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Disclaimer of Audit Opinion
I was engaged to audit the accompanying consolidated and separate 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, 2018, the consolidated and separate statements of income, comprehensive income, changes in shareholders’ equity and cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting policies. 

I do not express an opinion on the accompanying consolidated and separate financial statements of the Group and the Company. Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, I am unable to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these consolidated and separate financial statements.
Basis for Disclaimer of Opinion
Limitation of audit scope (by circumstances)
1) As stated in notes 21 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 subsidiaries also 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. At present, such subsidiary is being proceeded the liquidation. 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.
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As stated in notes 23 to financial statements, there are creditors submitted an application for receiving debt settlement. The Company has disputed with certain creditors since there are incorrectly balances, duplicate of ungrounded debts. As at the date of this report, there are 1 creditor are still pending the trial and there is no final order for the debt claiming by the Official Receiver. Total debt claiming which comprise principal and interest under rehabilitation plan amounted to Baht 1,928.7 million.
Because of the uncertainties and unfinished of liabilities under the rehabilitation plan of the Company due to the abovementioned matter, resulting to the Company is unable to find the debts value to be paid in the future in accordance with the Accounting Standard. Therefore, I was unable to obtain the appropriately auditing evidences as to the valuation of liabilities under business rehabilitation. As at 31 December 2018, I am unable to express that the necessary adjustments of liabilities should be made under business rehabilitation plan and the other related accounts.
2) 
As stated in notes 4 and 6 to financial statements, the Company has two trade accounts receivable-related parties which had the amount of Baht 3,698.9 million as at 31 December 2018 and had already provided allowance for doubtful accounts in 2016 in the amount of Baht 2,736.7 million. As a result, two trade accounts receivable-related parties had net balance amount of Baht 962.3 million and net overdue debts in full. During the year 2018, the Company made three times a notice for calling for the debt settlement from those two receivables and required the debts and interest settlement. So that, the Company has not considered to provide additionally allowance for doubtful accounts since the Management deems that the Company will able to collect total debts from those two receivables even though the Company will face the delay of debts collection. At presents the Company is negotiating with those two receivables. From such case, I am unable to obtain the appropriated accounting evidences in the adequacy review of allowance for doubtful accounts of trade accounts receivable as at 31 December 2018, and I am unable to conclude about whether the necessary adjustments that should be made on allowance for doubtful accounts and other related accounts
Material uncertainty on going concern 

As described in notes 2(e) to the financial statements, the Group and the Company incurred a net profit for the year ended December 31, 2018 in the amount of Baht 227.3 million and Baht 306.0 million respectively and as at the same date, they had an operating deficit of Baht 40,474.7 million and Baht 40,377.2 million respectively.
As stipulated in the 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, seeking new financing as well as restructuring its debts owed to creditors. The Company has explained the progress of these activities in notes 21 to financial statements. 
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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 

debt to equity as stipulated in the Plan resulting to the shareholders’ equity of the Company becomes positive. 

Since the Plan has commenced at the end of 2016, the Company could comply with the Plan and has early made the partial debts settlement. However, in the Plan had been determined the debt repayments period for 12 years, therefore, the Company is unable to conclude that the compliance with the Plan will be succeeded. From the aforementioned circumstance, that indicated the material uncertainty of the Group and the Company’s operations as a going concern. Thus, 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 generate sufficiency cash flows and raise the other source of fund.
Emphasis of Matter
Transactions between related parties

I draw your attention to notes 4 to the financial statements, for the year ended December 31, 2018, the Group and the Company had sold goods to related companies and joint venture in the normal course of business totaling Baht 4,818.6 million and Baht 4,818.6 million respectively, which represented 15.6 percent of the Group’s and the Company’s total sales. As at December 31, 2018, the Group’s and the Company’s outstanding trade accounts receivable net of allowance for doubtful accounts from those related parties amounted to Baht 1,035.2 million and Baht 1,026.3 million respectively. Moreover, for the year ended December 31, 2017, the Group and the Company has acquired goods and services rendering from related companies in the normal course of business totaling Baht 725.3 million and Baht 1,117.6 million respectively.
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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 Thai Financial Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of the 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 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 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 Thai Standards on Auditing 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 financial statements.
D I A International Audit Company Limited 

(Mrs. Suvimol   Chrityakierne)

C.P.A. (Thailand)  

Registration No. 2982
February 28, 2019

