
SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES

NOTES TO INTERIM FINANCIAL STATEMENTS

FOR THE YEARS ENDED 31 DECEMBER 2007 AND 2006
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 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 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.
BASIS OF PREPARATION

2.1
The financial statements have been prepared in accordance with accounting standards enunciated under the Accounting Profession Act B.E. 2547. The presentation of the financial statements has been made in compliance with the stipulations of the Notification of the Department of Business Development dated 14 September 2001, issued under the Accounting Act B.E. 2543.



The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.


2.2
Basis of consolidation

a)
The consolidated financial statements include the financial statements of Sahaviriya Steel Industries Public Company Limited and the following subsidiary companies:

	
	
	
	
	
	
	Revenues as a

	
	
	
	
	
	Assets as a percentage
	percentage to the

	
	
	
	
	
	to the consolidated
	consolidated total

	
	
	Country of
	Percentage of
	total assets as at
	revenues for the year

	Company’s name
	Nature of business
	incorporation
	shareholding
	31 December
	ended 31 December

	
	
	
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	
	percent
	percent
	percent
	percent
	percent
	percent

	Prachuap Port Company Limited
	The provision of deep-sea port services and marine shipping services
	Thailand
	51.00
	51.00
	6.33
	5.58
	0.51
	0.49

	West Coast engineering Company Limited
	the provision of machinery and equipment maintenance services
	Thailand
	99.99
	99.99
	1.00
	0.71
	0.47
	0.20


b)
Material balances and transactions between the Company and its subsidiary companies have been eliminated from the consolidated financial statements.
c)
Investment in the subsidiary companies as recorded in the Company’s books of account are eliminated against the equity of the subsidiary companies.


2.3
The separate financial statements, which present investments in subsidiaries under the cost method, have been prepared solely for the benefit of the public.

3.
ADOPTION OF NEW ACCOUNTING STANDARDS 

The Federation of Accounting Professions (FAP) has issued Notifications No. 9/2550, 38/2550 and 62/2550 regarding Accounting Standards. The notifications mandate the use of the following new Accounting Standards.


a)
Thai Accounting Standards which are effective for the current year


TAS 44 (revised 2007)
Consolidated Financial Statements and Separate Financial Statements


TAS 45 (revised 2007)
Investments in Associates


TAS 46 (revised 2007)
Interests in Joint Ventures



These accounting standards 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 subsidiaries in the separate financial statements in order to comply with the revised Thai Accounting Standards No. 44 as discussed in Note 4 to the financial statements. 

b)
Thai Accounting Standards which are not 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 will become effective for the financial statements for fiscal years beginning on or after 1 January 2008. The management has assessed the effect of these revised accounting standards and believes that they will not have any significant impact on the financial statements for the year in which they are initially applied. 

4.
CHANGE IN ACCOUNTING POLICY FOR RECORDING INVESTMENTS IN SUBSIDIARIES IN THE SEPARATE FINANCIAL STATEMENTS


On 1 January 2007, the Company changed its accounting policy for recording investments in subsidiaries 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 year’s separate financial statements as though the investments in the subsidiaries had originally been recorded using the cost method. The change has the effect of increasing net income in the separate income statements for the year ended 31 December 2007 and 2006 by Baht 90.4 million (Baht 0.007 per share) and Baht 30.0 million (Baht 0.002 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 subsidiaries” in the separate statements of changes in shareholders’ equity.


Such change in accounting policy affects only the accounts related to investments in subsidiaries in the Company’s separate financial statements, with no effect to the consolidated financial statements.

5.
SIGNIFICANT ACCOUNTING POLICIES


5.1
Revenue recognition



Sales of goods



Sales of goods are recognised when the significant risks and rewards of ownership of the goods have passed to the buyer. Sales are the invoiced value, excluding value added tax, of goods supplied after deducting discounts and allowances.



Rendering of services



Service revenue is recognised when services have been rendered taking into account the stage of completion. 



Dividends



Dividends are recognised when the right to receive the dividends is established. 


5.2
Cash and cash equivalents



Cash and cash equivalents consist of cash in hand, cash at bank, and all highly liquid investments with an original maturity of three months or less and not subject to withdrawal restrictions.


5.3
Trade accounts receivable 



Trade accounts receivable are stated at the net realisable value. Allowance for doubtful accounts is provided for the estimated losses that may be incurred in collection of receivables. The allowance is generally based on collection experiences and analysis of debtor aging. 



Allowance for doubtful accounts is provided for those receivable balances over 6 months past due, at a rate of 100 percent.


5.4
Inventories 



Finished goods are valued at the lower of cost, determined by the specific method, and net realisable value. Cost of finished goods includes all production costs and attributable factory overheads.



Raw materials and rolls that are part of consumable goods are valued at the lower of cost, determined by the specific method, and net realisable value. 



Other types of inventories are valued at the lower of cost, determined by the weighted average method, and net realisable value.



Raw materials, and spare parts and consumable goods are charged to production costs whenever consumed.


5.5
Investments 


a)
Investments in subsidiaries are accounted for in the separate financial statements using the cost method. 


b)
Investments in non-marketable equity securities, which the Company classifies as other investments, are stated at cost net of allowance for loss on diminution in value (if any).



The weighted average method is used for computation of the cost of investments. 


5.6
Property, plant and equipment and depreciation



Land is stated at revalued amount. Plant and equipment are stated at cost/revalued amount less accumulated depreciation and allowance for loss on impairment of assets (if any).



Land, buildings and building improvement, machineries and equipment in production line, roads, berth and berth facilities, and tug boats are initially recorded at cost on the acquisition date, and subsequently revalued by an independent professional appraiser to their fair values.  Revaluations are made with sufficient regularity to ensure that the carrying amount does not differ materially from fair value at the balance sheet date.



Differences arising from the revaluation are dealt with in the financial statements as follows: 


-
When the carrying amount of an asset of the Company or its subsidiaries is increased as a result of a revaluation of assets, the increase is credited directly to equity under the heading of “Revaluation surplus on assets”. However, a revaluation increase will be recognised as income to the extent that it reverses a revaluation decrease of the same asset previously recognised as an expense.


-
When an asset’s carrying amount is decreased as a result of a revaluation of assets of the Company and its subsidiaries, the decrease is recognised as an expense in the income statement.  However, a revaluation decrease is to be charged directly against the related “Revaluation surplus on assets” to the extent that the decrease does not exceed the amount held in the “Revaluation surplus of assets” in respect of those same assets. Any excess amount is to be recognised as an expense in the income statement. 

Depreciation of plant and equipment is calculated by reference to their costs or the revalued amounts on a straight-line basis over the following estimated useful lives, except for equipment and machinery in the production line, which are depreciated based on estimated units of production:


Land improvement
-
5
years


Leasehold right for land
-
10
years


Leasehold improvement
-
5
years


Buildings

-
20
years


Machinery and equipment in production line



Hot rolled coil strip mill
-
Estimated units of production at a total of 55.8 million tons


The first shearing line
-
Estimated units of production at a total of 14.0 million tons


The second shearing line
-
Estimated units of production at a total of 8.3 million tons


The first skin pass mill
-
Estimated units of production at a total of 12.0 million tons


The second skin pass mill
-
Estimated units of production at a total of 14.0 million tons


The third skin pass mill
-
Estimated units of production at a total of 14.6 million tons


Pickling and oiling line
-
Estimated units of production at a total of 13.0 million tons

Other machinery and factory equipment
-
5-10
years

Furniture, fixtures and office equipment
-
5
years


Motor vehicles
-
5
years


Roads

-
5, 20
years


Berth and berth facilities
-
5, 30
years


Tug boats

-
5-17
years


Customs cargo warehouse
-
5
years

The depreciation is dealt with in the financial statements as follows:  

-
Depreciation attributed to the original cost portion is included in determining income.


-
Depreciation attributed to the surplus portion is deducted against revaluation surplus on assets in shareholders’ equity.

No depreciation is provided on land and assets under construction/installation.

Interest expenses related to loans obtained for the construction projects are capitalised as a part of the cost of the relevant assets. The capitalisation of such interest expenses will cease when to construction projects are completed.


5.7
Intangible assets and amortisation

Intangible assets are stated at cost less accumulated amortisation. Amortisation is calculated by reference to cost on a straight-line basis over the future period, for which the assets are expected to generate economic benefit, of 10 years.
The amortisation is included in determining income.


5.8
Related party transactions

Related parties comprise enterprises and individuals that control, or are controlled by, the Company, whether directly or indirectly, or which are under common control with the Company.

They also include associated companies and individuals which directly or indirectly own a voting interest in the Company that gives them significant influence over the Company, key management personnel, directors and officers with authority in the planning and direction of the Company’s operations.


5.9
Long-term leases 

Leases of assets which transfer substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalised at the lower of the fair value of the leased assets and the present value of the minimum lease payments. The outstanding rental obligations, net of finance charges, are included in other long-term payables, while the interest element is charged to the income statements over the lease period. The assets acquired under finance leases is depreciated over the useful life of the asset.

5.10
Foreign currencies

Foreign currency transactions are translated into Baht at the exchange rates ruling on the transaction dates. Assets and liabilities denominated in foreign currencies outstanding at the balance sheet date are translated into Baht at the exchange rates ruling on the balance sheet date.
Gains and losses on exchange are included in determining income.


5.11
Impairment of assets

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indication exists, the Company makes an estimate of the asset’s recoverable amount. Where the carrying amount of the asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount. Impairment losses are recognised in the income statement. An asset’s recoverable amount is the higher of fair value less costs to sell and value in use.


5.12
Employee benefits
Salary, wages, bonuses and contributions to the social security fund and provident fund are recognised as expenses when incurred.

5.13
Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a reliable estimate can be made of the amount of the obligation. 


5.14
Income tax

Income tax is provided for in the accounts based on the taxable profits determined in accordance with tax legislation. 


5.15
Derivatives

Forward exchange contracts

Receivables and payables arising from forward exchange contracts are translated into Baht at the rates of exchange ruling on the balance sheet. Generally unrealised gains and losses from the translation are included in determining income. Premiums or discounts on forward exchange contracts are amortised on a straight-line basis over the contract periods.

Gains and losses from receivables and payables arising from not-for-trade forward exchange contracts performed for future highly probable incur transactions are not recorded in the income statement, and are instead recorded as part of the future underlying hedged transaction.


5.16
Use of accounting estimates

Preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions in certain circumstances, affecting amounts reported in these financial statements and related notes. Actual results could differ from these estimates.

6.
RELATED PARTY TRANSACTIONS


6.1
Business transactions with related parties


During the years, 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
	2007
	2006

	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 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 - 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)

	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 indirect shareholding by the Company’s directors
	Common directors and aggregate indirect shareholding by the Company’s directors

	Bangsaphan Transport Company Limited 
	Transport services
	Indirect shareholdings by the Company’s director(s)
	Indirect shareholdings 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: Million Baht)

	
	
	Separate

	
	Consolidated
	financial statements

	
	2007
	2006
	2007
	2006

	Transaction with related parties
	
	
	
	

	Revenue from sales
	
	
	
	

	Subsidiary companies (eliminated from the consolidated financial statement)
	
	

	West Coast Engineering Company Limited
	-
	-
	0.9
	-

	Related Companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	2,320.6
	2,729.6
	2,320.6
	2,729.5

	B.S. Metal Company Limited
	3,656.8
	5,998.5
	3,656.8
	5,998.5

	Sahaviriya Panich International Company Limited
	7,549.0
	5,322.3
	7,549.0
	5,322.3

	Sahaviriya Plate Mill Company Limited
	133.4
	83.6
	132.8
	83.6

	
	13,659.8
	14,134.0
	13,660.1
	14,133.9

	
	
	
	
	

	Revenue from rendering of services
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	74.0
	51.4
	-
	-

	Bangsaphan Barmill Public Company Limited
	4.3
	13.8
	-
	-

	Line Transport Company Limited
	8.6
	4.5
	-
	-

	Thai Coated Steel Sheet Company Limited
	2.2
	4.0
	-
	-

	Other related companies
	4.5
	2.9
	-
	-

	
	93.6
	76.6
	-
	-

	Other income
	
	
	
	

	Subsidiary company (eliminated from the consolidated financial statement)
	
	

	West Coast Engineering Company Limited
	-
	-
	0.8
	13.1

	Related companies
	
	
	
	

	Other related companies
	1.5
	1.2
	0.9
	0.5

	
	1.5
	1.2
	1.7
	13.6

	Purchases of goods and services 
	
	
	
	

	Subsidiary companies (eliminated from the consolidated financial statement)
	
	

	Prachuap Port Company Limited 
	-
	-
	71.2
	112.5

	West Coast Engineering Company Limited
	-
	-
	297.5
	375.6

	Related companies
	
	
	
	

	Line Transport Company Limited
	108.5
	194.6
	108.5
	194.6

	B.S. Metal Company Limited
	5.5
	20.6
	5.5
	20.6

	Other related companies
	2.3
	2.9
	2.0
	2.9

	
	116.3
	218.1
	484.7
	706.2

	
	
	
	
	

	Purchase of raw materials
	
	
	
	

	Related company
	
	
	
	

	Sahaviriya Plate Mill Company Limited
	59.1
	-
	59.1
	-

	
	59.1
	-
	59.1
	-

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Selling and administrative expenses
	
	
	
	

	Subsidiary company (eliminated from the consolidated financial statement)
	
	

	Prachuap Port Company Limited
	-
	-
	4.1
	12.0

	Related companies
	
	
	
	

	Prapawit Building Property Company Limited 
	13.8
	13.7
	11.9
	11.8

	Sahaviriya Panich International Company Limited
	27.4
	29.8
	27.4
	29.8

	Line Transport Company Limited
	48.6
	62.5
	48.4
	62.5

	Bangpakong Lighter Company Limited
	135.6
	185.6
	135.6
	185.6

	C.A.R. Services Company Limited
	77.8
	62.9
	77.8
	62.9

	Other related companies
	3.8
	2.0
	3.2
	1.5

	
	307.0
	356.5
	308.4
	366.1



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 mutually agreed 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 conditions.

	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 conditions.


	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 conditions.

· 
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. 

	Purchases of raw materials
:
	· Agreed price

	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 expenses is charged based on agreement



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

	
	(Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Trade accounts and notes receivable
	
	
	
	

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	57,412,694
	8,486,179
	46,865,111
	373,499

	B.S. Metal Company Limited
	1,625,825,527
	3,597,867,581
	1,625,702,509
	3,597,677,476

	Sahaviriya Panich International Company Limited
	1,000,933,388
	14,888,545
	1,000,933,388
	14,888,545

	Other related companies
	4,602,570
	2,184,317
	-
	-

	Trade accounts and notes receivable - related parties
	2,688,774,179
	3,623,426,622
	2,673,501,008
	3,612,939,520

	
	
	
	
	

	Amounts due from and advances paid to related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited
	-
	-
	28,382
	6,525

	  West Coast Engineering Company Limited
	-
	-
	3,336,186
	599,962

	Total amounts due from and advances paid to subsidiaries
	-
	-
	3,364,568
	606,487

	Related companies
	
	
	
	

	Thai Cold Rolled Steel Sheet Public Company Limited
	2,703,561
	2,678,443
	2,703,561
	2,678,443

	Other related companies
	1,607,242
	1,832,429
	1,421,620
	1,366,977

	Total amounts due from and advances paid to related companies
	4,310,803
	4,510,872
	4,125,181
	4,045,420

	Amounts due from and advances paid to related parties
	4,310,803
	4,510,872
	7,489,749
	4,651,907

	
	
	
	
	

	Accrued income from related parties
	
	
	
	

	Subsidiary company
	
	
	
	

	West Coast Engineering Company Limited
	-
	-
	398,395
	460,959

	Total accrued income from subsidiary company
	-
	-
	398,395
	460,959

	Related companies
	
	
	
	

	Thai Coated Steel Sheet Company Limited
	5,650,190
	6,196,128
	5,650,190
	6,196,128

	Bangsaphan Barmill Public Company Limited
	274,822
	6,281,711
	274,822
	6,281,711

	Other related companies
	3,140,627
	1,497,103
	1,230,886
	1,019,720

	Total accrued income from related companies
	9,065,639
	13,974,942
	7,155,898
	13,497,559

	Accrued income from related parties
	9,065,639
	13,974,942
	7,554,293
	13,958,518

	
	
	
	
	

	Dividend receivable
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited 
	-
	-
	-
	102,000,000

	West Coast Engineering Company Limited
	-
	-
	-
	52,499,951

	Dividend receivable
	-
	-
	-
	154,499,951

	
	
	
	
	

	Trade accounts payable
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited 
	-
	-
	-
	4,266,366

	West Coast Engineering Company Limited
	-
	-
	4,919,639
	19,661,205

	Total trade accounts payable - subsidiary companies
	-
	-
	4,919,639
	23,927,571

	Related companies
	
	
	
	

	Bangsaphan Transport Company Limited
	250
	250
	250
	250

	Bangpakong Lighter Company Limited
	7,568,636
	-
	7,568,636
	-

	Line Transport Company Limited
	1,195,053
	5,221,009
	1,195,053
	5,221,009

	B.S. Metal Company Limited
	421,774
	831,335
	421,774
	831,335

	C.A.R. Services Company Limited
	611,850
	1,923,263
	611,850
	1,923,263

	Total trade accounts payable - related companies
	9,797,563
	7,975,857
	9,797,563
	7,975,857

	Trade accounts payable - related parties
	9,797,563
	7,975,857
	14,717,202
	31,903,428

	
	
	
	
	

	Amounts due to and advances received from related parties
	
	
	
	

	Subsidiary companies
	
	
	
	

	Prachuap Port Company Limited 
	-
	-
	10,886,274
	4,981,120

	West Coast Engineering Company Limited
	-
	-
	10,082,144
	12,516,259

	Total amounts due to and advances received from subsidiaries
	-
	-
	20,968,418
	17,497,379

	Related companies
	
	
	
	

	Bangsaphan Transport Company Limited
	799,231
	799,231
	799,231
	799,231

	Line Transport Company Limited
	10,096,084
	6,274,813
	10,068,264
	6,274,813

	Bangpakong Lighter Company Limited
	13,537,422
	4,607,462
	13,537,422
	4,607,462

	C.A.R. Services Company Limited
	8,266,567
	6,190,502
	8,266,567
	6,190,502

	Sahaviriya Panich International Company Limited
	5,186,961
	3,698,263
	5,186,961
	3,698,263

	Bangpakong Port Company Limited
	977,845
	-
	977,845
	-

	Other related companies
	696,259
	392,389
	612,506
	300,471

	Total amounts due to and advances received from related companies
	39,560,369
	21,962,660
	39,448,796
	21,870,742

	Amounts due to and advances received from related parties 
	39,560,369
	21,962,660
	60,417,214
	39,368,121

	
	
	
	
	

	Dividend payable
	
	
	
	

	Related company
	
	
	
	

	Sahaviriya Transport Holding Company Limited
	-
	87,500,000
	-
	-

	Dividend payable
	-
	87,500,000
	-
	-



6.2
Directors and management’s remuneration

In 2007 the Company and its subsidiaries paid salaries, meeting allowances and gratuities to their directors and management totaling Baht 52.1 million (The Company only: Baht 47.3 million) (2006: Baht 51.2 million, (The Company only: Baht 46.5 million)).

6.3
Guarantee obligations with subsidiary company

The Company has outstanding guarantee obligations with its subsidiary, as described in Note 28.5 to the financial statements.
7.
TRADE ACCOUNTS AND NOTES RECEIVABLE


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

	 (Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Age of receivables
	
	
	
	

	Related parties
	
	
	
	

	Not yet due
	2,653,132,742
	2,254,762,262
	2,643,899,937
	2,247,400,061

	Past due
	
	
	
	

	Up to 3 months
	35,641,437
	1,368,664,360
	29,601,071
	1,365,539,459

	Total
	2,688,774,179
	3,623,426,622
	2,673,501,008
	3,612,939,520

	Other companies
	
	
	
	

	Not yet due
	44,902,078
	75,585,031
	37,586,190
	50,883,473

	Past due
	
	
	
	

	Up to 3 months
	386,778,172
	278,905,019
	379,491,256
	271,751,172

	Over 12 months
	283,808,960
	283,808,960
	283,808,960
	283,808,960

	Total
	715,489,210
	638,299,010
	700,886,406
	606,443,605

	Less: Allowance for doubtful accounts
	(283,808,960)
	(283,808,960)
	(283,808,960)
	(283,808,960)

	Total
	431,680,250
	354,490,050
	417,077,446
	322,634,645

	Trade accounts and notes receivable - net
	3,120,454,429
	3,977,916,672
	3,090,578,454
	3,935,574,165


8.
INVENTORIES 
	(Unit:: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Finished goods
	3,242,003,550
	7,685,536,810
	3,258,010,849
	7,724,926,033

	Raw materials
	3,556,298,637
	7,867,892,685
	3,564,362,872
	7,895,640,329

	Spare parts and consumable goods
	1,528,216,010
	1,430,099,365
	1,520,174,253
	1,420,283,248

	Goods in transit
	804,227,036
	1,399,180,771
	804,227,036
	1,399,180,771

	Total
	9,130,745,233
	18,382,709,631
	9,146,775,010
	18,440,030,381

	Less: Allowance for diminution in value
	
	
	
	

	
of finished goods
	(46,228,949)
	(305,478,840)
	(46,228,949)
	(305,478,840)

	Less: Allowance for diminution in value
	
	
	
	

	
of raw materials
	(2,819,325)
	(112,621,473)
	(2,819,325)
	(112,621,473)

	Less: Allowance for diminution in value of spare parts and consumable
	
	
	
	

	
goods
	(218,488,493)
	(232,137,897)
	(218,488,493)
	(232,137,897)

	Inventories - net
	8,863,208,466
	17,732,471,421
	8,879,238,243
	17,789,792,171


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 15 and 16 to the financial statements.

9.
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.

10.
INVESTMENTS IN SUBSIDIARY COMPANIES
	
	Separate financial statements

	
	
	Shareholding
	
	Dividend received for the 

	
	Paid-up capital
	percentage
	Cost
	year ended 31 December

	Companies
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	Million Baht
	Million Baht
	Percentage
	Percentage
	Baht
	  Baht
	Baht
	Baht

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

	West Coast Engineering Company Limited 
	75.0
	75.0
	99.99
	99.99
	74,999,930
	74,999,930
	-
	154,499,951

	Total investments in subsidiary companies
	
	
	
	
	278,999,930
	278,999,930
	-
	256,499,951


11.
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

	
	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	Percent
	Percent
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	Other investments
	
	
	
	
	
	
	
	
	

	Thai Coated Steel Sheet 
	Producer of electro-
	
	
	
	
	
	
	
	

	Company Limited  
	galvanized coils
	3.70
	3.70
	293,999,500
	293,999,500
	(293,999,500)
	(293,999,500)
	-
	-

	Thai Cold Rolled Steel Sheet 
	Producer of cold 
	
	
	
	
	
	
	
	

	Public Company Limited
	rolled coils
	18.78
	8.77
	1,986,539,435
	938,125,000
	(376,503,554)
	(376,503,554)
	1,610,035,881
	561,621,446

	
	
	
	
	2,280,538,935
	1,232,124,500
	(670,503,054)
	(670,503,054)
	1,610,035,881
	561,621,446



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

11.1 Acquisition shares from Japanese shareholders.


On 5 April 2007, the 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 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. On 26 February 2008, such related company transferred the right to purchase such shares to the Company.


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.
In order to hedge foreign exchange rate risk of the above shares acquisition, during the year the Company entered into forward exchange contracts to buy a total of USD 95 million. The exchange rate per these forward exchange contracts is a total of Baht 73.4 million higher than per the exchange rate as at 31 December 2007. This difference will be recorded as part of the investment in Thai Cold Rolled Steel Sheet Public Company Limited.

11.2 Acquisition share from minority shareholders
On 3 December 2007, the Board of Directors’ Meeting No. 7/2550 passed a resolution to approve the Company’s purchase of a total of 116,250,000 ordinary shares in Thai Cold Rolled Steel Sheet Public Company Limited (10.86 percent equity interest) under a total budget of not more than 1,200 million from the minority shareholders. Subsequently on 28 December 2007 the Company purchased 116,250,000 shares in accordance with the resolution of the Board at Baht 9.02 per share, for a total of Baht 1,048.4 million. As at 31 December 2007, the Company’s interest in the equity of Thai Cold Rolled Steel Sheet Public Company Limited has increased from 8.77 percent to 18.78 percent. 

After completion of the purchase of shares from Japanese shareholders, as described in Note 11.1 to the financial statements, the Company’s equity interest in Thai Cold Rolled Steel Sheet Public Company Limited increased from 18.78 percent to 50.15 percent.  

12.
PROPERTY, PLANT AND EQUIPMENT

	(Unit: Baht)

	
	Consolidated

	
	Revaluation basis
	Cost basis
	Total

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads
	Berth and berth facilities, and tug boats
	Land improvement
	Leasehold and leasehold improvement
	Tools and  other equipment
	Furniture, fixture and office equipment
	Motor vehicles
	Assets under construction / installation
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Cost / Revalued amount
	
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	1,333,229,396
	2,160,315,815
	21,737,760,894
	153,693,903
	2,467,727,979
	182,909,196
	15,512,917
	270,508,837
	182,417,607
	78,018,350
	402,719,484
	28,984,814,378

	Additions
	-
	272,824
	11,278,587
	-
	-
	290,000
	128,800
	8,944,104
	12,066,768
	5,910,465
	221,032,867
	259,924,415

	Disposals/written-off
	-
	-
	-
	-
	-
	-
	-
	(1,375,658)
	(33,098,615)
	(6,462,539)
	-
	(40,936,812)

	Transferred in (out)
	-
	229,579,166
	212,831,905
	38,942,301
	-
	7,793,466
	-
	28,814,569
	3,802,807
	-
	(521,764,214)
	-

	Increase (decrease) in revaluation
	
	
	
	
	
	
	
	
	
	
	
	

	  surplus 
	(58,799,191)
	726,472,392
	2,516,197,051
	(11,490,379)
	391,742,722
	-
	-
	-
	-
	-
	-
	3,564,122,595

	Reversal of revaluations surplus 
	(1,276,269)
	(4,244,418)
	-
	(30,984)
	-
	-
	-
	-
	-
	-
	-
	(5,551,671)

	31 December 2007
	1,273,153,936
	3,112,395,779
	24,478,068,437
	181,114,841
	2,859,470,701
	190,992,662
	15,641,717
	306,891,852
	165,188,567
	77,466,276
	101,988,137
	32,762,372,905

	Accumulated depreciation
	
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	-
	1,029,247,247
	6,217,494,833
	98,576,214
	646,401,039
	90,617,495
	15,349,564
	181,852,926
	122,190,852
	47,240,763
	-
	8,448,970,933

	Depreciation for the year
	-
	117,058,343
	432,665,574
	15,075,583
	90,748,458
	24,806,871
	57,553
	30,381,639
	22,252,627
	10,572,414
	-
	743,619,062

	Depreciation for disposals/written-off
	-
	-
	-
	-
	-
	-
	-
	(1,296,264)
	(32,689,015)
	(6,328,698)
	-
	(40,313,977)

	Transferred in (out)
	-
	88
	261,003
	-
	-
	(42)
	-
	(163,839)
	(97,210)
	-
	-
	-

	Increase (decrease) in revaluation
	
	
	
	
	
	
	
	
	
	
	
	

	  surplus 
	-
	380,506,214
	2,709,157
	(4,152,849)
	154,098,454
	-
	-
	-
	-
	-
	-
	533,160,976

	Reversal of revaluation surplus 
	-
	(4,244,416)
	-
	(30,983)
	-
	-
	-
	-
	-
	-
	-
	(4,275,399)

	31 December 2007
	-
	1,522,567,476
	6,653,130,567
	109,467,965
	891,247,951
	115,424,324
	15,407,117
	210,774,462
	111,657,254
	51,484,479
	-
	9,681,161,595

	Allowance for impairment loss
	
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Increase during the year
	300,706,368
	5
	2,448,167
	35,283,266
	1
	-
	-
	-
	-
	-
	-
	338,437,807

	31 December 2007
	300,706,368
	5
	2,448,167
	35,283,266
	1
	-
	-
	-
	-
	-
	-
	338,437,807

	Net book value
	
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	1,333,229,396
	1,131,068,568
	15,520,266,061
	55,117,689
	1,821,326,940
	92,291,701
	163,353
	88,655,911
	60,226,755
	30,777,587
	402,719,484
	20,535,843,445

	31 December 2007
	972,447,568
	1,589,828,298
	17,822,489,703
	36,363,610
	1,968,222,749
	75,568,338
	234,600
	96,117,390
	53,531,313
	25,981,797
	101,988,137
	22,742,773,503

	Depreciation for the year
	
	
	
	
	
	
	
	
	
	
	
	

	2006 (549 Baht million included in manufacturing cost, and the balance in selling and administrative expenses)
	565,301,002

	2007 (535 Baht million included in manufacturing cost, and the balance in selling and administrative expenses)
	546,582,677


	(Unit: Baht)

	
	Separate financial statements

	
	Revaluation basis
	Cost basis

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads
	Land improvement
	Leasehold and leasehold improvement
	Tools and   other equipment
	Furniture, fixture and office equipment
	Motor vehicles
	Assets under construction / installation
	Total

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Cost / Revalued amount
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	791,549,396
	2,053,143,154
	21,653,607,058
	48,774,646
	173,079,095
	15,512,917
	218,605,046
	155,670,060
	51,385,935
	283,916,030
	25,445,243,337

	Additions
	-
	-
	9,170,649
	-
	-
	128,800
	1,437,811
	10,252,855
	1,335,269
	150,243,093
	172,568,477

	Disposals/written-off
	-
	-
	-
	-
	-
	-
	(1,068,814)
	(31,049,187)
	(4,118,548)
	-
	(36,236,549)

	Transferred in (out)
	-
	175,239,756
	136,730,323
	-
	3,526,038
	-
	31,460,482
	3,071,732
	-
	(350,028,331)
	-

	Increase in revaluation surplus 
	6,589,106
	695,139,496
	2,480,310,327
	17,039,994
	-
	-
	-
	-
	-
	-
	3,199,078,923

	31 December 2007
	798,138,502
	2,923,522,406
	24,279,818,357
	65,814,640
	176,605,133
	15,641,717
	250,434,525
	137,945,460
	48,602,656
	84,130,792
	28,780,654,188

	Accumulated depreciation
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	-
	996,428,642
	6,142,038,658
	30,511,270
	81,586,270
	15,349,564
	152,038,918
	102,424,251
	28,284,006
	-
	7,548,661,579

	Depreciation for the year
	-
	111,610,941
	412,052,202
	6,703,735
	23,860,559
	57,553
	22,540,399
	19,207,459
	7,604,345
	-
	603,637,193

	Depreciation for disposals/written-off
	-
	-
	-
	-
	-
	-
	(1,005,317)
	(30,641,601)
	(3,984,709)
	-
	(35,631,627)

	Increase (decrease) in revaluation
	
	
	
	
	
	
	
	
	
	
	

	  surplus 
	-
	375,171,127
	(11,572,503)
	12,799,635
	-
	-
	-
	-
	-
	-
	376,398,259

	31 December 2007
	-
	1,483,210,710
	6,542,518,357
	50,014,640
	105,446,829
	15,407,117
	173,574,000
	90,990,109
	31,903,642
	-
	8,493,065,404

	Allowance for impairment loss
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Increase during the year
	113,138,934
	-
	-
	-
	-
	-
	-
	-
	-
	-
	113,138,934

	31 December 2007
	113,138,934
	-
	-
	-
	-
	-
	-
	-
	-
	-
	113,138,934

	Net book value
	
	
	
	
	
	
	
	
	
	
	

	31 December 2006
	791,549,396
	1,056,714,512
	15,511,568,400
	18,263,376
	91,492,825
	163,353
	66,566,128
	53,245,809
	23,101,929
	283,916,030
	17,896,581,758

	31 December 2007
	684,999,568
	1,440,311,696
	17,737,300,000
	15,800,000
	71,158,304
	234,600
	76,860,525
	46,955,351
	16,699,014
	84,130,792
	20,174,449,850

	Depreciation for the year
	
	
	
	
	
	
	
	
	
	

	2006 (471 Baht million included in manufacturing cost, and the balance in selling and administrative expenses)
	481,123,017

	2007 (414 Baht million included in manufacturing cost, and the balance in selling and administrative expenses)
	422,303,839



In December 2002, the Company arranged for an independent professional valuer to appraise the value of the plant facilities for the second time (first time was in 1997) by using the depreciated replacement cost approach and record assets at the new revaluation amounts. In August 2003, Prachuap Port Company Limited arranged for an independent professional valuer to appraise the value of land, building, and berth and berth facilities for the second time (first time was in 1998) by using the market approach and the depreciated replacement cost approach and recorded assets at the new revaluation amount.


The Company and its subsidiary companies arranged for an independent professional valuer to appraise the value of certain assets in December 2007 on an asset-by-asset basis.  The basis of the revaluation was as follows:-


-
Land was revalued using the market approach.

-
Building and building improvement, machinery used in production line, roads, berth and berth facilities, and tug boats were revalued using the depreciated replacement cost approach.
The results of revaluation by independent appraisers are presented below:

	(Unit: Baht)

	
	Consolidated

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads 
	Berth and berth facilities, and tug boats
	Total

	New revaluation 
	972,447,568
	1,589,828,298
	17,822,489,703
	36,363,610
	1,968,222,749
	22,389,351,928

	Net book value of assts on revaluation date
	1,031,246,759
	1,243,862,120
	15,309,001,809
	43,701,140
	1,730,578,481
	19,358,390,309

	Increase (decrease)
	(58,799,191)
	345,966,178
	2,513,487,894
	(7,337,530)
	237,644,268
	3,030,961,619

	The Company and its subsidiaries recorded the increase and decrease in the revalued assets as follows:

	Adjustment of increase (decrease) in value against of revaluation surplus on assets in shareholders’ equity
	9,188,185
	345,966,178
	2,521,975,632
	(3,221,085)
	237,644,268
	3,111,553,178

	Diminution in value recorded as expenses in income statement
	(67,987,376)
	-
	(8,487,738)
	(4,116,445)
	-
	(80,591,559)

	Increase (decrease)
	(58,799,191)
	345,966,178
	2,513,487,894
	(7,337,530)
	237,644,268
	3,030,961,619


	(Unit: Baht)

	
	Separate financial statement

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads 
	Total

	New revaluation 
	684,999,568
	1,440,311,696
	17,737,300,000
	15,800,000
	19,878,411,264

	Net book value of assets on revaluation date
	678,410,462
	1,120,343,327
	15,245,417,170
	11,559,641
	17,055,730,600

	Increase 
	6,589,106
	319,968,369
	2,491,882,830
	4,240,359
	2,822,680,664

	The Company recorded the increase and decrease in the revalued assets as follows:

	Adjustment of increase in value against of revaluation surplus on assets in shareholders’ equity
	6,589,106
	319,968,369
	2,500,370,568
	4,240,359
	2,831,168,402

	Diminution in value recorded as expenses in income statement
	-
	-
	(8,487,738)
	-
	(8,487,738)

	Increase 
	6,589,106
	319,968,369
	2,491,882,830
	4,240,359
	2,822,680,664



Breakdown of property, plant and equipment carried on the revaluation basis and their accumulated depreciation is as follows:-

	
	(Unit: Baht)

	
	Consolidated

	
	2007

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads
	Berth and berth facilities, and tug boats

	Original cost - net allowance for impairment loss
	1,025,275,576
	1,974,715,867
	15,450,301,544
	119,742,910
	2,057,552,880

	Surplus from revaluation
	(52,828,008)
	1,137,679,907
	9,025,318,726
	26,088,665
	801,917,821

	Revalued amount
	972,447,568
	3,112,395,774
	24,475,620,270
	145,831,575
	2,859,470,701

	Accumulated depreciation on original cost - net 
	
	
	
	
	

	   allowance for impairment loss
	-
	868,703,868
	4,084,455,605
	87,491,745
	543,228,211

	Accumulated depreciation on surplus from revaluation
	-
	653,863,608
	2,568,674,962
	21,976,220
	348,019,740

	Accumulated depreciation on revalued amount
	-
	1,522,567,476
	6,653,130,567
	109,467,965
	891,247,951


	
	(Unit: Baht)

	
	Consolidated

	
	2006

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads
	Berth and berth facilities, and tug boats

	Original cost - net allowance for impairment loss
	1,325,981,945
	1,744,863,880
	15,228,639,223
	116,083,874
	2,057,552,880

	Surplus from revaluation
	7,247,451
	415,451,935
	6,509,121,671
	37,610,029
	410,175,099

	Revalued amount
	1,333,229,396
	2,160,315,815
	21,737,760,894
	153,693,903
	2,467,727,979

	Accumulated depreciation on original cost - net 
	
	
	
	
	

	   allowance for impairment loss
	-
	772,193,122
	3,810,174,698
	92,408,979
	450,329,968

	Accumulated depreciation on surplus from revaluation
	-
	257,054,125
	2,407,320,135
	6,167,235
	196,071,071

	Accumulated depreciation on revalued amount
	-
	1,029,247,247
	6,217,494,833
	98,576,214
	646,401,039


	

	(Unit: Baht)

	
	Separate financial statement

	
	2007
	2006

	
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads 
	Land
	Building and building improvement
	Machinery and equipment in production line
	Roads 

	Original cost- net allowance for impairment loss
	674,508,200
	1,817,429,194
	15,290,386,357
	38,074,646
	787,647,134
	1,642,189,437
	15,144,485,387
	38,074,646

	Surplus from revaluation
	10,491,368
	1,106,093,212
	8,989,432,000
	27,739,994
	3,902,262
	410,953,717
	6,509,121,671
	10,700,000

	Revalued amount
	684,999,568
	2,923,522,406
	24,279,818,357
	65,814,640
	791,549,396
	2,053,143,154
	21,653,607,058
	48,774,646

	Accumulated depreciation on original cost - net 
	
	
	
	
	
	
	
	

	   allowance for impairment loss
	-
	834,935,987
	3,988,125,055
	28,934,135
	-
	743,872,730
	3,734,718,523
	24,370,401

	Accumulated depreciation on surplus from revaluation
	-
	648,274,723
	2,554,393,302
	21,080,505
	-
	252,555,912
	2,407,320,135
	6,140,869

	Accumulated depreciation on revalued amount
	-
	1,483,210,710
	6,542,518,357
	50,014,640
	-
	996,428,642
	6,142,038,658
	30,511,270



The Company and its subsidiaries evaluated the recoverable amounts of assets by using the discounted cash flow method and have determined that the recoverable amounts are higher than the appraisal values of assets presented on a depreciated replacement cost basis.


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:-

	
	Consolidate
	Separate financial statements

	
	2550
	2549
	2550
	2549

	   Net income (Baht)
	726,771,168
	2,432,912,452
	825,135,817
	2,471,234,301

	   Earnings per share (Baht per share)
	0.06
	0.19
	0.06
	0.19


During 2006, the Company and its subsidiary company capitalised interest expenses amounting to Baht 147.5 million incurred on loans for the construction project as part of cost of assets (The Company only: Baht 114.6 million).

As at 31 December 2007, certain plant and equipment items of the Company and its subsidiaries have been fully depreciated but are still in use. The original cost of those assets amounted to approximately Baht 424.1 million (2006: Baht 385.9 million) (The Company only: Baht 256.2 million, (2006: Baht 259.6 million))

As at 31 December 2007, the Company and its subsidiaries have machinery, equipment and motor vehicles acquired under hire purchase agreements and finance lease agreements, with net book value amounting to Baht 579.0 million (The Company only : Baht 530.0 million).


As at 31 December 2007, the Company has mortgaged/pledged its assets amounting to approximately Baht 19,493.4 million (2006: Baht 16,469.7 million) as collateral against credit facilities received from financial institutions, as described in Note 15, Note 16 and Note 17 to the financial statements.


As at 31 December 2007, Prachuap Port Company Limited has mortgaged/pledged its assets amounting to approximately Baht 1,979.7 million (2006: Baht 2,060.4 million) as collateral against credit facilities received from financial institutions, as described in Note 16, to the financial statements.

As at 31 December 2007, West Coast Engineering Company Limited has mortgaged/pledged its assets amounting to approximately Baht 85.6 million (2006: Baht 84.1 million) as collateral against credit facilities received from financial institutions, as described in Note 15 and Note 16 to the financial statements.


As described in Note 28.6 (a), the Company and Prachuap Port Company Limited received letters from Prachuabkirikhan Provincial Land Office, 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 of Baht 37.7 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 the Company and the subsidiary recorded full allowance for impairment of the land and assets located on that land, amounting to Baht 338.4 million (The Company only: Baht 113.1 million), under the caption of “Loss on impairment of property, plant and equipment” in the income statement.
13.
INTANGIBLE ASSETS
	
	(Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Computer software - cost
	76,170,916
	74,096,606
	75,314,381
	73,240,071

	Additions
	2,204,700
	2,074,310
	2,204,700
	2,074,310

	Accumulated amortisations    
	(17,497,533)
	(9,757,395)
	(17,211,441)
	(9,555,830)

	Net
	60,878,083
	66,413,521
	60,307,640
	65,758,551

	Amortisation expenses included in the
	
	
	
	

	income statements for the year
	7,740,138
	7,531,742
	7,655,611
	7,447,214


14.
OTHER NON-CURRENT ASSETS

	
	(Unit: Baht)

	
	Consolidated             
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Deposits
	9,091,700
	9,035,239
	8,175,600
	8,160,884

	Receivable from cancellation of shipbuilding contract
	-
	11,461,736
	-
	-

	Others 
	3,723,932
	1,729,459
	-
	-

	
	12,815,632
	22,226,434
	8,175,600
	8,160,884

	Less: Allowance for doubtful debts - receivable from cancellation of shipbuilding contract
	-
	(11,461,736)
	-
	-

	Total
	12,815,632
	10,764,698
	8,175,600
	8,160,884



Receivable from cancellation of shipbuilding contract represents a balance of Prachuap Port Company Limited 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 the second quarter of the current year, the subsidiary received final settlement.

15.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

	(Unit: Baht)

	
	Consolidated financial statements
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Bank overdrafts
	28,616,916
	-
	-
	-

	Short-term loans from financial institutions
	
	
	

	Promissory note
	2,844,000,000
	920,000,000
	2,780,000,000
	920,000,000

	Bills of exchange
	-
	2,010,000,000
	-
	2,010,000,000

	Trust receipts
	1,373,573,576
	9,636,451,213
	1,364,000,000
	9,636,451,213

	Total
	4,246,190,492
	12,566,451,213
	4,144,000,000
	12,566,451,213

	Less : Deferred interest - bills of exchange
	-
	(68,007,194)
	-
	(68,007,194)

	Total
	4,246,190,492
	12,498,444,019
	4,144,000,000
	12,498,444,019



Bank overdrafts and short-term loans from financial institutions, of the Company, except for bills of exchange, 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, machinery of the Company and assigned beneficiary rights under insurance policies to the lenders.


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


Bank overdrafts and short-term loans from financial institutions of Prachuap Port Company Limited are secured by the mortgage of land and existing and future construction thereon of subsidiary.


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


As at 31 December 2007, the Company has unused bank overdraft and short-term loan facilities from financial institutions amounting to Baht 21,279.4 million and USD 45 million. (2006: Baht 12,987.7 million and USD 45 million).


As at 31 December 2007, Prachaup Port Company Limited has unused bank overdraft and short-term loan facilities from financial institutions amounting to Baht 11.6 (2006: Baht 13.6 million).


As at 31 December 2007, West Coast Engineering Company Limited has unused bank overdraft and short-term loan facilities from financial institutions amounting to Baht 0.8 million and USD 0.6 million. (2006: Baht 20 million and USD 1 million).

16.
LONG-TERM LOANS FROM FINANCIAL INSTITUTIONS

	
	
	
	(Unit:: Baht)

	
	
	Consolidated financial statements
	Separate financial statements

	Loan
	Repayment schedule
	2007
	2006
	2007
	2006

	16.1
	Semi-annual installment commencing from 
	
	
	
	

	
	March 2005 to September 2013
	4,928,000,000
	5,264,000,000
	4,928,000,000
	5,264,000,000

	16.2
	Semi-annual installment commencing from 
	
	
	
	

	
	June 2005 to June 2007
	-
	200,000,000
	-
	200,000,000

	16.3
	Semi-annual installment commencing from 
	
	
	
	

	
	September 2005 to September 2013
	880,000,000
	940,000,000
	880,000,000
	940,000,000

	16.4
	Monthly installment commencing from April 2002 to May 2003 and semi-annual installment commencing from June 2003
	
	
	
	

	
	to June 2007
	-
	35,715,637
	-
	-

	16.5
	Monthly installment commencing from 
	
	
	
	

	
	January 2006 to July 2011
	521,111,278
	561,691,270
	-
	-

	16.6
	Quarterly installments commencing from 
	
	
	
	

	
	June 2007 to March 2012
	118,100,000
	-
	-
	-

	16.7
	Yearly installments commencing from 
	
	
	
	

	
	March 2007 to March 2008 
	25,000,000
	45,000,000
	-
	-

	16.8
	Quarterly installments commencing from 
	
	
	
	

	
	June 2007 to March 2010
	32,270,000
	30,500,000
	-
	-

	Total
	6,504,481,278
	7,076,906,907
	5,808,000,000
	6,404,000,000

	Less: Current porting due within one year 
	(568,619,918)
	(761,088,792)
	(416,000,000)
	(596,000,000)

	
	5,935,861,360
	6,315,818,115
	5,392,000,000
	5,808,000,000

	Add:
Difference of interest per effective interest rate and
	
	
	
	

	interest rate per debt restructuring agreement
	-
	451,981
	-
	-

	Long-term loans
	5,935,861,360
	6,316,270,096
	5,392,000,000
	5,808,000,000



16.1
A long-term credit facility amounting to Baht 5,600 million under the credit facilities agreement dated 15 September 2003, with a 10-year maturity, carrying interest at the rate of MLR less 1.5 percent per annum for the first to the third year, at the rate of MLR less 1 percent per annum for the fourth to the fifth year, and at the rate of MLR less 0.5 percent per annum as from the sixth year. Interest is payable quarterly and the interest rate for the first five years must not less than the average interest rate on the debentures (Note 17) plus a margin of 0.75 percent per annum.


16.2 
An additional long-term credit facility amounting to Baht 2,000 million under the additional loan agreement dated 29 December 2003 with a term of 3.5 years, bearing interest at the rate of 3.5 percent per annum. Interest is payable semi-annually. During the year, the Company made full payment of this loan.


16.3 
A long-term credit facility amounting to Baht 1,000 million under the credit facilities agreement dated 11 September 2003, with a term of 10 years, bearing interest at the rate of 4 percent per annum from the agreement date to 30 September 2008 and at the rate of MLR less 0.5 percent per annum as from 1 October 2008. Interest is payable quarterly.

Long-term loans No. 16.1, 16.2 and 16.3 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 31 December 2007, one of the Company’s financial ratios did not comply with the conditions of the loan agreements. However, 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 period ended 31 December 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.


16.4 
Long-term credit facility amounted to Baht 832.5 million under the debt restructuring agreement of a subsidiary dated 30 March 1999 and amendment agreement dated 30 June 1999 with a term of 9 years and a 3-year grace period, carrying interest at a rate below MLR for the first seven years and at MLR as from the eighth year. Interest was payable monthly. During the current year, the Company made full payment of this loan. 



This loan was secured by the subsidiary’s director and the mortgage of the subsidiary’s land.


16.5 
A long-term credit facility of a subsidiary amounting to Baht 650 million under the loan agreement dated 5 September 2003, and memorandums to amend the agreement dated 7 June 2005 and 26 August 2005, with a term of 6 years and a grace period of 2 years and 4 months, bearing interest at the 3-month fixed deposit rate plus 3 percent for the first 2 years, plus 3.5 percent for the third year and plus 4 percent per annum as from the fourth year. Interest is payable monthly.


On 5 September 2007, a subsidiary entered into a memorandum to revise the loan agreement with the lender, under which the lender agreed to extend the loan repayment period from 6 years and 6 months (50 monthly installments from January 2006 to February 2010) to 7 years and 4 months (66 monthly installments from January 2006 to July 2011) and change the amounts of the loan installments from the 21st installment (September 2007) onwards, from amounts of Baht 14 million to Baht 20 million per installment to amounts of Baht 7 million to Baht 20 million per installment.



This long-term loan 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. 


16.6 
A long-term credit facility of a subsidiary amounting to Baht 180 million under the credit facilities agreement dated 23 March 2007 with a term of 5years, carrying interest at MLR less 0.5 percent per annum. Interest is payable quarterly. As of 31 December 2007, the subsidiary has drawn down the full amount of the facility.




This credit facilities are secured by the mortgage of certain land of the subsidiary and construction and/or future construction thereon. In addition, the 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 the Company’s equity in the subsidiary. 


16.7 
A long-term credit facility of a subsidiary amounting to Baht 45 million under a loan agreement dated 21 March 2005 with a 3-year maturity and a 1-year grace period, carrying interest at MLR less 1 percent per annum in the first year and MLR less 0.5 percent per annum as from the second year. Interest is payable monthly.



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. 

16.8 
A long-term credit facility of a subsidiary amounting to Baht 60 million under a loan agreement dated 2 October 2006 with a 5-year maturity, carrying interest at MLR less 0.5 percent per annum. Interest is payable monthly.



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 insurance policies to the lender. In addition, this loan agreement contains certain 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 Company’s maintenance of a shareholding of not less than 75 percent in the subsidiary for the term of the loan agreement.

As at 31 December 2007, the long-term credit facilities of the subsidiaries which have not yet been drawn down amounted to Baht 22.7 million.

17.
DEBENTURES

	
	
	
	
(Unit: Baht)

	
	Consolidated
	Separate financial statements

	Debentures
	2007
	2006
	2007
	2006

	17.1
Secured amortising debentures No.1 Series 1 of 1.80 million units with a total value of Baht 1,800 million
	-
	360,000,000
	-
	360,000,000

	
	
	
	
	

	17.2
Secured amortising debentures No.1 Series 2 of 1.45 million units with a total value of Baht 1,450 million
	725,000,000
	1,450,000,000
	725,000,000
	1,450,000,000

	Total
	725,000,000
	1,810,000,000
	725,000,000
	1,810,000,000

	Less: Current portion
	(725,000,000)
	(1,085,000,000)
	(725,000,000)
	(1,085,000,000)

	Debentures
	-
	725,000,000
	-
	725,000,000


17.1
The debentures were to be redeemed in equal semi-annual installments from 17 March 2005, and matured in 2007. It carries interest at 3 percent per annum. During the current year, the Company redeemed the debentures.


17.2 
The debentures are to be redeemed in equal semi-annual installments from 17 September 2007 and mature in March 2008. They carry interest at the average 6-month fixed deposit rate of 4 commercial banks plus 2.75 percent per annum.


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

18.
LIABILITIES UNDER FINANCE LEASE AGREEMENTS
	
	
	(Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Liabilities under finance lease agreements 
	432,377,290
	512,122,902
	387,898,641
	512,122,902

	Less : Deferred interest expenses  
	(29,157,223)
	(54,221,048)
	(25,236,188)
	(54,221,048)

	Total 
	403,220,067
	457,901,854
	362,662,453
	457,901,854

	Less : Portion due within one year
	(206,460,621)
	(95,239,400)
	(191,892,892)
	(95,239,400)

	Liabilities under finance lease agreements
	196,759,446
	362,662,454
	170,769,561
	362,662,454



The Company and its subsidiary companies have entered into the finance lease agreements with leasing companies for lease of machinery, equipment and vehicle for operation and committed to pay rental fee on a monthly basis. As at 31 December 2007, there were leasing commitments under the finance lease agreements payable to the Company and its subsidiary companies as follows:
	
	
	(Unit: Baht)

	
	The Company
	Subsidiary companies
	Total

	Within 1 year
	211,086,106
	16,846,812
	227,932,918

	After 1 year
	176,812,535
	27,631,837
	204,444,372

	Total
	387,898,641
	44,478,649
	432,377,290


19.
REVALUATION SURPLUS

	
	
	(Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Balance - beginning of year
	4,954,891,951
	5,212,119,153
	4,830,282,180
	5,079,151,648

	Add :
Record revaluation surplus on assets
	2,996,355,310
	-
	2,831,168,402
	-

	Less :
Reversal revaluation surplus
	(650,899)
	-
	-
	-

	
Amortisation 
	(189,341,900)
	(257,227,202)
	(181,333,354)
	(248,869,468)

	Balance - end of year
	7,761,254,462
	4,954,891,951
	7,480,117,228
	4,830,282,180



The revaluation surplus can neither be offset against deficit nor used for dividend payment. 


The revaluation surplus as at 31 December 2007 and 2006 in the consolidated financial statement and the separate financial statements are consisted of the following:
	
	
	(Unit: Baht)

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Revaluation surplus of 
	
	
	
	

	The Company
	6,918,495,782
	4,268,660,734
	6,918,495,782
	4,268,660,734

	The subsidiaries
	281,137,234
	124,609,771
	-
	-

	Other company (former associated company)
	561,621,446
	561,621,446
	561,621,446
	561,621,446

	
	7,761,254,462
	4,954,891,951
	7,480,117,228
	4,830,282,180


20.
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.

21.
NUMBER OF EMPLOYEES AND RELATED COSTS 

	
	Consolidated
	Separate financial statements

	
	2007
	2006
	2007
	2006

	Number of employees at end of year (persons)
	1,467
	1,443
	1,001
	977

	Employee costs for the year (Thousand Baht)
	597,094
	580,018
	428,061
	422,212


22.
CORPORATE INCOME TAX

Corporate income tax for the years has been calculated on net income of the operations which have not received privileges from the Board of Investment exempting them from corporate income tax, after adding back expenses and deducting income which are disallowable for tax computation purposes.

23.
PROMOTIONAL PRIVILEGES

The Company was granted investment promotional privileges by the Board of Investment (BOI). Important privileges granted to the Company are summarised below:
-
Investment promotion certificate No. 1140/2533 dated 8 August 1990 under which the Board of Investment approved promotional privileges for the manufacture of hot rolled coils. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on net income from the promoted activities, for a period of 8 years commencing as from the date of the first earning operating income (23 April 1994) and a 50 percent reduction of corporate income tax on net income derived from the promoted activities for a period of 5 years after the expiration of the corporate income tax exemption period (22 April 2002). The privileges granting on this certificate expired on 22 April 2007.

-
Investment promotion certificate No. 1438 (2)/2547, dated 8 June 2004, under which the Board of Investment approved promotional privileges for the manufacture of hot rolled coils and hot rolled, pickled and oiled coils. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on sales of hot rolled coils and hot rolled pickled and oiled coils, to the extent that the amount sold does not exceed 1.6 million tons a year, for a period of 8 years commencing as from the date of the first earnings operating income (13 May 2004). In addition the privileges also include exemption from import duty on machinery approved by the Board, exemption from import duty on essential raw materials and supplies imported for manufacturing products for export sale for a period of 5 years as from the first import date and exemption from import duty on goods imported for re-export for a period of 5 years as from the first import date. 
The Company’s operating revenues for the years are below shown divided according to promoted and non-promoted operations.

	(Unit: Baht)

	
	Separate financial statements

	
	Promoted operations
	Non-promoted operations
	Total

	
	2007
	2006
	2007
	2006
	2007
	2006

	Sales
	
	
	
	
	
	

	Domestic sales
	23,236,002,694
	26,994,529,626
	201,598,115
	85,599,349
	23,527,600,849
	27,080,128,975

	Export sales
	4,835,587,837
	8,124,933,601
	-
	-
	4,835,587,837
	8,124,933,601

	Total sales
	28,161,590,531
	35,119,463,227
	201,598,155
	85,599,349
	28,363,188,686
	35,205,062,576



The two subsidiaries were granted investment promotional privileges by the Board of Investment (BOI). Important privileges granted to the subsidiaries are summarised below:
(a)
Prachuap Port Company Limited was granted the following investment promotional privileges by the BOI

-
Investment promotion certificate No. 8002/2537 dated 17 January 1994 under which the Board of Investment approved promotional privileges for the provision of marine shiping services. Subject to certain imposed condition, the privileges include exemption from corporate income tax on net income from the promoted activities, for a period of 8 years commencing as from the date of the first earning operating income (22 February 1994) and a 50 percent reduction of corporate income tax on net income derived from the promoted activities for a period of 5 years after the expiration of the corporate income tax exemption period (21 February 2002). The privileges granting on this certificate expired on 21 February 2007.

-
Investment promotion certificate No. 1484(2)/2545 dated 31 July 2002, under which the Board of Investment approved promotional privileges for the provision of high-powered tug boat service for public transportations and large products. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on net income from the promoted activities, for a period of 5 years commencing as from the date of the first earning operating income (1 October 2002) to the extent that the amount of tax exempted does no exceed 100 percent of the total investment made, excluding the price of land and working capital. The amount of corporate income tax exempted thus must not exceed Baht 131 million, and such cap is to be adjusted according to the actual capital investment (excluding land cost and working capital) as of the date operation of the project commences. In addition the privileges also include a reduction of import duty on machinery approved by the BOI. The privileges granting on this certificate expired on 30 September 2007.
-
Investment promotion certificate No. 1464(2)/2547 dated 10 June 2004 under which the Board of Investment approved promotional privileges for the provision of marine shiping services. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on net income from the promoted activities, for a period of 8 years commencing as from the date of the first earning operating income (14 November 2006) to the extent that the amount of tax exempted does no exceed 100 percent of the total investment made, excluding the price of land and working capital. The amount of corporate income tax exempted thus must not exceed Bath 1,146 million, and such cap is to be adjusted according to the actual capital investment (excluding land cost and working capital) as of the date operation of the project commences. In addition the privileges also include an exemption from import duty on machinery approved by the BOI.

-
Investment promotion certificate No. 1901(2)/2547 dated 29 October 2004 under which the Board of Investment approved promotional privileges the provision of high-powered tug boat service. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on net income from the promoted activities, for a period of 5 years commencing as from the date of the first earning operating income (9 August 2005) to the extent that the amount of tax exempted does no exceed 100 percent of the total investment made, excluding the price of land and working capital. The amount of corporate income tax exempted thus must not exceed Bath 103 million, and such cap is to be adjusted according to the actual capital investment (excluding land cost and working capital) as of the date operation of the project commences. In addition the privileges also include a reduction of import duty on machinery approved by the BOI.

(b)
West Coast Engineering Company Limited has received promotional privileges from the Board of Investment, which approved promotion privileges for the manufacture of industrial machinery and equipment, mechanical parts, and the repair and improvement of industrial machinery and equipment and steel structures for industrial use, pursuant to the promotion certificate No. 1783(2)/2550 dated 27 June 2007. Subject to certain imposed condition, the privileges include an exemption from corporate income tax on net income from the promoted activities, for a period of 8 years commencing as from the date of the first earning operating income, to the extent that the amount of tax exempted does not exceed 100 percent of the total investment made, excluding the price of land and working capital. The total amount of corporate income tax exempted thus must not exceed Baht 167 million, and such cap is to be adjusted according to the actual capital investment (excluding land cost and working capital) as of the date operation of the project commences. In addition the privileges also include exemption from import duty on machinery approved by the BOI, and exemption from import duty on essential raw materials imported for a period of 5 years as from the first import date. Currently, the Company has no income from the promoted activities.

The operating revenues of the Company and its subsidiaries for the years are below shown divided according to promoted and non-promoted operations.

	(Unit: Baht)

	
	Consolidated

	
	Promoted operations
	Non-promoted operations
	Total

	
	2007
	2006
	2007
	2006
	2007
	2006

	Revenue
	
	
	
	
	
	

	Domestic sales
	23,325,070,614
	26,994,529,626
	202,291,882
	87,914,919
	23,527,362,496
	27,082,444,545

	Export sales
	4,835,587,837
	8,124,933,601
	-
	-
	4,835,587,837
	8,124,933,601

	Service income
	109,685,762
	170,296,195
	171,282,048
	43,782,277
	280,967,810
	214,078,472

	Total sales
	28,270,344,213
	35,289,759,422
	373,573,930
	131,697,196
	28,643,918,143
	35,421,456,618


24.
EARNINGS PER SHARE

Basic earnings per share is calculated by dividing net income for the year by the weighted average number of ordinary shares in issue during the year.

25.
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 for the years ended 31 December 2007 and 2006 of the Company and its subsidiaries by segment. 

	
	
	
	
	
	(Unit: Baht)

	
	Manufacture of
	Maintenance
	Deep-sea
	Elimination of
	

	
	hot rolled coils segment
	services segment
	port services segment
	inter-segment revenues
	Consolidated

	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	Revenue from external customers
	
	
	
	
	
	
	
	
	
	

	Domestic sales and services
	23,526,668,769
	27,080,128,975
	132,533,436
	46,097,847
	149,128,101
	170,296,195
	-
	-
	23,808,330,306
	27,296,523,017

	Export sales
	4,835,587,837
	8,124,933,601
	-
	-
	-
	-
	-
	-
	4,835,587,837
	8,124,933,601

	Total
	28,362,256,606
	35,205,062,576
	132,533,436
	46,097,847
	149,128,101
	170,296,195
	-
	-
	28,643,918,143
	35,421,456,618

	Intersegment revenues
	932,080
	-
	297,478,904
	375,648,111
	75,762,394
	123,303,617
	(374,173,378)
	498,951,728
	-
	-

	Total revenue
	28,363,188,686
	35,205,062,576
	430,012,340
	421,745,958
	224,890,495
	293,599,812
	(374,173,378)
	498,951,728
	28,643,918,143
	35,421,456,618

	Income from business operation segment
	2,237,054,628
	2,423,732,777
	90,867,110
	91,791,544
	108,252,663
	202,284,221
	
	
	2,480,928,728
	2,753,184,098

	Unallocated income and expenses:
	
	
	
	
	
	
	
	
	
	

	Interest income
	
	
	
	
	
	
	
	
	1,181,326
	3,029,908

	Other income
	
	
	
	
	
	
	
	
	311,570,244
	479,579,460

	Selling and administrative expenses
	
	
	
	
	
	
	
	
	(905,789,135)
	(1,050,716,989)

	Other expenses
	
	
	
	
	
	
	
	
	(24,866,186)
	2,294,311,367

	Interest expenses
	
	
	
	
	
	
	
	
	(1,051,183,119)
	(1,662,501,703)

	Corporate income tax
	
	
	
	
	
	
	
	
	(9,134,088)
	(36,625,169)

	Minority interest
	
	
	
	
	
	
	
	
	113,405,298
	(90,121,318)

	Net income
	
	
	
	
	
	
	
	
	916,113,068
	2,690,139,654

	Property, plant and equipment
	20,174,449,850 
	17,896,581,758 
	327,083,644 
	262,291,695 
	2,293,184,537 
	2,426,337,923 
	(51,944,528)
	(49,367,931)
	22,742,773,503
	20,535,843,445

	Other assets
	14,058,799,306 
	24,372,074,738 
	55,624,964 
	87,874,449 
	29,282,725 
	64,758,943 
	(332,722,479)
	(542,817,276)
	13,810,984,516
	23,981,890,854

	Total assets
	34,233,249,156 
	42,268,656,496 
	382,708,608 
	350,166,144 
	2,322,467,262 
	2,491,096,866 
	(384,667,007)
	(592,185,207)
	36,553,758,019
	44,517,734,299


Transfer prices between business segments are as set out in Note 6 to the financial statements.

26.
PROVIDENT FUND


The Company, its subsidiaries and their employees have jointly established a provident fund in accordance with the Provident Fund Act B.E. 2530.  Both employees and the Company and its subsidiaries contributed to the fund monthly at the rate of 5 to 10 percent of basic salary. The fund, which is managed by Kasikorn Asset Management Company Limited, will be paid to employees upon termination in accordance with the fund rules. During the year 2007, the Company and its subsidiaries contributed Baht 31.0 million (2006: Baht 26.3 million) to the fund (The Company only: Baht 22.6 million (2006: Baht 20.4 million)).

27.
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. 
28.
COMMITMENTS AND CONTINGENT LIABILITIES


28.1
Capital commitments



As at 31 December 2007, the Company had capital commitments amounting to approximately Baht 23.7 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 December 2007, West Coast Engineering Company Limited, the subsidiary, had capital commitments totaling Baht 2.6 million in relation to the purchase of machinery and equipment.



28.2
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 December 2007, there were commitments to be payable under those agreements as follows:
	
	
	(Unit : Million Baht)

	
	
	Separate

	
	Consolidated
	financial statements

	Payable within:
	
	

	1 year
	25.1
	22.6

	2 - 5 years
	15.0
	13.7

	Total
	40.1
	36.3


28.3 Other commitments


As at 31 December 2007 the Company and its subsidiaries have the following other commitments.

· The Company has commitments amounting to Baht 36.8 million, USD 9.4 million and EUR 1.8 million in relation to agreements to purchase spare parts and supply and obtaining maintenance services.

· The Company had commitments to banks under the outstanding letters of credit amounting to approximately EUR 0.2 million and Baht 2.4 million.
· West Coast Engineering Company Limited, the subsidiary, has commitments amounting to Baht 7.0 million in relation to contracting agreement and its related service agreements.
· 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.

28.4
Bank guarantees




As at 31 December 2007, there were outstanding bank guarantees of Baht 1,579.5 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 comprised of 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 VAT refund process is complete. In the second quarter of the current year 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. These 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 12.5 million, comprised a guarantee of  Baht 10.0 million provided to Custom Department in respect of the establishment of a wharf and godowns, Baht 1.3 million to guarantee contractual performance and Baht 1.2 million to guarantee electricity use.


28.5
Guarantee with subsidiary company




The Company has guaranteed credit facilities obtained from 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.

28.6
Dispute and litigation

Dispute

(a)
In October 2007, Prachuabkirikhan Provincial Land Office 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 of Baht 37.7 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 financial statement the Company and the subsidiary recorded full allowance for impairment of the land and assets located on that land under the caption of “loss on impairment of property, plant and equipment” in the statement of income. 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 December 2007, 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. 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 31 December 2007, the Company has not provided for losses that may arise as a result of these cases in its financial statements.

29.
FINANCIAL INSTRUMENTS


29.1
Financial risk management




Financial instruments of the Company and its subsidiaries, as defined under Thai Accounting Standard No. 48 “Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalent, accounts and notes receivable, amounts due from and advance paid to related parties, other long-term investments, bank overdrafts and short-term loans from financial institutions, accounts payable, amounts due to and advances received from related parties, long-term loans, debentures and liabilities under financial lease and hire purchase agreements. The financial risks associated with these financial instruments and how they are managed is described below.



Credit risk




The Company and its subsidiaries are exposed to credit risk primarily with respect to trade accounts and notes receivable. The Company and its subsidiaries manage the risk by establishing credit limits for customers or adopting appropriate credit control policies and procedures and therefore do not expect to incur material financial losses. However, the Company and its subsidiaries are exposed to concentrations of credit risk with respect to trade accounts and notes receivable because they have only a few major customers who are in the same industry. The maximum exposure to credit risk is limited to the carrying amounts of trade accounts and notes receivable as stated in the balance sheet.



Interest rate risk




Exposure to interest rate risk of the Company and its subsidiaries relates primarily to their cash at banks, bank overdrafts and short-term loan from financial institutions, debentures and long-term borrowings. However, since most of the financial assets and liabilities of the Company and its subsidiaries bear floating interest rates or fixed interest rates which are close to the market rate, the interest rate risk is expected to be minimal. 




Significant financial assets and liabilities as at 31 December 2007 classified by type of interest rates are summarised in the table below, with those financial assets and liabilities that carry fixed interest rates further classified based on the maturity date or the repricing date if this occurs before the maturity date. 
	
	Fixed interest rates
	
	
	

	
	Within   1 year
	1-5 years
	Floating interest rate
	Total
	interest rate

	
	(Million Baht)
	(% p.a.)

	Financial Assets
	
	
	
	
	

	Cash and cash equivalent
	-
	-
	50.7
	50.7
	
0.125 - 0.750

	
	-
	-
	50.7
	50.7
	

	Financial Liabilities
	
	
	
	
	

	Bank overdrafts and short-term financial institutions
	4,246.2
	-
	-
	4,246.2
	3.900 - 7.625

	Debentures
	-
	-
	725.0
	725.0
	
4.938

	Long-term loans 
	-
	-
	6,504.5(1)
	6,504.5
	4.000 - 6.625

	Liabilities under financial lease agreements
	206.5
	196.8
	-
	403.3
	4.830 - 7.800

	Liabilities under hire purchase agreements
	5.2
	3.9
	-
	9.1
	3.050 - 3.700

	
	4,457.9
	200.7
	7,229.5
	11,888.1
	

	
	
	
	
	
	

	(1)
Long-term loan amounting to Baht 880 carry interest rate at a fixed rate in the current period until 30 September 2008 and will carry interest at MLR plus 0.5 percent per annum beginning 1 October 2008. 


Foreign currency risk



The Company’s exposure to foreign currency risk arises mainly from trading transactions that are denominated in foreign currencies. The Company seeks to reduce this risk by entering into forward exchange contracts when it considers appropriate. Generally, the forward contracts mature within one year. 



The balances of financial assets and liabilities denominated in foreign currencies as at 31 December 2007 are summarised below. 

	
	
	
	Average exchange rate

	
	
	
	as at 31 December 2007

	Foreign currency
	Financial assets
	Financial liabilities
	Assets
	Liabilities

	
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	1.5
	23.7
	33.6496
	33.8850

	Euro
	2.6
	0.1
	49.0408
	49.6202

	Italian Lira
	-
	1.8
	-
	0.0256

	Japanese yen
	-
	1.5
	-
	0.2997




Foreign exchange contracts outstanding at 31 December 2007 are summarised below. 

	
	
	
	Contractual exchange rate

	Foreign currency
	Bought amount
	Sold amount
	Bought
	Sold

	
	(Million)
	(Million)
	(Baht per 1 foreign currency unit)

	US dollar
	95.0
	47.2
	34.5250 - 34.7350
	33.7048 - 34.1863



29.2
Fair values of financial instruments



A fair value is the amount for which an asset can be exchanged or a liability settled between knowledgeable, willing parties in an arm’s length transaction. The fair value is determined by reference to the market price of the financial instrument or by using an appropriate valuation technique, depending on the nature of the instrument. 



The Company and its subsidiaries establish the fair value of their financial instruments by adopting the following methods and assumptions:
a)
For financial assets and liabilities which have short-term maturities, including cash and cash at banks, accounts and notes receivable, amounts due from and advances paid to related parties, bank overdrafts, short-term loans from financial institutions, accounts payable and amounts due to and advances received from related parties, the carrying amounts at the balance sheet date are considered to be a reasonable approximation of their fair value. 

b)
For non-marketable equity securities, fair value is estimated based on the net asset value of the security.

c)
For debentures and long-term loans carrying interest at rate that approximate the market rate, the carrying amount in the balance sheet approximates their fair value.
d)
For liabilities under financial lease and hire purchase agreements, fair value is estimated by discounting expected future cash flows by the current market interest rate for liabilities with similar terms and conditions.

e)
For derivatives, fair value is the latest market price of financial derivatives with the same characteristics, conditions, and maturity date, as quoted by reliable financial institutions.
As at 31 December 2007, the fair value of significant financial instruments are estimated to be close to the carrying amounts in the balance sheet, except for other long-term investments which have a carrying amount of Baht 1,610.0 and a fair value of Baht 1662.8 million, and forward exchange contracts (bought) with a notional amount of Baht 3,292.5 million and a fair value of Baht 3,197.7 million.

30.
ADJUSTMENT IN CONSOLIDATED FINANCIAL STATEMENTS


In 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 year ended 31 December 2006. 
31.
RECLASSIFICATION


In addition to the change in accounting policy as mentioned in Note 4 to the financial statements, which affects the previously reported net income and shareholder’s equity, certain other amounts in the financial statements for the year ended 31 December 2006 have been reclassified to conform to the current year’s classification but with no effect to previously reported net income or shareholders' equity other than from the change in accounting policy.

32.
APPROVAL OF FINANCIAL STATEMENTS


These financial statements were authorised for issue by the Company’s authorised directors on 26 February 2008.
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