(UNAUDITED BUT REVIEWED)

  
SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
NOTES TO INTERIM FINANCIAL STATEMENTS

FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2007

1.
CORPORATE INFORMATION


Sahaviriya Steel Industries Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the manufacture of hot rolled coils and its registered addresses consisted of its head office located 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, Prachuap Khiri Khan.

Since 2002, the government has introduced various measures to counteract dumping and subsidizing of imported goods with the measures which are still in effect being as follows:

a)
On 22 May 2003, the Committee on Dumping and Subsidies, Department of Foreign Trade, Ministry of Commerce, under Sections 7, 49, 51, 53, 57 and 73(1) of the Antidumping and Countervailing Act B.E. 2542, announced that the Committee’s final judgment, dated 16 May 2003, that there had been dumping and damages as a result of dumping of coil and non-coil hot rolled steel originating from 14 countries, in accordance with Section 19(1) of the Antidumping and Countervailing Act B.E. 2542, and that thus antidumping duties were to be imposed with minimum and maximum rates of between 3.45 and 128.11 percent of CIF value, for a period of 5 years from 22 May 2003, except for hot rolled steel imported for re-export.

b)
On 11 July 2003, the Committee on Dumping and Subsidies, Department of Foreign Trade, Ministry of Commerce issued an announcement approving the exemption of coil and non-coil hot rolled steel imported for cold-rolling and further processing for downstream users from antidumping duties, and assigned the Department of Foreign Trade to monitor imports in accordance with pre-determined volumes for a period of 5 years from 21 July 2003 to 26 May 2008.

2.
GENERAL INFORMATION

2.1
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Accounting Standards Pronouncement No. 41 “Interim financial statements”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the balance sheets, and the statements of income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements. 


The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events, and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.

2.2
Basis of consolidation


These consolidated interim financial statements are prepared by applying the same basis as that applied for the preparation of the consolidated financial statements for the year ended 31 December 2006, with there being no changes in the structure of shareholding in subsidiaries during the current period.
2.3
Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2006, except for the change in the accounting policy for recording investments in subsidiary companies in the separate financial statements from the equity method to the cost method as described in Note 4 to the interim financial statements.
3.
ADOPTION OF NEW ACCOUNTING STANDARDS DURING THE PERIOD

The Federation of Accounting Professions (FAP) has issued Notification No. 9/2550 regarding Thai Accounting Standards (TAS), which was announced in the Royal Gazette. This Notification mandates the use of the following Thai Accounting Standards (Revised 2007) in place of the previous versions, which are cancelled.
TAS 25
Cash Flow Statements

TAS 33
Borrowing Costs

TAS 44
Consolidated Financial Statements and Separate Financial Statements

TAS 45
Investments in Associates

TAS 46
Interests in Joint Ventures

TAS 49
Construction Contracts


a)
Thai Accounting Standards effective for the current year

Thai Accounting Standards No. 44, 45 and 46 become effective for the financial statements for fiscal years beginning on or after 1 January 2007. During the first quarter of the current year, the Company changed its accounting policy for recording investments in subsidiary companies in the separate financial statements in order to comply with the revised Thai Accounting Standards No. 44, as discussed in Note 4 to the interim financial statements. 

b)
Thai Accounting Standards not effective for the current year

Thai Accounting Standards No. 25, 33 and 49 will become effective for the financial statements for fiscal years beginning on or after 1 January 2008. However, the management has assessed the effect of revised such Thai Accounting Standards and believes that it will not significantly impact on the financial statements for the year in which it is initially applied. 
4.
CHANGE IN ACCOUNTING POLICY FOR RECORDING INVESTMENTS IN SUBSIDIARY COMPANIES IN THE SEPARATE FINANCIAL STATEMENTS 


During the first quarter of the current year, the Company changed its accounting policy for recording investments in subsidiary companies in the separate financial statements from the equity method to the cost method, in compliance with Accounting Standard No. 44 (Revised 2007) regarding “Consolidated Financial Statements and Separate Financial statements”, under which investments in subsidiaries, jointly controlled entities and associates are to be presented in the separate financial statements under the cost method.

In this regard, the Company has restated the previous period's separate financial statements as though the investments in the subsidiary companies had originally been recorded using the cost method. The change has the effect of decreasing net income in the separate income statements for the three-month and                   six-month periods ended 30 June 2007 by Baht 18.0 million (Baht 0.001 per share) and Baht 41.4 million     (Baht 0.003 per share), respectively (2006 : decreasing by Baht 37.1 million (Baht 0.003 per share) and Baht 68.1 million (Baht 0.005 per share), respectively). The cumulative effect of the change in accounting policy has been presented under the heading of “Cumulative effect of the change in accounting policy for investments in subsidiary companies” in the separate statements of changes in shareholders’ equity.

Such change in accounting policy affects only the accounts related to investments in subsidiary companies in the Company’s separate financial statements, with no effect to the consolidated financial statements.
5.
TRADE ACCOUNTS AND NOTES RECEIVABLE


The outstanding balances of trade accounts and notes receivable as at 30 June 2007 and 31 December 2006 are aged, based on due date, as follows: 

	 (Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Age of receivables
	
	
	
	

	Related parties
	
	
	
	

	Not yet due
	1,303,115
	2,254,762
	1,296,150
	2,247,400

	Past due
	
	
	
	

	Up to 3 months
	513,859
	1,368,664
	511,266
	1,365,539

	3 - 6 months
	856,975
	-
	856,909
	-

	Total
	2,673,949
	3,623,426
	2,664,325
	3,612,939

	Other companies
	
	
	
	

	Not yet due
	189,868
	75,586
	174,515
	50,884

	Past due
	
	
	
	

	Up to 3 months
	215,079
	278,905
	200,087
	271,751

	3 - 6 months
	409
	-
	-
	-

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

	Total
	689,165
	638,300
	658,411
	606,444

	Less: Allowance for doubtful accounts
	(283,809)
	(283,809)
	(283,809)
	(283,809)

	Total
	405,356
	354,491
	374,602
	322,635

	Trade accounts and notes receivable - net
	3,079,305
	3,977,917
	3,038,927
	3,935,574


6.
RELATED PARTY TRANSACTIONS


6.1
Business transactions with related parties


During the periods, the Company and its subsidiaries had significant business transactions with related parties, which have been concluded on commercial terms and bases agreed upon in the ordinary course of businesses between the Company and those companies. Below is a summary of those transactions.
	
	
	Relationship
	Relationship

	
	Type of business
	30 June 2007
	31 December 2006

	Subsidiary companies
	
	
	

	West Coast Engineering Company Limited
	Maintenance service
	Subsidiary company
	Subsidiary company

	Prachuap Port Company Limited
	Deep-sea port service 
	Subsidiary company
	Subsidiary company

	
	
	
	

	Related companies
	
	
	

	Thai Coated Steel Sheet Company Limited
	Producer of electro-galvanized coils
	Shareholding by the Company and common directors
	Shareholding by the Company and common directors

	Thai Cold Rolled Steel Sheet Public Company Limited
	Producer of cold rolled coils
	Shareholding by the Company and common directors with the subsidiary
	Shareholding by the Company and common directors with the subsidiary

	Bangsaphan Barmill Public Company Limited
	Producer of round steel bars and deformed steel bars
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)

	B.S. Metal Company Limited
	Trader of metal products
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)

	Sahaviriya Plate Mill Company Limited
	Producer of hot rolled coil plates
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)

	Prapawit Building Property Company Limited
	Lessor of office building space
	Common directors and aggregate direct shareholding by the Company’s directors(s)
	Common directors and aggregate direct shareholding by the Company’s directors(s)

	Western Housing Company Limited
	Room rental services
	Common directors and aggregate direct shareholding by the Company’s directors(s)
	Common directors and aggregate direct shareholding by the Company’s directors(s)

	Sahaviriya Steel Group Company Limited
	Internet and hotline services
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)

	C.A.R. Services Company Limited
	Transport services
	The aggregate direct and indirect shareholding by the Company’s director(s)
	The aggregate direct and indirect shareholding by the Company’s director(s)

	Sahaviriya Panich International Company Limited
	Trader of metal products
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate indirect shareholding by the Company’s directors(s)

	Line Transport Company Limited
	Transport services
	Common directors with the subsidiary and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors with the subsidiary and aggregate direct and indirect shareholding by the Company’s director(s)

	B.P. Wire Rod Company Limited
	Producer of wire rod
	The aggregate direct and indirect shareholding by the Company director(s)
	The aggregate direct and indirect shareholding by the Company director(s)

	Bangpakong Lighter Company Limited
	Marine transport services
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)
	Common directors and aggregate direct and indirect shareholding by the Company’s director(s)

	Sahaviriya Transport Holding Company Limited
	Holding Company
	Common directors and aggregate direct shareholding by the Company’s directors(s)
	Common directors and aggregate direct shareholding by the Company’s directors(s)

	


	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June

	
	Consolidated financial statements
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Transaction with related parties
	
	
	
	

	Revenue from sales
	
	
	
	

	Subsidiary company 
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	95
	-

	Related Companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	905,690
	1,275,902
	905,690
	1,275,902

	B.S. Metal Company Limited
	802,422
	956,800
	802,396
	956,800

	Sahaviriya Panich International Company Limited
	2,182,013
	2,300,013
	2,182,013
	2,300,013

	Other related companies
	6
	-
	-
	-

	
	3,890,131
	4,532,715
	3,890,194
	4,532,715

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Revenue from rendering of services
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	14,444
	12,260
	-
	-

	Bangsaphan Barmill Public Company limited
	404
	2,511
	-
	-

	Line Transport Company Limited
	2,352
	1,791
	-
	-

	Other related companies
	1,749
	2,300
	-
	-

	
	18,949
	18,862
	-
	-

	Other income
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	96
	12,752

	Related companies
	
	
	
	

	Other related companies
	219
	332
	39
	31

	
	219
	332
	135
	12,783

	Purchases of goods and services 
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	73,737
	73,451

	Prachuap Port Company Limited
	-
	-
	26,765
	45,810

	Related companies
	
	
	
	

	Line Transport Company Limited
	31,974
	58,670
	31,974
	58,670

	Bangsaphan Transport Company Limited*
	-
	160
	-
	160

	B.S. Metal Company Limited
	890
	7,163
	890
	7,163

	Other related companies
	393
	177
	393
	163

	
	33,257
	66,170
	133,759
	185,417

	Purchase of raw materials
	
	
	
	

	Related companies
	
	
	
	

	Sahaviriya Plate Mill Company Limited**
	59,058
	-
	59,058
	-

	
	59,058
	-
	59,058
	-

	Selling and administrative expenses
	
	
	
	

	Subsidiary company
	
	
	
	

	Prachuap Port Company Limited
	-
	-
	585
	3,183

	Related companies
	
	
	
	

	Bangsaphan Transport Company Limited *
	-
	17
	-
	17

	Prapawit Building Property Company Limited 
	3,506
	3,370
	3,013
	2,917

	Sahaviriya Panich International Company Limited
	10,125
	5,055
	10,125
	5,055

	Line Transport Company Limited
	12,057
	2,851
	11,987
	2,851

	Bangpakong Lighter Company Limited
	35,035
	64,167
	35,035
	64,167

	C.A.R. Services Company Limited
	20,756
	15,454
	20,756
	15,454

	Other related companies
	296
	410
	160
	321

	
	81,775
	91,324
	81,661
	93,965

	* It has not been related company since the third quarter of the year 2006.

** The pricing policy is to set at an agreed price


	
	(Unit: Thousand Baht)

	
	For the six-month periods ended 30 June

	
	Consolidated financial statements
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Transaction with related parties
	
	
	
	

	Revenue from sales
	
	
	
	

	Subsidiary company 
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	932
	-

	Related Companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	1,543,669
	1,555,032
	1,543,635
	1,555,032

	B.S. Metal Company Limited
	1,402,165
	2,096,106
	1,402,139
	2,096,090

	Sahaviriya Panich International Company Limited
	3,504,373
	3,593,540
	3,504,373
	3,593,540

	Other related companies
	6
	4
	-
	-

	
	6,450,213
	7,244,682
	6,451,079
	7,244,662

	
	
	
	
	

	Revenue from rendering of services
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	34,943
	22,251
	-
	-

	Bangsaphan Barmill Public Company limited
	4,257
	4,979
	-
	-

	Line Transport Company Limited
	4,565
	1,800
	-
	-

	Other related companies
	2,523
	3,517
	-
	-

	
	46,288
	32,547
	-
	-

	
	
	
	
	

	Other income
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	205
	12,877

	Related companies
	
	
	
	

	Other related companies
	398
	770
	85
	377

	
	398
	770
	290
	13,254

	Purchases of goods and services 
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	146,082
	159,511

	Prachuap Port Company Limited
	-
	-
	47,021
	60,887

	Related companies
	
	
	
	

	Line Transport Company Limited
	67,082
	118,932
	67,076
	118,888

	Bangsaphan Transport Company Limited*
	-
	469
	-
	422

	B.S. Metal Company Limited
	2,966
	8,848
	2,966
	8,848

	Other related companies
	1,232
	314
	902
	300

	
	71,280
	128,563
	264,047
	348,856

	Purchase of raw materials
	
	
	
	

	Related companies
	
	
	
	

	Sahaviriya Plate Mill Company Limited**
	59,058
	-
	59,058
	-

	
	59,058
	-
	59,058
	-

	
	
	
	
	

	Selling and administrative expenses
	
	
	
	

	Subsidiary company
	
	
	
	

	Prachuap Port Company Limited
	-
	-
	2,319
	7,385

	Related companies
	
	
	
	

	Bangsaphan Transport Company Limited *
	-
	419
	-
	290

	Prapawit Building Property Company Limited 
	7,001
	6,587
	6,009
	5,709

	Sahaviriya Panich International Company Limited
	22,411
	11,280
	22,411
	11,280

	Line Transport Company Limited
	27,004
	17,069
	26,894
	17,069

	Bangpakong Lighter Company Limited
	71,865
	104,345
	71,865
	104,345

	C.A.R. Services Company Limited
	36,297
	35,068
	36,297
	35,068

	Other related companies
	660
	930
	329
	726

	
	165,238
	175,698
	166,124
	181,872

	* It has not been related company since the third quarter of the year 2006.

** The pricing policy is to set at an agreed price



The Company has policies to sell products to its shareholders’ group and related parties at the same price as it sells to third parties, and depend on volumes and related marketing factors.


Other income in the form of a fine charged for delayed payment is fixed by the management at funding cost. Other income from sales of scrap material is realised based on scrap weight and the price determined by the Company.


Transportation expenses which are recorded as production costs, are payable at the rates agreed in the transportation agreement, based on cargo weight and distance.


Selling and administrative expenses, which are domestic freight costs, are charged at the rates agreed in the transportation agreement, based on cargo weight and distance.  Rental of the office and warehouse are as agreed under the lease agreement. Rental charges for employee accommodation is fixed on an annual basis and is as agreed with the lessor.


Prachuap Port Company Limited charges for port services rendered to the Company, related parties and third parties at the rates as determined by the Ministry of Transportation and depend on service volume and related marketing factors.


West Coast Engineering Company Limited charges fees for maintenance-related services rendered to the Company at the rates agreed under the long-term maintenance service agreement. The terms of the agreement can be modified according to business circumstances. The fees charged for the production of parts and spare parts are based on mutually agreed prices. Fees are charged for maintenance-related service and production of parts and spare parts by the subsidiary to related parties and third parties under terms and conditions normally applicable to transactions of a similar nature.


The balances of the accounts as at 30 June 2007 and 31 December 2006 between the Company and those related parties are as follows:

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2007
	2006
	2007
	2006

	
	
	(Audited)
	
	(Audited)

	Trade accounts and notes receivable
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	207,899
	8,486
	200,741
	373

	B.S. Metal Company Limited
	2,186,113
	3,597,867
	2,186,026
	3,597,677

	Sahaviriya Panich International Company Limited
	277,558
	14,889
	277,558
	14,889

	Other related companies
	2,379
	2,184
	-
	-

	Trade accounts and notes receivable - related parties
	2,673,949
	3,623,426
	2,664,325
	3,612,939

	
	
	
	
	

	Amounts due from and advances paid to related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	27,882
	33

	   Prachuap Port Company Limited
	-
	-
	-
	7

	Total amounts due from and advances paid to subsidiaries
	-
	-
	27,882
	40

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	2,594
	2,678
	2,594
	2,678

	Other related companies
	1,616
	1,832
	1,347
	1,934

	Total amounts due from and advances paid to related companies
	4,210
	4,510
	3,941
	4,612

	Amounts due from and advances paid to related parties
	4,210
	4,510
	31,823
	4,652

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Accrued income from related parties
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	646
	460

	Total accrued income from subsidiary company
	-
	-
	646
	460

	Related companies
	
	
	
	

	Thai Coated Steel Sheet Company Limited
	7,672
	6,196
	7,672
	6,196

	Bangsaphan Barmill Public Company Limited
	3,201
	6,282
	3,201
	6,282

	Other related companies
	1,616
	1,497
	1,049
	1,020

	Total accrued income from related companies
	12,489
	13,975
	11,922
	13,498

	Accrued income from related parties
	12,489
	13,975
	12,568
	13,958

	
	
	
	
	

	Dividend receivable
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	-
	52,500

	Prachuap Port Company Limited
	-
	-
	-
	102,000

	Dividend receivable
	-
	-
	-
	154,500

	
	
	
	
	

	Trade accounts payable
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	5,866
	19,660

	Prachuap Port Company Limited
	-
	-
	82
	4,266

	Total trade accounts payable - subsidiary companies
	-
	-
	5,948
	23,926

	Related companies
	
	
	
	

	Line Transport Company Limited
	1,560
	5,221
	1,560
	5,221

	Bangpakong Lighter Company Limited
	1,393
	-
	1,393
	-

	B.S. Metal Company Limited
	213
	832
	213
	832

	C.A.R. Services Company Limited
	991
	1,923
	991
	1,923

	Sahaviriya Panich International Company Limited
	907
	-
	907
	-

	Total trade accounts payable - related companies
	5,064
	7,976
	5,064
	7,976

	Trade accounts payable - related parties
	5,064
	7,976
	11,012
	31,902

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Amounts due to and advances received from related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	9,756
	12,516

	Prachuap Port Company Limited
	-
	-
	7,140
	4,982

	Total amounts due to and advances received from subsidiaries
	-
	-
	16,896
	17,498

	Related companies
	
	
	
	

	Line Transport Company Limited
	7,579
	6,275
	7,547
	6,275

	Bangpakong Lighter Company Limited
	3,951
	4,607
	3,951
	4,607

	C.A.R. Services Company Limited
	7,621
	6,191
	7,621
	6,191

	Sahaviriya Panich International Company Limited
	866
	3,698
	866
	3,698

	Other related companies
	679
	392
	600
	301

	Total amounts due to and advances received from related companies
	20,696
	21,163
	20,585
	21,072

	Amounts due to and advances received from related parties 
	20,696
	21,163
	37,481
	38,570

	
	
	
	
	

	Dividend payable
	
	
	
	

	Related company
	
	
	
	

	Sahaviriya Transport Holding Company Limited
	-
	87,500
	-
	-

	Dividend payable
	-
	87,500
	-
	-



6.2
Directors and management’s remuneration

The Company and its subsidiaries paid salaries, meeting allowances and gratuities to their directors and management for the three-month and six-month periods ended 30 June 2007 totaling Baht 12.9 million and Baht 23.9 million, respectively (the Company only: Baht 11.6 million and Baht 21.4 million, respectively) (2006: Baht 10.3 million and Baht 23.0 million, respectively (the Company only: Baht 9.5 million and Baht 21.4 million, respectively)).

6.3
Guarantee obligations with subsidiary company

The Company has outstanding guarantee obligations with its subsidiary, as described in Note 22.5 to the interim financial statements.
7. INVENTORIES AND ALLOWANCE FOR DIMINUTION IN VALUE OF INVENTORIES
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Finished goods
	5,719,709
	7,685,537
	5,754,415
	7,724,926

	Raw materials
	6,651,598
	7,867,892
	6,672,159
	7,895,640

	Spare parts and consumable goods
	1,455,618
	1,430,099
	1,438,897
	1,420,283

	Goods in transit
	975,670
	1,399,181
	975,670
	1,399,181

	Total
	14,802,595
	18,382,709
	14,841,141
	18,440,030

	Less: Allowance for diminution in value of finished goods
	(123,425)
	(305,479)
	(123,425)
	(305,479)

	Less: Allowance for diminution in value of raw materials
	(32,378)
	(112,621)
	(32,378)
	(112,621)

	Less: Allowance for diminution in value of spare parts and consumable goods
	(214,777)
	(232,138)
	(214,777)
	(232,138)

	Inventories - net
	14,432,015
	17,732,471
	14,470,561
	17,789,792


The Company has pledged all finished goods and raw materials to secure short-term and long-term loans from financial institutions as described in Note 14 and 15 to the interim financial statements.

Movements in the allowance for diminution in value of inventories account during the six-month period ended 30 June 2007 are summarised below.
	
	(Unit : Thousand Baht)

	
	Consolidated financial statements / Separate financial statements

	
	Finished goods
	Raw material
	Spare parts and consumable goods

	Balance as at 1 January 2007
	305,479
	112,621
	232,138

	Less : 
Reversal allowance for diminution in value of inventories during the period
	(182,054)
	(80,243)
	(17,361)

	Balance as at 30 June 2007
	123,425
	32,378
	214,777


8.
RESTRICTED BANK DEPOSITS


The outstanding balance as at 31 December 2006 represented saving deposits pledged with the banks to secure the bank guarantees issued by the banks on behalf of the subsidiary.

9.
INVESTMENTS IN SUBSIDIARY COMPANIES

	
	Separate financial statements

	
	
	Shareholding
	Investment
	Dividend receipt

	
	Paid-up capital
	percentage
	at cost method
	by the Company

	
	30 June
	31 December
	30 June
	31 December
	30 June
	31 December
	30 June
	31 December

	Investments
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	Million 
Baht
	Million 
Baht
	Percentage
	Percentage
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht

	
	
	(Audited)
	
	(Audited)
	
	(Audited)
	
	(Audited)

	
	
	
	
	
	
	(Restated)
	
	

	West Coast Engineering Company Limited
	75.0
	75.0
	99.99
	99.99
	75,000
	75,000
	-
	52,500

	Prachuap Port Company Limited
	400.0
	400.0
	51.00
	51.00
	204,000
	204,000
	-
	102,000

	Total investments in subsidiary companies
	
	
	
	
	279,000
	279,000
	-
	154,500


10.
OTHER LONG-TERM INVESTMENTS
	
	Consolidated financial statements / Separate financial statements 

	
	
	Shareholding
	Investment
	Dividend receipt

	
	Paid-up capital
	percentage
	at cost method
	by the Company

	
	30 June
	31 December
	30 June
	31 December
	30 June
	31 December
	30 June
	31 December

	Investments
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	Million 
Baht
	Million 
Baht
	Percentage
	Percentage
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht

	
	
	(Audited)
	
	(Audited)
	
	(Audited)
	
	(Audited)

	Other investments
	
	
	
	
	
	
	
	

	Thai Coated Steel Sheet Company Limited
	2,206.9
	2,206.9
	3.70
	3.70
	293,999
	293,999
	-
	-

	Thai Cold Rolled Steel Sheet Public Company Limited
	10,703.0
	10,703.0
	8.77
	8.77
	938,125
	938,125
	-
	-

	
	
	
	
	
	1,232,124
	1,232,124
	-
	-

	Less: Allowance for diminution in value of investments
	
	
	
	
	(670,503)
	(670,503)
	-
	-

	Total investments
	
	
	
	
	561,621
	561,621
	-
	-



Acquisition of shares of Thai Cold Rolled Steel Sheet Public Company Limited


On 5 April 2007, resolutions of Board of Directors’ Meeting No. 3/2550 passed resolutions to approve and propose to Extraordinary Shareholders’ Meeting No.1/2550 for approval, the Company’s purchase of a total of 335,790,500 shares in Thai Cold Rolled Steel Sheet Public Company Limited (comprising 214,525,510 ordinary shares and 121,264,990 preferred shares) under a total budget of not more than USD 95 million (equivalent to Baht 3,500 million) from its Japanese major shareholders. After completion of the purchase, the Company’s equity interest in Thai Cold Rolled Steel Sheet Public Company Limited increased from 8.77 percent to 40.14 percent. 


The above share acquisition transaction obliges the Company to provide mortgaged collateral to secure short-term and long-term credit facilities of Thai Cold Rolled Steel Sheet Public Company Limited, in an amount proportionate to the Company’s equity interest.


On 26 June 2007, the Extraordinary Shareholders’ Meeting passed resolutions approving the Company’s purchase of shares in Thai Cold Rolled Steel Sheet Public Company Limited, in accordance with the resolution of Board of Directors’ Meeting No. 3/2550, under a total budget of not more than Baht 3,500 million, and approved the Company’s provision of collateral to secure credit facilities and assume responsibility for liabilities of Thai Cold Rolled Steel Sheet Public Company Limited, in proportion of the shareholding of the Company. The Company is in the process of implementing such resolutions.

11.
PROPERTY, PLANT AND EQUIPMENT

Movements of the property, plant and equipment account during the six-month period ended 30 June 2007 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated   financial statements
	Separate      financial statements

	Net book value as at 1 January 2007
	20,535,843
	17,896,582

	Acquisitions during the period - at cost
	204,553
	151,422

	Disposals during the period - net book value at disposal date
	(300)
	(299)

	Write-off during the period - net book value at write-off date
	(202)
	(197)

	Depreciation for the period
	(280,223)
	(221,714)

	Amortisation of revaluation surplus
	(106,466)
	(98,677)

	Net book value as at 30 June 2007
	20,353,205
	17,727,117



In December 2002, the Company arranged for an independent professional valuer to reappraise the plant facilities using the depreciated replacement cost approach and recorded assets at the revalued amount.

In August 2003, Prachuap Port Company Limited, the subsidiary, arranged for an independent professional valuer to reappraise its land, building, berth and berth facilities using the depreciated replacement cost approach and recorded assets at the revalued amount.


The Company and its subsidiary revalue their fixed assets and record the revaluation surplus in shareholders’ equity, whereby the depreciation to be charged to the income statements is calculated based on the historical cost and depreciation of the revalued portion is charged directly to revaluation surplus in shareholders’ equity. This is in accord with method permitted under the Federation of Accounting Professions’ Notification No. 25/2549. Had the depreciation to be charged to the income statements been calculated based on the revalued amounts, the effect would be as summarised below:

	
	Consolidated financial statements

	
	For the three-month periods      ended 30 June
	For the six-month periods                 ended 30 June

	
	2007
	2006
	2007
	2006

	
	
	
	
	(Restated)

	Net income and earnings per share as reported in these financial statements:
	
	

	   Net income (Thousand Baht) 
	372,459
	1,549,865
	483,736
	1,595,890

	   Earnings per share (Baht)
	0.03
	0.12
	0.04
	0.12

	If the depreciation charge been calculated based on the revalued amounts, net income and earnings per share would have been changed to the following: 
	
	

	   Net income (Thousand Baht) 
	326,266
	1,457,298
	381,087
	1,436,039

	   Earnings per share (Baht)
	0.02
	0.11
	0.03
	0.11


	
	Separate financial statements

	
	For the three-month periods      ended 30 June
	For the six-month periods                 ended 30 June

	
	2007
	2006
	2007
	2006

	
	
	
	
	(Restated)

	Net income and earnings per share as reported in these financial statements:
	
	

	   Net income (Thousand Baht) 
	354,481
	1,512,751
	442,300
	1,527,753

	   Earnings per share (Baht)
	0.03
	0.12
	0.03
	0.12

	If the depreciation charge been calculated based on the revalued amounts, net income and earnings per share would have been changed to the following: 
	
	

	   Net income (Thousand Baht) 
	310,285
	1,422,295
	343,623
	1,372,101

	   Earnings per share (Baht)
	0.02
	0.11
	0.03
	0.10



Had the assets been carried in the financial statements based on the historical cost, their net book value as at 30 June 2007 and 31 December 2006 would have been as follows:
	
	(Unit: Thousand Baht)

	
	Net book value (in the case that presented at historical cost)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Land and land improvement 
	1,414,429
	1,418,773
	869,725
	879,140

	Buildings
	947,551
	972,172
	875,999
	898,316

	Machinery and manufactured equipment
	11,358,644
	11,420,575
	11,287,560
	11,409,767

	Machinery and other equipment
	99,776
	86,546
	79,427
	66,566

	Roads
	19,445
	18,429
	11,441
	13,705

	Berth and berth facilities
	1,411,981
	1,443,691
	-
	-

	Total
	15,251,826
	15,360,186
	13,124,152
	13,267,494



As at 30 June 2007, the Company and its subsidiaries have machinery and equipment and motor vehicles acquired under hire purchase agreements and finance lease agreements, with net book value amounting to Baht 583.6 million (the Company only : Baht 534.5 million).

As at 30 June 2007, the Company had mortgaged/pledged 94 percent of its land, buildings, machinery and equipment (based on net book values) to secure bank overdrafts, short-term loans from financial institutions, long-term loans and debentures, as described in Note 14, Note 15 and Note 16 to the interim financial statements.

As at 30 June 2007, Prachuap Port Company Limited, the subsidiary, had mortgaged 84 percent of its land and berth expansion construction (based on net book values), to secure long-term loans and bank guarantees as described in Note 15 to the interim financial statements.



As at 30 June 2007, West Coast Engineering Company Limited, the subsidiary, had mortgaged all land and construction thereon to secure bank overdrafts, short-term loans, long-term loans and other bank credit facilities as described in Note 14 and Note 15 to the interim financial statements.
12.
INTANGIBLE ASSETS
Movements of the intangible assets account during the six-month period ended 30 June 2007 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated     financial statements
	Separate           financial statements

	Net book value as at 1 January 2007
	66,414
	65,759

	Acquisitions during the period - at cost
	1,159
	1,159

	Amortisation for the period
	(3,838)
	(3,796)

	Net book value as at 30 June 2007
	63,735
	63,122


13.
OTHER NON-CURRENT ASSETS

	
	(Unit: Thousand Baht)

	
	Consolidated              financial statements
	Separate                    financial statements

	
	30 June
	31 December
	30 June
	31 December

	
	2007
	2006
	2007
	2006

	
	
	(Audited)
	
	(Audited)

	Deposits
	9,174
	9,035
	8,168
	8,161

	Receivable from cancellation of shipbuilding contract
	-
	11,462
	-
	-

	Others 
	1,729
	1,729
	-
	-

	
	10,903
	22,226
	8,168
	8,161

	Less: Allowance for doubtful debts - receivable from cancellation of shipbuilding contract
	-
	(11,462)
	-
	-

	Total
	10,903
	10,764
	8,168
	8,161



Receivable from cancellation of shipbuilding contract represents a balance of Prachuap Port Company Limited, a subsidiary, which cancelled a shipbuilding contract for tugboats. The supplier agreed to return all money paid by the subsidiary, amounting to USD 3.8 million or Baht 168.0 million, in fifteen installments between 8 July 2002 and 8 March 2007. In this quarter, the subsidiary received final settlement.

14.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Bank overdrafts
	11,031
	-
	-
	-

	Short-term loans from financial institutions
	
	
	

	Promissory note
	2,434,000
	920,000
	2,380,000
	920,000

	Bills of exchange
	1,000,000
	2,010,000
	1,000,000
	2,010,000

	Trust receipts
	4,837,651
	9,636,451
	4,837,651
	9,636,451

	Packing credit
	1,003,256
	-
	1,003,256
	-

	Total
	9,285,938
	12,566,451
	9,220,907
	12,566,451

	Less : Deferred interest - bills of exchange
	(11,531)
	(68,007)
	(11,531)
	(68,007)

	Total
	9,274,407
	12,498,444
	9,209,376
	12,498,444



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 additionally made a second mortgage of land and construction thereon and machinery of the Company and assigned beneficiary rights under insurance policies to the lenders.


In the first quarter of current year, the Company entered into an agreement granting a new short-term credit facility of Baht 2,000 million, which is secured by the pledge of raw materials and finished goods owned by the Company.

Short-term loans in the form of bills of exchange are unsecured.

The bank overdraft and short-term loan of West Coast Engineering Company Limited, the subsidiary, from a commercial bank are secured by the mortgage of land and the guarantee by the Company and for those bank overdrafts and short-term loan with another commercial bank are secured by mortgage of land and its construction thereon and the assignment of beneficiary rights under insurance policies to the lenders.


In the first quarter of the current year, Prachuap Port Company Limited, a subsidiary, entered into new agreements with a commercial bank granting it short-term credit facilities of Baht 70 million in the form of promissory notes, as described in Note 15 to the interim financial statements.
15.
LONG-TERM LOANS FROM FINANCIAL INSTITUTIONS
	(Unit : Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	15.1
The Baht 5,600 million loan under the                        loan agreement dated 15 September 2003
	5,096,000
	5,264,000
	5,096,000
	5,264,000

	15.2
The Baht 2,000 million loan under the additional long-term loans agreement dated 29 December 2003
	-
	200,000
	-
	200,000

	15.3
The Baht 1,000 million loan under the                        loan agreement dated 11 September 2003
	920,000
	940,000
	920,000
	940,000

	15.4
The Baht 833 million loan under a subsidiary’s           debt restructuring agreement dated 30 June 1999
	-
	35,716
	-
	-

	15.5
The Baht 650 million loan under a subsidiary’s            loan agreement dated 5 September 2003
	560,286
	561,691
	-
	-

	15.6
The Baht 180 million loan under a subsidiary’s            loan agreement dated 23 March 2007
	93,500
	-
	-
	-

	15.7
The Baht 45 million loan under a subsidiary’s             loan agreement dated 21 March 2005
	25,000
	45,000
	-
	-

	15.8
The Baht 60 million loan under a subsidiary’s           loan agreement dated 2 October 2006
	34,770
	30,500
	-
	-

	Total
	6,729,556
	7,076,907
	6,016,000
	6,404,000

	Less : Current portion of long-term loans
	(615,553)
	(761,089)
	(416,000)
	(596,000)

	
	6,114,003
	6,315,818
	5,600,000
	5,808,000

	Add : Difference of interest per effective interest rate and interest rate per debt restructuring agreement
	-
	452
	-
	-

	Long-term loans
	6,114,003
	6,316,270
	5,600,000
	5,808,000



Long-term loans No. 15.1, 15.2 and 15.3 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 relating to various matters, such as maintenance of financial ratios, the maintenance of the Company’s shareholding in Prachuap Port Company Limited, restrictions on dividend payment in each fiscal year, and a prohibition on the Company pledging its investments in shares or creating any obligation thereon. As at 30 June 2007, one of the Company’s financial ratios did not comply with the conditions of the loan agreements. However, by 9 August 2007 the Company received waiver letters from the lenders, whereby the banks consented to allow the Company to maintain such financial ratio at a rate below that specified in the loan agreements, for the six-month period ended 30 June 2007. As at the balance sheet date, the Company has therefore classified the loans as long-term loans and current portion of long-term loans in accordance with the original payment schedule stipulated in the loan agreements. 


Loan No. 15.4 is secured by the subsidiary’s director and the mortgage of the subsidiary’s land. 

Loan No. 15.5 is secured by the mortgage of land and related construction thereon and the expansion of the berth of the subsidiary. This loan agreement contain covenants relating to various matters, such as the maintenance of financial ratios, restrictions on incurring indebtedness and creating or permitting the subsistence of security interest an assets, and the maintenance of present shareholders.

Loan No. 15.6, a subsidiary obtained new credit facilities amounting to Baht 250 million from a commercial bank on 23 march 2007, as detailed below.  
a)
A short-term credit facility amounting to Baht 70 million under promissory notes, carrying interest at MMR (market interest rate).

b)
A long-term credit facility amounting to Baht 180 million, carrying interest at MLR less 0.5 percent per annum. The principal is to be repaid in 20 quarterly installments, with full settlement of principal to be made within March 2012. The first installment is due in June 2007.


The new credit secured by the mortgage of certain land of the subsidiary and construction and/or future construction thereon. 
In addition, these loan agreements contain covenants relating to various matters such as the maintenance of financial ratios, the restrictions on incurring indebtedness and creating or permitting the subsistence of security interest, the assignment of beneficiary rights under insurance policies for the construction and the maintenance of shareholders’ equity in the subsidiaries. Up to 30 June 2007, the subsidiary drawn down Baht 100 million from this credit facility. 

Loan No. 15.7 is secured by the mortgage of a plot of land and construction and/or future construction thereon of the subsidiary and is guaranteed by the Company. 

Loan No. 15.8 is secured by the mortgage of a plot of land of the subsidiary and construction thereon and the assignment of beneficiary rights under insurance policies to the lender. In addition, this loan agreement contains certain covenants relating to various matters, such as the maintenance of financial ratios, and the Company’s maintenance of a shareholding of not less than 75 percent in the subsidiary for the term of the loan agreement.


Movements in the long-term loans account during the six-month period ended 30 June 2007 are summarised below.

	
	(Unit : Thousand Baht) 

	
	Consolidated     financial statements
	Separate         financial statements

	
	
	

	Balance as at 1 January 2007
	7,076,907
	6,404,000

	Add: Additional borrowings
	144,770
	-

	Less: Repayment of loans
	(492,121)
	(388,000)

	Balance as at 30 June 2007
	6,729,556
	6,016,000


16.
DEBENTURES
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	16.1
Secured amortising debentures No. 1 Series 1 of 1.80 million units with a total value of Baht 1,800 million
	-
	360,000
	-
	360,000

	16.2
Secured amortising debentures No. 1 Series 2 of 1.45 million units with a total value of Baht 1,450 million
	1,450,000
	1,450,000
	1,450,000
	1,450,000

	Total
	1,450,000
	1,810,000
	1,450,000
	1,810,000

	Less: Current portion
	(1,450,000)
	(1,085,000)
	(1,450,000)
	(1,085,000)

	Debentures
	-
	725,000
	-
	725,000



These debentures were secured by the mortgage/pledge of land and its construction thereon, and machinery of the Company. 


Movements in the debentures account during the six-month period ended 30 June 2007 are summarised below.

	 (Unit: Thousand Baht)

	
	Consolidated/Separate 

financial statements

	Balance as at 1 January 2007 
	1,810,000

	Less: Repayment of debentures
	(360,000)

	Balance as at 30 June 2007
	1,450,000


17.
LIABILITIES UNDER FINANCE LEASE AGREEMENTS
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Liabilities under finance lease agreements 
	494,105
	512,122
	454,994
	512,122

	Less : Deferred interest expenses  
	(43,029)
	(54,221)
	(39,054)
	(54,221)

	Total 
	451,076
	457,901
	415,940
	457,901

	Less : Portion due within one year
	(159,986)
	(95,239)
	(149,381)
	(95,239)

	Liabilities under finance lease agreements
	291,090
	362,662
	266,559
	362,662



The Company and its subsidiary companies have entered into the finance lease agreements with leasing companies for rental of the machine equipment and vehicle for operation and committed to pay rental fee on a monthly basis. As at 30 June 2007, there were leasing commitments under the finance lease agreements payable to the Company and its subsidiary companies as follows :
	
	
	(Unit : Thousand Baht)

	
	The Company
	Subsidiary companies
	Total

	Within 1 year
	174,410
	12,649
	187,059

	After 1 year
	280,584
	26,462
	307,046

	Total
	454,994
	39,111
	494,105


18.
REVALUATION SURPLUS

	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	30 June 2007
	31 December 2006
	30 June 2007
	31 December 2006

	
	
	(Audited)
	
	(Audited)

	Revaluation surplus of :
	
	
	
	

	The Company
	4,169,984
	4,268,661
	4,169,984
	4,268,661

	The subsidiary
	120,638
	124,610
	-
	-

	Other company (former associated company)
	561,621
	561,621
	561,621
	561,621

	
	4,852,243
	4,954,892
	4,731,605
	4,830,282



A surplus from revaluation of assets is not to be offset against deficit or to be distributed as dividend by the Company. 

19.
STATUTORY RESERVE


Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside to a statutory reserve at least 5 percent of its net income after deducting accumulated deficit brought forward         (if any), until the reserve reaches 10 percent of the registered capital. The statutory reserve is not available for dividend distribution.

20.
DIVIDEND PAYMENT


On 10 April 2007, the Extraordinary Shareholders’ Meeting passed a resolution to approve the payment of a dividend for the year 2006 of Baht 0.025 per share, or a total of Baht 327.5 million. 
21.
SEGMENT INFORMATION 

The Company and its subsidiaries’ business operations in Thailand involve three principal segments: (1) manufacture of hot rolled coils (2) maintenance services and (3) deep-sea port services. The produce of the hot rolled coils segment is sold domestically and overseas. Below is the consolidated financial information of the Company and its subsidiaries for the three-month and six-month periods ended 30 June 2007 and 2006 by segment. 

	
	(Unit : Thousand Baht)

	
	Consolidated financial statements for the three-month periods ended 30 June

	
	Manufacture of
	Maintenance
	Deep-sea
	Elimination of
	

	
	hot rolled coils
	services
	port services
	inter-segment
	Consolidated

	
	segment
	segment
	segment
	revenues
	financial statements

	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	Domestic sales and services
	6,129,390
	9,329,147
	119,426
	92,475
	61,246
	94,806
	(105,080)
	(137,397)
	6,204,982
	9,379,031

	Export sales
	867,894
	1,687,079
	-
	-
	-
	-
	-
	-
	867,894
	1,687,079

	Total revenues
	6,997,284
	11,016,226
	119,426
	92,475
	61,246
	94,806
	(105,080)
	(137,397)
	7,072,876
	11,066,110

	Operating profit
	629,893
	1,943,504
	17,366
	20,974
	23,061
	60,509
	
	
	675,536
	2,025,570

	Interest expenses
	
	
	
	
	
	
	
	
	(289,065)
	(433,612)

	Corporate income tax
	
	
	
	
	
	
	
	
	(4,182)
	(13,468)

	Minority interest
	
	
	
	
	
	
	
	
	(9,830)
	(28,625)

	Net income
	
	
	
	
	
	
	
	
	372,459
	1,549,865


	
	(Unit : Thousand Baht)

	
	Consolidated financial statements for the six-month periods ended 30 June

	
	Manufacture of
	Maintenance
	Deep-sea
	Elimination of
	

	
	hot rolled coils
	services
	port services
	inter-segment
	Consolidated

	
	segment
	segment
	segment
	revenues
	financial statements

	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	Domestic sales and services
	11,808,885
	15,466,810
	235,943
	192,314
	127,495
	139,234
	(211,695)
	(253,518)
	11,960,628
	15,544,840

	Export sales
	2,832,776
	1,884,284
	-
	-
	-
	-
	-
	-
	2,832,776
	1,884,284

	Total revenues
	14,641,661
	17,531,094
	235,943
	192,314
	127,495
	139,234
	(211,695)
	(253,518)
	14,793,404
	17,429,124

	Operating profit
	1,070,915
	2,392,731
	31,404
	45,559
	58,114
	74,458
	
	
	1,172,526
	2,530,483

	Interest expenses
	
	
	
	
	
	
	
	
	(655,401)
	(870,236)

	Corporate income tax
	
	
	
	
	
	
	
	
	(8,558)
	(22,350)

	Minority interest
	
	
	
	
	
	
	
	
	(24,831)
	(42,007)

	Net income
	
	
	
	
	
	
	
	
	483,736
	1,595,890


22.
COMMITMENTS AND CONTINGENT LIABILITIES


22.1
Capital commitments



As at 30 June 2007, the Company had capital commitments totalling approximately Baht 37.7 million and EUR 0.3 million in respect of agreements relating to the construction of a warehouse for finished goods and the purchase of machinery and equipment.


As at 30 June 2007, West Coast Engineering Company Limited, the subsidiary, had capital commitments totaling approximately Baht 4.2 million and USD 0.6 million in relation to the construction agreements and the purchase of machinery.





As at 30 June 2007, Prachuap Port Company Limited, the subsidiary, had capital commitments totaling approximately Baht 12.0 million in relation to the construction of concrete road in Prachuap port.


22.2
Operating lease commitments




The Company and its subsidiaries have entered into several lease agreements in respect of the lease of land, office space and vehicles. As at 30 June 2007, there were commitments to be payable under those agreements as follows:
	
	(Unit : Million Baht)

	
	Consolidated            financial statements
	Separate               financial statements

	Payable within:
	
	

	1 year
	11.1
	9.6

	2 - 5 years
	6.5
	6.2

	Total
	17.6
	15.8



22.3
Other commitments


· As at 30 June 2007, the Company has commitments amounting to Baht 121.3 million,               USD 12.6 million and EUR 2.3 million in relation to agreements to purchase spare parts and supply and obtaining maintenance services.

· As at 30 June 2007, the Company had commitments to banks under the outstanding letters of credit amounting to approximately USD 40.7 million EUR 0.2 million and Baht 7.2 million.
· As at 30 June 2007, West Coast Engineering Company Limited, the subsidiary, has commitments amounting to Baht 4.4 million in relation to contracting agreement and its related service agreements.
· As at 30 June 2007, Prachuap Port Company Limited, the subsidiary, has commitments amounting to Bath 0.8 million in relation to an agreement appointing a party to perform an environmental impact study and a marine survey for the construction of a ship berth.

22.4
Bank guarantees




As at 30 June 2007, there were outstanding bank guarantees of Baht 1,599.1 million (the Company only: Baht 1,579.5 million) issued by banks on behalf of the Company and its subsidiaries in respect of certain performance bonds as required in the normal course of business. 



The Baht 1.579.5 million of bank guarantees include a Baht 1,458.2 million bank guarantee issued by a bank on behalf of the Company to the Revenue Department, to secure a value added tax refund before the VAT refund process is complete. During the current period the Revenue Department refunded the Baht 1,458.2 million to the Company and is in the process of conducting an examination of such tax.


22.5
Guarantee with subsidiary company




The Company has guaranteed short-term credit facilities of its subsidiary company amounting to Baht 50 million.




Generally, the Company’s guarantees are binding for as long as the underlying obligations have not yet been discharged by that subsidiary. No fees are charged for the provision of these guarantees.

22.6
Litigation


(a)
The Company was sued by the Forestry Department in a civil case regarding a project to construct a road to the berth, with a total of Baht 4.9 million claimed. Subsequently, on                1 September 2005, the Prachuapkhirikhan 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 Forestry Department. The case is currently pending in the Appeal Court. On 14 July 2006, 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. As at             30 June 2007, the Company has not provided for losses that may arise as a result of this case in its financial statements.

(b)
In March 2004, the Company was the 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 in July 2005, two of the plaintiffs in these cases sued the Company in the Central Intellectual Property and International Trade Court, which has jurisdiction in the cases. Claim made total approximately Baht 80 million. In December 2005, the Central Intellectual Property and International Trade Court combined the two cases because they pertain to the same dispute. The cases are currently pending in the Central Intellectual Property and International Trade Court. As at 30 June 2007, the Company has not provided for losses that may arise as a result of these cases in its financial statements.
23.
FINANCIAL INSTRUMENTS

23.1
Forward exchange contracts


As at 30 June 2007, the Company has outstanding obligations to buy a total of USD 95.0 million under forward purchase agreements.


As at 30 June 2007, the Company has outstanding obligations to sell a total of USD 99.2 million under forward sales agreements.
23.2
Liabilities - foreign currency not hedged against foreign exchange risk 


Significant foreign currency liabilities of the Company which were unhedged as at 30 June 2007, most of which are current balances, are summarised below.  

	
	Amount

	Assets
	

	Assets denominated in Euro
	
EUR
0.8 million

	
	

	Liabilities
	

	Liabilities denominated in US dollar
	
USD 
1.6 million

	Liabilities denominated in Euro
	
EUR
0.2 million

	Liabilities denominated in Italian Lira
	
ITL 
1.8 million


24.
ADJUSTMENT IN CONSOLIDATED FINANCIAL STATEMENTS


In the third quarter of 2006, the Company adjusted the subsidiary’s statutory reserve for the year ended 31 December 2005 against the unappropriated retained earnings in the consolidated financial statements. The effect of the adjustment was to decrease the statutory reserve in the consolidated financial statements as at 1 January 2006 by Baht 6.9 million and increase unappropriated retained earnings in the consolidated financial statements by the same amount. The adjustment has been presented under the heading of “Adjustment transaction relating to the statutory reserve” in the consolidated statement of changes in shareholders’ equity for the three-month and six-month period ended 30 June 2006. 
25.
RECLASSIFICATION


In addition to the change in accounting policy as mentioned in Note 4 to the interim financial statement, which affects the previously reported net income and shareholders’ equity, certain other amounts in the financial statements for the prior period have been reclassified to conform to the current period’s classification, but with no effect to previously reported net income or shareholders’ equity other than from the change in accounting policy.

26.
APPROVAL OF INTERIM FINANCIAL STATEMENTS


These interim financial statements were authorised for issue by the Company’s authorised directors on      9 August 2007.
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