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Independent Auditor’s Report
To the Shareholders of Sahaviriya Steel Industries Public Company Limited
I was engaged to audit the accompanying consolidated and separate financial statements of Sahaviriya Steel Industries Public Company Limited, its subsidiaries, and its joint-venture (the “Group”), and of Sahaviriya Steel Industries Public Company Limited (the “Company”), respectively, which comprise the consolidated and separate statements of financial position as at 31 December 2015, the consolidated and separate statements of income, comprehensive income, changes in equity and cash flows for the year then ended, and notes, comprising a summary of significant accounting policies and other explanatory information.
Management’s Responsibility for the Consolidated and Separate Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated and separate financial statements in accordance with Thai Financial Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of consolidated and separate financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility
My responsibility is to express an opinion on these financial statements. Because of the matters described in the Basis for Disclaimer of Opinion paragraph, however, I was not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion.
Basis for Disclaimer of Opinion

Limitation of audit scope 

Liquidation of Sahaviriya Steel Industries UK Limited (“SSI UK”)
SSI UK is wholly-owned by the Company. As disclosed in Notes 2 and 8, since the establishment of SSI UK and until 2 October 2015, when SSI UK entered the liquidation process, the consolidated financial statements of the Group include the financial statements of SSI UK. A petition for winding up SSI UK was lodged and the application was granted on 2 October 2015 and SSI UK’s financial statements for Group consolidation purposes as at that date were prepared on a break-up basis. Consequent to the appointment of a liquidator for SSI UK, the Company no longer controls the business or operations of SSI UK and, therefore, the financial statements of SSI UK have not been included in the consolidated financial statements of the Group from 2 October 2015. The results of the coke manufacturing and steel making business of SSI UK for the period to 2 October 2015 have been recorded separately in the consolidated statement of income of the Group for the year ended 31 December 2015 as discontinued operations.
As disclosed in Note 2, the commencement of liquidation of SSI UK has resulted in its assets being frozen; access to its manufacturing facilities, in which most of its accounting records and related supporting documents are located, blocked; and key personnel in financial reporting being dismissed.  Consequently, management has prepared the financial statements of SSI UK for the purpose of presentation and disclosure of discontinued operations in the consolidated statement of income of the Group for the year ended 31 December 2015 based on SSI UK's management accounts and related reports made up to 31 August 2015 and estimates for the remaining period to 2 October 2015, using all relevant information available to the Group to date.
Due to the limitation on the scope of my audit imposed by the above circumstances I was unable to carry out satisfactory audit procedures to conclude whether the recognition and presentation in the consolidated statement of income and disclosure in Note 8 relating to discontinued operations is prepared, in all material respects, in accordance with Thai Financial Reporting Standards.
Material uncertainty concerning going concern basis of accounting 

As disclosed in Notes 2(e) and 8 to the financial statements, during the year ended 31 December 2015, the Group incurred a net loss of Baht 40,897 million (includes losses from the discontinuation of SSI UK’s operation of Baht 38,037 million) and as at 31 December 2015 the Group had a cumulative deficit of Baht 68,526 million and its current liabilities exceeded its current assets by Baht 54,496 million. As at the same date and for the same period, the Company incurred a net loss of Baht 67,124 million (including losses from the liquidation of SSI UK of Baht 64,329 million); had cumulative deficit of Baht 68,299 million; and current liabilities exceeded current assets by Baht 54,325 million. As disclosed in note 8 to the financial statements, pursuant to the discontinuation of SSI UK’s operations the major lenders demanded immediate payment of the remaining balance of a loan carried at USD 815 million (equivalent to Baht 30,034 million as at 31 December 2015) which was primarily secured by SSI UK’s property, plant and equipment and guaranteed by the Company. The major lenders also demanded the Company to be responsible for this obligation as guarantor. In addition, on 1 October 2015 the major lenders demanded immediate payment of the remaining balance of another of the Company’s loan carried at Baht 9,840 million as at 31 December 2015. In view of this situation, on 1 October 2015 the Board of Directors of the Company approved for the Company to submit an application for Business Rehabilitation to the court. These circumstances indicate the existence of a material uncertainty which casts significant doubt about the Group's and the Company’s ability to continue as going concerns.
Management has the opinion that despite the above circumstances, the Group and the Company should be able to generate sufficient cash flows from future operations to cover operating costs and to meet financing commitments. This opinion is based on the discontinuation of SSI UK’s operation, which had been incurring losses, the commencement and implementation of the business rehabilitation plan, and the support of the major lenders.  The consolidated and separate financial statements have been prepared by management on the going concern basis on the assumption that the business rehabilitation will be successful and such further capital and credit facilities will be secured to the extent that the Group’s and the Company’s operations require. The validity of this assumption is, however, dependent on 1) the success of the business rehabilitation plan, which had not commenced at the date of this report, including the measures taken to improve profitability and cash flows; 2) the successful outcome of the Group's negotiations with its major lenders in debt restructuring; and 3) the availability of financing from other sources to meet funding requirements. I consider that, whilst adequate disclosures have been made in this regard, these matters give rise to significant doubt about the Group’s and the Company's ability to continue as going concerns. If the Group and the Company were unable to continue as going concerns, the realisable value of assets may be significantly less than their carrying value.

No adjustments to the classification or carrying value of assets and liabilities have been made in the consolidated and separate financial statements should the Group and the Company not be able to continue as going concerns. 

Material uncertainty other than going concern
As disclosed in Note 2 to the financial statements, on 1 October 2015, the Board of Directors of the Company approved the Company to submit a petition for Business Rehabilitation to the Central Bankruptcy Court. The Court scheduled the inquiry on the petition to testify on the court proceeding on 21 December 2015 and the next inquiry date will be on 17 February 2016. As at the date of this report, the Court’s examination and consideration to order the Company for Business Rehabilitation had not been concluded. Such circumstance indicates the existence of a material uncertainty as to whether the court will accept the Company for Business Rehabilitation and thereby enable commencement of the business rehabilitation plan as planned. It also casts doubt about the classification and measurement of liabilities and provisions.

Disclaimer of Audit Opinion

Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, I am not in a position to, and do not, express an opinion on the financial statements.

Emphasis of Matter 

I draw attention to Note 4 to the accompanying financial information. During the year ended 31 December 2015, the Group and the Company sold goods to related companies and joint venture in the normal course of business totaling Baht 18,565 million and Baht 7,899 million, respectively, which represented 51 percent of the Group’s total sales and which represented 41 percent of the Company’s total sales for those periods, respectively. As at 31 December 2015, the Group’s and the Company’s outstanding trade accounts receivable from those related parties amounted to Baht 4,564 million and Baht 4,547 million, respectively. Moreover, during the year ended 31 December 2015, the Group and the Company purchased goods from related companies in the normal course of business totaling Baht 15,175 million and Baht 7,682 million, respectively, which represented 34 percent of the Group’s total purchases and which represented 40 percent of the Company’s total purchases for those periods, respectively.
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