012
	
	2011
	
	2012
	
	2011

	
	(in thousand Baht)

	Performance guarantees
	12,143
	
	4,916
	
	-
	
	-

	Electricity supply
	106,192
	
	106,372
	
	104,452
	
	104,452


Dispute

On 9 July 2010, the Prachuabkirikhan Provincial Land Office, Bangsaphan Branch (“the Land Office”) ordered the Company and a subsidiary to submit the Certificates of Utilisation (Nor. Sor. 3 Kor) (“the Certificates”) for various plots of land, with an aggregate value of Baht 123.1 million for the Company and Baht 187.6 million for the subsidiary, for cancellation. Later, the Land Office announced that it was issuing replacement certificates for the Certificates. The Company and the subsidiary filed a lawsuit against the officers of the Land Office with the Central Administrative Court “CAC”, petitioning the CAC to order the cancellation of the announcement of the Company and the subsidiary. The Company and the subsidiary also petitioned the CAC to identify measures to provide them with temporary relief. The Court accepted the lawsuit for consideration, and is currently deliberating. However, in preparing the financial statements, the Company and the subsidiary recorded full allowance since 2007 and 2008, respectively.

On 1 September 2010, the Company and the subsidiary filed a lawsuit against the Director-General of the Department of Lands and the Deputy Permanent Secretary of the Ministry of Interior with the CAC, petitioning the court to order the revocation of the order of the Director-General of the Department of Lands issued on 5 January 2010, which ordered the revocation and recharting of the area under the Certificates, and the withdrawal of the appeal decision of the Deputy Permanent Secretary of the Ministry of Interior. Also, the Company and the subsidiary requested the court to suspend the execution of a sentence of the CAC. Presently, the court is in a process of submitting the deposition of the defendant to the Company and the subsidiary. Also, the court ordered to combine this case with the case that the Company and the subsidiary filed a lawsuit against the Prachuabkirikhan Provincial Land Office, Bangsaphan Branch, discussed above.

On 20 December 2010, the Bangsaphan Sheriff, as the official responsible for the oversight and care of the National Forest, Klong Mae-Rumphueng forest, Prachuabkirikhan province (“the Forest”), issued a written order for the Company and the subsidiary to vacate the land for which the Director-General of the Department of Lands ordered revocation of the Certificates and for which the Land Office issued replacement certificates for the Certificates within 30 January 2011.

On 30 March 2011, the Company and the subsidiary filed  a lawsuit petitioning the CAC to order the cancellation of written order of the Bangsaphan Sheriff on 20 December 2010, for the Company and the subsidiary to vacate from the Forest and to undertake no activities on that land. These are currently being considered by the CAC. 

The management of the Company and the subsidiary believe that, the regardless of the result, the dispute will not affect the business operations of the Company or the subsidiary.

Litigation

1)
The Company has been sued by the Royal Forest Department in a civil case regarding the encroachment on a national forest reserve, with a total of Baht 4.90 million claimed and the Prachuabkirikhan Provincial Court ordered the Company to pay compensation of Baht 2 million plus interest at a rate of 7.5 percent per annum as from the date the lawsuit was lodged by the Royal Forestry Department. The Company placed a bank guarantee of Baht 3.9 million with the Appeal Court to suspend the execution of the judgement for the term of the appeal, and lodged an appeal of the judgement with the Prachuabkirikhan Provincial Court. The Appeal Court confirmed the order of the Prachuabkirikhan Provincial Court. In March 2009, the Company submitted an appeal of the Appeal Court’s judgement to the Supreme Court and the case is currently being considered by the Supreme Court.

In preparing its financial statements, the Company has recorded a provision against this claim (Baht 4.0 million) which has been held since 2009.

2)
In March 2004, the Company was named co-defendant in two civil cases before the Bangkok South Civil Court, involving total claims of Baht 126 million resulting from the incorrect issue of bills of lading by forwarding agents. Subsequently, two of the plaintiffs in these cases sued the Company in the Central Intellectual Property and International Trade Court (“CIPITC”), which has jurisdiction in the cases. Claims made totalled approximately Baht 80 million. In December 2005, CIPITC combined the two cases because they relate to the same dispute. The CIPITC ordered the Company to pay compensation of USD 200,000, together with interest as from 9 May 2003 until the Company pays the claims and legal fees. In August 2009, the Company submitted an appeal of CIPITC’s judgements to the Supreme Court and the case is currently being considered by the Supreme Court. Subsequently, one of the plaintiffs withdrew its lawsuit and did not intend to enforce settlement in accordance with the judgement given by CIPITC. The Company withdrew its appeal in relation to the plaintiff.

In preparing its financial statements, the Company has recorded a provision against this claim (Baht 7.8 million) which has been held since 2009. 

Contingent assets

On 6 June 2011, the Company filed a lawsuit against the Department of Land and Department of Provincial Administration (“the Departments”) related to a civil case pursued by the Departments against Company to revocate land use certificates (Nor. Sor. 3 Kor). The Company’s case is currently waiting for acceptance by the CAC.
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Event after the reporting period

At the Board of Directors’ meeting held on 26 April 2012, the directors approved the followings:

a)
Decrease the Company’s registered share capital by cancelling 2,250,000,000 unissued shares with a par value of Baht 1.  The capital reduction will decrease the registered share capital of the Company from Baht 20,434,108,235 to Baht 18,184,108,235.  
b)
Increase the Company’s registered share capital by Baht 9,523,643,293 (9,523,643,293 shares at Baht 1 par value), from Baht 18,184,108,235 to Baht 27,707,751,528, by issuing 2,250,000,000 newly issued shares to accommodate the conversion of the convertible debentures and 7,273,643,293 shares capital increase to the existing shareholders and private placement.   
The proposed capital increase and the allocation are subject to the approval of the shareholders in the meeting in June 2012. 
22
Thai Financial Reporting Standards (TFRS) not yet adopted
The Group has not adopted the following new and revised TFRS that have been issued as of the reporting date but are not yet effective.  The new and revised TFRS are expected to become effective for annual financial periods beginning on or after 1 January in the year indicated in the following table. 

	             TFRS
	                                                Topic
	Year

effective

	
	
	

	TAS 12
	Income Taxes
	2013

	TAS 21 (revised 2009)
	The Effects of Changes in Foreign Exchange Rates 
	2013

	TFRS 8 (*)
	Operating Segments
	2013


(*)
Published in the Gazette on 20 April 2012.

Management is presently considering the potential initial impact on the consolidated and separate financial statements.
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