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The interim financial statements were approved and authorised for issue by the Board of Directors on November 13, 2014.
1
General information and going concern

1.1
General information

G J Steel Public Company Limited (the “Company”), is incorporated in Thailand and has its registered office as follows:

Head office   :
88 Paso Tower, 24th Floor, Silom Road, Suriyawong, Bangrak, Bangkok.

Factory          :
358 Moo 6, Hemaraj Industrial Estate (Bowin) Highway 331, Tambol Bowin, Amphur Sriracha, Chonburi. 

The Company was listed on the Stock Exchange of Thailand (the “SET”) on 2 July 1996.

As at 30 September 2014, the Company’s major shareholders were G Steel Public Company Limited         (“G Steel”) (20.79% shareholding), Superior Overseas (Thailand) Co., Ltd. (3.90% shareholding) and GS Securities Holdings Co., Ltd. (“GS Securities”) (6.15% shareholding). Those companies were incorporated in Thailand. And GS Securities are 99.99% owned by G Steel.

The principal business of the Company is the manufacturing of various flat-rolled steel products.

Details of the Company’s subsidiary as at 30 September 2014 and 31 December 2013 were as follows:

	
	
	Country of
	Ownership interest

	Name of the entity
	Type of business
	incorporation
	(%)

	
	
	
	30
	31

	
	
	
	September
	December

	
	
	
	2014
	2013

	Direct subsidiary
	
	
	
	

	GJS Notes Holding Company Limited
	Special-purpose
	Thailand
	99.99
	99.99

	  (“GJS Notes”) (registered incorporation
	restructuring entity
	
	
	

	       on 25 January 2013)
	
	
	
	


The Company and its subsidiary are hereafter referred to as the “Group”.

1.2
Going concern
As of 30 September 2014 and 31 December 2013 part of financial position of the Company are as follows;

	
	
	Million (Baht)

	
	
	
	
	
	
	As of

	Risk effected to
	
	
	
	
	
	30 September
	
	31 December

	the going concern
	
	2014
	
	2013
	
	2014
	
	2013

	(1) Profit (Loss) for the 1st quarter 
	
	(198)
	
	(484)
	
	
	
	

	(2) Profit (Loss) for the 2nd quarter 
	
	(42)
	
	(881)
	
	
	
	

	(3) Profit (Loss) for the 3rd quarter 
	
	85
	
	  108
	
	
	
	

	(4) Deficit
	
	
	
	
	
	 19,811
	
	 19,656

	(5) Current liabilities exceed            current assets
	
	
	
	
	
	   3,964
	
	   2,103


These were affected by various factors including the fluctuation of global economics, the default payment on the debt restructuring plan, the dumping of goods from foreign steel manufacturers, and the suspension of production. These factors may cause the significant doubt on going concern of the Company. However, the Management believes that the preparation of the financial statements on going concern basis is justified.

This is due to the fact that the Company has plans to improve its operations to bring back to normal situation and be to able to generate profits and wipe out the accumulated deficit as followings;

a) Negotiation with default creditors 

The Company had reached agreement with various major default creditors, resulted in the liabilities as of 31 December 2013 of the Company decreased from 31 December 2012 amounting to Baht 3,724 million. And since January 1, 2014 to present, the Company has been in process of negotiation with the creditors regarding the debt repayment (principal and interest) request.

b) The production

In year 2012, the Company has temporarily suspended its production. The Company has taken this opportunity to conduct the annual maintenance of machinery and equipment. And the Company has resumed its production on 20 March 2013 and gradually increased its capacity to the full off-peak capacity which is the low electric usage period, until present. Its present production capacity is at 89% of the full off-peak capacity. 

c) Source of funding

The Company has started implementing various funding plans to support the operations. This includes

1. Engaged the plan administrator to manage the turnaround plan until successfully completed the first phase of turnaround plan
2. Successfully enhanced the Company’s liquidity through the right issue
3. Increasing of the cash flow through sale by manufacturing and selling the hot rolled coil

4. Reach an agreement with the customers in support of the increased credit line

5. Negotiating the credit line with the financial institutions 

6. Accelerating the debt collection from its debtor

7. Selling through the method of advance payment

d) The Governmental support

The Company has cooperated with the domestic manufacturers and steel traders to provide information to the government authority regarding the dumping of steel products from foreign countries as well as the information on the significant increase of steel import which has great impact on Thai economy. Finally, the government authority, the Department of Foreign Trade, Ministry of Commerce, has imposed the trade measures as followings.

1. Safeguard measures to curb the surge of import of alloy hot rolled coil and hot rolled sheet implemented on 15 September 2013

2. Provisional safeguard to curb the surge of import of non-alloy hot rolled coil and hot rolled sheet implemented on 7 June 2014

3. Anti-dumping measures implemented hot rolled steel and hot rolled coil originated from 14 countries by imposing countervailing duties implemented 23 May 2014

The measures above have brought back the situation to normalcy. Together with the Information from the Steel and Iron Institute has disclosed as followings;

· The information and domestic demand of hot rolled coil of the year 2013 was at 6.36 million tons or 530,000 tons per month.

· The information of imported hot rolled coil during January to June 2013 was at 2.16 million tons while the year 2014 is at 1.52 million tons or decrease of 110,000 tons per month.

e) Cooperation with trading partners

The Company had reached agreement with many long and good relation customers. After agree on debt restructuring, many major customers commit to purchase products from the Company. This enables the Company to effectively manage the production on a regular basis.
The financial statements of the Company has been prepared on going concern basis with the presumption that the operation plans as mentioned above will be successfully implemented.

1.3
The Company’s debt restructuring
Major Trade Creditors Restructuring 

Previously, the Company has three Major Trade Creditors with aggregated claims of USD 72 million (Baht 2,351 million) as at 30 September 2014 (31 December 2013: USD 71 million (Baht 2,344 million)).
The Company has defaulted on certain negotiated repayment schedules of Major Trade Creditors. As a consequence of default, the outstanding balances are payable on demand and accrue interest at a rate of 7.5% annually from the date of default and re-negotiation of compromise agreements have occurred and are in progress providing improved repayment terms over extended time periods.

On 11 June 2013, the Company re-entered into a compromise agreement with one of three Major Trade Creditors amounting to USD 44.51 million (included accrued interest expenses). Under the terms of the compromise agreement, the creditor agreed to extend the debts repayment schedule amounting to USD 32.02 million in accordance with the following repayment schedule;

· USD 3.20 million payable in equally quarterly installment starting from 31 March 2014

· USD 6.40 million payable in equally quarterly installment starting from 31 March 2015

· USD 6.40 million payable in equally quarterly installment starting from 31 March 2016

· USD 8.01 million payable in equally quarterly installment starting from 31 March 2017

· USD 8.01 million payable in equally quarterly installment starting from 31 March 2018

Accordingly as at 31 December 2013, the Company reclassified outstanding balance of trade accounts payable of Baht 950 million to present as non-current liabilities. 

Moreover, G Steel’s lead shareholder agreed to provide a personal guarantee to this Major Trade Creditor in the maximum amount of USD 5 million to guarantee the obligations of the Company under the compromise agreement. 


This compromise agreement has a condition that in case of events of default, an amount of USD 
12.49 million which the creditor forgave under terms of the compromise agreement, will be reversed and become immediately due and payable.
Since 31 March 2014 to present, the Company has defaulted the payment on the repayment schedule agreed upon with the above trade creditors. As a consequence of the default, the Company has the obligation to pay interest on overdue debts at the rate of 5% per annum from the date of default. The Company is currently in re-negotiations to extend the repayment schedule.

Accordingly, the Company has classified outstanding balance of such payables to present as current liability since 31 March 2014.

Other Creditors Restructuring

The movement of other creditors restructuring for the nine-month period ended 30 September 2014 was as follow;

	
	
	Consolidated and Separate financial statements

	
	
	(in million Baht)

	At 31 December 2013 (Audited)
	
	144

	Additional repayment schedules
	
	1

	Deduct  Repayment during the period
	
	(58)

	  
    Exchange with debenture
	
	-

	         
    Transfer to provision for deferred 
	
	

	        
           difference from debt restructuring
	
	-

	Effect of exchange rate
	
	1

	At 30 September 2014 (Unaudited But Reviewed)
	
	88

	
	
	


Under the terms of compromise agreements with two Other Creditors, interest accrues during the repayment period at 2.00% per annum and is repaid on the last business day of June and December each year.

For two Other Creditors, the compromise agreements have a condition that in case of events of default, an amount of USD 1.03 million and Baht 5 million which the creditors forgave under terms of the respective compromise agreements, will be reversed and become immediately due and payable.

As described above on 31 December 2013, restructuring of the debt owed to one of the Major Trade Creditors and two Other Creditors  has not yet become irrevocable, and therefore  the Company has not recognise Baht 451 million as gain from debt restructuring. However, the future potential gain was recognised as provision for deferred difference from debt restructuring.  And since 31 March 2014  to present, the Company has defaulted the payment on the restructuring of the debt owned to such Major Trade Creditor. Therefore, the Company has transfer provision for deferred from debt restructuring of Baht 407 million to trade account payable. (See note 21).
The summary of transactions to transfer from debt obligation before creditor restructuring to provision for deferred difference from debt restructuring during the year 2013 are shown as follows;

	
	
	Consolidated and Separate financial statements

	
	Note
	(Audited)

	
	
	(in million Baht)

	Carrying value of the debts obligation before 
	
	

	     creditors restructuring
	
	

	· Trade accounts payable
	
	

	· Major Trade Creditor
	
	1,096

	· Other creditors
	
	157

	· Accrued interest expenses
	
	

	· Major trade creditor
	
	371

	
	
	1,624

	
	
	

	Less Payment during the year
	
	(53)

	Less Future cash payment
	
	

	· Trade accounts payable
	
	

	· Current
	
	(170)

	· Non-current
	17
	(950)

	
	
	(1,120)

	Transfer to provision for deferred difference from 
	
	

	    debt restructuring
	21
	451


1.4
Change of directors and turnaround plan

On 17 and 21 January 2013, the Company announced the appointment of six directors to the Company’s board of directors to replace the directors who resigned. The directors who were appointed are as shown below;

1. General Lertrat Ratanavanich

2. Mr. Ivo Naumann

3. Mr. William Anthony Gloyne

4. Mr. Flemming Jensen

5. Mr. Paniti Junhasavasdikul

6. Mrs. Churairat Panyarachun

During October - November 2012 G Steel and the Company engaged AlixPartners, an operational turnaround consulting firm, to conduct a detailed review of the business and to provide a turnaround plan. The turnaround plan implementation formally began on 11 February 2013 following the fund raising (Rights Offering) of January 2013. In parallel with the AlixPartners team G Steel and the Company has appointed new external persons as Directors in the positions of Chief Financial Officer, Commercial (Procurement & Sales) Director and Legal Counsel.

AlixPartners successfully completed the first phase of the turnaround plan including the recommencement of production at the Company’s plant together with implementing efficiencies in operating procedures, information systems, corporate and organizational management which have been adopted and continue to be enhanced by the Company, by the end of the second quarter of 2013. Subsequently, a permanent Chief Executive Officer was identified through an international search process, and engaged from 1 July 2013, to continue the turnaround project from the AlixPartners team. This appointment, along with the re-assignment of several other key management positions, now provides a permanent managerial basis for achieving longer-term growth and the profitability objectives of the Company.

As a consequence of this transition, on 1 July 2013, the Company announced the appointment of      Mr. Michael R Loefler as Chief Executive Officer in replacement of Mr. Eric E Thompson from his former post as Chief Executive Officer (interim CEO) after completion of his tenure under the first phase of the turnaround plan, and Mr. Paul Smith as director to the Company’s board of directors to replace Mr. Ivo Naumann from Alix Partners.

The Company resumed operation of its plant since 20 March 2013, and started to produce during off-peak period (which has lower demand for electricity and hence lower tariff rate) until the operation level was running at full capacity utilization for off-peak period from July 2013 onwards. Contingent on acceptable market conditions, the Company plans to produce at 24 hours a day in order to improve the production efficiency and benefit  from economies of scale from reduction in production cost per unit. Acceptable market conditions to ramp-up production capacity to 24 hours a day are being closely monitored. To expand its production level, the Company is well supported by working capital credit lines in the form of Collateral Management Agreements (“CMA”) from various raw material trade suppliers, both local and foreign. Such CMA working capital lines have been utilised by the Company for many years and enable it to finance the import and use of scrap and pig iron, which are the main raw material in its production. 
The Company expects the domestic market price for hot-rolled coil product to increase in the near future due to the international trade measures imposed by the Thai government for protection of the domestic industry by means of safeguards and antidumping tariff measures on imported hot-rolled steel flat products, The measures has been imposed after the government had investigated the issue and found that the domestic hot-rolled steel industry has actually been affected. These measures will benefit and promote the better steel business in the future.
The Company has made significant progress in its debt restructuring programs. Total liabilities have been reduced considerably from the financial statements as at 31 December 2012. As at 31 December 2012 Company’s debt to equity ratio (“Debt to Equity Ratio”) was equal to 1.03 times, while as at      31 December 2013 and 30 September 2014 the Company’s Debt to Equity Ratio decreased to 0.49 times and 0.48 times respectively. The management is confident that it can continue to reduce its liabilities through continued negotiation with further major trade creditors in order to reduce the debt levels as much as possible, while at the same time improve the operational liquidity of the Company to be used for working capital in its production processes.
On 17 February 2014 the Board of Directors’ Meeting no.1/2014 had announced of receiving the addition working capital facilities for the purchase of raw material in the amount Baht 7,450 million, resulting the working capital to be totalling of Baht 10,375 million.

1.5
Lead Shareholder guarantee

On 17 May 2010, the Company’s Board of Directors approved the execution of an agreement negotiated between G Steel’s new management and G Steel’s lead shareholder (the “Lead Shareholder”) covering the following salient points:

-
From time to time and in the ordinary course of business operations, the Company sold goods to certain customers. As a result of the financial crisis and the unprecedented volatility in commodity prices which occurred in late 2008, the customers had not yet paid the Company for such goods.

-
The receivables from these customers have been outstanding and overdue and, as such, the Company has made allowance in full for the unpaid receivables. As at 30 September 2014, the gross receivables due to the Company amounted to Baht 417 million (31 December 2013: Baht 
417 million). The Company is entitled to receive payment in full from the customers for these receivables and intends to vigorously pursue all legal remedies and rights available under the laws of the Kingdom of Thailand. 

-
In order to enhance the Company’s equity value as it embarked on a recapitalization program, the Lead Shareholder entered into an agreement with the Company and G Steel which provided for a three-year irrevocable guarantee in favour of the Company and G Steel covering full recovery of the aforementioned receivables. This guarantee expired on 17 May 2013. On 14 May 2013, the Company’s Board of Directors approved to extend the personal guarantee provided by the Lead Shareholder until 17 May 2015 on the same terms and conditions.
-
Additionally, in order to facilitate a recapitalization of the Company and ramp-up in production, the Lead Shareholder has agreed to allow professional management to operate the Company and to not be involved with the day-to-day operations of the Company or G Steel for a period of five years, ending on 17 May 2015. 
On 11 August 2010, the Lead Shareholder agreed to cause another shareholder of G Steel (“Shareholder 2”) to deposit 760 million shares in G Steel as collateral with a custodian designated by the Company as approved by the Board of Directors. These shares were deposited with the custodian on 10 September 2010. The Company has decided not to recognise any asset in its financial statements in respect of this guarantee and pledge. Upon the earlier of the repayment by those accounts receivable or the execution of the guarantee or pledge, the Company will reverse the allowances held in respect of these certain doubtful debts in full or in part. 

2

Basis of preparation of the interim financial statements 

(a)
Statement of compliance

The interim financial statements are prepared on a condensed basis in accordance with Thai Accounting Standard (TAS) No. 34 (revised 2012) Interim Financial Reporting; guidelines promulgated by the Federation of Accounting Professions (FAP);  and applicable rules and regulations of the Thai Securities and Exchange Commission.

The interim financial statements are prepared to provide an update on the financial statements from the year ended 31 December 2013. They do not include all of the financial information required for full annual financial statements but focus on new activities, events and circumstances to avoid repetition of information previously reported. Accordingly, these interim financial statements should be read in conjunction with the financial statements of the Company for the year ended 31 December 2013.

The accounting policies and the calculation basis used in this interim financial statements are consistent with those applied in the financial statements for the year ended 31 December 2013, except in the cases that the Group Company have adopted the new and revised TFRS which are effective for financial statement year beginning on or after 1 January 2014 as disclosed in Note 3 (a). However, the adoption of the said financial reporting standards does not have material effect on the Group’s financial position.
An English language version of the interim financial statements has been prepared from the statutory interim financial statements that were issued in Thai language. In case of conflict of difference in understanding, the interim financial statements in Thai language shall prevail.
(b)
Functional and presentation currency
The interim financial statements are presented in Thai Baht, which is the Group’s functional currency. All financial information presented in Thai Baht has been rounded to the nearest million unless otherwise stated. 

(c)
Use of estimates and judgments
The preparation of interim financial statements in conformity with TFRS requires management to make judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.
In preparing these interim financial statements, the significant judgements made by management in applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to the financial statements for the year ended 31 December 2013. 

3
Adoption of new financial reporting standards
(a)
Financial reporting standards which are effective for the current period
During the period, the Company and its subsidiaries adopted a number of revised and new accounting standards, issued by the Federation of Accounting Professions, which are effective for financial statement year beginning on or after January 1, 2014 and relevant to the Group business as follows :

	Accounting Standard

	
TAS
1
       Presentation of Financial Statements (revised 2012)

	
TAS
7
       Statement of Cash Flows (revised 2012)

	TAS
12  
  Income Taxes (revised 2012)

	TAS
17 
  Leases (revised 2012)

	TAS
18 
  Revenue (revised 2012)

	TAS
19 
  Employee Benefits (revised 2012)

	TAS
21
       The Effects of Changes in Foreign Exchange Rate (revised 2012)

	TAS
24       Related Party Disclosures (revised 2012)

	TAS
34 
  Interim Financial Reporting (revised 2012)

	TAS
36 
  Impairment of Assets (revised 2012)

	TAS
38 
  Intangible Assets (revised 2012)

	

	Financial Reporting Standard

	TFRS
8
  Operating Segments  (revised 2012)

	

	Financial Reporting Standard Interpretation

	      TFRIC 10    Interim Financial Reporting and Impairment


Adoption of the above financial reporting standards in the current period does not have material effect on the financial statements.

(b)    
Financial reporting standards which are not effective for the current period
The Federation of Accounting Professions has issued TFRS 4 Insurance Contracts (revised 2012) to be effective for financial statements period beginning on or after January 1, 2016, which the management of the Company and its subsidiaries have assessed that the said financial reporting standard has no impact on the financial statement due to it is not relevant to the Group’s business.
4
Related parties
For the purposes of these financial statements, parties are considered to be related to the Group if the Group has the ability, directly or indirectly, to control or joint control the party or exercise significant influence over the party in making financial and operating decisions, or vice versa, or where the Group and the party are subject to common control or common significant influence. Related parties may be individuals or other entities.  
Relationships with related parties were as follows:
	
	Country of
	
	

	
	incorporation/
	
	Nature of

	Name of entities
	Nationality
	Type of business
	Relationships

	
	
	
	

	G Steel 
	Thailand
	Manufacture and sale of steel
	Parent company 

	OAC
	Thailand
	Business consulting services
	Subsidiary of G Steel 

	GJS Note 
	Thailand
	Special-purpose
	Subsidiary of the 

	  (registered incorporation
	
	restructuring entity
	Company

	      on 25 January 2013)
	
	
	

	SPH
	Thailand
	Holding company
	Subsidiary of G Steel 

	GS Securities
	Thailand
	Special-purpose
	Subsidiary of G Steel

	
	
	restructuring entity
	

	SSP Place Co., Ltd.
	Thailand
	Office rental
	Common director

	Mill Con Steel PCL.

  (formerly Mill Con Steel   

       Industries PCL.)
	Thailand
	Manufacture and sale of steel bars
	Director related to major shareholder of G Steel

	Asia Metal PCL.
	Thailand
	Manufacture and sale of steel
	Common director

	Millcon Burapa Co., Ltd. 


	Thailand
	Manufacture and sale of steel bars
	Director related to major shareholder of G Steel

	Million Miles Co., Ltd.
	Thailand
	Transportation
	Director related to major shareholder of G Steel

	Ocean Profit Co., Ltd.
	Thailand
	Manufacture and sale of steel
	Director related to major shareholder of G Steel

	Arnoma Hotel Bangkok 

   Co., Ltd.
	Thailand
	Hotel, food and beverage
	Common executive


	Thailand Iron Works

   PCL.
	Thailand
	Manufacture and sale of galvanised steel 
	Common director

	Great Siam Steel Works

   Co., Ltd. 
	Thailand
	Sale of rolled steel
	Common director

	Intelligent System 

   Network Co., Ltd.
	Thailand
	Sale of computer hardware, software and system installation
	Common director

	Felix River Kwai Resort 

   (Kanchanaburi) Co., Ltd.
	Thailand
	Hotel, food and beverage
	Common director

	Mahachai Steel Center 
   Co., Ltd.
	Thailand
	Sale of steel
	Shareholder of G Steel 

	Mahachai Steel Inter Co., 
   Ltd.
	Thailand 
	Sale of steel 
	Related party of the shareholder of G Steel 

	Metal Inter Co., Ltd.
	Thailand 
	Sale of steel
	Related party of the shareholder of G Steel 

	Kim Huad Steel Co., Ltd.
	Thailand 
	Sale of Steel
	Related party of the shareholder of G Steel 

	M & L Steel Co., Ltd.
	Thailand 
	Sale of Steel
	Related party of the shareholder of G Steel 

	M Steel Co., Ltd.
	Thailand 
	Sale of Steel


	Related party of the shareholder of G Steel 

	AlixPartners 


	USA
	Consulting
	Common director since  16 January 2013 until 
28 June 2013

	Renaissance Advisory 
Limited (“RA”)
	Hong Kong
	Financial Advisory
	Common director since  1 February 2013 

	Key management 

   personnel
	Thailand
	-
	Persons having authority and responsibility for planning directing and controlling the activities of the entity, directly or indirectly, including any director (whether executive or otherwise) of the Company


The pricing policies for particular types of transactions are explained further below:

	Transactions
	Pricing policies

	Sale of raw materials 
	Cost plus margin

	Sale of finished goods
	Agreed prices with reference to market prices

	Purchase of raw materials
	Cost plus margin

	Purchase of finished goods
	Agreed prices with reference to market prices

	Operating service expense
	Contractual prices base on contract rate and actual hours

	Rental and service expenses
	Contractual prices

	Financial advisory services
	Contractual prices

	Financial cost
	Contractual rate


Significant transactions for the three-month periods and nine-month periods ended 30 September 2014 and 2013 with related parties were as follows:
	
	
	Consolidated and Separate financial statements

	Three-month period ended 30 September
	
	2014
	
	2013

	
	
	(in million Baht)

	Parent (G Steel)
	
	
	
	

	Sales of raw materials and finished goods
	
	129
	
	-

	Purchases of raw materials and finished goods
	
	-
	
	98

	Service Fee
	
	-
	
	-

	
	
	
	
	


	Other related parties
	
	
	
	

	Sales of raw materials and finished goods
	
	38
	
	51

	Purchases of raw materials and finished goods
	
	1,596
	
	-

	Rental and service expenses
	
	1
	
	1

	Financial advisory services
	
	13
	
	10

	Financial cost
	
	14
	
	8

	
	
	
	
	

	Key management personnel
	
	
	
	

	Key management personnel compensation
	
	
	
	

	   Salary and bonus
	
	12
	
	12

	   Meeting allowance and other benefits
	
	1
	
	1

	   Total key management personnel compensation
	
	13
	
	13

	
	
	
	
	


	
	
	Consolidated and Separate financial statements

	Nine-month period ended 30 September
	
	2014
	
	2013

	
	
	(in million Baht)

	Parent (G Steel)
	
	
	
	

	Sales of raw materials and finished goods
	
	183
	
	-

	Purchases of raw materials and finished goods
	
	161
	
	98

	Service Fee
	
	6
	
	-

	
	
	
	
	


	Other related parties
	
	
	
	

	Sales of raw materials and finished goods
	
	378
	
	278

	Purchases of raw materials and finished goods
	
	3,408
	
	-

	Rental and service expenses
	
	4
	
	4

	Financial advisory services
	
	30
	
	54

	Financial cost
	
	31
	
	6

	
	
	
	
	

	Key management personnel
	
	
	
	

	Key management personnel compensation
	
	
	
	

	   Salary and bonus
	
	35
	
	35

	   Meeting allowance and other benefits
	
	4
	
	5

	   Total key management personnel compensation
	
	39
	
	40

	
	
	
	
	


Balances as at 30 September 2014 and 31 December 2013 with related parties were as follows:
	
	
	Consolidated and Separate financial statements

	
	
	30 September 
	
	31 December

	
	
	2014
	
	2013

	
	
	(Unaudited
	
	(Audited)

	
	Note
	But Reviewed)
	
	

	
	
	(in million Baht)

	Other current assets
	
	
	
	

	Other receivable
	8
	
	
	

	Other related party
	
	
	
	

	RA
	
	4
	
	13

	Total
	
	4
	
	13

	
	
	
	
	

	Advance to suppliers
	8
	
	
	

	Other related parties
	
	
	
	

	Mahachai Steel Center Co., Ltd.
	
	126
	
	40

	Metal Inter Co., Ltd.
	
	35
	
	36

	Total
	
	161
	
	76

	
	
	
	
	

	Trade accounts payable
	17
	
	
	

	Other related party
	
	
	
	

	Mahachai Steel Center Co., Ltd.
	
	79
	
	-

	Metal Inter  Co., Ltd.
	
	62
	
	27

	Total
	
	141
	
	27

	
	
	
	
	

	Other payable and accrued expenses
	18
	
	
	

	Parent
	
	
	
	

	G Steel
	
	-
	
	1

	Other related parties
	
	
	
	

	RA
	
	3
	
	-

	OAC
	
	43
	
	33

	SSP Place Co., Ltd.  and others
	
	7
	
	5

	Arnoma Hotel Bangkok Co., Ltd.
	
	3
	
	2

	
	
	56
	
	40

	Total
	
	56
	
	41

	
	
	
	
	

	Advances from customers
	
	
	
	

	Other related parties
	
	
	
	

	Kim Huad Steel Co., Ltd.
	
	-
	
	3

	Mahachai Steel Inter Co.,Ltd.
	
	-
	
	1

	Total
	
	-
	
	4


	Accrued interest expenses
	
	
	
	

	Other related party
	
	
	
	

	GS Securities
	
	21
	
	19


	Debentures
	16
	
	
	

	Other related party
	
	
	
	

	GS Securities
	
	680
	
	916

	Less current portion
	
	(680)
	
	-

	Net
	
	-
	
	916


Significant agreement with related parties

4(a)
On 14 November 2012, the Company entered into various compromise agreements with G Steel OAC and GS Securities to convert the outstanding debts of the Company for an amount of Baht 2,052 million to the Company’s ordinary shares of 25,643 million shares at an exchange price of Baht 0.08 per share as details below;

	
	(in million Baht)

	G Steel
	

	Trade accounts payable
	128

	Payable to related party from offsetting of 
	

	   machinery purchase (see Note 4(c))
	946

	Part of accrued interest expenses (see Note 4(c)
	99

	Advances from customers (see Note 4(d))
	28

	
	1,201

	OAC
	

	Part of other payables and accrued expenses (see Note 4(b))
	330

	
	

	GS Securities
	

	Current portion of long-term loan from a related party (see Note 4(e))
	521

	Total
	2,052



On 13 February 2013, a total of 28,503 million ordinary shares were allocated to G Steel and its subsidiaries under a private placement at an offering price of Baht 0.08 per share, of which
25,643 million shares were subscribed and paid up by conversion of outstanding debts with the Company for an amount of Baht 2,052 million with a total of 1,898 million ordinary shares and  in cash for an amount of Baht 152 million. The remainder of unsold shares for this lot is 962 million shares in the Company.

4(b) 
In September 2011, the operation service agreement was due without continuing the agreement. The Company has USD 12.21 million (Baht 376 million) in arrears (“Overdue Service Balances”) under the terms of the agreement with OAC as at 31 December 2012 while OAC has not assessed any interest or fees for the Company’s failure to pay amounts under the agreement when due.

Refer to Note 4(a), on 14 November 2012, the Company entered into a compromise agreement with OAC to convert Overdue Service Balances amounting to Baht 340 million (Baht 330 million after deduction of withholding taxes) to the Company’s ordinary shares which were settled on 13 February 2013. As a result, the Company had total Overdue Service Balances of USD 1.20 million (Baht 37 million). As at 31 December 2013, there is no outstanding balance of OAC due to offsetting transaction with the Company, refer to Note 4(h).

4(c) 
On 11 August 2010, the Board of Directors passed a resolution concerning the terms of payment of G Steel’s subrogation right from Counterparty A. The repayment period was 3 years from 16 August 2010 to 15 August 2013. Interest is payable on the outstanding amount at MLR+1% with a grace period of 90 days. Payments made by the Company shall be deducted first from outstanding interest payable with any remaining balance deducted from outstanding principal. The amounts owed by the Company to G Steel under this paragraph 5(c) (the “G Steel Debt”) as at 31 December 2012 were Baht 946 million. Refer to Note 4(a), on 14 November 2012, the Company entered into a compromise agreement with G Steel to convert this balances and included part of accrued interest expenses for G Steel Debt of Baht 99 million to the Company’s ordinary shares which was settled on 13 February 2013.
4(d)
In year 2011, the Company entered into a memorandum of understanding to offset an advance received from a customer amounting to Baht 28 million with an amount payable to the same customer by G Steel. Refer to Note 4(a), on 14 November 2012, the Company entered into a compromise agreement with G Steel to convert this advance received from a customer to the Company’s ordinary shares which was settled on 13 February 2013.
4(e)
On 5 November 2012, the Company borrowed from GS Securities amounting to Baht 521 million to convert debentures to loan from a related party which bear interest at 3% per annum and due in 2014. Refer to Note 4(a), on 14 November 2012, the Company entered into a compromise agreement with GS Securities to convert this loan to the Company’s ordinary shares which was settled on 13 February 2013.

4(f) 
In addition, the Company entered into an agreement on 16 January 2013 with AlixPartners, which was scheduled to operate through 31 January 2014. Under the 16 January 2013 agreement, AlixPartners agreed to conduct an international search to assist the Company with identifying potential candidates to fill interim management and other key positions and to provide offshore consulting services to the Company in connection with the organisation change required by the turnaround plan. AlixPartners was remunerated on monthly basis in the total amount of USD 1.3 million. On 1 July 2013, the Company’s Board of Directors approved the release of AlixPartners from its agreement with the Company effective on 5 July 2013, following fulfilment of terms of the AlixPartners agreement at its first review date. In parallel to this action, a permanent chief executive officer was identified through an international search process, and engaged from 1 July 2013, to transition the turnaround project from the AlixPartners team, and along with the re-assignment of several other key management positions, provides a permanent managerial basis for completing implementation of the turnaround plan, and achieving long-term growth and profitability objectives of the Company.
4(g)
In addition, the Company entered into an agreement on 1 February 2013 with RA. Under the 1 February 2013 agreement, RA agreed to provide executive personnel to be appointed to the Board  of directors  and be engaged for consultant services. RA is remunerated on a monthly basis at Baht 1.2 million per month (subject to amendment with further financial and legal consulting experts added to RA) and in the form of 216 million shares of the Company (equivalent to Baht 24 million at the converted price of Baht 0.11 per share). The agreement is effective from 1 February 2013 for a period of 2 years and is automatically extended for 1 year unless either party terminates by notifying the other party 30 days in advance. The outstanding balance of prepaid expense for consulting fee with RA as at 30 September 2014 and 31 December 2013 is Baht 4 million and  Baht 13 million respectively.

4(h)
In year 2013, the Company entered into offsetting transactions to offset the Company’s outstanding receivables with G Steel and OAC of Baht 13 million and Baht 17 million respectively with outstanding payable with G Steel and OAC of Baht 21 million and Baht 37 million respectively and paid in cash of Baht 28 million.
4(i) 
In year 2013, the Company entered into an agreement with OAC in which OAC accepts liabilities arising from the compromise agreement with Master Steel Company Limited amounting to Baht 17.91 million in exchange for the transfer of 35.82 million shares of G Steel held by OAC at the agreed price of Baht 0.50 per share to Master Steel Company Limited.


In addition, the Company settled a labour case with a former employee at the Central Labour Court. Under the agreement, the Company agreed to transfer 33 million of G Steel’s shares held by OAC to the employee at an agreed price of Baht 0.45 per share amounting to Baht 14.85 million and OAC agreed to guarantee the share price at Baht 0.45 per share for 90 days from the date that the employee received the shares (“guarantee period”).


Therefore, the Company entered into an agreement with OAC to accept the liabilities arising from the compromised debts in amounting of Baht 32.76 million. The debt shall be due on 30 June 2014. At present, it is in the process of requesting to extend the due date.


On 13 January 2014, OAC deposited 102.3 million shares of G Steel with Deposit Office, Legal Execution Department as a guarantor under the compromise agreement to transfer additional 102.3 million shares of G Steel at Baht 0.10 per share (the market price at the end of guarantee period) to the employee.


Later on 13 January 2014, the Company entered into an agreement with OAC to accept additional liabilities of Baht 10.23 million. This obligation will be due within 30 June 2014. At present, it is in the process of requesting to extend the due date.
Significant matter with related parties.

On 7 May 2014, OAC enters into a Transfer of assets for debt repayment contract with Shareholder of G Steel agreeing to partially pay debts by transferring ownership of the Company’s shares of 4,125 million shares and the Company’s warrants of 687 million units which were owned by OAC. And in September 2014, G Steel had transferred ownership of the Company’s shares of 1,500 million shares to other company, resulting G Steel held 20.79% shareholding in the Company. 

After the above transfers, as at 30 September 2014 the percentage of shareholding in the Company of G Steel and GS Securities is 26.94%.
5 Balances with former related parties

Balances as at 30 September 2014 and 31 December 2013 with former related parties were as follows:
	
	
	Consolidated and Separate financial statements

	
	Note
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Long-term loans to (interest rate per annum)
	
	
	
	

	Sathorn North Pattana Co., Ltd. (16.0%)
	
	1
	
	1

	Less allowance for doubtful accounts
	
	(1)
	)
	(1)

	Net
	
	-
	-
	-


Long-term loans to and accrued interest receivables
Long-term loans to and accrued interest receivables represent long-term loans to former related parties for working capital in the form of promissory notes which bear interest at 16% per annum and are unsecured. The Company has made full allowance for doubtful accounts for these long-term loans and accrued interest receivable. Since 1999, the Company has ceased the recognition of interest income on these long-term loans.
Offsetting transaction with NTS

On 17 September 2013, the Company entered into a compromise agreement with NTS to set-off between the two companies and NTS agreed to pay Baht 16 million to the Company and any outstanding debt, interest or any other benefits between two Companies was terminated. The said amount was received by the Company on 25 September 2013.

These companies ceased to be related parties of the Company from 30 September 2006.

6 Trade accounts receivable
	
	
	Consolidated and Separate financial statements

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Other parties 
	
	616
	
	627

	Less  allowance for doubtful accounts
	
	(417)
	
	(417)

	Net
	
	199
	
	210


Aging analyses for trade accounts receivable were as follows:
	
	Consolidated and Separate financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Other parties
	
	
	

	Not overdue
	2
	
	-

	Overdue : 
	
	
	

	Less than 3 months
	17
	
	22

	Over 3-6 months
	-
	
	-

	Over 6-12 months
	7

590
	
	-

605

	Over 12  months
	
	
	

	
	616
	
	627

	Less allowance for doubtful accounts
	(417)
	
	(417)

	Net
	199
	
	210


The normal credit terms granted by the Company are cash and not over 4 working days for domestic sales, and letter of credit at sight for export sales. 
In year 2013, a related party subrogated the amounts owed with a creditor of Baht 171 million in exchange with its receivables in the same amount owed by the Company.

During the nine-month period ended 30 September 2014, the Company had offset trade accounts receivable amounting to Baht 69 million with trade accounts payable and accrued interest and short-term loan from other party.

On February 27, 2014, the Company entered into an instalment agreement payment with a customer for the debt of Baht 10.28 million. The repayment of principal shall not be less than Baht 500,000 per month beginning the first instalments in March 2014.  The interest shall be 7.5 % per annum from the day of default and shall be paid together with the final principal payment. Until the reporting date, the customer has made consistently payments.

The gross and net balances due from the Non-Performing Domestic Customers as at 30 September 2014 and 31 December 2013 are shown in the table below:

	
	Consolidated and Separate financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Account receivables
	
	
	

	- Customer 1
	352
	
	352

	- Customer 2
	65
	
	65

	
	417
	
	417

	Less allowance for doubtful accounts
	(417)
	
	(417)

	Net
	-
	
	-


The Company had no sales transactions for the nine-month period ended 30 September 2014 and 2013 with the Non-Performing Domestic Customers.
In July 2013, the Company filed complaints against the Non-performing domestic customers with Civil Court for breach of sale and purchase agreements. On 21 October 2013 the Civil Court ordered the Customer 1 pay debts to the Company for the total of Baht 423 million (principal Baht 352 million with interest at the rate of 7.5% per annum from the date of filing until the payment date). The enforcement in according to the verdict is currently in process. On 3 March 2014, the Company had made the compromise agreement with Customer 2 to pay for the amount of Baht 78 million (principal amount of Baht 65 million and interest of Baht 13 million) by installments starting on 25 March 2014 to 25 August 2016. However, the Customer has defaulted the payments and currently the enforcement is in process.
The currency denomination of trade accounts receivable, gross amount as at 30 September 2014 and 31 December 2013 was as follows:

	
	Consolidated and Separate financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Thai Baht (THB)
	616
	
	612

	United States Dollars (USD)
	-
	
	15

	Total
	616
	
	627


7 Inventories

	
	Consolidated and Separate 
financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Finished goods
	651
	
	465

	Raw materials
	187
	
	140

	Spare parts and supplies
	335
	
	339

	Goods in transit
	26
	
	43

	Total
	1,199
	
	987

	Less allowance for devaluation of inventories
	(33)
	
	(94)

	Net
	1,166
	
	893

	
	
	
	

	Carrying value of inventories pledged to secure liabilities
	394
	
	249

	
	
	
	

	
	Consolidated and Separate
 financial statements

	Nine-month period ended 30 September 
	2014
	
	2013

	
	(in million Baht)

	Inventories recognised as cost of sales of goods 

and expense (income) :
	
	
	

	Cost of sales of goods
	11,045
	
	7,036

	Loss on write-off inventories
	-
	
	75

	(Reversal of) loss on devaluation of inventories
	(61)
	
	(38)

	Net 
	10,984
	
	7,073


8 Other current assets
	Consolidated and Separate 
financial statements

	
	Note
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Prepaid value added tax
	
	107
	
	77

	Suspense input tax
	
	16
	
	22

	Prepaid expense to other parties
	
	55
	
	26

	
	
	178
	
	125

	
	
	
	
	

	Advance to suppliers
	
	
	
	

	Related parties
	4
	161
	
	76

	Other parties
	
	158
	
	266

	
	
	319
	
	342

	Less allowance for doubtful account
	
	(97)
	
	(97)

	
	
	222
	
	245

	
	
	
	
	

	Other receivables
	
	
	
	

	Related party
	4
	4
	
	13

	Other parties
	
	-
	
	-

	
	
	4
	
	13

	Less allowance for doubtful account
	
	-
	
	-

	Net
	
	4
	
	13

	
	
	
	
	

	Total
	
	405
	
	383


During the nine-month period ended 30 September 2014, the Company had offset advance to suppliers amounting to Baht 60 million with trade accounts payable and accrued interest and short-term loans from other party.

9 Investments in subsidiary


Investments in subsidiary as at 30 September 2014 and 31 December 2013 were as follows:

	
	Separate financial statement

	
	Ownership interest
	
	Paid-up capital
	
	Cost
	
	Impairment
	
	At cost - net

	
	30
	
	31
	
	30
	
	31
	
	30
	
	31
	
	30
	
	31
	
	30
	
	31

	
	September
	
	December
	
	September
	
	December
	
	September
	
	December
	
	September
	
	December
	
	September
	
	December

	
	2014
	
	2013
	
	2014
	
	2013
	
	2014
	
	2013
	
	2014
	
	2013
	
	2014
	
	2013

	
	(%)
	
	(in million Baht)
	
	(in million Baht)

	Subsidiary
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Ordinary shares:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	GJS Notes
	99.99 
	
	99.99
	
	140
	
	140
	
	0.2
	
	0.2
	
	(0.2)
	
	(0.2)
	
	-
	
	-


GJS Notes


GJS Notes has been registered with the Ministry of Commerce on 25 January 2013. GJS Notes has authorised share capital of Baht 200,000. GJS Notes was established as part of the restructuring of the debts of the Company.

On 19 March 2013, GJS Notes’ EGM passed the resolutions to approve the increase of authorised share capital by 17.45 million shares with a par value of Baht 8 per share to support the transaction of the Company’s debt restructuring program to pay for advisory fee to the financial advisors. GJS Notes registered the increase of share capital with the Ministry of Commerce on 20 March 2013.
On 22 March 2013, the Company issued a total of 1,664 million ordinary shares to the financial advisor in exchange for GJS Notes’ shares of 17.45 million shares as compensation for advisory services resulting in the successful execution of the Company’s debt restructuring program.
Refer to Note 22, Share capital, for the details of shares issued to the financial advisor for compensation of advisory fee.
10 Advance payment for purchase of property, plant and equipment
	
	Consolidated and Separate 
financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Advance for purchase land
	210
	
	210

	Advance for purchase machinery
	54
	
	54

	Total
	264
	
	264

	Less allowance for impairment
	(54)
	
	(54)

	Net
	210
	
	210


On 2 November 2012, the Company’s Board of Directors approved a mortgage transaction with a supporting customer to secure a loan facility in the amount of Baht 360 million. Under this mortgage transaction, the Company and the land seller agreed to mortgage 5 deeds of land which are presented as part of advances for purchase of property, plant and equipment amounting to Baht 210 million as collateral for long-term loan from supporting customer. On 2 April 2013, the Company entered into a compromise agreement with the supporting customer to exchange their outstanding receivables for the debenture of the Company. However, the supporting customer made a compensation claim because the Company has not complied with the raw-material purchase agreement amounting to Baht 42.6 million, which was recorded under trade accounts payable as at 30 September 2014, and continues to hold collateral to secure its claim.
11 Property, plant and equipment
The movement of property, plant and equipment during the nine-month period ended 30 September 2014 is as follow;
	
	
	Consolidate and Separate financial statements

	
	
	    (in million Baht)

	
	
	

	Cost
	
	

	At 31 December 2013 (Audited)
	
	32,047

	Acquisitions
	
	-

	Disposal / write- off
	
	(3)

	At 30 September 2014 (Unaudited But Reviewed)
	
	32,044

	
	
	

	Accumulated depreciation
	
	

	At 31 December 2013 (Audited)
	
	(10,140)

	Depreciation for the period
	
	(693)

	Accumulated depreciation on disposal / write- off
	
	2

	At 30 September 2014 (Unaudited But Reviewed)
	
	(10,831)

	
	
	

	Allowance for impairment
	
	

	At 31 December 2013 (Audited)
	
	(3,613)

	Loss on impairment
	
	-

	At 30 September 2014 (Unaudited But Reviewed)
	
	(3,613)

	
	
	

	Net book value
	
	

	At 31 December 2013 (Audited)
	
	18,294

	At 30 September 2014 (Unaudited But Reviewed)
	
	17,600


Detail of construction in progress as at 30 September 2014 and 31 December 2013 were as follow:

	
	Consolidate and Separate

	
	financial statements

	
	30 September 

2014
	
	31 December

2013

	
	(Unaudited 

But Reviewed)
	
	(Audited)



	
	( in million Baht)

	
	
	
	

	Galvanizing line
	5,038
	
	5,038

	Revering Mill line
	1,525
	
	1,525

	Others
	212
	
	212

	Total
	6,775
	
	6,775


Impairment evaluation
In determination of assets impairment, the management of the Company has verified various factors and concluded that there is no factor indicated the value of land, buildings and equipment as of 30 September 2014 and 31 December 2013 may be impaired. However, for the sake of certainty, during the 2nd Quarter of 2014, the management of the Company has retained 2 independent appraisers to evaluate the value of the land, buildings and equipment as of 31 December 2013 of the Company. Together with the valuation of the assets of the management, and concluded that as of 30 September 2014 and 31 December 2013 there are no factor indicated that the book value of the land, buildings and equipment may be impaired.
Mortgaged property, plant and equipment

Under the rehabilitation plan

As at 30 September 2014 the Company’s property, plant and equipment, with a net book value of Baht 11,089 million, were mortgaged under the rehabilitation plan (31 December 2013: Baht 11,708 million).

The Company filed a lawsuit to Southern Bangkok Civil Court against three defendants, in their capacities of bondholder trustee and security agent, to release the lien and security interests on the Company’s property, plant and equipment which were held by them to secure payment of the bond issued by the Company in the past, and which had been fully paid. On 28 October 2013, the Southern Bangkok Civil Court ruled in favour of the Company ordering the defendants to release the mortgaged assets. One of the defendants negotiated for make compromise agreement with the Company to release of the mortgaged assets and appealed to Southern Bangkok Civil Court to compromise the case.
Later on 6 May 2014, the Appeals Court has ruled the compromise agreement between the Company and one defendant that the defendant shall release the mortgaged collateral to the company. At present the Company is in the process of redemption the collateral.

Security for the Company’s long overdue electricity

On 11 May 2012, the Company’s Board of Directors approved a mortgage transaction with the Provincial Electricity Authority in the amount of Baht 250 million. Under this mortgage, a portion of the Company’s skin pass machinery with a net book value of Baht 635 million as at 31 December 2013 were mortgaged as security for the Company’s long-overdue electricity expenses in an amount not exceeding Baht 250 million. On 14 June 2012, the Company registered this mortgage transaction with the Central Office for Machinery Registration, Department of Industrial Works and at the end of July 2014, the Company had completed repayment of the overdue electricity. On September 29, 2014, the Company has already redeemed the collaterals. 

Security for the Company’s long-term loan from other party
On 2 November 2012, the Company’s Board of Directors approved a mortgage transaction with other party who is a supporting customer, in the amount of Baht 360 million. Under this mortgage, the Company’s eleven machineries with a net book value of Baht 909 million as at 31 December 2012 were mortgaged as security for the Company’s long-term loan in an amount not exceeding Baht 360 million. On 2 April 2013, the Company entered into a compromise agreement with the supporting customer to exchange their outstanding receivables for the debenture of the Company. As a result, this mortgage transaction was terminated on 15 May 2013.

Mortgaged as security for tax liabilities
On 14 May 2013, the Company’s Board of Directors approved to mortgage its machinery (Pickle and oil line), with a net book value of Baht 846 million as at 30 September 2014 (31 December 2013: Baht 873 million), as security in the facilities amount of Baht 1,043 million with the Revenue Department for its tax liabilities and the Company registered this mortgage transaction with the Central Office for Machinery Registration, Department of Industrial Works on 10 October 2013.

12 Intangible assets

	
	Consolidate and Separate financial statements

	
	( in million Baht)

	Net book value
	

	Net book value as of 31 December 2013 (Audited)
	28

	Less Amortization for the period
	(3)

	
	

	Net book value as of 30 September 2014 (Unaudited But Reviewed)   
	25


13 Cash guarantee for the utility usage

	
	Consolidate and Separate

	
	financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited

but reviewed)
	
	(Audited)



	
	( in million Baht)

	Guarantee for electricity usage
	212
	
	212

	Guarantee for natural gas usage
	40
	
	40

	Total
	252
	
	252


14 Deferred Tax
Deferred tax assets arising from temporary differences and unused tax losses that have not been recognised in the financial statements were as follows:  

	
	Consolidated and Separate 
financial statements

	
	30 September 
2014
	
	31 December 
2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Deductible temporary differences
	
	
	

	·    Allowance for doubtful accounts - trade accounts receivable
	83
	
	83

	·    Allowance for devaluation of inventories
	7
	
	19

	·    Allowance for impairment - advance to suppliers 
	19
	
	19

	·    Allowance for impairment losses on property, plant and equipment
	723
	
	723

	·    Depreciation gap
	204
	
	169

	·    Allowance for impairment - Advance for purchase of machinery
	11
	
	11

	·    Allowance for impairment - other non-current assets 
	449
	
	449

	·    Provision for employee benefits
	7
	
	6

	·    Provision for deferred from debt restructuring
	8
	
	90

	
	1,511
	
	1,569

	Loss carry forward
	2,180
	
	2,224

	Total 
	3,691
	
	3,793


The tax losses expire in 2014 to 2018. The deductible temporary differences do not expire under current tax legislation. Deferred tax assets have not been recognised in the financial statements of the Group and the Company in respect of these items because it is not certain that future taxable profit will be generated against which the Group and the Company can utilise the benefits there from.
15 Other non-current assets

	
	Consolidated and Separate 
financial statements

	
	30 September 

2014
	
	31 December 

2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Suspended construction in progress
	2,086
	
	2,086

	Less allowance for impairment
	(2,042)
	
	(2,042)

	
	44
	
	44

	
	
	
	

	Promissory notes
	143
	
	143

	Less allowance for impairment
	(143)
	
	(143)

	
	-
	
	-

	
	
	
	

	Advances to suppliers
	202
	
	202

	Less allowance for impairment
	(202)
	
	(202)

	
	-
	
	-

	
	
	
	

	Restricted deposits at financial institutions
	1
	
	1

	Deferred cost of roll - net
	147
	
	134

	Refundable deposits
	18
	
	18

	Cash seized for execution
	9
	
	9

	Others
	9
	
	9

	Net
	228
	
	215


Suspended construction in progress

Suspended construction in progress represented the Direct Reduced Iron plant (“DRI Facility”). The management of the Company decided to suspend this project in 1999. The carrying value of this investment was written down to its independently appraised forced sale value based on the market price of steel scrap of Baht 44 million. On 29 July, 2014 the Board of investment (“BOI”) had ordered the revocation of privilege in the production of Direct Reduced Iron. However there is no burden of import duty on machinery and raw materials.

Promissory notes
As at 30 September 2014 and 31 December 2013, promissory notes issued by closed finance companies were pledged as collateral for loans of certain related parties from those closed finance companies. The Company has fully provided for these promissory notes.

Advances to suppliers

According to Black Case No. Kor. Kaw. 5/2548 dated 21 January 2005, the Company has sued a domestic and a foreign financial institution (collectively called “the Defendant”), in the Central Intellectual Property and International Trade Court, in respect of a letter of credit (“the Letter”). The Company considers that the Defendant has breached the conditions of the Letter which caused damage to the Company. The Defendant had made payment to one of the Company’s foreign suppliers under the Letter which covered the value of goods to be delivered (amounting to Baht 202 million). The Defendant made payment to the supplier prior to the conditions of the Letter being fulfilled, despite the Company instructing the Defendant to withhold payment until all conditions were met. The Defendant deducted the value of the Letter from the Company’s account. The Company did not receive the goods from the supplier. The Central Intellectual Property and International Trade Court and the Supreme Court has dismissed the claim of the Company.
The Company accounted for the charge made against the Company’s account by the Defendant Baht 202 million within “Advance to Suppliers”. A full provision was made against this balance during 2008. 

16 Interest-bearing liabilities

Short-term loans from other parties

Short-term loans from other parties are unsecured and bear interest (including other fees) at 5.87% per annum in year 2014. (31 December 2013 : 5.87% per annum)
In year 2013, a lender exchanged its outstanding receivables from the Company amounting to Baht 53 million for the Company’s debentures.

During the nine-month period ended 30 September 2014 the Company had offset short-term loans from other party amounting to Baht 60 million with trade accounts receivable and advance to supplier.

Long-term loans from other party

On 1 November 2012, the Company obtained a credit facility from a Supporting Customer amounting to Baht 360 million which bears interest at 8% per annum, payable monthly. The draw down principal was originally scheduled for repayment in fifteen monthly instalments starting from 7 March 2013. The amount of the instalments ranges from Baht 18 million to Baht 32.4 million. 
In year 2013, the Company entered into a compromise agreement with the Supporting Customer to exchange their outstanding receivables from the Company amounting to Baht 342 million for the debentures of the Company under the Company’s debts restructuring program.
Debentures
	
	
	Consolidated and Separate 
financial statements

	
	Note
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Debentures
	
	
	
	

	Other related party
	4
	
	
	

	GS Securities
	
	680
	
	916

	Less Current portion
	
	(680)
	
	-

	Net
	
	 -
	
	916


Movements during the nine-month period ended 30 September 2014 was as follows:
	
	Consolidated
 and Separate financial statements

	
	(in million Baht)

	At 31 December 2013 (Audited)
	916

	Redeemed
	

	   During the first quarter
	(142)

	   During the second quarter
	(58)

	   During the third quarter
	(36)

	
	(236)

	At 30 September 2014 (Unaudited But Reviewed)
	680


The historical details of transactions are described in the notes following below;

2013 Debentures issued and debt restructuring program 

During the year ended 31 December 2013, the Company entered into various compromise agreements with nine creditors to exchange its outstanding receivables from the Company amounting to Baht 1,043 million for debentures amounting to Baht 1,043 million.
The details are as follow:

No. of debentures  
: 104,300 units

Face value per unit
: Baht 10,000

Total value of debentures
: Baht 1,043 million

Maturity
: 2 years

Interest rate
: 3% p.a.

Issuance Date
: 19 March, 19 April and 14 May 2013

Maturity Date
: 19 March, 19 April and 14 May 2015

2013 Debentures issued and the debt restructuring program described above, resulting in nine creditors exchanging their outstanding receivables from the Company amounting to Baht 1,043 million are shown in the table below:
	
	Note
	(in million Baht)

	Short-term loan from other parties
	
	53

	Long-term loan from other parties
	
	342

	Trade accounts payable
	17
	237

	Advance from customers
	
	325

	Other payables and accrued expenses
	18
	14

	Liabilities under rehabilitation plan
	
	17

	Accrued interest expenses
	
	55

	Total
	
	1,043


Subsequently, GS Securities issued 104.3 million ordinary shares with a par value of Baht 10 per share, totaling Baht 1,043 million to exchange for those debentures.

After that, G Steel issued 2,086 million ordinary shares with par value Baht 1 per share, at an offering price of Baht 0.50 per share, totaling Baht 1,043 million in exchange for the 104.3 million ordinary shares with a par value of Baht 10 per share of GS Securities.


(a) Redemption of the Company’s debentures and indemnification of G Steel shareholder 
On 15 January 2013, G Steel borrowed an amount of Baht 684 million, bearing interest at 3.00% per annum, by entering into a loan agreement with GS Securities for the purpose of the partial settlement of a claim of one of G Steel’s shareholders (“Shareholders 1”) against G Steel and OAC. Previously, Shareholders 1 had assigned all its rights, title and interests in and over a Partial Settlement of its claims as ordered by the Bangkok South Civil Court on 25 October 2012, to World Access International Holdings Limited, Hong Kong, (“World Access”). World Access appointed Ban Chang Group Public Company Limited (“Ban Chang”) as its agent. 

On 7 February 2013, the Company redeemed part of its outstanding debentures with GS Securities including accrued interest, for an amount of Baht 684 million (principal of Baht 672 million)  as part of the approval from the Company’s EGM No.1/2013. GS Securities and G Steel instructed the Company to pay directly to the account of Ban Chang in its capacity of agent of G Steel’s shareholder.

Accordingly, the Company transferred Baht 684 million from its accounts to Ban Chang. 

(b) Redemption of the Company’s debentures and indemnification of OAC’s loan
On 7 March 2013, the Company redeemed a part of its outstanding debentures with GS Securities including accrued interest, for an amount of Baht 403 million (principal of Baht 396 million). 

On 21 February 2013, G Steel borrowed an amount of Baht 403 million, bearing interest at 8% per annum, by entering into a loan agreement with GS Securities for the purpose of the settlement of OAC’s loan from financial institutions. On 7 March 2013, the Company had already paid to GS Securities for settlement of OAC’s loan.

In the second to fourth quarter of 2013, the Company redeemed a part of its outstanding debentures with GS Securities including accrued interest, for an amount of Baht 280 million (principal of Baht 268 million). 

17 Trade accounts payable

	
	
	Consolidated and Separate 
financial statements

	
	Note
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Current
	
	
	
	

	Related parties
	4
	141
	
	27

	Other parties
	21
	2,495
	
	1,220

	
	
	2,636
	
	1,247

	Non-Current
	
	
	
	

	Other parties
	1.3
	-
	
	950

	Total 
	
	2,636
	
	2,197


The currency denomination of trade accounts payable as at 30 September 2014 and 31 December 2013 was as follows:

	
	
	Consolidated and Separate 
financial statements

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Thai Baht (THB)
	
	651
	
	495

	United States Dollars (USD)
	
	1,983
	
	1,675

	Euro Dollars (EUR)
	
	2
	
	27

	Total
	
	2,636
	
	2,197


The Company has agreements to purchase raw materials from various suppliers. The Company had taken delivery of raw materials under consignment agreements totalling Baht 710 million as at 
30 September 2014 and pays interest from 1.83% to 6.8% per annum on the payables balance                   (31 December 2013: Baht 531 million, interest rate at 1.60% to 6.80% per annum). 
Refer to Note 4, Related parties, for details of compromise agreements with G Steel (see Note 4(a)) to convert the outstanding debts of the Company to the Company’s ordinary shares.

Refer to Note 16, Interest-bearing liabilities, for details of 2013 debenture issued and debt restructuring program. During the year ended 31 December 2013, trade account payable exchanges net of outstanding receivables from the Company amounted to Baht 237 million for the Company’s debentures.

During the nine-month period ended 30 September 2014, the Company had offset trade accounts payable amounting to Baht 60 million with trade accounts receivable and advance to supplier.
Since 31 March 2014 up to present, the Company has defaulted the payment on the repayment schedule with one of the three major Trade Creditors as detailed in Note 1.3. As a consequence of the default, the Company has the obligation to pay interest on overdue debts at the rate of 5 % per annum from the date of default. The Company is currently in the re-negotiation to extend the repayment schedule.

18 Other payables and accrued expense

	
	
	Consolidated and Separate 
financial statements

	
	Note
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Current
	
	
	
	

	Related parties
	4
	56
	
	41

	Performance guarantee payable
	
	563
	
	571

	Tax instalments payable
	
	328
	
	200

	Electricity payable
	
	144
	
	219

	Other
	
	262
	
	265

	
	
	1,353
	
	1,296

	Non-Current
	
	
	
	

	Tax instalments payable
	
	589
	
	708

	Total
	
	1,942
	
	2,004


Performance guarantee payable

The Company provided a performance guarantee for an Intermediary to two End Use Customers. These two End Use Customers are also Major Trade Creditors of the Company. The Company has recognised liabilities as other payables and accrued expenses amounting to USD 17 million equivalent to Baht 563 million as at 30 September 2014 (31 December 2013: USD 17 million equivalent to Baht 571 million) under the performance guarantee.

The Company entered into a compromise agreement with these Major Trade Creditors, and has defaulted on certain negotiated repayment schedules. As a consequence of such default, the outstanding balances are payable on demand and accrue interest at a rate of 7.5% annually from the date of default and the Company is in progress providing improved repayment terms over extended time periods.

As at 30 September 2014, the Company has outstanding balance of accrued interest expense amounting to Baht 350 million (31 December 2013 : Baht 307  million).
Tax instalment payable

On 12 September 2013, the Company received approval from the Revenue Department to pay its tax obligations amounting to Baht 867 million (not included the additional surcharge amounting to Baht 175 million) in sixty monthly instalments over a period of five years as follows:

· Baht 3.00 million in equal monthly instalments  from 15 April 2013 until 15 September 2013

· Baht 6.00 million in equal monthly instalments  from 15 October 2013 until 15 March 2014

· Baht 20.23 million in equal monthly instalments  from 15 April 2014 until 15 March 2018

In year 2013, the Company recognised the tax instalments payable of Baht 867 million in other payables and accrued expenses by reclassifying Baht 542 million from current liabilities and Baht 325 million from provision for tax-related liabilities. 

During the year 2013 up to 30 September 2014, the Company has paid tax instalments payable amounting to 90 million. As at 30 September 2014, the Company has an outstanding balance of tax instalment payable amounting to Baht 917 million (included the additional surcharge up to 30 September 2014 amounting to Baht 140 million) which presented as current liabilities of Baht 328 million and non-current liabilities of Baht 589 million.

Under this repayment schedule, the Company mortgaged its pickle and oil line as security. The Company registered the mortgage transaction on 10 October 2013.

On 18 March 2014, the Company has requested the Revenue Department for an extension to pay tax obligation from year 2018 to year 2019 with the proposed installments as follows:

-      Baht 6.00 million in equal monthly instalments  from 15 April 2014 until 15 March 2015

-      Baht 10.00 million in equal monthly instalments  from 15 April 2015 until 15 March 2016

-      Baht 15.00 million in equal monthly instalments  from 15 April 2016 until 15 March 2017

-      Payable in equal monthly instalments from 15 April 2517 until 15 March 2019

The above request is under consideration of the Revenue Department.  Should the request not being approved, the Company shall pay the total amount remaining due at the reporting date for the amount of Baht 100 million and has to make monthly payment of Baht 20 million until the completion.

Electricity payable
As at 31 December 2013, the Company has outstanding debts in the amount of Baht 219 million. The Company has to pay for penalty charge which interest at 15% per annum. Refer to Note 11 Property, plant and equipment for mortgaged as security for the Company’s long overdue electricity.

Debt restructuring program

Refer to Note 4, Related parties, for details of compromise agreements with OAC (see Note 4(a) and 4(b)) to convert the outstanding debts of the Company to the Company’s ordinary shares.

Refer to Note 16, Interest bearing liabilities, for details of 2013 debenture issued and 2013 debt restructuring program.

The currency denomination of other payables and accrued expenses as at 30 September 2014 and 31 December 2013 was as follows:

	
	Consolidated and Separate

financial statements 

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Thai Baht (THB)
	
	1,325
	
	1,378

	United States Dollars (USD)
	
	617
	
	626

	Total
	
	1,942
	
	2,004


19 Other current liabilities

	
	
	Consolidated and Separate 
financial statements

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Machinery purchase payable
	
	15
	
	16

	Tax-related liabilities
	
	6
	
	3

	Construction payables
	
	13
	
	14

	Others
	
	1
	
	-

	Total
	
	35
	
	33


Refer to Note 18, other payables and accrued expense, in year 2013, the Company recognized the tax instalments payable of Baht 867 million in other payables and accrued expenses by reclassifying Baht 542 million from current liabilities and Baht 325 million from provision for tax-related liabilities. 

The currency denomination of other current liabilities as at 30 September 2014 and 31 December 2013 was as follows:

	
	
	Consolidated and Separate
 financial statements

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Thai Baht (THB)
	
	7
	
	4

	United States Dollars (USD)
	
	26
	
	27

	Euro Dollars (EUR)
	
	2
	
	2

	Total
	
	35
	
	33


20 Liabilities under rehabilitation plan


Movements during the nine-month period ended 30 September 2014 was as follows:

	
	
	
	Consolidated and Separate financial statements

	
	
	
	(in million Baht)

	At 31 December 2013 (Audited)
	
	
	269

	Paid during the period
	
	
	(13)

	Offsetting during the period
	
	
	-

	Conversion of debts to debentures
	
	
	-

	Exchange rate adjustments during the period
	
	
	(2)

	Transfer to gain on debt restructuring
	
	
	(10)

	At 30 September 2014 (Unaudited But Reviewed)
	
	
	244


Liabilities under rehabilitation plan as at 30 September 2014 and 31 December 2013 were included in the financial statements as follows:
	
	
	Consolidated and Separate financial statements

	
	
	
	30 September
	
	31 December

	
	
	
	2014
	
	2013

	
	
	
	(Unaudited
	
	(Audited)

	
	
	
	But Reviewed)
	
	

	
	
	
	(in million Baht)

	Creditors
	
	Due date
	
	
	

	Class 4
	Employee
	Repayable in July 2015
	4
	
	4

	Class 5 
	Equipment Claims
	Repayable in October 2011
	9
	
	31

	Class 11
	Operating Fund Creditors Provided    
in the Form of 

Overdraft
	Repayable in October 2003
	16
	
	16

	Class 13
	Other Creditors
	Repayable in October 2011
	215
	
	218

	
	
	             Total
	244
	
	269


The repayment schedules of each creditor under Class 5 and Class 13 are not entirely consistent in terms of date, as they depend on the date of the conclusion of the debt. However, the first due date of creditors under Class 5 and Class 13 is 31 October 2011.
Although a repayment of creditors under Class 11 was due in October 2003, the repayment schedule of these creditors was conditional upon those creditors continuing to provide overdraft facilities to the Company equal to the total debt under Class 11. However, the Company has not received any such overdraft facility from the creditors under Class 11, and therefore, the repayment condition imposed on these creditors has not been satisfied.

The Company’s rehabilitation plan liabilities fell due on 31 October 2011 but fell into default.  The Company entered into negotiations with the creditors to extend the payment period. Accordingly, the Company presented the outstanding liabilities under rehabilitation plan as at     30 September 2014 and 31 December 2013 as current liabilities in the Company’s statement of financial position. As a consequence of this default, the outstanding balances are payable on demand and accrue interest at a rate of 7.5% per annum from the date of default.
Since year 2012 to the date of the report, 9 suppliers had filed a complaint against the Company for breach of the rehabilitation plan in the amount of Baht 43 million together with interest at the rate of 7.5% per annum on the principal amount of Baht 27 million from the date of filing the complaint until the date of full repayment.  At present all case are on the Court process.
One creditor had filed a complaint against the Company for breach of the rehabilitation plan in the amount of Baht 31 million together with interest at the rate of 7.5% per annum on the principle amount of Baht 28 million. At present, creditor and the Company have a compromise agreement in Court.

The currency denomination of liabilities under rehabilitation plan as at 30 September 2014 and 31 December 2013 was as follows:

	
	
	Consolidated and Separate 
financial statements

	
	
	30 September 2014  
	
	31 December 2013

	
	
	(Unaudited
	
	(Audited)

	
	
	But Reviewed)
	
	

	
	
	(in million Baht)

	Thai Baht (THB)
	
	141
	
	155

	United States Dollars (USD)
	
	90
	
	100

	Euro Dollars (EUR)
	
	9
	
	10

	Singapore Dollars (SGD)
	
	4
	
	4

	Total
	
	244
	
	269


21 Provisions

The movements of provisions, deferred difference from debt restructuring (refer to Note 1.3) for the nine-month period ended 30 September 2014 was as follows:
	
	
	
	Consolidated and Separate financial statements

	
	
	
	

	
	
	Note
	(in million Baht)

	At 31 December 2013 (Audited)
	
	
	451

	Provisions made  
	
	
	-

	Reversal provisions 
	
	
	-

	Provisions transfer to trade accounts payable
	
	17
	(407)

	Provision paid
	
	
	-

	Exchange rate adjustments during the period
	
	
	(5)

	At 30 September 2014 (Unaudited But Review)
	
	
	39

	
	
	
	

	At 31 December 2013 (Audited)
	
	
	

	  - Current
	
	
	39

	  - Non-current
	
	
	412

	Total
	
	
	451

	
	
	
	

	At 30 September 2014(Unaudited But Reviewed)
	
	
	

	  - Current
	
	
	39

	  - Non-current
	
	
	-

	Total
	
	
	39


(a) Provision for tax-related liabilities

In year 2013, the Company agreed with the Revenue Department on a repayment schedule for certain tax obligations and consequently reclassified an amount of Baht 325 million from the related provision to other payables and accrued expenses (refer to Note 18). The remaining balance of the related provision of Baht 669 million was reversed and recognized in the statement of comprehensive income in year 2013.

(b) Provision for deferred interest from debt restructuring

In year 2013, the Company redeemed apart of its outstanding debenture before maturity date with the result of reversing the provision for deferred interest from debt restructuring and recognising as a gain from debt restructuring, the amount of Baht 7.4 million.

The currency denomination of provision as at 30 September 2014 and 31 December 2013 was as follows:

	
	Consolidated and Separate 
financial statements

	
	
	30 September 2014
	
	31 December 2013

	
	
	(Unaudited
	
	

	
	
	But Reviewed)
	
	(Audited)

	
	
	(in million Baht)

	Thai Baht (THB)
	
	6
	
	6

	United States Dollars (USD)
	
	33
	
	445

	Total
	
	39
	
	451


22 Share capital

The movements of share capital for the nine-month periods ended 30 September 2014 and 2013 were as follows:

	Nine-month period ended
	Par value
	2014
	
	2013

	      30 September
	per share
	Number
	
	Baht
	
	Number
	
	Baht

	
	(in Baht)
	(million shares / million Baht)

	Authorised
	
	
	
	
	
	
	
	

	At 1 January
	
	
	
	
	
	
	
	

	 ordinary shares
	0.69
	188,377
	
	129,980
	
	58,664
	
	40,478

	Reduction of shares (a)
	0.69
	-
	
	-
	
	(3,234)
	
	2,231

	Increase of new shares (b)
	0.69
	-
	
	-
	
	132,947
	
	91,733

	At 30 September 
	
	
	
	
	
	
	
	

	 ordinary shares
	0.69
	188,377
	
	129,980
	
	188,377
	
	129,980

	
	
	
	
	
	
	
	
	

	Issued and paid up
	
	
	
	
	
	
	
	

	At 1 January
	
	
	
	
	
	
	
	

	  ordinary shares
	0.69
	105,853
	
	73,039
	
	39,903
	
	27,533

	Increase of new shares for
	
	
	
	
	
	
	
	

	  Rights Offering Plan (c)
	0.69
	-
	
	-
	
	36,744
	
	25,354

	  Private placement to G Steel and
	
	
	
	
	
	
	
	

	   its subsidiaries (d)
	0.69
	-
	
	-
	
	27,542
	
	19,004

	Compensation to financial      
	
	
	
	
	
	
	
	

	   Advisors (e)
	0.69
	-
	
	-
	
	1,664
	
	1,148

	At 30 September 
	
	
	
	
	
	
	
	

	  ordinary shares
	0.69
	105,853
	
	73,039
	
	105,853
	
	73,039


Authorised

For the nine-months period ended 30 September 2013
(a) Reduction and increase of share capital

On 7 January 2013, the Company’s EGM no.1/2013 passed the following resolutions
1.
Reduction of the Company’s registered share capital by 3,234 million shares, with a par value of Baht 0.69 per share, from the existing registered capital of Baht 40,478 million to Baht 38,247 million by cancelling the Company’s unissued shares.

2.
Increase of the Company’s registered share capital from Baht 38,247 million to Baht 129,980 million by issuing up to 132,947 million ordinary shares, at a par value of Baht 0.69 per share.

The Company registered the reduction and increase of the authorised share capital of the Company with the Ministry of Commerce on 15 January 2013.
(b)  Allocation of share capital

On 7 January 2013, the Company’s EGM no.1/2013, passed the resolutions to allocate the Company’s newly issued share capital as follows:

· To allocate up to 59,855 million newly issued ordinary shares at an offering price of Baht 0.08 per share to the existing shareholders under Right Offering, at a ratio of 1 existing share to 1.5 new ordinary shares.

· To allocate up to 23,942 million newly issued ordinary shares in order to support the exercise of the warrants allocated to the Company’s existing shareholders under Right Offering.

· To allocate up to 28,503 million newly issued ordinary shares at an offering price of Baht 0.08 per share to G Steel and/or its subsidiaries who are the Company’s creditors under the debt to equity conversion plan and/or in cash by way of private placement.

· To allocate up to 11,401 million newly issued ordinary shares in order to support the exercise of the warrants allocated to G Steel and/or its subsidiaries under private placement.

· To allocate up to 1,600 million newly issued ordinary shares at the offering price of Baht 0.08 per share, to Financial Advisor under private placement in consideration of the advice provided for the capital raising and capital restructuring. The Financial Advisor will make payment in kind for these shares in the form of shares of subsidiaries of the Company.

· To allocate up to 7,286 million newly issued ordinary shares to support the adjustment of the exercise price of warrants GJS-W2 due to the issue and offering of new shares and warrants at discount.

· To allocate up to 359 million newly issued ordinary shares to support the adjustment of the exercise price of ESOP warrants due to the issue and offering of new shares and warrants at discount.

On 8 February 2013, the Company’s Board of Directors’ Meeting no.3/2013 passed the following resolutions;

· Allocation up to 215 million new shares at Baht 0.11 per share to RA as of part of its remuneration. RA will obtain those shares in exchange for shares in GJS Notes at a ratio of 1 share GJS Notes for 72.727 shares of the Company.
Issued and paid up
On 13 February 2013, the Company announced the results of sale of the Company’s newly issued ordinary shares of 64,286 million shares at  par value of Baht 0.69 per share as follows;

(c) Share issued for Rights Offering Plan
A total of 59,855 million ordinary shares were allocated to the existing shareholders at an offering price of Baht 0.08 per share, of which 36,744 million shares were subscribed, resulting in proceeds of Baht 2,940 million. G Steel and OAC waived their right to subscribe the remaining 23,111 million shares.

(d) Share issued for Private placement to G Steel and its subsidiaries

A total of 28,503 million ordinary shares were allocated to G Steel and/or its subsidiaries under a private placement at an offering price of Baht 0.08 per share, of which 27,542 million shares were subscribed and paid up by conversion of outstanding debts with the Company for an amount of Baht 2,052 million and in cash for an amount of Baht 152 million. The remainder of unsold shares for this lot is 962 million shares.

The remaining unsubscribed shares from placement with existing shareholders and the private placement with G Steel and/or subsidiaries of 24,073 million shares will be presented to the shareholders’ meeting for further consideration.

(e) Share issued for Financial Advisors 
On 22 March 2013, the Company registered the increase in the Company’s issued and paid-up share capital with the Ministry of Commerce by Baht 45,506 million comprising 65,950 million shares with par value of Baht 0.69 per share. These shares were issued to support the compensation to financial advisors. The allocation of 1,664 million newly-issued ordinary shares were allocated to the Company’s financial advisor in respect of the Company’s debt restructuring program. The financial advisor made payment for the Company’s newly-issued shares by transferring 17.45 million shares of GJS Notes to the Company with the par value of Baht 8 per share to the Company. The transfer price was Baht 0.11 and 0.08 per share based on the fair value of the advisory services.
The summary of the shares issued is presented in the table below:

	
	
	
	
	
	Issued and paid-up
	
	Share discount

	
	
	
	
	
	(in million Baht)

	Shares issued for Rights Offering Plan
	
	
	
	

	At 13 February 2013
	
	
	
	
	
	
	

	(Offering price of Baht 0.08 per share)
	
	
	
	
	
	
	

	Cash received from existing shareholders
	
	
	
	
	
	
	

	   of Baht 2,940 million
	
	
	
	
	25,354
	
	(22,414)

	
	
	
	
	

	Shares issued for Private Placement 
	
	
	
	

	   to G Steel Plan and its subsidiaries
	
	
	
	
	
	
	

	At 13 February 2013
	
	
	
	
	
	
	

	(Offering price of Baht 0.08 per share)
	
	
	
	
	
	
	

	Cash received from private placement to G Steel 
	
	
	
	
	
	
	

	   of Baht 152 million
	
	
	
	
	1,310
	
	(1,158)

	Principal amount of debt to equity conversion 
	
	
	
	
	
	
	

	   with G Steel and its subsidiaries in the amount
	
	
	
	
	
	
	

	   of Baht 2,052 million
	
	
	
	
	17,694
	
	(15,642)

	
	
	
	
	
	19,004
	
	(16,800)

	
	
	
	
	
	
	
	

	Shares issued to financial advisors
	
	
	
	
	
	
	

	At 22 March 2013
	
	
	
	
	
	
	

	(Converted price of Baht 0.08 per share)
	
	
	
	
	
	
	

	Compensation to financial advisor
	
	
	
	
	
	
	

	   for debt restructuring program in the amount
	
	
	
	
	
	
	

	   of Baht 115 million
	
	
	
	
	999
	
	(884)

	(Converted price of Baht 0.11 per share)
	
	
	
	
	
	
	

	Compensation to financial advisor
	
	
	
	
	
	
	

	   for debt restructuring program in the amount
	
	
	
	
	
	
	

	   of Baht 24 million
	
	
	
	
	149
	
	(125)

	
	
	
	
	
	1,148
	
	(1,009)

	
	
	
	
	
	
	
	

	Total
	
	
	
	
	45,506
	
	(40,223)


Share premium (discount) 

The movement of share premium (discount) during the nine-month periods ended 30 September 2014 and 2013 are shown in the table below:

	
	
	Consolidated and Separate financial statements

	Nine-month period ended 30 September
	
	2014
	
	2013

	
	
	(in million Baht)

	Share premium (discount)
	
	
	
	

	At 1 January (Audited)
	
	(39,829)
	
	394

	Shares issued for Rights Offering Plan
	
	-
	
	(22,414)

	Shares issued for Private Placement to G Steel 
	
	
	
	

	    and its subsidiaries
	
	-
	
	(16,800)

	Shares issued to financial advisors
	
	-
	
	(1,009)

	As 30 September (Unaudit But Reviewed)
	
	(39,829)
	
	(39,829)


23 Warrants

Following are terms and conditions of the warrants:

Second Warrants

· The Company allotted 4,933 million “Second Warrants” (“GJS-W2”) to shareholders whose names appeared in the Company’s share register on 9 February 2010 at the ratio of 7.9405 existing shares for each GJS-W2. 

-
The offering price of a GJS-W2 unit was Baht 0.03 per unit.

-
One GJS-W2 unit is exercisable for three new ordinary shares at the initial price of Baht 0.25 per share subject to further adjustments on the occurrence of adjustable events. Therefore, in order to exercise a GJS-W2, the holder is required to remit Baht 0.75 per unit to the Company.  

-
The GJS-W2 has a seven-year maturity from the issuance date.

-
The Exercise Date is the last business day of June and December of each year, during the term of the GJS-W2, with the exception of the last exercise date. The first exercise date shall be 
30 December 2010 and the last exercise date will fall on 12 December 2017. In the event that the last exercise date should fall on an official Company holiday, such date shall be changed to the last business day prior to such last exercise date.  The notification period for the last exercise date shall not be less than 15 days prior to the last exercise date.

-
Adjustment of the exercise price of GJS-W2. The exercise price of GJS-W2 changed from Baht 0.25 per share to Baht 0.207 per share and the exercise ratio changed from one GJS-W2 unit for 3 new ordinary shares of the Company to one GJS-W2 unit for 3.63 new ordinary shares of the Company.
Third Warrants

· The Company allotted 5,986 million “Third Warrants” (“GJS-W3”) to shareholders who purchased newly-issued ordinary shares at the ratio of 10 existing shares for each GJS-W3. The Company defines the list of shareholders who have the right to reserve newly-issued ordinary shares on 28 November 2012. On 14 February 2013, GJS-W3 was allocated to shareholders 3,674 million units in total.
· The offering price of a GJS-W3 unit was Baht 0 per unit.

· One GJS-W3 unit is exercisable for four new ordinary shares at the initial price of Baht 0.15 per share subject to further adjustments on the occurrence of adjustable events. Therefore, in order to exercise a GJS-W3, the holder is required to remit Baht 0.60 per unit to the Company.  
· The GJS-W3 has a seven-year maturity from the issuance date.

· The Exercise Date is the last business day of June and December of each year, during the term of the GJS-W3. The first exercise date shall be 28 June 2013 and the last exercise date will fall on 7 February 2020. In the event that the last exercise date should fall on an official Company holiday, such date shall be changed to the last business day prior to such last exercise date.  The notification period for the last exercise date shall not be less than 15 days prior to the last exercise date.

Fourth Warrants

· The Company allotted 2,850 million “Fourth Warrants” (“GJS-W4”) to Private Placement 
(G Steel and/or subsidiaries of G Steel) at the ratio of 10 existing shares for each GJS-W4. On 27 February 2013, GJS-W4 was allocated to Private Placement 2,754 million units in total.
· The offering price of a GJS-W4 unit was Baht 0 per unit.

· One GJS-W4 unit is exercisable for four new ordinary shares at the initial price of Baht 0.15 per share subject to further adjustments on the occurrence of adjustable events. Therefore, in order to exercise a GJS-W4, the holder is required to remit Baht 0.60 per unit to the Company.
· The GJS-W4 has a seven-year maturity from the issuance date.

· The Exercise Date is the last business day of June and December of each year, during the term of the GJS-W4. The first exercise date shall be 28 June 2013 and the last exercise date will fall on 11 February 2020. In the event that the last exercise date should fall on an official Company holiday, such date shall be changed to the last business day prior to such last exercise date.  The notification period for the last exercise date shall not be less than 15 days prior to the last exercise date.

Employee Stock Option Program Warrants (“ESOP Warrants”)

-
On 11 December 2008, the Company was authorised by the SEC to issue and offer 728 million ESOP warrants (the “ESOP Warrants”), equivalent to 1.83% of the total paid-up share capital of the Company (as of 20 October 2008). The ESOP Warrants are issued to specified holders and are non-transferable, except transfer by an intermediary person, or as otherwise specified by the Board of Directors or the Allocation Committee (an eligible intermediary person is the person who holds the said securities for distribution to all future directors and employees). Details are as follows:

-
The offering price of an ESOP Warrant is Baht 0 per unit.

· One ESOP Warrant is exercisable for one new ordinary share (amendable subsequent to any adjustment of the rights under the warrants) at par value at the exercise date (as of 20 October 2008, the par value was Baht 0.69 per share). 

· The ESOP Warrants have a five-year maturity from the date of issuance and offering (i.e. the ESOP Warrants expire on 10 December 2013).
· The exercise date is the last business day of December in each year throughout the term of the ESOP Warrants whereby the first exercise date shall be 30 December 2011 and the last exercise date will take place on 10 December 2013. If the exercise date takes place on an official Company holiday, such date shall be changed to the last business day prior to such last exercise date. ESOP Warrants holders will be informed of the last exercise date at least 15 days prior to such date.

· The exercise period and ratio (the percentage of total distribution) that Directors and employees of the Company can exercise their rights under the ESOP Warrants are as follows:

First     
20% shall be exercisable on the first exercise date which falls on the last business day of December 2011


Second  
30% shall be exercisable on the second exercise date which falls on the last business day of December 2012


Third 
50% shall be exercisable on the last exercise date which falls on 10 December 2013.


If ESOP Warrant holders do not exercise or partly exercise their rights on each exercise date, such warrant holders can exercise their remaining warrants on the subsequent exercise date throughout the term of the ESOP Warrants.

· Adjustment of the exercise price of ESOP warrants. The exercise price of ESOP warrants changed from Baht 0.69 per share to Baht 0.571 per share and the exercise ratio changed from one ESOP warrant unit for one new ordinary share of the Company to one ESOP warrant unit for 1.21 new ordinary shares of the Company.

· On 10 December 2013, 728 million units of ESOP Warrants remained not exercised and this date is on the expiration date of the term of ESOP warrants.
The movements of warrants for the nine-month period ended 30 September 2014 were as follows:

	
	Offering
	

	
	price of
	

	
	warrant
	30 September 2014

	
	per unit
	Unit
	
	Amount

	
	
	(thousand units)
	
	(in thousand Baht)

	
	(in Baht)

	Warrants
	
	
	
	

	At 1 January 
	
	
	
	

	-Second Warrants
	0.03
	4,933
	
	148

	- Third Warrants
	0.00
	3,674
	
	-

	- Fourth Warrants
	0.00
	2,754
	
	-

	Issue of new warrants during the period
	
	-
	
	-

	 Expiration during the period 
	
	-
	
	-

	At 30 September
	
	
	
	

	· Second Warrants
	0.03
	4,933
	
	148

	· Third Warrants
	0.00
	3,674
	
	-

	· Fourth Warrants
	0.00
	2,754
	
	-


24 Operating segment information

Segment information is presented in respect of the Company’s geographical segments based on the Company’s management and internal reporting structure.

Business segments

Management considers that the Company operates in a single line of business, namely manufacturing of flat-rolled steel products, and has, therefore, only one major business segment.

Geographic segments 

In presenting information on the basis of geographic segments, segment revenue is based on the geographic location of customers.
Revenue and gross profit (loss) based on geographic segment, for the three-month and nine-month periods ended 30 September 2014 and 2013 were as follows:

	
	
	Consolidated and Separate financial statements

	Three-month period ended 30 September
	
	2014
	
	2013

	
	
	(in million Baht)

	Segment revenue
	
	
	
	

	Domestic
	
	3,864
-
	
	3,926
-

	Export
	
	
	
	

	Total
	
	3,864
	
	3,926

	
	
	
	
	

	Segment result - gross margin (loss)
	
	
	
	

	Domestic
	
	262
-
	
	(295)

-

	Export
	
	
	
	

	Total
	
	262
	
	(295)


	
	
	Consolidated and Separate financial statements

	Nine-month period ended 30 September
	
	2014
	
	2013

	
	
	(in million Baht)

	Segment revenue
	
	
	
	

	Domestic
	
	11,402
56
	
	6,476
-

	Export
	
	
	
	

	Total
	
	11,458
	
	6,476

	
	
	
	
	

	Segment result - gross loss
	
	
	
	

	Domestic
	
	420
(8)
	
	(556)
-

	Export
	
	
	
	

	Total
	
	412
	
	(556)



Information about major customers

For the three-month periods ended 30 September 2014 and 2013, the Company had revenues from the domestic sale to 4 and 3 customers respectively for the total amount of Baht 1,985 million and Baht 1,696 million respectively.

For the nine-month periods ended 30 September 2014 and 2013, the Company had revenues from the domestic sale to 2 and 3 customers respectively for the total amount of Baht 3,727 million and Baht 2,619 million respectively.  

25 Earnings (Loss) per share

Basic  earnings (loss) per share

The calculations of basic earnings (loss) per share for the three-month and nine-month periods ended 30 September 2014 and 2013 were based on the profit (loss) for the periods attributable to equity holders of the Company and the weighted average number of ordinary shares outstanding during the periods as follows:
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	Three-month period ended 30 September 
	2014
	
	2013

	
	(in million Baht / million shares)

	Profit (Loss) for the period attributable to ordinary 
	
	
	

	   shareholders of the Company
	85
	
	108

	
	
	
	

	Number of ordinary shares outstanding at 1 January
	105,853
	
	105,853

	Weighted average number of ordinary shares outstanding
	105,853
	
	105,853

	
	
	
	

	Earnings (Loss) per share (basic) (in Baht)
	0.0008
	
	0.0010

	
	

	Nine-month period ended 30 September
	
	
	

	
	

	Profit (Loss) for the period attributable to ordinary shareholders 
	
	
	

	   of the Company
	(155)
	
	(1,257)

	
	
	
	

	Number of ordinary shares outstanding at 1 January
	105,853
	
	39,903

	Effect of shares issued on 13 February 2013
	-
	
	54,360

	Effect of shares issued on 22 March 2013
	-
	
	1,181

	Weighted average number of ordinary shares outstanding
	105,853
	
	95,444

	
	
	
	

	Earnings (Loss)  per share (basic) (in Baht)
	(0.0015)
	
	(0.0132)


Diluted earnings (loss) per share for the three-month and nine-month periods ended 30 September 2014 and 2013 are not presented because the exercise price of the Company’s warrants was higher than the market price of the Company’s ordinary shares and these potential shares would decrease the earnings (loss) per share.
26 Commitments with non-related parties

26.1
Commitments

	
	Consolidated and Separate 
financial statements

	
	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Lease and service agreement commitments
	
	
	

	Within one year
	5
	
	5

	After one year but within five years
	3
	
	6

	Total
	8
	
	11

	
	
	
	

	Other commitments
	
	
	

	Bank guarantees
	1
	
	1


26.2
Long-term agreements

The Company entered into agreement to purchase natural gas. This agreement is effective on 1 July 2006 and is terminated after the Company has purchased natural gas for ten years since supplier has already transferred and the Company has already received natural gas. Natural gas rate depend on monthly charges based on consumption.

On 1 November 2004, the Company entered into a twenty-year take-or-pay agreement to purchase oxygen, argon and nitrogen. Minimum payments under the agreement amount to approximately Baht 6 million per month.
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	30 September 2014
	
	31 December 2013

	
	(Unaudited
	
	(Audited)

	
	But Reviewed)
	
	

	
	(in million Baht)

	Long-term agreement commitments
	

	Within one year
	71
	
	71

	After one year but within five years
	282
	
	282

	After five years
	359
	
	412

	Total
	712
	
	765


26.3
Raw material purchase orders

As at 30 September 2014, the Company had outstanding purchase orders for raw materials that have not been delivered to the Company totalling Baht 2,544 million (31 December 2013: Baht 1,637 million). As at 30 September 2014 and 31 December 2013, the Company has estimated the provision for loss in respect of outstanding purchase orders for raw materials that have not been delivered based on comparison with the economic benefits expected to be received in the form of estimated sales prices and the conversion costs of finished products there was no loss to be recognized in the such period.
As at 30 September 2014, the Company had agreements to purchase raw materials with various suppliers under consignment agreements, under which the ownership of unreleased raw material belongs to the suppliers. The Company has to pay interest ranging from 1.83% to 6.80% per annum on the unreleased raw materials in addition to the payables balance (31 December 2013 : 1.68% to 6.80% per annum).

26.4
Customer advances

As at 30 September 2014, the Company had received advances from customers totaling Baht 
356 million (31 December 2013: Baht 325 million) and had the obligation to deliver goods to the customers in the future. 

26.5
Financial advisory agreements

The Company has entered into various financial advisory agreements with third parties for     advice on sourcing additional credit facilities, refinancing existing debt from financial institutions and negotiating improved terms of payment with trade creditors. The fees are  payable based on a fixed fee per month plus a success fee which becomes payable upon completion of the transaction

27 Litigation 


27.1 Suppliers complaint pending litigation

Eleven suppliers filed a complaint against the Company for breach of several agreements related to sales and purchases and rehabilitation plan in the amount of Baht 43.28 million together with interest at the rate of 7.5% per annum on the principal amount of Baht 26.63 million and with interest at the rate of 15% per annum on the principal amount of Baht 0.40 million, from the date of filing the complaint until the date of full repayment. At present all case are on the Court process.
Four suppliers filed a complaint against the Company for breach of several agreements related to sales and purchases in the amount of Baht 32.47 million together with interest at the rate of 7.5% per annum on the principal amount of Baht 29.24 million from the date of filing the complaint until the date of full repayment. At present, creditor and the Company have a compromise agreement in Court.

27.2 The Second Section of Labour Court

A former employee filed a complaint to the Second Section of the Labour Court against the Company for the lay-off and demands the Company to pay him together with interest at the rate 7.5% per annum from the date of filing.  Presently, this case is pending in the Supreme Court.

28 Contingent liabilities 

On 8 June 2011 the Company received a letter from the Board of investment (“BOI”) in which it is alleged that the Company failed to export sufficient quantities of its products in order to offset the imported raw materials on which duties were not assessed by the Customs Department under BOI privilege.  In its 8 June 2011 letter, the BOI stated that the Company should pay the duties which were not assessed on the raw materials as of the 1998 import date and that the BOI is submitting the matter to the Customs Department for its consideration. (The BOI claim stems from a period prior to the effective date of the Company’s rehabilitation plan subsequently approved by the Central Bankruptcy Court.)

The Company estimates that the total maximum exposure for such potential claims, should they arise from the Customs Department, is approximately Baht 216 million. To the extent that the Customs Department can demonstrate that such claim was submitted during the rehabilitation process in 1998, the Company will be liable to pay such duty. The Company has not provided for such potential claim as it has not received a claim assessment letter from the Customs Department and it believes such claim was not submitted during the 1998 rehabilitation process.

29 Reclassification of accounts

Certain accounts in the consolidated and separate statements of comprehensive income for the three-month and nine-month periods ended 30 September 2013 which are included in the financial statements for the three-month and nine-month periods ended 30 September 2014, have been reclassified to conform to the presentation in the financial statements for the three-month and nine-month periods ended 30 September 2014.
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	2013

	
	Before
	
	
	
	After

	
	reclassification
	
	Reclassification
	
	reclassification

	
	(in million Baht)

	Statement of comprehensive income
	
	
	
	
	

	For the three-month period
	
	
	
	
	

	ended 30 September 2013
	
	
	
	
	

	   
	
	
	
	
	

	Revenue from sale of goods
	3,958
	
	32
	
	3,926

	Other income
	15
	
	(28)
	
	43

	Cost of sale  of goods
	4,225
	
	(4)
	
	4,221

	
	
	
	-
	
	

	For the nine-month period
	
	
	
	
	

	ended 30 September 2013
	
	
	
	
	

	   
	
	
	
	
	

	Revenue from sale of goods
	6,516
	
	40
	
	6,476

	Other income
	22
	
	(36)
	
	58

	Cost of sale  of goods
	7,036
	
	(4)
	
	7,032

	
	
	
	-
	
	


30 Events after the reporting period

During 1 October 2014 to present, the Company paid to redeem the undue debentures to GS Securities in the amount of Bah 5 million.
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