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Independent Auditor’s Report on Review of Interim Financial Information

To the Board of Directors of Sahaviriya Steel Industries Public Company Limited
I have reviewed the accompanying consolidated and separate statements of financial position of Sahaviriya Steel Industries Public Company Limited, its subsidiaries, and its jointly-controlled entities, and of Sahaviriya Steel Industries Public Company Limited (“the Company”), respectively, as at 30 June 2012; the consolidated and separate statements of income and comprehensive income for the three-month and six-month periods ended 30 June 2012 and 2011, the consolidated and separate statements of changes in equity and cash flows for the six-month periods ended 30 June 2012 and 2011; and condensed notes (“interim financial information”). Management is responsible for the preparation and presentation of this interim financial information in accordance with Thai Accounting Standard 34, “Interim Financial Reporting”. My responsibility is to express a conclusion on this interim financial information based on my review. 
Scope of Review

I conducted my review in accordance with the Thai Standard on Review Engagements 2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review procedures.  A review is substantially less in scope than an audit conducted in accordance with Thai Standards on Auditing and consequently does not enable me to obtain assurance that I would become aware of all significant matters that might be identified in an audit. Accordingly, I do not express an audit opinion.

Conclusion
Based on my review, nothing has come to my attention that causes me to believe that the accompanying interim financial information is not prepared, in all material respects, in accordance with Thai Accounting Standard 34, “Interim Financial Reporting”.

Emphasis of Matters

Without qualifying the review conclusion in respect of the above interim financial statements, I draw attention to the followings:
a) 
As disclosed in Note 4 to the accompanying interim financial statements, during the three-month and six-month periods ended 30 June 2012, the Company sold goods to related companies and a jointly-controlled entity in the normal course of business totaling Baht 8,320 million and Baht 17,221 million, respectively, which represented 84 percent and 80 percent of the Company’s total sales (2011: Baht 6,880 million and Baht 16,512 million, respectively, which represented 89 percent and 84 percent of the Company’s total sales). As at 30 June 2012, the outstanding trade accounts receivable from those related parties amounted to Baht 2,928 million (31 December 2011: Baht 2,884 million).
b) 
As disclosed in Notes 2, 3 and 11 to the accompanying interim financial statements, the Group incurred a net loss during the three-month and six-month periods ended 30 June 2012 of Baht 5,016 million and Baht 7,844 million, respectively, (2011: net loss of Baht 1,042 million and Baht 771 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 10,295 million (excluding subordinated loan from a related company of Baht 994 million) (31 December 2011: Baht 4,641 million (excluding subordinated loan from a related company of Baht 1,410 million)). As at 30 June 2012, the Group had Baht 394 million and USD 81 million of undrawn credit facilities, has implemented policies and procedures in an attempt to manage its liquidity risk and other circumstances including breach (and the lenders’ waiver of such breach) of loan covenants and the identification of a funding gap. Such circumstances would otherwise have given uncertainty on the sustainability of the Group’s funding structure.

Group management is satisfied that the Group will continue to meet its funding needs for the foreseeable future. The consolidated interim financial statements of the Group have been prepared by Group management on the going concern basis on the assumption that such further capital, facilities from the lenders and other business partner are secured to the extent which the Group’s operations require (the funding needs of which are highly dependent on global commodity price movements). 

c) 
As disclosed in Note 3 to the accompanying interim financial statements, following the completion of a business combination on 24 March 2011 by a subsidiary, Sahaviriya Steel Industries UK Limited (“SSI UK”), subsequent to the issue of the consolidated interim financial statements for the three-month and six-month periods ended 30 June 2011, a gain on business acquisition of Baht 5,271 million, was determined based on the assessed fair values of assets acquired and liabilities assumed, has been recorded in the consolidated financial statements for year ended 31 December 2011. Hence, the reported consolidated statements of income and comprehensive income for the three-month and six-month periods ended 30 June 2011 and consolidated statements of changes in equity and cash flows of the Group for the six-month period ended 30 June 2011, has been restated accordingly.

The comparative consolidated and separate statement of financial position as at 31 December 2011

I have previously audited the consolidated and separate financial statements of Sahaviriya Steel Industries Public Company Limited, its subsidiaries, and its jointly-controlled entities, and of Sahaviriya Steel Industries Public Company Limited (“the Company”), respectively, for the year ended 31 December 2011 in accordance with Thai Standards on Auditing and expressed an unqualified opinion on those financial statements in my report dated 27 February 2012. My report included an emphasis paragraph on matters relating to 1) the Company’s dependence on related party sales and the outstanding balance due from such related parties 2) gain on business acquisition of Baht 5,271 million recorded following the completion of a business combination by a subsidiary in 2011 and 3) its liquidity management and funding needs at 31 December 2011 to meet its obligations. The consolidated and separate statements of financial position as at 31 December 2011, which are included in the accompanying interim financial information for comparative purposes, are components of those financial statements. I have not performed any auditing procedures since the date of my audit report.

(Sureerat Thongarunsang)
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