(Unaudited but reviewed)

Sahaviriya Steel Industries Public Company Limited and its subsidiaries
Notes to interim financial statements
For the three-month period ended 31 March 2008
1.
General information

1.1
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 and distributor 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 subsidising 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 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.

1.2
Basis for the preparation of interim financial statements


These interim financial statements are prepared in accordance with Accounting Standards Pronouncement No. 41 (revised 2007) “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.

1.3
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 2007, with there being no changes in the structure of shareholding in subsidiaries during the current period.

1.4
Accounting standards which are effective for the current year


TAS 25 (revised 2007)
Cash Flow Statements


TAS 29 (revised 2007)
Leases


TAS 31 (revised 2007)
Inventories


TAS 33 (revised 2007)
Borrowing Costs


TAS 35 (revised 2007) 
Presentation of Financial Statements


TAS 39 (revised 2007)
Accounting Policies, Changes in Accounting Estimates and Errors


TAS 41 (revised 2007) 
Interim Financial Reporting


TAS 43 (revised 2007) 
Business Combinations


TAS 49 (revised 2007) 
Construction Contracts


TAS 51
Intangible Assets


These accounting standards become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these accounting standards and believes that TAS 43 and TAS 49 are not relevant to the business of the Company, whereas TAS 25, TAS 29, TAS 31, TAS 33, TAS 35, TAS 39, TAS 41 and TAS 51 do not have any significant impact on the financial statements for the current period. 
1.5
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 2007. 

2.
Trade accounts and notes receivable

The outstanding balances of trade accounts and notes receivable as at 31 March 2008 and 31 December 2007 are aged, based on due date, as follows: 

	 (Unit: Thousand Baht)

	
	Consolidated              financial statements
	Separate                  financial statements

	
	31 March
	31 December
	31 March
	31 December

	
	2008
	2007
	2008
	2007

	
	
	(Audited)
	
	(Audited)

	Age of receivables
	
	
	
	

	Related parties
	
	
	
	

	Not yet due
	2,773,557
	2,653,133
	2,767,682
	2,643,900

	Past due
	
	
	
	

	Up to 3 months
	540,953
	35,641
	538,954
	29,601

	Total
	3,314,510
	2,688,774
	3,306,636
	2,673,501

	Other companies
	
	
	
	

	Not yet due
	276,436
	44,902
	256,142
	37,586

	Past due
	
	
	
	

	Up to 3 months
	315,090
	386,778
	313,965
	379,491

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

	Total
	875,335
	715,489
	853,916
	700,886

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

	Total
	591,526
	431,680
	570,107
	417,077

	Trade accounts and notes receivable - net
	3,906,036
	3,120,454
	3,876,743
	3,090,578


3.
Related party transactions
3.1
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
	31 March 2008
	31 December 2007

	Subsidiary companies
	
	
	

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

	West Coast Engineering Company Limited
	Maintenance 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
	Producer of processing steel 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 and indirect shareholding by the Company’s directors(s)
	Common directors and aggregate direct and indirect 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 direct and indirect shareholding by the Company’s directors(s)

	Line Transport Company Limited
	Transport services-short distance
	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)

	Bangpakong Port Company Limited
	Transport services-short distance
	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)

	Bangsaphan Transport Company Limited
	Transport services
	Direct and indirect shareholding by the Company’s director(s)
	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 31 March

	
	Consolidated 
financial statements
	Separate 
financial statements

	
	2008
	2007
	2008
	2007

	Transactions with related parties
	
	
	
	

	Revenue from sales
	
	
	
	

	Subsidiary company (eliminated from the consolidated financial statements)

	West Coast Engineering Company Limited
	-
	-
	906
	837

	Related Companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	642,777
	637,979
	642,751
	637,945

	B.S. Metal Company Limited
	1,295,150
	599,743
	1,295,150
	599,743

	Sahaviriya Panich International Company Limited
	3,095,168
	1,322,360
	3,095,168
	1,322,360

	
	5,033,095
	2,560,082
	5,033,975
	2,560,885

	Revenue from rendering of services
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	16,340
	20,499
	-
	-

	Bangsaphan Barmill Public Company limited
	3,697
	3,853
	-
	-

	Line Transport Company Limited
	2,892
	2,213
	-
	-

	Other related companies
	1,810
	774
	-
	-

	
	24,739
	27,339
	-
	-

	Other income
	
	
	
	

	Subsidiary company (eliminated from the consolidated financial statements)

	West Coast Engineering Company Limited
	-
	-
	121
	109

	Related companies
	
	
	
	

	Other related companies
	567
	179
	430
	46

	
	567
	179
	551
	155

	Purchases of goods and services 
	
	
	
	

	Subsidiary companies (eliminated from the consolidated financial statements)

	Prachuap Port Company Limited
	-
	-
	20,528
	20,256

	West Coat Engineering Company Limited
	-
	-
	58,116
	72,345

	Related companies
	
	
	
	

	Line Transport Company Limited
	14,468
	35,108
	14,468
	35,102

	B.S. Metal Company Limited
	1,251
	2,076
	1,251
	2,076

	Other related companies
	190
	839
	190
	509

	
	15,909
	38,023
	94,553
	130,288

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Selling and administrative expenses
	
	
	
	

	Subsidiary company (eliminated from the consolidated financial statements)

	Prachuap Port Company Limited
	-
	-
	463
	1,734

	Related companies
	
	
	
	

	Prapawit Building Property Company Limited 
	3,270
	3,495
	2,829
	2,996

	Sahaviriya Panich International Company Limited
	606
	12,286
	606
	12,286

	Line Transport Company Limited
	11,832
	14,947
	11,734
	14,907

	Bangpakong Lighter Company Limited
	46,650
	36,830
	46,650
	36,830

	C.A.R. Services Company Limited
	19,644
	15,541
	19,644
	15,541

	Bangpakong Port Company Limited
	1,080
	-
	1,080
	-

	Other related companies
	324
	364
	226
	169

	
	83,406
	83,463
	83,232
	84,463



Business transactions and pricing policies are summarised as follows.

	Transactions with subsidiary companies
	Pricing policy

	Revenue from sales 
:
	· Same prices as those charged to third parties, dependent on purchasing volume and relevant marketing considerations.

	Other income
:
	· Sales of scrap material are priced based on scrap weight and the prices set by the Company.

	Purchases of goods and services 
:
	· The fees charged by the subsidiary for the production of parts and spare parts are based on prices, as charged to normal customers under terms and conditions normally applicable to transaction of a similar nature. 

· Maintenance-related services are charged based on the long-term maintenance service agreements. The term of the agreement can be modified according to business circumstances. 

· Port services rendered are charged based on the rate determined by the Ministry of Transportation, dependent on service volume and relevant marketing considerations.

	Selling and administration expenses
:
	· Port services rendered are charged based on the rate determined by the Ministry of Transportation, dependent on service volume and relevant marketing considerations.


	Transactions with related companies
	Pricing policy

	Revenue from sales 

:
	· Same prices as those charged to third parties, dependent on purchasing volume and relevant marketing considerations.

	Revenue from rendering of services
:
	· Port services rendered are charged based on the rate determined by the Ministry of Transportation, dependent on service volume and relevant marketing considerations.

· Charges for rendering of services and maintenance-related services are based on the agreement.

	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 related companies was charged at mutually agreed prices.

	Purchase of goods and services
:
	· Transportation charges are based on the transportation agreement and cargo weight and distance.

· Rental of warehouse is charged based on the rental agreement.

· Cut sheet services are charged based on agreement.
· Rental charges for staff accommodation are fixed on an annual basis and agreed with the lesser. 

	Selling and administration expenses :
	· Domestic transportation services are charged based on the transportation agreement and cargo weight and distance.

· Office rental is charged based on the rental agreement.

· Rental charges for staff accommodation are fixed on an annual basis and agreed with the lesser.
· Commission expense is charged based on agreement.



The balances of the accounts as at 31 March 2008 and 31 December 2007 between the Company and those related parties are as follows:

	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate 
financial statements

	
	31 March
	31 December
	31 March
	31 December

	
	2008
	2007
	2008
	2007

	
	
	(Audited)
	
	(Audited)

	Trade accounts and notes receivable
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	882
	-

	Total trade accounts and notes receivable - subsidiary company
	-
	-
	882
	-

	
	
	
	
	

	Trade accounts and notes receivable (continued)
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	152,806
	57,413
	146,522
	46,865

	B.S. Metal Company Limited
	1,710,852
	1,625,825
	1,710,700
	1,625,703

	Sahaviriya Panich International Company Limited
	1,448,532
	1,000,933
	1,448,532
	1,000,933

	Other related companies
	2,320
	4,603
	-
	-

	Total trade accounts and notes receivable - related companies
	3,314,510
	2,688,774
	3,305,754
	2,673,501

	Trade accounts and notes receivable - related parties
	3,314,510
	2,688,774
	3,306,636
	2,673,501

	
	
	
	
	

	Amounts due from and advances paid to related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited
	-
	-
	-
	29

	  West Coast Engineering Company Limited
	-
	-
	39,173
	3,336

	Total amounts due from and advances paid to subsidiaries
	-
	-
	39,173
	3,365

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	11
	2,704
	11
	2,703

	Other related companies
	181
	1,607
	-
	1,422

	Total amounts due from and advances paid to related companies
	192
	4,311
	11
	4,125

	Amounts due from and advances paid to related parties
	192
	4,311
	39,184
	7,490

	
	
	
	
	

	Accrued income from related parties
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	492
	398

	Total accrued income from subsidiary company
	-
	-
	492
	398

	Related companies
	
	
	
	

	Thai Coated Steel Sheet Company Limited
	7,076
	5,650
	7,076
	5,650

	Bangsaphan Barmill Public Company Limited
	3,625
	275
	3,625
	275

	Other related companies
	1,444
	3,141
	931
	1,231

	Total accrued income from related companies
	12,145
	9,066
	11,632
	7,156

	Accrued income from related parties
	12,145
	9,066
	12,124
	7,554

	
	
	
	
	

	Trade accounts payable
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited 
	-
	-
	5,382
	-

	West Coast Engineering Company Limited
	-
	-
	5,153
	4,920

	Total trade accounts payable - subsidiary companies
	-
	-
	10,535
	4,920

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Trade accounts payable (continued)
	
	
	
	

	Related companies
	
	
	
	

	Bangpakong Lighter Company Limited
	-
	7,568
	-
	7,568

	Line Transport Company Limited
	1,278
	1,195
	1,278
	1,195

	B.S. Metal Company Limited
	595
	422
	595
	422

	C.A.R. Services Company Limited
	-
	612
	-
	612

	Total trade accounts payable - related companies
	1,873
	9,797
	1,873
	9,797

	Trade accounts payable - related parties
	1,873
	9,797
	12,408
	14,717

	
	
	
	
	

	Amounts due to and advances received from related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited 
	-
	-
	5,747
	10,886

	West Coast Engineering Company Limited
	-
	-
	5,806
	10,082

	Total amounts due to and advances received from subsidiaries
	-
	-
	11,553
	20,968

	Related companies
	
	
	
	

	Bangsaphan Transport Company Limited
	799
	799
	799
	799

	Line Transport Company Limited
	5,792
	10,096
	5,736
	10,068

	Bangpakong Lighter Company Limited
	12,289
	13,537
	12,289
	13,537

	C.A.R. Services Company Limited
	10,761
	8,267
	10,761
	8,267

	Sahaviriya Panich International Company Limited
	278
	5,187
	278
	5,187

	Bangpakong Port Company Limited
	2,052
	978
	2,052
	978

	B.S. Metal Company Limited
	2,250
	350
	2,250
	350

	Other related companies
	291
	346
	249
	263

	Total amounts due to and advances received from related companies
	34,512
	39,560
	34,414
	39,449

	Amounts due to and advances received from related parties 
	34,512
	39,560
	45,967
	60,417


3.2
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 period ended 31 March 2008 totaling Baht 13.3 million (the Company only: Baht 12.1 million) (2007: Baht 11.0 million (the Company only: Baht 9.8 million)).
3.3
Guarantee obligations with subsidiary company

The Company has outstanding guarantee obligations with its subsidiary, as described in Note 18.5 to the interim financial statements.
4.
Inventories and allowance for diminution in value of inventories
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March     2008
	31 December 2007
	31 March     2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Finished goods
	2,472,231
	3,242,003
	2,481,861
	3,258,011

	Raw materials
	1,684,726
	3,556,299
	1,688,252
	3,564,363

	Spare parts and consumable goods
	1,536,253
	1,528,216
	1,524,818
	1,520,174

	Goods in transit
	1,195,954
	804,227
	1,195,954
	804,227

	Total
	6,889,164
	9,130,745
	6,890,885
	9,146,775

	Less:
Allowance for diminution in value of finished goods
	(5,524)
	(46,229)
	(5,524)
	(46,229)

	Less:
Allowance for diminution in value of raw materials
	-
	(2,819)
	-
	(2,819)

	Less:
Allowance for diminution in value of spare parts and consumable goods
	(216,983)
	(218,489)
	(216,983)
	(218,489)

	Inventories - net
	6,666,657
	8,863,208
	6,668,378
	8,879,238



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 9 and 10 to the interim financial statements.


Movements in the allowance for diminution in value of inventories account during the three-month period ended 31 March 2008 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated /Separate financial statements

	
	Finished goods
	Raw material
	Spare parts and   consumable goods

	Balance as at 31 December 2007
	46,229
	2,819
	218,489

	Less: Reversal allowance for diminution in value of inventories during the period
	(40,705)
	(2,819)
	(1,506)

	Balance as at 31 March 2008
	5,524
	-
	216,983


5.
Investments in subsidiary companies
	
	Separate financial statements

	Companies
	Paid-up capital
	Shareholding percentage
	Cost

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

	
	2008
	2007
	2008
	2007
	2008
	2007

	
	Million Baht
	Million Baht

(Audited)
	Percentage


	Percentage

(Audited)
	Thousand Baht
	Thousand Baht
(Audited)

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

	West Coast Engineering Company Limited 
	75.0
	75.0
	99.99
	99.99
	75,000
	75,000

	Total investments in subsidiary companies
	
	
	
	
	279,000
	279,000


6.
Other long-term investments
	
	
	Consolidated / Separate financial statements

	
	
	Shareholding
	
	Allowance for impairment
	Carrying amount

	Companies
	Nature of business
	percentage
	Cost
	of investments
	based on cost method - net

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

	
	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	
	
	Percentage
	Percentage
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht
	Thousand Baht

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

	Other investments
	
	
	
	
	
	
	
	
	

	Thai Coated Steel Sheet 
	Producer of electro-
	
	
	
	
	
	
	
	

	Company Limited  
	galvanized coils
	3.70
	3.70
	293,999
	293,999
	(293,999)
	(293,999)
	-
	-

	Thai Cold Rolled Steel Sheet 
	Producer of cold 
	
	
	
	
	
	
	
	

	Public Company Limited
	rolled coils
	18.78
	18.78
	1,986,540
	1,986,540
	(376,504)
	(376,504)
	1,610,036
	1,610,036

	
	
	
	
	2,280,539
	2,280,539
	(670,503)
	(670,503)
	1,610,036
	1,610,036



Acquisition of shares of Thai Cold Rolled Steel Sheet Public Company Limited from Japanese shareholders

On 5 April 2007, the Board of Directors’ Meeting No. 3/2550 passed resolutions to approve 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 shareholders, under the Agreement on Option to Purchase Shares of TCRSS, whereby a related company has the right to purchase the shares from the Japanese shareholders, and on 26 June 2007, this was approved by resolution of an Extraordinary Shareholders’ Meeting No. 1/2550. In addition the Extraordinary Shareholders’ Meeting approved the Company’s provision of collateral to secure credit facilities and its assumption of responsibility for liabilities of Thai Cold Rolled Steel Sheet Public Company Limited, in proportion to the shareholding of the Company.


On 26 February 2008, such related company transferred the right to purchase such shares to the Company. Consequently, on 6 March 2008, the Company, the related company, Japanese shareholders and Thai Cold Rolled Steel Sheet Public Company Limited entered into a joint venture agreement, which becomes effective when the Company is able to meet the conditions stipulated, such as the Company’s obtaining credit facilities for Thai Cold Rolled Steel Sheet Public Company Limited, together with collateral to secure those credit facilities. The Company is in the process of meeting the conditions in the agreement.


After completion of the purchase of shares from the Japanese shareholders the Company’s equity interest in Thai Cold Rolled Steel Sheet Public Company Limited will be increased from 18.78 percent to 50.15 percent.


In order to hedge foreign exchange risk in respect of the above share acquisition, during 2007 the Company entered into forward exchange contracts to buy a total of USD 95 million. The contract value per the exchange rate under these forward exchange contracts is a total of Baht 292 million higher than that per the exchange rate as at 31 March 2008. This difference will be recorded as part of the cost of the investment in Thai Cold Rolled Steel Sheet Public Company Limited.  

7.
Property, plant and equipment

Movements of the property, plant and equipment account during the three-month period ended 31 March 2008 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated   financial statements
	Separate      financial statements

	Net book value as at 1 January 2008
	22,742,773
	20,174,450

	Acquisitions during the period - at cost
	50,015
	30,387

	Write-off during the period - net book value at write-off date
	(31)
	(29)

	Depreciation for the period
	(150,965)
	(120,739)

	Amortisation of revaluation surplus
	(71,460)
	(62,152)

	Net book value as at 31 March 2008
	22,570,332
	20,021,917



In December 2007, the Company and its subsidiaries arranged for an independent professional valuer to reappraise the value of land, building and building improvement, machinery and equipment in production/service line, roads, berth and berth facilities, and tug boats for the third time and recorded the assets at the new revaluation amounts. The basis of the revaluations was as follows:
-
Land was revalued by an independent professional valuer using the market approach.

-
Building and building improvements, machinery and equipment in production/service line, roads, berth and berth facilities, and tug boats were revalued by an independent professional valuer using the depreciated replacement cost approach.

In October 2006, the Federation of Accounting Professions issued Notification No. 25/2006 allowing entities which carry their property, plant and equipment at revalued amounts to calculate depreciation to be charged to the income statements based on the historical costs of the assets instead of on the revalued amounts. The Company has decided to follow the notification. However, had the depreciation charge been calculated based on the revalued amounts, net income and earnings per share would have been changed to the following:

	
	For the three-month periods ended 31 March

	
	Consolidated                          financial statements
	Separate                            financial statements

	
	2008
	2007
	2008
	2007

	   Net income (Thousand Baht) 
	809,513
	54,821
	801,263
	33,338

	   Earnings per share (Baht)
	0.062
	0.004
	0.061
	0.003



Had the assets been carried in the financial statements based on the historical cost, their net book value as at 31 March 2008 and 31 December 2007 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

	
	31 March  2008
	31 December 2007
	31 March   2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Land 
	1,025,275
	1,025,275
	674,508
	674,508

	Buildings and building improvement
	1,081,720
	1,106,012
	959,349
	982,493

	Machinery and equipment in production/service line
	11,324,366
	11,365,846
	11,250,633
	11,302,261

	Roads
	30,423
	32,251
	8,054
	9,141

	Berth and berth facilities, and tug boats
	1,495,331
	1,514,325
	-
	-

	Total
	14,957,115
	15,043,709
	12,892,544
	12,968,403



As at 31 March 2008, the Company and its subsidiaries have machinery, equipment and motor vehicles acquired under hire purchase and financial leases, with net book values (at historical cost) amounting to Baht 591.8 million (the Company only: Baht 527.2 million).


As at 31 March 2008, the Company had mortgaged/pledged 97 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 9, Note 10 and Note 11 to the interim financial statements.


As at 31 March 2008, Prachuap Port Company Limited, the subsidiary, had mortgaged 84 percent of its land and berth (based on net book values), to secure long-term loans and bank guarantees as described in Note 10 and Note 18.4 to the interim financial statements.

As at 31 March 2008, 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 9 and Note 10 to the interim financial statements.

As described in Note 18.6 (a), the Company and a subsidiary (Prachuap Port Company Limited) received letters from Prachuabkirikhan Provincial Land Office, Bangsaphan Branch informing the Company to submit the Certificates of Utilisation (Nor. Sor. 3 Kor) for 23 plots of land with a combined book value of Baht 113.1 million and the subsidiary to submit the Certificates of Utilisation (Nor. Sor. 3 Kor) for 18 plots of land with a combined book value of Baht 187.6 million (there are roads to the port and warehouse of the subsidiary, which have a net book value as at 31 March 2008 of Baht 36.5 million, located on these plots of land) for investigation to corroborate a decision on whether to revoke or amend the issued certificates. Subsequently, on 16 November 2007, the Company and the subsidiary submitted letters to the Prachuabkirikhan Provincial Land Office to oppose any revocation or amendment of such certificate. However, for conservative purposes, in preparing the financial statements in 2007 the Company and the subsidiary recorded full allowance for impairment of the land and assets located on that land in their accounts.
8.
Intangible assets

Movements of the intangible assets account during the three-month period ended 31 March 2008 are summarised below.

	
	(Unit: Thousand Baht)

	
	Consolidated     financial statements
	Separate           financial statements

	Net book value as at 1 January 2008
	60,878
	60,308

	Acquisitions during the period - at cost
	411
	411

	Amortisation for the period
	(1,964)
	(1,943)

	Net book value as at 31 March 2008
	59,325
	58,776


9.
Bank overdrafts and short-term loans from financial institutions
	(Unit: Thousand Baht)

	
	Consolidated 
financial statements
	Separate
financial statements

	
	31 March  2008
	31 December 2007
	31 March 2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Bank overdrafts
	17,136
	28,617
	-
	-

	Short-term loans from financial institutions
	
	
	
	

	Promissory note
	1,914,000
	2,844,000
	1,850,000
	2,780,000

	Trust receipts
	1,197,172
	1,373,573
	1,188,288
	1,364,000

	Total
	3,128,308
	4,246,190
	3,038,288
	4,144,000


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.


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 a guarantee provided by the Company and the bank overdrafts and short-term loan from another commercial bank are secured by mortgage of land and construction thereon and the assignment of beneficiary rights under insurance policies to the lender.


Short-term loans of Prachuap Port Company Limited, a subsidiary company, are secured by the mortgage of certain land of the subsidiary and construction and/or future construction thereon.

10.
Long-term loans from financial institutions
	
	
	
	(Unit: Thousand Baht)

	
	
	Consolidated financial statements
	Separate financial statements

	Loan
	Repayment schedule
	31 March 2008
	31 December 2007
	31 March 2008
	31 December 2007

	
	
	
	(Audited)
	
	(Audited)

	10.1
	Semi-annual installment commencing from 
	
	
	
	

	
	March 2005 to September 2013
	4,778,000
	4,928,000
	4,778,000
	4,928,000

	10.2
	Semi-annual installment commencing from 
	
	
	
	

	
	September 2005 to September 2013
	840,000
	880,000
	840,000
	880,000

	10.3
	Monthly installment commencing from 
	
	
	
	

	
	January 2006 to July 2011
	508,361
	521,111
	-
	-

	10.4
	Quarterly installments commencing from 
	
	
	
	

	
	June 2007 to March 2012
	111,600
	118,100
	-
	-

	10.5
	Yearly installments commencing from 
	
	
	
	

	
	March 2007 to March 2008 
	-
	25,000
	-
	-

	10.6
	Quarterly installments commencing from 
	
	
	
	

	
	June 2007 to March 2010
	27,270
	32,270
	-
	-

	Total
	6,265,231
	6,504,481
	5,618,000
	5,808,000

	Less: Current portion due within one year 
	(869,887)
	(568,620)
	(725,200)
	(416,000)

	Long-term loans
	5,395,344
	5,935,861
	4,892,800
	5,392,000


10.1
This loan is 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. 
10.2
This long-term loan is secured by the mortgage/pledge of assets and there are certain covenants, identical to those of the same as loan in Note 10.1 to the interim financial statement, with which the borrower must comply.
10.3
This loan is secured by the mortgage of land and related construction thereon and the expansion of the berth of the subsidiary. The 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 on assets, and the maintenance of the present shareholding structure.
10.4
This loan is secured by the mortgage of certain land of the subsidiary and construction and/or future construction thereon. In addition, the loan agreement contains 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 on assets, the assignment of beneficiary rights under insurance policies to the lender and the maintenance of the Company’s equity in the subsidiary. 
10.5
This loan 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. 
10.6
This loan is secured by the mortgage of a plot of land of the subsidiary and construction thereon and the assignment of beneficiary rights under the insurance policies for these assets to the lender. In addition, this loan agreement contains certain 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 on assets, the assignment of beneficiary rights under insurance policies to the lender 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 three-month period ended 31 March 2008 are summarised below.

	
	(Unit: Thousand Baht) 

	
	Consolidated     financial statements
	Separate         financial statements

	Balance as at 1 January 2008
	6,504,481
	5,808,000

	Less: Repayment of loans
	(239,250)
	(190,000)

	Balance as at 31 March 2008
	6,265,231
	5,618,000


11.
Debentures
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	31 March     2008
	31 December 2007
	31 March    2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Secured amortising debentures No.1 Series 2 of 1.45 million units with a total value of Baht 1,450 million
	-
	725,000
	-
	725,000

	Total
	-
	725,000
	-
	725,000

	Less: Current portion
	-
	(725,000)
	-
	(725,000)

	Debentures
	-
	-
	-
	-



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 three-month period ended 31 March 2008 are summarised below.

	 (Unit: Thousand Baht)

	
	Consolidated/Separate 

financial statements

	Balance as at 1 January 2008
	725,000

	Less: Repayment of debentures
	(725,000)

	Balance as at 31 March 2008
	-


12.
Liabilities under financial lease agreements
	
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate 
financial statements

	
	31 March   2008
	31 December 2007
	31 March  2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Liabilities under financial lease agreements 
	395,416
	432,378
	333,798
	387,899

	Less: Deferred interest expenses
	(24,505)
	(29,157)
	(19,197)
	(25,236)

	Total 
	370,911
	403,221
	314,601
	362,663

	Less: Portion due within one year
	(212,414)
	(206,461)
	(191,661)
	(191,893)

	Liabilities under financial lease agreements
	158,497
	196,760
	122,940
	170,770



The Company and its subsidiary companies have entered into the financial lease agreements with leasing companies for rental of machinery, equipment and vehicle for operation and committed to pay rental fee on a monthly basis. As at 31 March 2008, there were leasing commitments under the financial lease agreements payable to the Company and its subsidiary companies as follows:
	
	
	(Unit: Thousand Baht)

	
	The Company
	Subsidiary companies
	Total

	Within 1 year
	207,542
	23,873
	231,415

	After 1 year
	126,256
	37,745
	164,001

	Total
	333,798
	61,618
	395,416


13.
Revaluation surplus on assets
	
	
	(Unit: Thousand Baht)

	
	Consolidated               financial statements
	Separate                   financial statements

	
	31 March   2008
	31 December 2007
	31 March 2008
	31 December 2007

	
	
	(Audited)
	
	(Audited)

	Balance - beginning of period
	7,761,254
	4,954,892
	7,480,117
	4,830,282

	Add: 
Record revaluation surplus on assets
	-
	2,996,355
	-
	2,831,168

	Less:
Reversal revaluation surplus
	-
	(651)
	-
	-

	
Amortisation
	(67,803)
	(189,342)
	(62,152)
	(181,333)

	
	7,693,451
	7,761,254
	7,417,965
	7,480,117



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

14.
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.

15.
Corporate income tax

 
Interim corporate income tax was calculated on net income of the operations for the period which have not received privileges from the Board of Investment exempting them from corporate income tax, after adding back certain expenses which are disallowed for tax computation purposes, using the estimated effective tax rate for the year. Amounts accrued for income tax expenses in one interim period may have to be adjusted in a subsequent interim period of that financial year if the estimate of the annual income tax rate changes.
16.
Basic earnings per share

 
Basic earnings per share is calculated by dividing net income attributable to equity holders of the parent for the period by the weighted average number of ordinary shares in issue during the period.

17.
Segment information 

The Company and its subsidiaries’ business operations involve three principal segments: (1) manufacture of hot rolled coils (2) maintenance services and (3) deep-sea port services. These operations are mainly carried on in Thailand. Below is the consolidated financial information of the Company and its subsidiaries for the three-month periods ended 31 March 2008 and 2007 by segment. 
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements for the three-month periods ended 31 March

	
	Manufacture of
	Maintenance
	Deep-sea
	Elimination of
	Consolidated

	
	hot rolled coils segment
	services segment
	port services segment
	inter-segment revenues
	financial statements

	
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007
	2008
	2007

	Domestic sales and services
	8,718,193
	5,679,495
	83,321
	116,517
	57,813
	66,249
	(80,547)
	(106,615)
	8,778,780
	5,755,646

	Export sales
	360,748
	1,964,882
	-
	-
	-
	-
	-
	-
	360,748
	1,964,882

	Total revenues
	9,078,941
	7,644,377
	83,321
	116,517
	57,813
	66,249
	(80,547)
	(106,615)
	9,139,528
	7,720,528

	Income from business operation segment
	991,129
	441,022
	4,849
	14,038
	19,976
	35,052
	
	
	1,028,002
	496,990

	Unallocated income and expenses:

	Interest expenses
	
	
	
	
	
	
	
	
	(140,612)
	(366,336)

	Corporate income tax
	
	
	
	
	
	
	
	
	(3,893)
	(4,376)

	Minority interest
	
	
	
	
	
	
	
	
	(6,181)
	(15,001)

	Net income
	
	
	
	
	
	
	
	
	877,316
	111,277


18.
Commitments and contingent liabilities
18.1
Capital commitments


As at 31 March 2008, the Company had capital commitments totalling approximately Baht 2.8 million and EUR 0.2 million in respect of agreements relating to the construction of a warehouse for finished goods and the purchase of machinery and equipment.


As at 31 March 2008, West Coast Engineering Company Limited, the subsidiary, had capital commitments totaling Baht 0.2 million and USD 0.04 million in relation to construction agreements and the purchase of machinery.


18.2
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 31 March 2008, there were commitments payable under those agreements were as follows:
	
	(Unit: Million Baht)

	
	Consolidated            financial statements
	Separate               financial statements

	Payable within:
	
	

	1 year
	23.8
	21.5

	2 - 5 years
	10.1
	9.2

	Total
	33.9
	30.7


18.3
Other commitments


a) As at 31 March 2008, the Company has commitments amounting to Baht 167.0 million, USD 6.8 million and EUR 1.6 million in relation to agreements to purchase spare parts and supplies and to obtain maintenance services.

b) As at 31 March 2008, the Company had commitments to banks under outstanding letters of credit amounting to approximately USD 100.1 million and Baht 1.2 million.
c) As at 31 March 2008, West Coast Engineering Company Limited, the subsidiary, has commitments amounting to Baht 0.7 million in relation to a contracting agreement and related service agreements.
d) As at 31 March 2008, Prachuap Port Company Limited, the subsidiary, has commitments amounting to Baht 0.7 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.
18.4
Bank guarantees


As at 31 March 2008, there were outstanding bank guarantees of Baht 1,595.1 million (The Company only: Baht 1,567.0 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. 


Bank guarantees of the Company of Baht 1,567.0 million mainly comprised a bank guarantee of Baht 1,458.2 million to guarantee payment to the Revenue Department, to secure a value added tax refund before the examination process is complete. In the second quarter of 2007 the Revenue Department refunded Baht 1,458.2 million to the Company and is in the process of conducting an examination of such tax. The amount also included bank guarantees of Baht 104.5 million to guarantee electricity use, Baht 3.9 million as a guarantee for loss as a result of the legal action being taken by the Forestry Department regarding a project to construct a road to the berth, and other guarantees amounting to Baht 0.4 million. 


The bank guarantees of the subsidiaries amounting to Baht 28.1 million, comprised a guarantee of Baht 10.0 million provided to the Customs Department in respect of the establishment of a wharf and godowns, Baht 16.9 million to guarantee contractual performance and Baht 1.2 million to guarantee electricity use.

18.5
Guarantee with subsidiary company


The Company has guaranteed credit facilities obtained from a bank 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.

18.6
Dispute and litigation



Dispute

a)
In October 2007, Prachuabkirikhan Provincial Land Office, Bangsaphan branch sent letters to the Company and Prachuap Port Company Limited ordering the Company to submit the Certificates of Utilisation (Nor. Sor. 3 Kor) for 23 plots of land with a combined book value of Baht 113.1 million and the subsidiary to submit the Certificates of Utilisation (Nor. Sor. 3 Kor) for 18 plots of land with a combined book value of Baht 187.6 million (there are roads to the port and warehouse of the subsidiary, which have a net book value as at 31 March 2008 of Baht 36.5 million, located on these plots of land) for investigation to corroborate a decision on whether to revoke or amend the issued certificates. Subsequently, on 16 November 2007, the Company and the subsidiary submitted letters to the Prachuabkirikhan Provincial Land Office, Bangsaphan branch opposing any revocation or amendment of such certificates since the land had legal documentation issued by government officials. However, for conservative purposes, in preparation of the financial statements the Company and the subsidiary recorded full allowance for impairment of the land and assets located on that land in the income statement of 2007. The management of the Company and the subsidiary believe that, regardless of the result of the dispute, it will not affect the business operations of the Company and its subsidiary. 


Litigation

b)
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 31 March 2008, the Company has not provided for losses that may arise as a result of this case in its financial statements.

c)
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. Claims made totalled 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 31 March 2008, the Company has not provided for losses that may arise as a result of these cases in its financial statements.

19.
Financial instruments
19.1
Forward exchange contracts

As at 31 March 2008, the Company has outstanding obligations to buy a total of USD 95 million under forward purchase agreements.


As at 31 March 2008, the Company has outstanding obligations to sell a total of USD 5.3 million under forward sales agreements.

19.2
Assets and Liabilities - foreign currency not hedged against foreign exchange risk 


Significant foreign currency assets and liabilities of the Company which were unhedged as at 31 March 2008, most of which are current balances, are summarised below.  

	
	Amount

	Assets
	

	Assets denominated in US dollar
	
USD
4.40
million

	Liabilities
	

	Liabilities denominated in US dollar
	
USD
14.20
million

	Liabilities denominated in Euro
	
EUR
0.02
million

	Liabilities denominated in Italian Lira
	
ITL
1.80
million

	Liabilities denominated in Japanese yen
	
JPY
1.50
million


20.
Reclassification


Certain amounts in the cash flows statement for the three-month period ended 31 March 2007 have been reclassified to conform to the current period’s classifications, with no effect on previously reported net income or shareholders' equity.

21. Subsequent event


On 29 April 2008, the Annual General Meeting of the Shareholders passed a resolution approving the payment of a dividend of Baht 0.05 per share to the shareholders, or of a total of Baht 665 million. This dividend will be recorded in the second quarter of 2008 and the Company will make payment of such dividend on 28 May 2008.  

22.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s authorised directors on 9 May 2008.
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