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Vision
We will be a world-class steel industry leader.

Mission
� Entering into the global market with a wide range of steel products

� Growing our business through increased production capacity at lower costs

� Improving and developing products that best address customers’ demand

� Developing human resources continuously

� Preserving the environment and contributing to the betterment of the society

� Adding value to stakeholders
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     

                





               
  

                 


             

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             



  
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            

               



              

 


               



 



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

             



            









 

 

 
 


 

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 


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



















 

 
  

 





 
 

 
 
 



 











 


 











 


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                
              




             
    



 
    


                    



               


              


   
















Nature

of Business



7G Steel Public Company Limited

 














 


















              

 










 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 













     
      

       
       
       
       

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        
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
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               

 


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                
   


              
               

          

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




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

          

             
    
   
             

              

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

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

  
                


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


    



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


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 

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









18 G Steel Public Company Limited

 


















































 


















































































































 







































 





















  




























































































 
















 












  















19G Steel Public Company Limited

 


















































 


















































































































 







































 





















  




























































































 
















 












  















20 G Steel Public Company Limited

 

















 




























































































































































































































 



 
 

 
 
 
 
 
 





























 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 












































 
































21G Steel Public Company Limited

 


 
 

 
 
 
 
 
 





























 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 












































 
































22 G Steel Public Company Limited

 

 
 

 
 
 
 






























 
 

 

 


















































































































 

 
 
 
 































 
 

 

 
















































































































23G Steel Public Company Limited
 

 
 
 
 































 
 

 

 













































































































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Shareholding

Structure

 











   





  
   
   
   
   
   
   
   
   
   
   

  






  
 
 
 
   





   
   
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
           

        



 



           



          










                



              

 


              




              


            







 Management

Structure
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              
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    
   
    
    
    
   
   
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   
   
   
   

             

              




            




 


              


 


 
         





              



      
       


                 


 


                

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 

  
  
  
  
  
  
  



   


      

   



           





            
        


              





               
           
     
          
    

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

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      

   



              
   
            

              
          



  
  
  
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









              
     


              




             










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




              


                 


           




     
          



 



            

  


   


          

              

          



  
  
  
  
  
  

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 


 












 





            
      
            



        
      
             
            
          
          
    



  
  
  
  
  
  





                 

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


           





 


            


       



   
   
   
   
   
  
   
   
   
  
  
  
  




    




     









33G Steel Public Company Limited
 

           







               


  
     


             
            
















  
  
  
  
  
  
  


              







 

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             
    
      
         


           
            


            
 



                


             


              
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             

   
          










Remuneration

for the Board of Directors and the Management
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 













































      




      




      




      




      




      




      




      




      




      




      




      




      




      




      





      








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 





  
           




        


 
 
 
 
 
 
     

         
         
         
          

 
         
         
         
          

         
          
         
         
          


  
 

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



  














 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
 





 
















39G Steel Public Company Limited
 














 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 
 





 













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



             




















  

   
   
   
   
   
   
   
   
   
   
   
   
   
   
   














  

   
   
   
   







Shareholding

of the Board of Directors and the Management
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





            
    
                
        
   









               
            
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


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              
              

             



    

               


                 
             
             
             

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
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
   
        
     
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             
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
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      

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                
                


             
              
  


              




            






             


     





 



           











45G Steel Public Company Limited 


              


               







               
              
                

             
           

              



 



    


     





            













       




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



                
   
           
      

                








           
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   
              


        





              


            







            


          


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

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

 
 







          
             



















              




            




             











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


    

     



   


           

      






     












  


          

              
 














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









              





  
   


 
      



             


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


    





             







              


              


              


              




           


             


           

             

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

           
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              
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







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            






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 




      
       



  



             



            

  







               





         


               
    
  



           
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                 
              
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              
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        
           
                
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            



            




     

               

        



             





            










 




  
  
  
  
  
  
  
  
  
  
  
  
  


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
             


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             
            
              
               



            
            
   
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          
     





  


     
       
   


            


      
              
              









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     
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             
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               
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     
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      
              
              










     


          
             




             





              

  
               


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

 





            
                 






              

             








    


              


                

             



       



            







               

        
      
 

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                
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 

                



              
      
               
     



        


      



              
             




               
      
             













  
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
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                 



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

                












           

       














 Risk
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 



            

             
          



             
               
               
             
               


          
               






      


              

                  
            
                 


             

  





               



           

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            
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






               

               




             
  
         



  





  

 

                  

             
            




 









          


 


                
              





 


            






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



              
       
                
       






      



               



       










 
                


   







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
          


               






      






             
 

           

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                 
             

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

           







70 G Steel Public Company Limited 





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             
              
              
           
          
             

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              
   



             
            
                 



              


             





             

             
        
      






Internal

Control and Audit System
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

              

    
                


     




 
               









           

          
            
             







    
                

















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

            






             

           




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             
              
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                


             






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

 
















 




























 
 

 









































 


































 


 


 


 










































 






               

             



            

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











 




























 
 

 









































 


































 


 


 


 









































Connected

Transactions

 






               

             



            


             
              
           

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


















 

 


 

 

 


 

 











































 











 











 






 









 



















 



























 

 

















 









 









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

 









 



















 



























 

 

















 









 









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

 









 




















 

 

 
 

 

 
 

 






































 










 







 




















 

 














 









 

























 
































 


 


 










































 

 

 


 








































    



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

 









 




















 

 

 
 

 

 
 

 






































 










 







 




















 

 











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

 









 






















 










 






















 


 


 
 
























 








     








     









     






    




 






  

 









 






 












 














 


 
















 


 

 


 






























 











 















 

















 


 


 



















 






 







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

 












 














 


 
















 


 

 


 






























 











 















 

















 


 


 



















 






 







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

 







 














 
 




 


 

 

 

















 

















 



 



















 

 












 













 














 


 


 
 























 












 






   



    

              


               
    

                


              


                
   


 
            


             
    


 
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







               
        

       

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 



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   

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    

              


               
    

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

 


              
             


 
             



 
              


   
       






Corporate

Social Responsibility
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 

              
           


 
            



 








 
    





 
     

                





 
            





 


               




 




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
 



    




 


            
            
  


 



      

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

 

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

 
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            
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                
        

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
            

             



                  


           


   


            

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


              


        
            
              

             










          


            



   
             
  

  

       
         
              

      
     


             


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 Notes

and Analysis of Financial and Operational Performance Result
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               


            
      
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                

                


 
             

    





        

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 


       
    


 
            




 






 
 

              
     


 
    


             


 
            

        

       
               


 
               

          
             
               







93G Steel Public Company Limited
 

 
               


  


               





    


















      





 
 


          


 

  





 





94 G Steel Public Company Limited




               


      





 


 


             

            


 
             





 


 


             


 



              


         


 
            


 





95G Steel Public Company Limited




 


 





  


 

              


 


            


   


 


    





     


   


 


                 





             


 
 


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


 


              


 
               
               


 


             





 

            


 


               
     
    





             




            



 
             


 
 


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


             


           


    
  
    



              

                

            
               

             

     



             
           
               
             
              


           


  

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   
         
            

 

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              
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



Board 

of Directors’ Responsibility towards Financial Statements



99G Steel Public Company Limited

Audit Report 

of Certified Public Accountant

 
 
 

1 
 

 
 
 
 
Audit Report of Certified Public Accountant 
 
 
To the Shareholders of G Steel Public Company Limited 
 
 
I have audited the accompanying consolidated and separate balance sheets as at 31 December 2010 and 2009 
(restated) and the related statements of income, changes in equity and cash flows for the year then ended of 
G Steel Public Company Limited and its subsidiaries (the “Group”), and of G Steel Public Company Limited 
(the “Company”), respectively. The Company’s management is responsible for the correctness and 
completeness of information presented in these financial statements.  My responsibility is to express an 
opinion on these financial statements based on my audits.  
 
Except as described in the third paragraph, I conducted my audits in accordance with generally accepted 
auditing standards.  Those standards require that I plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.  An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation.  I believe that my audits provide a reasonable basis 
for my opinion. 
 
During the year ended 31 December 2009, the Company and a subsidiary, G J Steel Public Company 
Limited (“GJ Steel”), entered into a number of transactions involving the sale of scrap and finished goods, 
respectively, to third parties and the subsequent offset of GJ Steel’s trade receivables (Baht 1,525 million) 
and the Company’s other receivables (Baht 2,422 million) from these transactions against amounts owed to 
the same and other counterparties for machinery purchases. I was unable, during my audit of the above 
transactions, to establish that the Company and GJ Steel had exercised appropriate internal controls over 
these transactions, particularly with respect to credit control procedures, approval of credit facilities, the 
purchasing and tender process (including selection of machinery supplier and cost of machinery purchased) 
or over the offset transactions generally.  I was, therefore, unable to satisfy myself that these transactions 
had been properly entered into and properly recorded by the Company and GJ Steel. These transactions are 
disclosed in Notes 7, 9, 13 and 14 to the 2010 financial statements and were the subject of a special audit 
ordered by the Securities and Exchange Commission (“SEC”), for which the results and the Company’s and 
GJ Steel’s responses and action plans were publicly disclosed on 7 May 2010. 
 
I issued my audit report to the shareholders on the originally issued 2009 consolidated and separate financial 
statements of the Group and the Company on 25 February 2010. This report stated that I was unable to 
express an opinion on those financial statements for the reasons set out in my report. Subsequently, as 
described in Note 41 to the 2010 financial statements, the Company’s management restated the originally 
issued 2009 consolidated and separate financial statements (“2009 restated financial statements”). The 
adjustments made by management in the 2009 restated financial statements were to correct errors in relation 
to previously under-recorded historical supplier liabilities, provisional losses related to performance 
guarantees, tax liabilities and the timing of the recognition of a devaluation provision in respect of scrap 
with soil. I issued an audit report to the shareholders on the 2009 restated financial statements on 23 
September 2010.  In preparing that report, I audited the adjustments that were applied by management in the 
restatement of the originally issued 2009 consolidated and separate financial statements and in my opinion 
those adjustments were appropriate and properly applied. My report dated 23 September 2010 on the 2009 
restated financial statements stated that I was unable to express an opinion on those financial statements 
because of the potentially significant impact on the consolidated and separate financial statements of the 
matters described in the third paragraph of this report and uncertainty as to whether the Company and  
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its subsidiaries would be able to continue as going concerns.  Note 1 to the 2010 financial statements 
provides an updated discussion of the Group and the Company’s current funding status, in consideration of 
which my present opinion on the 2009 restated financial statements, as presented herein, is different from 
the opinion given in my previous audit report dated 23 September 2010. 
 
In my opinion, except for the effects of such adjustments, if any, as may have been necessary in the Group’s 
and the Company’s 2009 restated statements of income with regard to the transactions noted in the third 
paragraph of this report, the consolidated and separate financial statements referred to above present fairly, 
in all material respects, the financial positions of the Group and the Company as at 31 December 2010 and 
2009 (restated) and the results of their operations and their cash flows for the years then ended in accordance 
with generally accepted accounting principles.  
 
Without changing my opinion on these financial statements, I draw attention to the following matters: 
 
As disclosed in Notes 1.2 and 45 to the 2010 financial statements, on 2 March 2011 ArcelorMittal 
Netherlands B.V. (“AM”) announced that it had signed agreements to invest in new capital to be issued by 
the Company, resulting in a 40% shareholding in the Company, and a credit facility agreement with the 
Company and GJ Steel for USD 500 million for working capital, capital expenditure and other corporate 
purposes. The amount of capital to be invested by AM will be determined closer to the completion of the 
transaction.  Completion of the transaction is conditional on a reduction in the outstanding liabilities of the 
Company and GJ Steel and a range of other conditions, including regulatory approvals and approval of the 
shareholders of the Company and GJ Steel. Management is confident that the conditions for AM’s 
investment can be met and that the investment will be successfully completed during 2011 and will develop 
the Group’s and the Company’s potential through an operational, financial and commercial turnaround.  
Note 1.2 details the financial position and results of the Group and the Company as at and for the year ended 
31 December 2010, and other circumstances, including default of loan covenants, which would otherwise 
have given doubt on the Group’s and the Company’s ability to continue as going concerns. The consolidated 
financial statements of the Group and separate financial statements of the Company have been prepared on 
the going concern basis on the assumption that AM’s investment in the Group and the Company will be 
successfully completed. 
 
 
 
 
 
(Wilai Buranakittisopon)  
Certified Public Accountant 
Registration No. 3920 
 
KPMG Phoomchai Audit Ltd. 
Bangkok 
4 March 2011 
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G Steel Public Company Limited and its Subsidiaries

Balance sheets

As at 31 December 2010 and 2009 (restated)

Assets Note 2010 2009 2010 2009

(restated) (restated)

Current assets

Cash and cash equivalents 6, 40 75,183,363 60,575,747 18,178,077 17,658,714

Current investments 40 5,242,964 3,404,626 - -

Trade accounts receivable 4, 5, 7 644,433,104 1,089,814,024 226,347,305 996,665,965

Amounts receivable from related parties 4 - - 111,282,981 390,155,972

Inventories 8, 39 3,610,140,104 1,749,663,370 2,572,416,492 691,187,498

Receivables from scrap sales 4, 5, 9 - - - -

Other current assets 4, 10 716,957,543 682,322,795 269,662,942 425,853,210

Total current assets 5,051,957,078 3,585,780,562 3,197,887,797 2,521,521,359

Non-current assets

Restricted deposits at financial institutions 11, 40 204,208,585 200,440,841 27,493,574 31,725,449

Investments in subsidiaries 12 - - 3,066,378,647 3,502,800,000

Receivable from related party for offsetting transaction 4 - - 957,881,336 992,236,875

Long-term loans to and receivables from others 70,506,489 69,740,943 - -

Advance payment for purchases of property, plant

   and equipment 4, 13 152,000,000 3,938,128,842 - 3,821,129,342

Property, plant and equipment 14 39,405,924,078 47,833,599,105 18,335,621,074 23,303,508,734

Intangible assets 15 57,473,697 93,387,737 16,599,467 31,454,706

Other non-current assets 4, 16 503,667,962 610,951,640 247,499,853 311,650,709

Total non-current assets 40,393,780,811 52,746,249,108 22,651,473,951 31,994,505,815

Total assets 45,445,737,889 56,332,029,670 25,849,361,748 34,516,027,174

Consolidated Separate  

 financial statements

(in Baht)

 financial statements

The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.

Balance sheets
G Steel Public Company Limited and its Subsidiaries

As at 31 December 2010 and 2009 (restated)
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The accompanying notes are an integral part of these financial statements.

G Steel Public Company Limited and its Subsidiaries

Balance sheets

As at 31 December 2010 and 2009 (restated)

Liabilities and equity Note 2010 2009 2010 2009

(restated) (restated)

Current liabilities

Short-term loans from financial institutions 17 201,259,479 228,828,689 201,259,479 228,828,690

Trade accounts payable 4, 5, 18 10,833,539,918 9,754,213,734 7,815,797,034 6,431,967,517

Current portion of liabilities which were included 

   under rehabilitation plan 23 381,396,930 15,124,429 14,260,686 15,124,430

Current portion of long-term loan from 

   financial institution 17 1,377,326,790 2,132,510,750 - -

Bonds 17 372,026,932 5,668,531,420 372,026,932 5,668,531,420

Short-term loan from other parties 17 656,635,591 481,114,518 517,971,044 406,774,342

Loan from shareholder 17 405,027,456 - - -

Advances received from customers 4, 19 3,590,787,422 3,366,675,190 2,182,592,744 1,784,553,409

Accrued expenses 4 1,408,190,567 1,168,336,410 269,104,149 228,633,858

Accrued interest expenses 20 2,433,579,430 1,555,981,383 1,639,160,707 1,325,002,510

Provisions 21 2,897,603,653 1,977,428,028 1,302,278,245 884,191,549

Other current liabilities 4, 22 1,977,666,259 2,047,983,695 1,254,793,785 1,328,102,688

Total current liabilities 26,535,040,427 28,396,728,246 15,569,244,805 18,301,710,413

Non-current liabilities

Liabilities which were included under rehabilitation plan

   - net of current portion 23 529,526,160 952,228,877 529,526,161 562,973,119

Finance lease liabilities 17 1,280,781 - 1,280,781 -

Bonds 17 669,656,810 - 669,656,810 -

Total non-current liabilities 1,200,463,751 952,228,877 1,200,463,752 562,973,119

Total liabilities 27,735,504,178 29,348,957,123 16,769,708,557 18,864,683,532

Consolidated Separate  

(in Baht)

 financial statements financial statements

The accompanying notes are an integral part of these financial statements.
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Balance sheets
G Steel Public Company Limited and its Subsidiaries
As at 31 December 2010 and 2009 (restated)
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The accompanying notes are an integral part of these financial statements.

G Steel Public Company Limited and its Subsidiaries

Balance sheets

As at 31 December 2010 and 2009 (restated)

Note 2010 2009 2010 2009

(restated) (restated)

Equity

Share capital 24

   Authorised share capital 18,960,000,000 13,860,000,000 18,960,000,000 13,860,000,000

   Issued and paid-up share capital 16,481,695,198 13,760,435,198 16,481,695,198 13,760,435,198

Surplus on ordinary shares

    Share premium 25 1,145,125,214 1,976,477,530 1,145,125,214 1,976,477,530

    Premium on capital reduction 206,307,094 206,307,094 206,307,094 206,307,094

Retained earnings (deficits)

    Appropriated-legal reserve 25 763,976,886 763,976,886 763,976,886 763,976,886

    Unappropriated (8,759,940,632) 1,353,852,912 (9,517,451,201) (1,055,853,066)

Total equity attributable to equity holders 9,837,163,760 18,061,049,620 9,079,653,191 15,651,343,642

Minority interest 7,873,069,951 8,922,022,927 - -

Total equity 17,710,233,711 26,983,072,547 9,079,653,191 15,651,343,642

Total liabilities and equity 45,445,737,889 56,332,029,670 25,849,361,748 34,516,027,174

(in Baht)

Separate  Consolidated

 financial statements  financial statements

The accompanying notes are an integral part of these financial statements.
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Balance sheets
G Steel Public Company Limited and its Subsidiaries
As at 31 December 2010 and 2009 (restated)



G Steel Public Company Limited and its Subsidiaries
For the years ended 31 December 2010 and 2009 (restated)

G Steel Public Company Limited and its Subsidiaries

Statements of income

For the years ended 31 December 2010 and 2009 (restated)

Note 2010 2009 2010 2009

(restated) (restated)

Income

Revenue from sale of goods and rendering of

     production services 4, 5, 27 22,904,289,734 21,951,676,472 7,856,484,328 9,839,959,917

Revenue from rendering of services 4 - - - 402,995,660

Reversal of bad and doubtful debts expense 31 133,732,485 - - -

Reversal of allowance for devaluation of inventories 8 902,667,249 3,888,479,364 913,693,213 2,076,078,095

Reversal of provision for loss on purchase

   orders for undelivered raw material 21 349,964,810 - 221,946,374 -

Net foreign exchange gain 2,057,434,608 786,224,675 1,237,462,302 562,654,685

Gain from debt restructuring 17 3,187,595,196 - 3,187,595,196 -

Other income 4, 5 170,411,875 436,212,992 122,179,494 252,622,707

Total income 29,706,095,957 27,062,593,503 13,539,360,907 13,134,311,064

Expenses

Cost of sale of goods and rendering of production services 4, 5, 8 23,295,293,320 30,981,178,294 8,480,825,438 13,674,789,085

Selling expenses 5, 28 279,517,611 309,783,442 96,072,035 151,035,660

Administrative expenses 4, 5, 29 1,407,513,552 1,389,269,212 821,228,128 553,939,729

Management benefit expenses 30 75,531,170 68,052,622 46,076,476 32,753,819

Loss on purchase orders

  for undelivered raw materials 21 - 476,165,899 - 348,147,462

Losses related to performance guarantee 41 58,199,496 620,007,048 - -

Bad and doubtful debts expense 31 - 1,029,047,944 62,121,017 4,356,951,487

Loss on impairment of assets 32 11,267,088,073 1,715,383,448 8,983,356,797 1,906,992,628

Other expenses 33 3,238,690,601 1,955,189,139 2,053,623,598 682,555,919

Total expenses 39,621,833,823 38,544,077,048 20,543,303,489 21,707,165,789

Loss before finance costs (9,915,737,866) (11,481,483,545) (7,003,942,582) (8,572,854,725)

Finance costs 35 (2,251,663,129) (2,058,114,955) (1,457,655,553) (1,178,357,649)

Loss for the year (12,167,400,995) (13,539,598,500) (8,461,598,135) (9,751,212,374)

Attributable to :

     Equity holders of the Company (10,113,793,544) (10,314,625,385) (8,461,598,135) (9,751,212,374)

     Minority interests (2,053,607,451) (3,224,973,115) - -

Loss for the year (12,167,400,995) (13,539,598,500) (8,461,598,135) (9,751,212,374)

Basic loss per share 38 (0.73) (0.75) (0.61) (0.71)

Consolidated Separate  

 financial statements

(in Baht)

 financial statements

The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.

Statements
of income
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G Steel Public Company Limited and its Subsidiaries

Statements of cash flows

For the years ended 31 December 2010 and 2009 (restated)

Note 2010 2009 2010 2009

(restated) (restated)

Cash flows from operating activities

Loss for the year (12,167,400,995) (13,539,598,500) (8,461,598,135) (9,751,212,374)

Adjustments for

Depreciation and amortisation 1,419,771,599 1,655,234,285 602,811,266 679,099,684

Loss on impairment of assets 32 11,267,088,073 1,715,383,448 8,983,356,797 1,906,992,628

Interest income (5,014,311) (3,660,844) (65,852,585) (106,594,256)

Finance costs 2,251,663,129 2,058,114,955 1,457,655,553 1,178,357,649

(Reversal of) bad and doubtful debts expense 31 (133,732,485) 1,029,047,944 62,121,017 4,356,951,487

Reversal of allowance for devaluation of inventories (902,667,249) (3,888,479,364) (913,693,213) (2,076,078,095)

(Reversal of) loss on confirmed purchase orders

      for raw material (349,964,810) 476,165,899 (221,946,374) 348,147,462

Unrealised gain on exchange (1,685,837,876) (775,421,340) (1,129,410,702) (538,321,384)

Discount of liabilities  included under the

   rehabilitation plan - (127,631,185) - (127,631,185)

Loss on write-off of tax benefit 33 - 947,772,631 - -

Gain from sale of other long-term investment - (2,680,324) - -

Loss from sale of investment in subsidiary 33 613,159,132 - - -

Loss on contract termination 33 289,491,303 - 289,491,303 -

Provision for tax - related liabilities 33 822,364,959 802,769,092 350,541,767 477,908,506

Losses related to performance guarantees 58,199,496 620,007,048 - -

Loss from disposal of assets 68,954,997 5,893,681 30,163,733 746,312

Loss on purchase of inferior raw material 33 100,084,678 - - -

Gain from debt restructuring 17 (3,187,595,196) - (3,187,595,196) -

Consulting fee for bonds restructuring 90,000,000 - 90,000,000 -

(1,451,435,556) (9,027,082,574) (2,113,954,769) (3,651,633,566)

Changes in operating assets and liabilities

Trade accounts receivable (216,811,121) 281,568 187,851,527 (90,981,506)

Amount receivable from related parties (1,446,907) - 264,183,476 (544,040,964)

Inventories (957,809,485) 6,706,440,255 (967,535,781) 2,134,784,288

Receivables from scrap sales 825,000 317,000,921 825,000 317,000,921

Other current assets (124,459,689) 856,570,339 67,874,334 56,389,158

Receivables from others (765,546) - - -

Other non-current assets (92,040,487) (160,077,184) (35,270,925) (42,074,016)

Trade accounts payable 1,943,696,102 2,728,527,378 2,013,135,560 1,945,656,244

Advances received from customers 224,112,232 (200,502,320) 398,039,335 (171,167,994)

Accrued expenses 187,064,248 851,653,851 40,470,291 558,922,022

Other current liabilities 727,758,083 367,057,240 146,723,101 (32,941,541)

Income tax recovered - 1,158,246 - 1,158,246

Income tax paid (1,492,095) (983,273) (1,446,907) (942,184)

Net cash flows provided by operating activities 237,194,779 2,440,044,447 894,242 480,129,108

 financial statements

(in Baht)

Consolidated Separate  

 financial statements

The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.

G Steel Public Company Limited and its Subsidiaries
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of cash flows 
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The accompanying notes are an integral part of these financial statements.

G Steel Public Company Limited and its Subsidiaries
For the years ended 31 December 2010 and 2009 (restated)

Statements
of cash flows (continued) 
G Steel Public Company Limited and its Subsidiaries

Statements of cash flows (continued)

For the years ended 31 December 2010 and 2009 (restated)

Note 2010 2009 2010 2009

(restated) (restated)

Cash flows from investing activities

Interest received 5,017,360 4,415,555 64,705,206 683,827

Increase in current investment (1,838,338) (2,568,886) - -

(Increase) decrease in restricted deposits 

   at financial institutions (3,767,744) 347,042,511 4,231,875 406,390,476

Purchase of property, plant and equipment (38,449,895) (105,892,860) (30,490,384) (30,551,611)

Proceeds from sales of property, plant and equipment 1,154,979 - 1,154,979 -

Purchase of intangible assets (26,467,622) (836,177) (9,824,838) -

Proceeds from receivable from 

   related party for offsetting transaction - - 67,856,686 -

Loans to subsidiary - (23,100,000) (704,457,852)

Advance for purchase of property, plant and equipment (47,000,000) (144,195,444) - (19,712,791)

Proceeds from sale of other long-term investment - 21,908,000 - -

Payment for investing in subsidiaries - - (41,446,121) -

Proceeds from sales of investment in subsidiary 330,706,200 - - -

Net cash flows provided by (used in) investing activities 219,354,940 119,872,699 33,087,403 (347,647,951)

Cash flows from financing activities

Finance costs paid (311,331,408) (1,276,179,378) (111,145,124) (517,955,683)

Payment of liabilities which were included under

     rehabilitation plan (7,247,045) (12,651,607) (7,247,045) (12,651,608)

Proceeds from short-term loans from financial institutions - 1,035,355,334 - 157,709,202

Repayment of short-term loans from financial institutions (10,426,879) (2,421,708,404) (10,426,879) (239,452,842)

Proceeds from short-term loans from related parties - - 737,570 -

Proceeds from short-term loans from other parties 2,059,299,801 1,204,974,955 135,000,000 569,528,499

Repayment of short-term loans from other parties (1,897,739,577) (784,270,298) (40,000,000) (143,219,808)

Repayment of long-term loans from financial institutions (335,168,000) (399,057,746) - -

Repayment of finance lease liabilities (380,804) - (380,804) -

Proceeds from issue of ordinary shares of subsidiary to

     minority interests 284,580 - - -

Proceeds from issue of warrants of subsidiary to 

     minority interests 60,504,563 - - -

Net cash flows used in financing activities (442,204,769) (2,653,537,144) (33,462,282) (186,042,240)

Net increase (decrease) in cash and cash equivalents 14,344,950 (93,619,998) 519,363 (53,561,083)

Cash and cash equivalents at beginning of year 60,575,747 157,112,130 17,658,714 71,219,797

Effect from exchange rate at end of year 262,666 (2,916,385) - -

Cash and cash equivalents at end of year 75,183,363 60,575,747 18,178,077 17,658,714

Consolidated Separate  

 financial statements  financial statements

(in Baht)

The accompanying notes are an integral part of these financial statements.
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The accompanying notes are an integral part of these financial statements.

G Steel Public Company Limited and its Subsidiaries
For the years ended 31 December 2010 and 2009 (restated)

Statements
of cash flows (continued) G Steel Public Company Limited and its Subsidiaries

Statements of cash flows (continued)

For the years ended 31 December 2010 and 2009 (restated)

Note 2010 2009 2010 2009

(restated) (restated)

Non-cash items

Conversion of bonds to share capital 17, 24 1,790,094,600        - 1,790,094,600        -

Issue of ordinary shares to pay for consulting fee

     (including VAT) 24 99,813,084             - 99,813,084             -

Offset of receivables from scrap sales and payables 

     from purchase of machineries 9 434,554,936           - 434,554,936           -

Transfer of receivables from scrap sales to receivable 

     from related party for offsetting transaction 4(i), 9 33,501,147             - 33,501,147             -

Offset of trade accounts receivables and payables 

  from purchase of machineries 4(h) 353,290,000           - - -

Transfer of long-term loan from financial institution and

     accrued interest expense to loan from shareholder 17 405,027,456           - - -

Purchase of vehicle under finance lease liabilities 2,190,000               - 2,190,000               -

Purchase of machineries by off-setting with 

     trade accounts receivable 7, 14 - 1,524,977,150 - -

Purchase of machineries by off-setting with 

     other receivables from scrap sales 9, 14 - 2,434,430,662 - 1,442,193,787

Transfer other receivables from scrap sales to

   amount receivable from related parties 9, 14 - - - 992,236,875

(in Baht)

Consolidated Separate  

 financial statements  financial statements

The accompanying notes are an integral part of these financial statements.
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These notes form an integral part of the financial statements. 
 
The financial statements were authorised for issue by the Board of Directors on 4 March 2011. For all 
figures referenced as “restated”, please refer to Note 41 for details of the restatement adjustments 
prepared and applied by management. 

 
1 General information and going concern 
 
1.1 General information 

 
G Steel Public Company Limited, the “Company”, is incorporated in Thailand and has its registered 
office as follows: 
 
Head office : 88, Paso Tower, 18th Floor, Silom Road, Suriyawong, Bangrak, Bangkok 
   
Factory : 55 Moo 5, SSP Industrial Estate, Tambol Nonglalog, Amphur Bankhai, 

Rayong 21120 
 
The Company was listed on the Stock Exchange of Thailand (the “SET”) on 25 January 2006. 
 
The Company’s major shareholders during the financial year were Superior Overseas (Thailand) Co., 
Ltd. (18.33% shareholding) and the Khunying Patama Leeswadtrakul Group (10.84% shareholding). 
 
The principal activities of the Company are the manufacturing and distribution of hot rolled coil steel 
products.  
 
Details of the Company’s subsidiaries as at 31 December 2010 and 2009 were as follows: 
 

  Country of Ownership interest 
Name of the entity Type of business incorporation (%) 
   2010 2009 
Direct subsidiaries     
Siam Professional Holdings Co., Ltd.  Investment  Thailand 99.99 99.99 
  (“SPH”) holdings company    
     

G J Steel Public Company Limited  Manufacture and  Thailand 44.12 49.66 
  (“GJ Steel”) (held by Oriental  distribution of hot     
  Access Co., Ltd. 21.68 %) rolled coil steel     
 products    
     

GS Notes Holding Company Limited Special-purpose Thailand 99.99 - 
  (“GS Notes Co”) restructuring entity    
     
     

Indirect subsidiaries     
Oriental Access Co., Ltd. (“OAC”)  Consulting service  Thailand 99.97 99.97 
  (held by SPH 99.98%) and investing    
     

G Steel Public Company Limited and its Subsidiaries
For the years ended 31 December 2010 and 2009 (restated)

Notes
to the financial statements
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On 4 February 2010, the Company’s Board of Directors appointed Turnaround Steel Management 
LLC (“TSM”) to assist the Company and its subsidiaries (including GJ Steel) in its business 
restructuring and recapitalization.  In conjunction with the appointment of TSM, the Company’s 
Board of Directors appointed Mr. Ahab Garas to the position of Co-Chief Executive Officer and Mr. 
Ari Levy to the position of Chief Financial Officer in order to ensure that appropriate levels of internal 
controls have been reinstated and in some cases, strengthened.  Mr. Garas and Mr. Levy were also 
appointed Executive Directors to the Board of Directors of the Company.  Mr. Levy was likewise 
appointed to the Board of Directors of GJ Steel, and Mr. Garas was appointed as an advisor to the 
Board of Directors of GJ Steel. 
 
The Company and GJ Steel are currently engaged in efforts to refinance and restructure their 
operations. These activities have been ongoing following the appointment of the new management 
team, as noted above, in February 2010.  Please see Note 1.3 for a further statement concerning the 
Company’s and GJ Steel’s restructuring efforts. 
 
The Company and its subsidiaries are hereafter referred to as the “Group”.   
 

1.2  Going concern 
 

The Group and the Company made losses for the year ended 31 December 2010 of Baht 12,167 
million and Baht 8,462 million, respectively (2009 (restated): Baht 13,540 million and Baht 9,751 
million, respectively). As at 31 December 2010 net current liabilities exceeded net current assets by 
Baht 21,483 million and Baht 12,371 million, respectively (2009 (restated): Baht 24,811 million and 
Baht 15,780 million, respectively), with many of its trade accounts payable to suppliers being 
significantly overdue for payment. The Group and the Company are experiencing severe liquidity 
problems due to the limited working capital funding facilities currently in place, with those that are 
currently in place bearing punitive capital costs. The Group needs to generate sufficient operating cash 
flows to meet its working capital requirements and operating obligations. 
 
As at 31 December 2009, OAC was unable to make loan principal installment payments due and 
payable totaling approximately Baht 2,133 million (USD 63.6 million). Subsequent to 31 December 
2009, OAC was informed that the loan facility provider (the “Lenders”) had enforced a shareholder 
pledge of property reducing the balance OAC owed the Lenders to Baht 1,833 million (USD 55.5 
million). On 1 February 2010, OAC and its lenders entered into the standstill agreement as described 
in Note 17, which also provides further details of the pledge enforcement. The principal balance due to 
the Lenders, exclusive of interest and fees, as at 31 December 2010 amounted to Baht 1,377 million 
(USD 45.5 million).  

 
Without the announcement referred to in the following paragraph, these circumstances would have 
given doubt on the Group’s and the Company’s ability to continue as going concerns and to realize the 
carrying values of their assets. Refer in particular to Notes 13 and 14 which disclose the key 
assumptions made by management in valuing the Group and the Company’s property, plant and 
equipment and assets under construction and installation. The consolidated and separate financial 
statements as presented do not include any adjustments that would be required (including any which 
may be required in relation to the valuation of the Company’s or its subsidiaries’ assets) should the 
Group and the Company be unable to complete the conditions precedent to the investment agreements 
noted in the following paragraph or generate sufficient cash flows and/or raise additional financing 
from other sources in order to enable them to continue as going concerns. 
 
Company management has obtained an investment commitment from ArcelorMittal Netherlands B.V. 
(“AM”) who is seeking to complete an investment in the Group during 2011. Commercial terms have 
been agreed and equity subscription agreements and a loan agreement documenting the proposed 
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investment were entered into by the Group and AM on 1 March 2011. Refer to Note 45.1 for further 
details of these agreements. 
 
In addition, the Group has completed discussions with several of its major trade creditors concerning a 
rescheduling of amounts owed to them via an extended repayment plan (as detailed in Note 45.2).  
As a result of the Group’s rescheduling of these liabilities, a significant portion of the liabilities listed 
as current liabilities on the Group’s balance sheet as at 31 December 2010 will be reclassified as long 
term liabilities during the three-month period ending 31 March 2011.   
 
Management is confident that AM’s investment will be successfully completed during 2011 and will 
develop the Group and the Company’s potential through an operational, financial and commercial 
turnaround. The financial statements of the Group and the Company have been prepared on a going 
concern basis on the assumption that AM’s investment, and the restructuring of the amounts due to the 
major trade creditors as mentioned above, will be successfully completed during 2011.  
 

1.3  Refinancing and restructuring 
 

(a)  Shareholder guarantee 
 
In an effort to facilitate the recapitalization of the Group and to enhance the Group’s equity value, 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 and GJ Steel 

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 have not yet paid the Company 
and GJ Steel for such goods. 

 
- The receivables from these customers have been outstanding and overdue and, as such, the 

Company and GJ Steel have fully provisioned the unpaid receivables. The Company and GJ Steel 
are entitled to receive payment in full from the customers for the previously provisioned 
receivables and intend to vigorously pursue all legal remedies and rights available under the laws 
of the Kingdom of Thailand. As at 31 December 2010, the gross receivables due to the Company 
was Baht 846 million and due to GJ Steel was Baht 445 million. 

 
- In order to enhance the Group’s equity value as its embarks on a recapitalization program, the 

Lead Shareholder has entered into an agreement with the Company and GJ Steel which provides 
for a three-year irrevocable guarantee in favour of the Company and GJ Steel covering full 
recovery of the aforementioned unpaid receivables. 

 
- Additionally, in order to facilitate a complete recapitalization of the Company and GJ Steel, 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 GJ Steel for a period of five (5) 
years. 

 
The Lead Shareholder agreed to cause a Company shareholder (“Shareholder 1”) and another 
Company shareholder (“Shareholder 2”) to deposit 210 million and 760 million of their shares, 
respectively, in the Company as collateral with a custodian designated by the Company (the “Agent”) 
as approved by the Board of Directors of the Company and GJ Steel.  The Shareholder 2 shares were 
deposited for the benefit of GJ Steel.  The Shareholder 1 shares were deposited for the benefit of the 
Company.   
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Additionally, Shareholder 1 and Shareholder 2 have also agreed to pledge their rights to receive a total 
of 1,500 million shares in the Company to the Agent as follows: 
 
(i) Shareholder 1 - Having had its Company shares in the Company force-sold to provide liquidity to 

the Lenders, it is intended that Shareholder 1 will receive an equivalent number of shares (850 
million) from OAC. Shareholder 1 has agreed to provide these newly-issued shares to the Agent 
within 5 days of them being issued by OAC. In addition, Shareholder 1 owns 150 million shares in 
the Company which are also currently pledged to the Lenders, and these have been agreed to be 
provided to the Agent within 5 days of being released from collateral by the Lenders.  

 
(ii) Shareholder 2 – This shareholder has pledged 500 million shares to the Lenders as collateral for 

OAC’s debt facilities. Shareholder 2 intends to obtain the Lender’s permission to release these 
shares from the Lender’s collateral, and within 5 days following release of these shares, provide 
them to the Agent. 

  
The Board of Directors of the Company and GJ Steel agreed to accept the collateral package in support 
of the previously entered guarantee. The above-outlined collateral package was confirmed deposited in 
its entirety with the Agent on 10 September 2010.  The Company’s and GJ Steel’s management has 
decided not to recognize any asset or benefit to the Group in its financial statements in respect of this 
guarantee, given the uncertainty over appropriate valuation principles to adopt in respect of the 
guarantee. As such, upon the earlier of (a) the closing of the transaction with AM, (b) when repayment 
is obtained from these customers or (c) when the guarantee is exercised at the end of the three-year 
period, the Company and GJ Steel will reverse allowances held in respect of guaranteed doubtful debts 
to the assessed value of the guarantee (under (a)), repayments received (under (b)) or collateral 
executed (under (c)), respectively. 
 
(b) Bonds Restructuring 

 
On 29 July 2010, the Company’s Board of Directors announced its approval of the following: 

 
 The establishment of a 99.99% owned subsidiary, GS Notes Co., with a registered capital of Baht 1 

million.  The objective of GS Notes Co is to restructure the Bonds (as defined in Note 17); 
 
 An increase in the Company’s registered capital from Baht 13,860 million to Baht 18,960 million 

via the authorization of an additional 5,100 million shares of the Company. Through the capital 
increase, the Company will have the authority to issue up to 5,100 million shares of the Company to 
GS Notes Co via a private placement transaction. GS Notes Co would have the ability to use up to 
5,100 million shares of the Company to exchange for the Bonds (the “Bond Exchange Program”). 
The Bond Exchange Program supersedes the Company’s restructuring plans announced on 29 
March 2010 (as disclosed in Note 1.1 to the Company’s financial statements for the period ended 31 
March 2010); and 

 
 The scheduling of an extraordinary general meeting of shareholders to be held on 3 September 2010 

to approve the proposed capital increase of the Company and share allocation to GS Notes Co. 
 
GS Notes Co was registered with the Ministry of Commerce on 9 August 2010. 
 
On 25 August 2010, the Company’s Board of Directors approved additional resolutions concerning GS 
Notes Co as follows: 
 
 An allocation of up to 200 million shares of the Company to a financial advisor assisting with the 

Bonds Exchange Program. 
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 The cancellation of the previously announced extraordinary general meeting of shareholders on 3 
September 2010 and the immediate rescheduling of such meeting on 29 September 2010. 

 
On 9 September 2010, the Company issued a notice to the holders of the Bonds and provided the 
following information: 
 
 A meeting of the holders of the Bonds will take place on 1 October 2010 (the “Meeting”). 

 
 At the Meeting, the holders of the Bonds will be requested to pass an extraordinary resolution   

(the “Resolution”) which would: 
1. amend and reduce the aggregate principal amount of the Bonds from USD 170 million to USD 

68 million. 
2. waive all accrued interest on the Bonds 
3. revise the Bonds maturity date from 4 October 2010 to 4 October 2015 
4. revise the coupon on the Bonds from 10.50% per annum to 1.00% per annum. 
5. remove certain financial and operational covenants, including the negative pledge. 

 
 Provided that the Resolution is passed by the holders of the Bonds, the holders would be entitled to 

receive shares in the Company for 50% of the aggregate principal of the Bonds (prior to the 
reduction contemplated by the Resolution) using a ratio of 30 Company shares to be received for 
each USD 1 of Bonds’ face value redeemed. 

 
On 4 October 2010, the Company announced that bondholders representing 34.5% of the outstanding 
principal of the Bonds attended the meeting.  As the meeting required participation of bondholders 
representing at least 90% of the outstanding principal of the Bonds per the indenture, the meeting was 
immediately adjourned due to lack of a quorum.  No official subsequent meeting (the “Adjourned 
Meeting”) date was set.  According to the Bonds’ indenture, the Adjourned Meeting requires 
participation of bondholders representing at least 50% of the outstanding principal of the Bonds.  An 
Adjourned Meeting must be scheduled no less than 14 days but no more than 42 days subsequent to 
the Meeting. 
 
On 15 October 2010, the Company announced that it was cancelling the Adjourned Meeting in favour 
of a new first meeting (the “New Meeting”) of bondholders scheduled on 8 November 2010.  The 
cancellation was required as a result of a new equity exchange proposal (the “New Equity Proposal”) 
being offered to the bondholders and a new proposal concerning the extraordinary resolution (the 
“New Resolution”).  The details of the New Resolution and the New Equity Proposal are 
summarized as follows: 
 The aggregate principal of the Bonds would be reduced to USD 68 million as originally proposed. 
 All accrued interest would be waived as originally proposed. 
 The maturity date on the Bonds would be revised from 4 October 2010 to 4 October 2015 as 

originally proposed. 
 The coupon on the reduced principal of the Bonds would be reduced from 10.5% per annum to 

3.00% per annum. 
 The operational and financial covenants, including the negative pledge, would be removed. 
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If the New Resolution is passed, bondholders will be offered the following New Equity Proposal: 
 

1. Bondholders would be entitled to receive shares in the Company for 65% of the aggregate 
principal of the Bonds (prior to the reduction contemplated by the New Resolution) using a ratio 
of 30 Company shares to be received for each USD 1 of face value redeemed. 

2. The remaining 35% of the participating bondholders’ principal would be subject to the treatment 
as outlined in the New Resolution (i.e., subject to a 60% reduction in principal, maturity date 
extended to 4 October 2015, reduced interest rate). 

3. 35.71% of the reduced principal would be paid by the Company to the bondholders on 30 June 
2011. To the extent that the Company could not make this payment in cash, the Company could 
satisfy the payment by offering the bondholders new shares in the Company equal to 50 shares 
per USD 1 of principal due on 30 June 2011.  

 
The New Meeting was conducted on 8 November 2010. Following the New Meeting, the Company 
announced that bondholders representing 55.38% of the outstanding principal of the Bonds attended 
the meeting.  As the meeting required participation of bondholders representing at least 90% of the 
outstanding principal of the Bonds per the indenture, the meeting was immediately adjourned due to 
lack of a quorum. The official subsequent meeting (the “Second Adjourned Meeting”) date was 
scheduled for 22 November 2010. According to the Bonds’ indenture, the Second Adjourned Meeting 
requires participation of bondholders representing at least 50% of the outstanding principal of the 
Bonds.   
 
The Second Adjourned Meeting was conducted on 22 November 2010. The Bondholders representing 
52.07% of the outstanding principal of the Bonds attended the meeting which achieved the necessary 
quorum of at least 50% of the outstanding principal of the Bond. The Second Adjourned Meeting 
passed a resolution to approve the New Equity Proposal as described above by 95% of total attendants.  
 
During 30 September to 29 November 2010, the Bonds’ tender offer period, 28 Bondholders tendered 
the Bonds with principal amount of USD 84 million or equivalent to 49.44% of the total principal 
amount of the Bonds. 
 
On 8 December 2010, GS Notes Co allocated and issued 252 million shares and 20 million shares to 
the Bondholders and the financial advisors for the Bond Exchange Program, respectively. 
 
On 9 December 2010, the bondholders and financial advisors swapped their GS Notes Co’s shares 
with the Company’s shares at the ratio of 10 Company’s shares to 1 GS Notes Co’s share. The Bonds 
acquired by GS Notes Co’s tender offer were subsequently cancelled.  Of the Bond principal that 
remained following the tender offer, USD 86 million, the holders received a 60.0% principal reduction 
to their principal.  Therefore, following the Bond restructuring, USD 34 million of Bond principal 
remains a Company liability.  With respect to the USD 34 million principal that remains outstanding: 

 
 The Bonds’ date of maturity has been reset to 4 October 2015 
 The interest has been reduced 3.0% per annum and is paid semi-annually on 30 June and 30 

December each year. 
 

Refer to Note 24 related to the allocation of the Company’s shares to the Bondholders and financial 
advisors. 
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1.4 Results of Special Audit 
 
On 25 January 2010, the SEC ordered the Company and GJ Steel to provide special audit reports in 
respect of the following issues: sales under credit terms and the acquisition of machineries; the 
recognition of allowance for deterioration of raw materials; construction in process with no progress; 
and advance payments for the purchase of machineries. Both companies submitted their reports to the 
SEC on 7 May 2010 and these reports, along with management’s response to the reports, are publicly 
available through the SET’s electronic system. Company management is continuing to review the 
Company’s internal control framework with respect to the reinstatement and strengthening of 
necessary internal controls. 

 
2 Basis of preparation of the financial statements  

 
The financial statements issued for Thai reporting purposes are prepared in the Thai language. This 
English translation of the financial statements has been prepared for the convenience of readers not 
conversant with the Thai language. 
 

The financial statements are prepared and presented in Thai Baht. All financial information presented 
in Thai Baht has been rounded in the notes to financial statements to the nearest million (unless 
otherwise stated). They are prepared on the historical cost basis except as stated in the accounting 
policies. 
 

The financial statements are prepared in accordance with Thai Financial Reporting Standards 
(“TFRS”); guidelines promulgated by the Federation of Accounting Professions (“FAP”); applicable 
rules and regulations of Thai Securities and Exchange Commission; and with generally accepted 
accounting principles in Thailand. 
 
During 2010, the FAP announced the re-numbering of the following TFRS. 
 
Former no. Revised no.                   Topic 
   
TAS 11 TAS 101  Doubtful Account and Bad Debts 

TAS 26 TAS 102  Income Recognition For Real Estate Business 

TAS 27 TAS 103  Disclosures in the Financial Statements of Banks and Similar    
Financial Institutions 

TAS 34 TAS 104  Accounting for Troubled Debt Restructuring 

TAS 40 TAS 105 Accounting for Investment in Debt and Equity Securities 

TAS 42 TAS 106  Accounting For Investment Companies 

TAS 48 TAS 107  Financial Instruments Disclosure and Presentation  

 
The Group has adopted the revised Framework for the Preparation and Presentation of Financial 
Statements (revised 2009), which was issued by the FAP during 2010 and effective on 26 May 2010. 
The adoption of the revised framework does not have any material impact on the Company’s financial 
statements. 
 
The FAP has issued during 2010 a number of new and revised TFRS which are not currently effective 
and have not been adopted in the preparation of these financial statements. These new and revised 
TFRS are disclosed in Note 46. 
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The preparation of financial statements in conformity with TFRS requires management to make 
judgments, estimates and assumptions that affect the application of policies and reported amounts of 
assets, liabilities, income and expenses. Actual results may differ from estimates. 
 
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting 
estimates are recognised in the period in which estimates are revised and in any future periods 
affected. 
 
Information about significant areas of estimation uncertainty and critical judgments in applying 
accounting policies that have the most significant effect on the amount recognised in the financial 
statements is included in the following notes:  
 
Note 7 & 9 Allowance for doubtful accounts 
Note 8 Allowance for devaluation of inventories 
Note 12 Allowance for impairment of investment in subsidiaries 
Note 13 Allowance for impairment of advance payment for purchases of property, plant and equipment 
Note 14 Appraisal valuations and allowance for impairment of property, plant and equipment and 

impairment 
Note 21 & 44 Provisions and Contingent liabilities 
Note 40 Valuation of financial instruments 
 

3 Significant accounting policies 
 
(a) Basis of consolidation 

 
The consolidated financial statements relate to the Group and the Group’s interests in associates. 
 
Business combinations 
 
Business combinations are accounted for under the purchase method. The cost of an acquisition is 
measured at the fair value of the assets given, equity instruments issued and liabilities incurred or 
assumed at the date of exchange, plus costs directly attributable to the acquisition. 
 
Subsidiaries  
 
Subsidiaries are entities controlled by the Group. Control exists when the Group has the power, 
directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits 
from its activities. The financial statements of subsidiaries are included in the consolidated financial 
statements from the date that control commences until the date that control ceases.  The accounting 
policies of subsidiaries have been changed where necessary to align them with the policies adopted by 
the Group. 
 
Associates 
 
Associates are those entities in which the Group has significant influence, but not control, over the 
financial and operating policies. Significant influence is presumed to exist when the Group holds 
between 20% and 50% of the voting power of another entity. The consolidated financial statements 
include the Group’s share of the income, expenses and equity movements of associates, from the date 
that significant influence commences until the date that significant influence ceases.  When the 
Group’s share of losses exceeds its interest in an associate, the Group’s carrying amount is reduced to 
nil and recognition of further losses is discontinued except to the extent that the Group has incurred 
legal or constructive obligations or made payments on behalf of the associate. 
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Transactions eliminated on consolidation 
 
Intra-group balances and transactions, and any unrealised income or expenses arising from intra-group 
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains 
arising from transactions with associates are eliminated against the investment to the extent of the 
Group’s interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, 
but only to the extent that there is no evidence of impairment. 

 
(b) Foreign currencies 

 
Foreign currency transactions 
 
Transactions in foreign currencies are translated to Thai Baht at the foreign exchange rates prevailing 
at the dates of the transactions.   
 
Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to 
Thai Baht at the foreign exchange rates prevailing at that date. Foreign exchange differences arising on 
transaction are recognised in the statement of income. 
 
Non-monetary assets and liabilities measured at cost in foreign currencies are translated to Thai Baht 
using the foreign exchange rates prevailing at the dates of the transactions. 
 

(c) Cash and cash equivalents 
 

Cash and cash equivalents in the statements of cash flows comprise cash balances, call deposits and 
high liquidity short-term investments. Bank overdrafts that are repayable on demand are a component 
of financing activities for the purpose of the statement of cash flows. 

 
(d) Trade and other accounts receivable 

 
Trade and other accounts receivable are stated at their invoice value less allowance for doubtful 
accounts. 
 
The allowance for doubtful accounts is assessed primarily on analysis of payment histories and future 
expectations of customer payments. Bad debts are written off when incurred. 

 
(e) Inventories 
 

Inventories are stated at the lower of cost and net realisable value. 
 
Cost is calculated using the weighted average cost principle, and comprises all costs of purchase, costs 
of conversion and other costs incurred in bringing the inventories to their present location and 
condition. In the case of manufactured inventories and work-in-progress, cost includes an appropriate 
share of production overhead based on normal operating capacity. 
 
Net realisable value is the estimated selling price in the ordinary course of business less the estimated 
conversion and selling costs. 
 
The Group makes allowance for deteriorated, damaged, obsolete and slow-moving inventories.  
 
The Group recognises an asset and corresponding liability in respect of consignment inventories once 
the Group obtains the rights and responsibilities of legal and economic ownership. 
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(f) Investments 
 
Investments in subsidiaries 
 
Investments in subsidiaries in the separate financial statements of the Company are accounted for using 
the cost method. 

 
Other investments  
 
Other long-term investments represent time deposits with banks which have been pledged as collateral 
for credit facilities obtained from the banks. The Group treats these investments as general investments 
and carries them at cost. 
 
Disposal of investments 
 
On disposal of an investment, the difference between the net disposal proceeds and the carrying 
amount is recognised in the statement of income. 
 

(g) Property, plant and equipment 
 
Owned assets 
 
Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. 
 
Depreciation 
 
Depreciation is charged to the statement of income on a straight-line basis over the estimated useful 
lives of each part of an item of property, plant and equipment. Machinery is, however, depreciated on a 
production unit basis. The estimated useful lives assumed by management in preparing the financial 
statement are as follows: 
 
Buildings and improvements 5 and 20 years 
Machinery and equipment Production unit basis and 
 straight line basis 
 over 5, 10 and 25 years 
Office equipment, furniture and fixtures 5 years 
Vehicles  5 years 
 
No depreciation is provided on freehold land or assets under construction and installation. 

 
(h) Intangible assets 
 

Intangible assets represent cost of computer software and cost of a production licence (licence).  
Intangible assets that are acquired by the Group, which have finite useful lives, are stated at cost less 
accumulated amortisation and impairment losses. Other intangible assets are amortised in the 
statement of income on a straight-line basis over their estimated useful lives from the date that the 
asset is available for use. The estimated useful lives are as follows: 
 
Cost of computer software licence 10 years 
Cost of licence for production 25 years 
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(i) Deferred costs of rolls 
 

Deferred costs of rolls are stated at cost less accumulated amortization. Amortisation is based on 
consumption. 
 

(j) Impairment 
 
The carrying amounts of the Group’s assets are reviewed at each reporting date to determine whether 
there is any indication of impairment. If any such indication exists, the asset’s recoverable amount is 
estimated. 
 
An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds 
its recoverable amount. The impairment loss is recognised in the statement of income unless it reverses 
a previous revaluation credited to equity, in which case it is charged to equity. 

 
Calculation of recoverable amount 

 
The recoverable amount of a non-financial asset is the greater of the asset’s value in use and fair value 
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their 
present value using a pre-tax discount rate that reflects current market assessments of the time value of 
money and the risks specific to the asset. For an asset that does not generate cash inflows largely 
independent of those from other assets, the recoverable amount is determined for the cash-generating 
unit to which the asset belongs. 
 
Reversals of impairment 
 
An impairment loss in respect of a financial asset is reversed if the subsequent increase in recoverable 
amount can be related objectively to an event occurring after the impairment loss was recognised. 
 
Impairment losses recognised in prior periods in respect of other non-financial assets are assessed at 
each reporting date for any indication that the loss has decreased or no longer exits. An impairment 
loss is reversed if there has been a change in the estimates used to determine the recoverable amount. 
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the 
carrying amount that would have been determined, net of depreciation or amortisation, if no 
impairment loss had been recognised.  
 

(k) Interest-bearing liabilities 
 
Interest-bearing liabilities are recognised initially at cost less attributable transaction charges.  
Subsequent to initial recognition, interest-bearing liabilities are stated at amortised cost with any 
difference between cost and redemption value being recognised in the statement of income over the 
period of the borrowings on an effective interest basis. 

 
(l) Trade and other accounts payable 

 
Trade and other accounts payable are stated at cost. 

 
(m) Employee benefits 
 

Provident fund 
 

Obligations for contributions to the provident fund are recognised as an expense in the statement of 
income as incurred. 
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(n) Deferred bond arrangement fees / Discounts or premiums on Bonds 
 
 Bond arrangement fees are recorded as deferred expenses and are amortised on an effective interest 

rate method over the period of Bonds.  
 
 Discounts or premiums on the issuance of Bonds are amortised on an effective interest rate method 

over the period of the Bonds. 
 
 The amortisation of deferred bond arrangement fees and discount or premiums on Bonds is included in 

determining income. 
 
(o) Provisions 

 
A provision is recognised in the balance sheet when the Group has a present legal or constructive 
obligation as a result of a past event, and it is probable that an outflow of economic benefits will be 
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.  
If the effect is material, provisions are determined by discounting the expected future cash flows at a 
pre-tax rate that reflects current market assessments of the time value of money and, where 
appropriate, the risks specific to the liability. 
 
Onerous contracts 
 
A provision for onerous contracts is recognised when the expected benefits to be derived by the Group 
from a contract are lower than the unavoidable cost of meeting the Group’s obligations under the 
contract.  The provision is measured at the present value of the lower of the expected cost of 
terminating the contract and the expected net cost of continuing with the contract.  Before a provision 
is established, the Group recognises any impairment loss on the assets associated with that contract. 

 
(p) Revenue  

 
Revenue excludes value added taxes and is calculated following the deduction of trade discounts. 
 
Sale of goods and services rendered 
 
Revenue is recognised in the statement of income when the significant risks and rewards of ownership 
have been transferred to the buyer. No revenue is recognised if there is continuing management 
involvement with the goods or there are significant uncertainties regarding recovery of the 
consideration due, associated costs or the probable return of goods. Service income is recognised as 
services are provided. 
 
Interest  
 
Interest income is recognised in the statement of income as it accrues. 
  

(q) Expenses  
 
Operating leases 
 
Payments made under operating leases are recognised in the statement of income on a straight line 
basis over the term of the lease.  Lease incentives received are recognised in the statement of income 
as an integral part of the total lease payments made. Contingent rentals are charged to the statement of 
income for the accounting period in which they are incurred.  
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Finance costs 
 
Interest expense and similar costs are charged to the statement of income in the period in which they 
are incurred, except to the extent that they are capitalised as being directly attributable to the 
acquisition, construction or production of an asset which necessarily takes a substantial period of time 
to be prepared for its intended use or sale. 

 
(r) Income tax 

 
Income tax on the profit or loss for the year comprises current tax. Current tax is the expected tax 
payable on the taxable income for the year, using tax rates enacted at the reporting date, and any 
adjustment to tax payable in respect of previous years. 

 
4 Related party transactions and balances 

 
Related parties are those parties linked to the Group and to the Company by common shareholders or 
directors. Transactions with related parties are conducted at prices based on market prices or, where no 
market price exists, at contractually agreed prices. 
 
Relationships with related parties that control or are being controlled by the Company or have 
transactions with the Company and/or Group were as follows: 

 
Name of entities 
 

Country of 
incorporation
/ nationality 

Type of business Nature of relationships 

SPH Thailand Investment Subsidiary, 99.99%  
  Holdings company shareholding, common  
   directors 
GJ Steel Thailand Manufacture and sale 

of steel 
Subsidiary, 44.12% 
shareholding by the 
Company and its 
subsidiary, common 
directors 

OAC Thailand Business consulting 
services 

Indirect subsidiary 
common directors  

GS Notes Co Thailand Special-purpose Subsidiary, 99.99%  
  Restructuring entity shareholding, common  
   directors 
Sukhumvit Inter  Thailand Trading Common shareholder 
   Development Co., Ltd    
Mill Con Steel Industries  Thailand Manufacture and sale  Common directors with  
   PCL.  of steel the Company and GJ Steel 
BRP Steel Company  Thailand Manufacture and sale  Common directors with  
   Limited  of steel the Company and GJ Steel 
Great Eastern  Thailand Sale of rolled steel Common directors with  
   International Co., Ltd   GJ Steel 
Advance Metal  Thailand Sale of steel Shareholder is a Company  
   Fabrications Co., Ltd   director 
SSP Place Co., Ltd. Thailand Office rental Common director with  
  (SSP)   GJ Steel 

Asia Metal PCL. Thailand Manufacture and sale  Common shareholder with  
  of steel Company.  
   Common directors with  
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Name of entities 
 

Country of 
incorporation
/ nationality 

Type of business Nature of relationships 

   GJ Steel 
Asia Metal Fabrication  Thailand Factory construction Subsidiary of related party  
   Co., Ltd  service with whom the Company  
   has transacted 
Arnoma Hotel Bangkok  Thailand Hotel, food and  Common directors with  
   Co., Ltd  beverage the Company and GJ Steel 
Thailand Iron Works PCL. Thailand Manufacture and sale  Common directors with  
  of galvanised steel GJ Steel 
Intelligent System  Thailand Sale of computer  Common directors with  
   Network Co., Ltd  hardware, software  GJ Steel 
  and system installation  
    
Felix River Kwai Resort       Thailand Hotel, food and  Common directors with  
   (Kanchanaburi)  beverage GJ Steel 
     Co., Ltd    
Turnaround Steel  U.S.A Financial advisory &  Common directors 
Management LLC           management services  
   (“TSM”)    
Global Principal Partners  U.S.A Financial advisory  Common directors 
   LLC (“GPP”)  services  

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

Transactions Pricing policies   
Revenue from rendering production services Baht 5,100 per ton based on finished goods 

produced 
Operating service income Fixed rate and percentage of net sales as 

contracted 
Interest income Contractual prices 
Purchase of finished good Agreed-upon basis based on market price 
Sale of finished goods Agreed-upon basis based on market price 
Purchase of raw material Cost plus margin 
Sales of raw material Cost plus margin 
Purchase of raw water  Contractual prices 
Rental and service expenses Contractual prices 
Purchase of property, plant and equipment Contractual prices 
Financial advisory services Per Contract 
Financial advisory and management services Per Contract 
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Significant transactions for the years ended 31 December 2010 and 2009 (restated) with related parties 
were as follows: 
 Consolidated   Separate  
 financial statements  financial statements 
 2010 2009 2010 2009 
  (restated)  (restated) 
Subsidiaries ( in million Baht) 
Revenue from rendering production services -  -  - 50 
Operating service income -  -  - 403 
Interest income -  -  63 146 
Purchase of raw material -  -  13 37 
Other purchase -  -  5 1 
Sales of raw material and other (presented -  - 22 396 
  in other income net of related cost)     
     
Other related parties     
Sales of finished goods 2,515   1,996  675 1,638 
Purchase of raw water  6    8  6 8 
Purchase of raw material and finished goods 1,167 829  1,032 796 
Purchase of property, plant and equipment 2  11  2 11 
Financial advisory and management service      
  fees (see Notes (b), (c) and (d) below) 120  -  120 - 
Rental and service expense 11  -  8 - 
Sales of raw material and other (presented 5  4  5 4 
  in other income net of related cost)       
 
(a) During August 2009, GJ Steel had an accident at a factory,which was consequently closed for repairs 

for about one month. Consequently, GJ Steel entered into a service agreement with the Company under 
which the Company produced finished goods for GJ Steel during September 2009 in return for the 
Production Service Charge noted in the table above. Normal production at GJ Steel recommenced in 
October 2009. 
 

(b) As noted previously, TSM has been assisting the Company and GJ Steel since 8 February 2010. 
TSM is considered a related party to the Company and GJ Steel as TSM’s representatives (Mr. 
Ahab Garas is Co-Chief Executive Officer of the Company and advisor to GJ Steel’s Board of 
Directors; and Mr. Ari Levy is Chief Financial Officer of the Company and a member of GJ 
Steel’s Board of Directors) are performing key management duties at the Company.  

 
(c) In addition, the Company entered into an agreement on 6 August 2009 with GPP, prior to the date 

on which GPP became a related party to the Company. The agreement was amended on 8 February 
2010.  GPP is an affiliate of TSM and has also been engaged by GJ Steel. Under the 8 February 
2010 amended agreement, GPP has agreed to secure additional credit facilities for the Company, 
restructure its trade payables, structure a management agreement and assist the Company achieve 
more efficient strategic coordination with GJ Steel. GPP is remunerated on a success-fee basis 
(Baht 48 million (USD 1.6 million) of which is fixed upon the achievement of certain milestones, 
and the remainder is proportionate to the level of facilities secured). 

 
(d) GJ Steel entered into an agreement on 22 March 2010 with GPP. Under the 22 March 2010 

agreement, GPP has agreed to secure additional credit facilities and new investment for GJ Steel, 
restructure its trade payables, structure a management agreement and assist the GJ Steel achieve 
more efficient strategic coordination with G Steel. GPP is remunerated on a success-fee basis, 
(Baht 16 million (USD 0.53 million) of which is fixed upon the achievement of certain milestones, 
and the remainder is proportionate to the level of facilities secured). No balance was due to GPP 
by GJ Steel as at 31 December 2010.  
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Balances as at 31 December 2010 and 2009 (restated) with related parties were as follows:  

 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010 2009 
   (restated)  (restated) 

  (in million Baht) 
Trade accounts receivable 7     
Other related parties      
Great Eastern International Co., Ltd  181 181 181 181 
Advance Metal Fabrication Co., Ltd  55 121 55 121 
  236 302 236 302 
Less allowance for doubtful accounts  (236) - (236) - 
Net  - 302 - 302 
      
Bad and doubtful debts expense       
  for the year  236 - 236 - 

    
Amount receivable from related parties    
Receivable from sales of raw materials and other    
Subsidiary      
GJ Steel   - - 111 377 
Other related parties      
Advance Metal Fabrication Co., Ltd  1 - 1 - 
Less allowance for doubtful account  (1) - (1)  - 
Net  - - 111 377 
      

 
Receivable from operating service income    
Subsidiary      
OAC  - - 1,069 1,185 
Less allowance for doubtful account  - - (1,069) (1,172) 
Net  - - - 13 
Total  - - 111 390 
      
(Reversal of) bad and doubtful debts      
  expense for the year 31 1 - (102) 1,172 

 
  Consolidated and 
  Separate financial 

statements 
 Note 2010  2009 
    (restated) 

  (in million Baht) 
Receivables from scrap sales  9    
Other related party      
Advance Metal Fabrication Co., Ltd  352  353 
Less allowance for doubtful account  (352)  (353) 
Net  -  - 
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  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010 2009 
   (restated)  (restated) 

  (in million Baht) 
Other current assets      
Subsidiary      
Interest receivable      
G J Steel  - - 1 - 
Total  - - 1 - 
    
Loans to and interest receivable from related parties    
Subsidiaries      
Loans to related parties      
OAC  - - 2,138 2,115 
SPH  - - 5 5 
  - - 2,143 2,120 

Less allowance for doubtful accounts  - - (2,143) (2,120) 
Net  - - - - 

 

   
Interest receivable from related parties   
OAC  - - 209 209 
SPH  - - 1 1 
  - - 210 210 

Less allowance for doubtful accounts  - - (210) (210) 
Net  - - - - 
Total  - - - - 
      

Bad and doubtful debts expense     
   for the year 31 - - 23 2,330 

 
Movements of loans to related party for the years ended 31 December were as follows: 

 
 Consolidated   Separate  
 financial statements  financial statements 

Note 2010 2009 2010 2009 
  (restated)  (restated) 

  (in million Baht) 
Loans to related parties  
As at 1 January  - - 2,120 1,416 
Increase - - 23 704 
As at 31 December - - 2,143 2,120 

 
Receivable from offsetting transactions   
(see Notes , 14 and (e), (f) below)   
Subsidiaries   
GJ Steel - - 958 992 
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Movements during the years ended 31 December 2010 and 2009 (restated) of Receivable to related 
party from offsetting of machinery purchase were as follows: 
 
 Consolidated   Separate  
 financial statements  financial statements 

Note 2010 2009 2010 2009 
  (restated)  (restated) 

  (in million Baht) 
     
As 1 January 2010 - - 992 - 
Increase - - 34 992 
Decrease - - (68) - 
At 31 December - - 958 992 
     
     
Advance payment for purchases of      13     
  property, plant and equipment     
Other related party     
Asia Metal Fabrication Co., Ltd 8 8 8 8 
Less allowance for impairment asset (8) - (8) - 
Net -  8  -  8 
    

    
Loss on impairment of assets 8 - 8  - 
    
Other non-current asset              16    
Deposit - other related party     
Sukhumvit Inter Development Co., Ltd 3 2 3 2 
SSP Place Co., Ltd. 1 1 1 1 
Total 4 3 4 3 
 
(e) In 2009, GJ Steel entered into an agreement with an overseas counterparty (“Counterparty A”), 

which until 10 June 2010 was also a debtor of the Company in respect of sale of scrap made by the 
Company to Counterparty A, to purchase machinery from Counterparty A for Baht 1,017 million 
(USD 29.8 million).  GJ Steel, the Company and Counterparty A subsequently agreed to settle 
the outstanding debt owed by Counterparty A to the Company by offsetting its debt to the 
Company against the amount due to Counterparty A from GJ Steel for the machinery purchase.  
Subsequently, the parties agreed to fix the USD/Baht exchange rate for the machinery purchase as 
detailed in Note 7.  As a result, the USD 29.8 million purchase price was converted to Baht 992 
million.  The Baht 992 million originally owed to Counterparty A was then owed to the 
Company by virtue of the aforementioned transaction.  At a Board of Directors’ meeting of GJ 
Steel held on 6 November 2009, the Board of Directors of GJ Steel passed a resolution concerning 
the terms of payment of the amount payable to the Company. The repayment period is 3 years 
from 1 November 2009 to 31 October 2012. Interest is payable on the outstanding amount at 
MLR+1% with a grace period of 90 days. Payments made by GJ Steel shall be deducted first from 
outstanding interest payable with any remaining balance deducted from outstanding principal. The 
amounts payable to the Company by GJ Steel is classified as non-current assets as at 31 December 
2010 and 2009 (restated) on the Company’s separated balance sheet. 
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(f) The chronology of other offsetting transactions ultimately involving the Company and GJ Steel is 
as follows: 
 
 

i. During 2009, GJ Steel entered into an agreement with a supplier to purchase machinery 
for Baht 608 million (USD 18.2 million) and paid the first instalment of Baht 221 million 
(USD 6.3 million) against this agreement. Subsequently, GJ Steel entered into an 
agreement with the supplier and Counterparty A to transfer all rights, benefits and 
liabilities under the purchase agreement, including the first instalment payment, to 
Counterparty A. 

 
ii. As at 31 December 2009 (restated), GJ Steel entered into an offset agreement with an 

overseas counterparty (“Counterparty D”). GJ Steel previously had trade receivables from 
Counterparty D of Baht 1,871 million (USD 55.9 million) of which Baht 1,737 million 
(USD 51.9 million) was overdue. GJ Steel entered into an agreement with Counterparty D 
to purchase machinery for Baht 1,525 million (USD 45.5 million) and to offset the cost of 
this machinery against the amount receivable from Counterparty D. The net receivable 
after the offset as at 31 December 2009 (restated) was Baht 346 million (USD 10.4 
million). GJ Steel made full allowance for doubtful accounts for these trade receivables.  

 
iii. On 17 May 2010, GJ Steel’s Board of Directors acknowledged the offset of receivables 

due from Counterparty D (USD 10.4 million, equivalent to Baht 353 million) and 
payables due to Counterparty A, a company related to Counterparty D. GJ Steel’s Board 
of Directors approved an agreement documenting GJ Steel’s offset of these balances. The 
accounts receivable amounts due from Counterparty D had previously been fully 
provisioned.  Following this transaction, GJ Steel had a net payable balance due to 
Counterparty A of Baht51 million. 

 
iv. On 10 June 2010, GJ Steel’s Board of Directors acknowledged that Baht 33 million (USD 

1.0 million) of the amounts owed by GJ Steel to Counterparty A were subrogated in 
favour of the Company.  The Company subrogated these rights as a result of the further 
amounts owed by Counterparty A to the Company. 

 
On 11 August 2010, GJ Steel’s Board of Directors passed a resolution concerning the terms of 
payment of the Company’s subrogation right from Counterparty A. The repayment period is 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 GJ Steel shall be deducted first from outstanding 
interest payable with any remaining balance deducted from outstanding principal.  
 

 

 Consolidated   Separate  
 financial statements  financial statements 

Note 2010 2009 2010 2009 
  (restated)  (restated) 

  (in million Baht) 
Trade accounts payable                   18    
Other related parties     
Sukhumvit Inter Development Co., Ltd  1  1 1 1 
Advance Metal Fabrication Co., Ltd. 58 2 58 2 
Mill Con Steel Industries PCL. -  44 - 44 
BRP Steel Co., Ltd  - 159 - 130 
Total 59 206 59 177 
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 Consolidated   Separate  
 financial statements  financial statements 

Note 2010 2009 2010 2009 
  (restated)  (restated) 

  (in million Baht) 
Accrued expense to related party   
Other related parties     
GPP 94 - 94 - 
Sukhumvit Inter Development Co., Ltd 1 - 1 - 
Total 95 - 95 - 
    

Advances received from customers      19     
Subsidiary     
GJ Steel - - - 1 
Other related parties     
Mill Con Steel Industries PCL. 163 258  37 115 
Asia Metal PCL. 93 67  20 26 
BRP Steel Co., Ltd. 58 - - - 
Total 314 325 57 142 
     
Other current liabilities     
Short-term loan     
Subsidiary     
GS Notes Co - - 1 - 
Other payable     
Other related parties     
TSM 4 - 4 - 
Asia Metal Fabrication Co.,Ltd. 1 - 1 - 
GPP 1 - 1 - 
Arnoma Hotel Bangkok Co., Ltd - 1 - 1 
SSP Place Co., Ltd 3 2 1 2 
 9 3 7 3 
Total 9 3 8 3 
 
Guarantee obligations with related parties 
 
The Company has guaranteed bank credit facilities of OAC amounting to USD 120 million at 
origination. The prevailing balance of these credit facilities, exclusive of interest and fees, as at 31 
December 2010 and 2009 (restated) is Baht 1,377 million (USD 45.5 million) and Baht 2,133 million 
(USD 63.6 million) respectively. 
 
Other significant agreements concerning related parties 
 
According to an agreement executed on 11 September 2006, GJ Steel’s plan administrator, Maharaj 
Planner Co., Ltd., (the “Plan Administrator”) entered into an operation service agreement with OAC 
and On City Holding Limited to (i) arrange working capital credit lines for GJ Steel’s operation and 
(ii)act as GJ Steel’s strategic advisor to provide services with respect to the execution of the business 
planduring the term of the agreement including the procurement of raw materials, manufacturing of 
products, sales, marketing, promotion and distribution of products into both domestic and export 
markets. Fees to be paid to OAC are as follows: 
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 Operating fee of USD 400,000 per month 
 Maintenance management fee of USD 375,000 per quarter 
 Technical assistance fee of USD 500,000 per quarter 
 Minimum revenue sharing of USD 400,000 per month 
 
The agreement commenced on 12 September 2006 and runs for a period of 5 years with options to 
renew. On 21 December 2006, the Plan Administrator and OAC agreed that the maximum fee payable 
under the Service Agreement shall not exceed USD 13.1 million per annum, and the fees with respect 
to the arrangement fee and revenue sharing in excess of the said minimum revenue sharingwill be 
irrevocably waived. 
 
If GJ Steel wishes to terminate the operation service agreement prior to the expiration of the term of 
the operation service agreement, then GJ Steel would be required to pay OAC the termination fees as 
specified in the agreement upon such termination. 
 
GJ Steel is USD 19 million (Baht 577 million) in arrears (“Overdue Service Balances”) under the 
terms of the agreement as at 31 December 2010 (2009 (restated): Baht 289 million). While OAC has 
not assessed any interest or fees for GJ Steel’s failure to pay amounts under the agreement when due, 
GJ Steel’s understanding with OAC is that GJ Steel will make periodic payments to OAC against the 
Overdue Service Balances when cash resources are available to do so.  Refer to Note 45.1 for details 
of agreements reached subsequent to 31 December 2010 in respect of the Overdue Service Balances. 
 

5 Transactions with business alliances   
 
Since its inception, the Company has had significant business transactions with its business alliances. 
Business alliances are companies with whom the Company formerly had shareholders and/or directors 
in common or had directors who have relationships with the Company’s directors. The business 
transactions are conducted on an arm’s length basis with commercial terms agreed upon in the 
ordinary course of business between the Company and the business alliances. Below is a summary of 
those transactions. 
 

Transactions  Pricing policies   
   
Sale of goods  Agreed-upon basis based on market price 
Purchase of raw material  Agreed-upon basis based on market price 
Transportation expenses and other services  Agreed-upon basis and contractual price 
Sale of raw material  Cost plus margin 
Other income  Cost plus margin 
 
Significant transactions for the years ended 31 December 2010 and 2009 (restated) with business 
alliances were as follows: 
 
 Consolidated   Separate  
 financial statements  financial statements 
 2010 2009 2010 2009 
  (restated)  (restated) 
 (in million Baht) 
Sale of goods 729  2,265  651 2,261 
Purchase of raw material 381    912  359 403 
Transportation expenses and other services 315    225  314 225 
Sale of raw materials and other -  5  - 5 
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Balances as at 31 December 2010 and 2009 (restated) with business alliances were as follows: 
 
  Consolidated Separate 
  financial statements financial statements 
 Note 2010 2009 2010 2009 
   (restated)  (restated) 
  (in million Baht) 
Trade accounts receivable 7     
Nara International Co., Ltd.  - 91 - 91 
Federal Steel Industry Co., Ltd.  334 391 334 391 
Millenium Metal Work Co., Ltd.  29 30 29 30 
  363 512 363 512 
Less allowance for doubtful account  (363) - (363) - 
Net  - 512 - 512 
      
Bad and doubtful debts expense      
   for the year  363 - 363 - 
      
Other current assets - other receivables 10     
Trinity Freight and Shipping Co., Ltd.  1 1 1 1 
Nara International Co., Ltd.  35 - 35 - 
  36 1 36 1 
Less allowance for doubtful account  (35) - (35) - 
Net  1 1 1 1 
      
Trade accounts payable 18     
Trinity Freight and Shipping Co., Ltd.  - 98 - - 
Nara International Co., Ltd.  9 - 9 - 
  9 98 9 - 
      
Accrued expenses      
Trinity International Co., Ltd.  2 2 2 2 
Trinity Freight and Shipping Co., Ltd.  61 30 18 30 
Total 63 32 20 32 

 
Other current liabilities       
 - other payables      
Trinity Freight and Shipping Co., Ltd.  19 12 19 12 
Trinity International Co., Ltd.  16 36 16 36 
Nara International Co., Ltd.  - 2 -  - 
Total  35 50 35 48 
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6 Cash and cash equivalents 
 

  Consolidated   Separate  
  financial statements  financial statements 

  2010 2009 2010 2009 
   (restated)  (restated) 

  (in million Baht) 
Cash and deposits at financial      
   institutions  73 59 18 18 
Fixed deposits due within three months  2 2 - - 
Total  75 61 18 18 

 
     The currency denomination of cash and cash equivalents as at 31 December was as follows: 
 

Thai Baht (THB) 62 47 14 15 
United States Dollar (USD) 13 14 4 3 
Total 75 61 18 18 

 
7 Trade accounts receivable 

 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010 2009 
   (restated)  (restated) 

  (in million Baht) 
Related parties 4 236 302 236 302 
Business alliances                                     5 363 512 363 512 
Other parties  1,682 1,616 819 803 
 2,281 2,430 1,418 1,617 
Less allowance for doubtful accounts (1,637) (1,340) (1,192) (620) 
Net 644 1,090 226 997 
     
Bad and doubtful debts              
  expense for the year 31 297  369  572  211 
 
Aging analyses for trade accounts receivable were as follows: 
 
 Consolidated   Separate  
 financial statements  financial statements 
 2010 2009 2010 2009 

  (restated)  (restated) 
 ( in million Baht) 
Related parties  
Within credit terms -  83  -  83 
Overdue:        

Less than 3 months -  219  -  219 
   6-12 months 66  -  66  - 
   Over 12 months 170  -  170  - 
 236  302  236  302 
Less allowance for doubtful account (236)  -  (236)  - 
Net -  302  -  302 
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 Consolidated   Separate  
 financial statements  financial statements 
 2010 2009 2010 2009 

  (restated)  (restated) 
Business alliances        
Within credit terms -  127  -  127 
Overdue:        

Less than 3 months -  385  -  385 
6-12 months 79  -  79  - 

   Over 12 months 284  -  284  - 
 363  512  363  512 
Less allowance for doubtful accounts (363)  -  (363)  - 
Net -  512  -  512 

 

     
Other parties     
Within credit terms -  156  -  - 
Overdue:        

Less than 3 months 344  244  226  180 
3-6 months 272  140  -  3 
6-12 months 39  338  26  177 
Over 12 months 1,027  738  567  443 

 1,682  1,616  819  803 
Less allowance for doubtful        
   accounts (1,038)  (1,340)  (593)  (620) 
Net 644  276  226  183 
Total 644  1,090  226  997 
 
Customary credit terms 
 
The normal credit terms granted by the Company for domestic sales are cash (since third quarter of 2010), 
and for export sales the general terms are that sales are covered by letters of credit at sight. In 2009, the 
normal credit terms granted by the Company for domestic sales range from cash sales (customarily 
paid in advance since third quarter of 2010) to 30-45 days after delivery. Export sales are covered by 
letters of credit at sight. 
 
The normal credit terms granted by GJ Steel for domestic sales are cash (since third quarter of 2010), and 
for export sales the general terms are that sales are covered by letters of credit at sight. In 2007-2009, GJ 
Steel exiended 90-120 days credit terms (without letter of credit) to an overseas customer. 
 
Supporting customers 
 
The Company has been doing business with a domestic customer who has assisted the Company with 
critical working capital support (the “Supporting Customer”) during the year ended 31 December 2010. 
 
The overall growth in accounts receivables other parties and inventories during the year ended 31 
December 2010 is primarily attributable to sales to the Supporting Customer. The Supporting 
Customer provides liquidity advances to the Company and/or provides access to letters of credit in 
order to allow the Company to purchase raw material, and all sales to the Supporting Customer appear 
as other party receivables until such time that the entire amount of the Supporting Customer’s order is 
satisfied. At the time that the order is satisfied in full, the Supporting Customer’s receivables balance 
is offset in its entirety against the balance of cash advances that the customer has made.  Consistent 
with the Company’s revenue recognition policy, revenue is recognized and receivables are recorded as 
partial shipments are made against a customer’s order.   
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The Supporting Customer makes payments in advance for their hot-rolled coil needs in order to 
provide the Company with the necessary liquidity to purchase raw materials and meet the minimum 
operating payment obligations in order to satisfy the Supporting Customer’s product requirements.  
In exchange for the liquidity advance, the Company has provided the Supporting Customer with 
discounts approximating 3% when compared to the lowest price offered to any other customer at the 
relevant time of sale. The balance due from the Supporting Customer was Baht 219 million as at 31 
December 2010 (2009 (restated): Baht 179 million). Sales transactions for the year ended 31 
December 2010 with the Supporting Customer were Baht 4,839 million (2009 (restated); Baht 3,301 
million). 
 
A similar arrangement was entered into with another customer (the “Supporting Customer 2”) in July 
2010.  In exchange for Supporting Customer 2’s liquidity advances, the Company has provided this 
Supporting Customer 2 with discounts approximating 3% when compared to the lowest price offered 
to any other customer at the relevant time of sale. The balance due from the supporting customer 2 
was Baht 7 million as at 31 December 2010 (2009 (restated): Baht 5 million). Sales transactions for 
the year ended 31 December 2010 with the Supporting Customer 2 were Baht 854 million (2009 
(restated); Baht 935 million). 
 
Significant overdue balances 


As at 31 December 2010, trade accounts receivable-other parties of the Company amounting to Baht 
296 million represents outstanding balances of two domestic customers (the “Non-Performing 
Customers”) for which the Company has set aside full allowance for doubtful accounts (2009 
(restated): two customers, Baht 336 million). 

 
In the first quarter of 2009, one of the Non-Performing Customers wrote to the Company requesting 
approval to pay outstanding debts amounting to Baht 135 million in monthly instalments over a 3-year 
period commencing March 2009 and ending in December 2011. The other Non-Performing Customer 
requested to pay outstanding debts amounting to Baht 206 million in instalments over a 4-year period 
commencing February 2009 and ending in December 2012. The Company has agreed to these 
requests. Refer to Note 45.5 for an event after the reporting date with respect to the Non-Performing 
Customers’ receivables. 
 
The Company has recorded an additional allowance of Baht 599 million for doubtful accounts during 
the year ended 31 December 2010 in respect of long-overdue accounts receivable. The Company has 
been in the process of engaging certain customers with long-overdue accounts receivable in an attempt 
to recover the overdue amounts. The Company, similar to GJ Steel, collects advance payments from 
customers with long-overdue accounts receivable wishing to engage in new business with the 
Company. These advances cover not only the new business but also a portion of the long-overdue 
accounts receivable. The Company fulfills orders against these advance payments and applies the 
appropriate portion of the advance payment against the long-overdue accounts receivable.  Because 
certain customers are unable to repeatedly engage in new business volumes in excess of the long-
overdue accounts receivable, the Company maintains its allowance for doubtful accounts against the 
long-outstanding portion of the receivables. The Company is, however, committed to collecting the 
outstanding receivables, the gross balance of which has reduced since the year ended 31 December 
2009 as a result of the above policy.  Furthermore, the Company has not reversed allowances 
recorded in prior periods as a result of the guarantee put in place by the Lead Shareholder (see Note 
1.3(a)). 
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As at 31 December 2010, GJ Steel had trade receivables of Baht 445 million from two domestic 
customers (the “GJS Non-Performing Domestic Customers”) for which GJ Steel has made a Baht 445 
million allowance for doubtful accounts. As at 31 December 2009 (restated), GJ Steel had trade 
receivables of Baht 450 million from the GJS Non-Performing Domestic Customers of which Baht 
427 million was overdue and for which GJ Steel had made a Baht 375 million allowance for doubtful 
accounts. While the allowance for doubtful accounts attributable to the GJS Non-Performing Domestic 
Customers has increased as a result of the provisioning of the remaining balance owed by these 
customers during the course of the year, the gross receivables owed by these customers has decreased 
because of the below-outlined policy instituted by GJ Steel. 

 
During the year ended 31 December 2010, GJ Steel entered into sales transactions with the GJS Non-
Performing Domestic Customers. Although the GJS Non-Performing Domestic Customers had 
originally exceeded the credit allowances provided by GJ Steel, GJ Steel continues to do business with 
the GJS Non-Performing Domestic Customers on a cash basis as a means of collection of the original 
unpaid balances. GJ Steel collects advance payments from customers with long-overdue accounts 
receivable wishing to engage in new business with GJ Steel. These advances cover not only the new 
business but also a portion of the long-overdue accounts receivable. The Company fulfills orders 
against these advance payments and applies the appropriate portion of the payment against the long-
overdue accounts receivable. As the long-overdue accounts receivable portion is collected, GJ Steel 
reverses the provisions associated with the long-overdue receivables.  GJ Steel intends to continue to 
engage in this practice until the original unpaid balances are collected. 
 
The gross and net balances due from customers with whom the Group and the Company have set aside 
provisions but are still engaged in business as a means of debt collection are shown in the following 
table: 
 
  Consolidated   Separate  
  financial statements  financial statements 

  2010 2009  2010 2009 
  (restated)   (restated) 

  (in million Baht) 
Related parties  236 302  236 302 
Business alliances                        363 421  363 421 
Other parties  929 965  484 515 
 1,528 1,688  1,083 1,238 
Less allowance for doubtful accounts (1,528) (887)  (1,083) (512)
Net - 801  - 726 
      
 
Sales transactions for the years ended 31 December 2010 and 2009 (restated) with the customers with 
whom the Group and the Company have set aside provisions but are still engaged in business as a 
means of debt collection are shown in the below table: 

 
  Consolidated   Separate  
  financial statements  financial statements 

  2010  2009 2010 2009 
   (restated)  (restated) 

  (in million Baht) 
Related parties  454  663 454 663 
Business alliances                                      570  1,931 570 1,931 
Other parties  1,092  275 120 125 
Total 2,116  2,869 1,144 2,719 
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Account receivable offsets  
 
Trade account receivables are stated net, after offset of payables to the same counterparties in respect 
of machinery purchases from those counterparties. 
 
 Consolidated financial statements 
 2010  2009  
    (restated) 
 (in million Baht) 
Balance before offset transactions for machinery purchases  2,634 3,955 
Offset transactions  (353) (1,525) 
Net after offset transactions for machinery purchases 2,281  2,430 
 
See Notes 4(e) and through 4(f) for background concerning the offsetting transactions between the 
Company, Counterparty A and GJ Steel (and the associated transactions between GJ Steel, 
Counterparty D and Counterparty A) as well as the resulting payment terms between the Company and 
G J Steel. 
 
The currency denomination of accounts receivable as at 31 December was as follows: 

 

  Consolidated   Separate  
  financial statements  financial statements 

  2010  2009 2010  2009 
    (restated)   (restated) 

  (in million Baht) 
        
Thai Baht (THB)  2,174 1,966 1,325 1,513 
United States Dollar (USD)  107 464 93 104 
Total  2,281 2,430 1,418 1,617 

 
8   Inventories 

 
 Consolidated   Separate  
 financial statements  financial statements 
 2010  2009 2010  2009 
   (restated)   (restated) 
 ( in million Baht) 
Finished goods 1,416  502 974  157 
Raw materials 1,605  1,482 1,254  1,082 
Spare parts 533  633 303  355 
Consumables 121  138 21  33 
Others 159  121 132  89 
 3,834  2,876 2,684  1,716 
Less : Allowance for devaluation       
   of inventories (224)  (1,127) (112)  (1,025) 
Net 3,610  1,749 2,572  691 

 
Carrying value of inventories subject       
to retention of title clauses or        
otherwise pledged to secure liabilities 1,977  375 1,820  104 
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 Consolidated   Separate  
 financial statements  financial statements 
 2010  2009 2010  2009 
   (restated)   (restated) 
 ( in million Baht) 
Inventories recognised as an expense in     
‘cost of sales of goods’:       
  Cost 23,295  30,981 8,481  13,675 
Reversal of allowance for        
  devaluation of inventories (903)  (3,888) (914)  (2,076) 
Net 22,392  27,093 7,567  11,599 

 
9  Receivables from scrap sales 
 

  Consolidate and Separate 
  financial statements 
 Note 2010  2009 
    (restated) 
  (in million Baht) 
Related party  4 352   353 
Other parties 10  478 
  362  831 
Less allowance for doubtful accounts  (362)  (831) 
Net  -  - 
(Reversal of) bad and doubtful debts expense      
  for the year              31 (469)  473 

 
 Consolidated and Separate 
 financial statements 
 2010  2009 
   (restated) 
 (in million Baht) 
Balance before offset transactions for machinery purchases  831 3,253 
Offset transactions  (469)  (2,422) 
Net after offset transactions for machinery purchases 362  831 

 
Due to the worldwide liquidity problems faced by the steel industry in 2008-2009, the Company 
entered into various arrangements to reduce the gross amount of these receivables by offsetting 
amounts owed to the same counterparties for machinery purchases. Offset transactions during the 
period with counterparties for the sale of scrap were as follows: 
 
As stated in Note 4 (e), in 2009 the Company and Counterparty A sent a notice of assignment to GJ 
Steel to notify that all rights and interests in relation to GJ Steel’s purchase of machinery from 
Counterparty A for Baht 992 million were transferred and recorded by GJ Steel as a payable to the 
Company for the purchase of machinery. Furthermore, as stated in Note 4(f)(iv), on 10 June 2010 Baht 
34 million of the amounts owed by GJ Steel to Counterparty A were subrogated in favour of the 
Company as a means of settling the remaining Baht 34 million owed by Counterparty A to the 
Company. 
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The Company entered into an arrangement with a supplier to purchase machinery for Baht 513 million 
(USD 15 million). Subsequently, the Company entered into an arrangement with a domestic 
counterparty (“Counterparty B”), to offset the receivable from Counterparty B against the amount 
payable to the supplier for the purchase of the machinery.  

 
The Company entered into two agreements with an overseas counterparty (“Counterparty C”) to 
purchase machinery and equipment for Baht 917 million (USD 27.3 million) and offset the receivable 
from Counterparty C against the amount payable to Counterparty C for the purchase of the machinery 
and equipment. 
 
On 17 May 2010 the Company’s Board of Directors approved the receivables offsetting agreement 
documenting the Company’s offset of the purchase price of the hot strip mill improvement equipment 
from Counterparty A.  The procurement of this equipment was previously approved by the Board of 
Directors of the Company on 14 September 2009.  The purchase agreement for this equipment was 
subsequently entered into by the Company in November 2009.  The offsetting agreement 
acknowledges the Company’s offsets of amounts due from Counterparty A to the Company against 
the USD 13.4 million (Baht 469 million) purchase price of the equipment in the equipment 
procurement contract. The accounts receivable amounts due from Counterparty A had previously been 
fully provisioned.  As such, the Company’s financial statements for the year ended 31 December 
2010 recognized a reversal of the earlier-provisioned receivables (Baht 469 million) and recording of 
the purchase of this equipment.  As stated in Note 14, the Company recorded an impairment charge 
of Baht 40 million in respect of this equipment. during the three-month period ended 31 March 2010.  
 

10 Other current assets 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
   (restated)    (restated) 

 (in million Baht) 
Other receivables  137 290  76  224 
Less allowance for doubtful accounts  (92) (225)  (38)  (171) 
     45 65  38  53 
        
Advance for purchases of goods        
  and service  238 372  50  211 
Less allowance for doubtful accounts  (28) (28)  -  - 
    210 344  50  211 
        
Refundable value added tax  38 3  1  3 
Suspense value added tax  251 206  127  112 
Others  173 64  54  47 
Net  717 682  270  426 
         
Bad and doubtful debts expense         
  for the year 31 38  187  38  171 
 
Other receivables as at 31 December 2009 (restated) included Baht 171 million (USD 4.9 million) in 
respect of credit notes issued by two suppliers of the Company as discounts on purchases of 
inventories made before 2006 but for which the Company had not received the benefit by that date. As 
at 31 December 2009 (restated), full provision had been made in respect of these receivables. During 
the year ended 31 December 2010, the receivables were written-off and the allowance released. This 
write-off had no impact on reported loss for the year ended 31 December 2010. 
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The currency denomination of other current assets as at 31 December was as follows: 
 

  Consolidated   Separate  
  financial statements  financial statements 

  2010  2009  2010  2009 
   (restated)    (restated) 

  (in million Baht) 
        
Thai Baht (THB)  537 365 225 179 
United States Dollar (USD)  266 518 66 381 
Others  34 52  17  37 
  837 935  308  597 
Less allowance for doubtful accounts  (120) (253)  (38)  (171) 
Total  717 682  270  426 

 
11 Restricted deposits at financial institutions 

 
As at 31 December 2010 and 2009 (restated), the Company and its subsidiaries had pledged their 
deposits at financial institutions to secure credit facilities from those financial institutions as follows: 
 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
   (restated)    (restated) 

 (in million Baht) 
Guarantee for purchasing of goods   2 6  2  6 
Guarantee for utility supplies        
   and services  202 194  25  25 
Total  204 200  27  31 

 
 The currency denomination of restricted deposits at financial institutions as at 31 December was as 

follows: 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
   (restated)    (restated) 

  (in million Baht) 
Thai Baht (THB)  202 198  25  29 
United States Dollar (USD)  2 2  2  2 
Total  204 200  27  31 
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SPH 
 
During the year ended 31 December 2009 (restated), the Company in its separate financial statements, 
made full allowance for impairment in the value of SPH. SPH acts principally as the holding company 
for an investment in OAC, which is currently experiencing financial difficulties. Refer to Note 17 for 
further information on the current situation between OAC and the Lenders.  
 
GJ Steel 
 
As at 31 December 2009 (restated), the Company and OAC had acquired a total of 19,718 million 
shares of GJ Steel (the Company only: 8,911 million shares of GJ Steel) with an average cost of 
investment of Baht 0.39 per share to the Company and Baht 0.44 per share to OAC. The total cost of 
the shares acquired by the Company and OAC from the end of 2006 through 31 March 2008 was Baht 
8,209 million. Following these investments, G Steel had a consolidated 49.66% shareholding in GJ 
Steel.  
 
As a condition of the loan agreement between OAC and the Lenders, OAC had to pledge its rights 
over secured convertible debts to be converted in the future and the resulting 8,606 million shares held 
in GJ Steel as security for the loan.  
 
As stated in Note 17, on 12 May 2010 OAC sold 2,200 million shares in GJ Steel in order to maintain 
its compliance with the Standstill Agreement (as defined in Note 17). OAC sold these GJ Steel shares 
at Baht 0.15 per share. OAC’s original investment cost for these shares was Baht 0.44 per share. After 
adjusting for minority interests and changes in the net book value of GJ Steel since the investment was 
made, a loss of Baht 613 million has been recorded in the Group’s consolidated income statement for 
the year ended 31 December 2010 (Note 33). Accordingly, as of 31 December 2010, the Company and 
OAC held a total of 17,518 million shares of GJ Steel which represent 44.12% shareholding in GJ 
Steel. 
 
The book value per share of GJ Steel was Baht 0.34 per share as at 31 December 2010. As the 
Company’s investment cost in GJ Steel was Baht 0.39 per share, the Company has recorded an 
impairment charge in its separate financial statements with respect to its investment in GJ Steel of 
approximately Baht 0.05 per share. This impairment charge equates to Baht 478 million. 
 
GJ Steel Second Warrants 

 
 GJ Steel allotted 5,000 million “GJ Steel Second Warrants” to shareholders whose names appeared 

in GJ Steel’s share register on 9 February 2010 at the ratio of 7.9405 existing shares for each Second 
Warrant.  

 

 The offering price of a GJ Steel Second Warrant unit was Baht 0.03 per unit. 
 

 One GJ Steel Second Warrant unit is exercisable for three new ordinary shares of GJ Steel 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 GJ Steel Second Warrant, the holder is required to remit 
Baht 0.75 per unit to the Company. 

 

 The GJ Steel Second Warrants have 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 
GJ Steel Second Warrants, 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 GJ Steel 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. 
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The issuance of GJ Steel Second Warrants was completed by GJ Steel on 13 December 2010.  The 
Company and OAC were permitted the opportunity to subscribe to the GJ Steel Second Warrants 
proportionate to their ownership in GJ Steel and to also participate in an overallotment subscription 
option.  Despite the liquidity situation at the Company and OAC, the Company and OAC believed 
it to be in the best interest of their shareholders to participate in the subscription of GJ Steel Second 
Warrants in order to maintain the consolidated investment integrity of the Group.  As a result, the 
Company obtained 1,348 million GJ Steel Second Warrants units and OAC obtained 1,635 million 
GJ Steel Second Warrants units. 
 

GS Notes Co 
 
GS Notes Co was registered with the Ministry of Commerce on 9 August 2010. GS Notes Co was set 
up with a registered capital of Baht 1 million. The objective of GS Notes Co is to act as a vehicle for 
the restructuring of the Company’s Bonds (Note 17). Refer to Note 1.3(b) for further details 
concerning GS Notes Co and the Bond restructuring. 

 
13  Advance payment for purchases of property, plant and equipment 
 

  Consolidated  Separate 
  financial statements  financial statements 
 Note 2010  2009  2010 2009 
    (restated)   (restated) 

  (in million Baht) 
Advance payment for:         
Hot rolled coil expansion project 1,862  3,241  1,862  3,241 
Coil conditioning line project 739  580  739  580 
Others  293  246 -  - 
  2,894  4,067  2,601   3,821 
Less allowance for loss on         
  Impairment  (2,742)  (129)  (2,601)  - 
Net  152  3,938  - 3,821 
        
Loss on impairment of assets        
  for the year 32 (2,613)  (129)  (2,601) - 

 
Prior to 2008, the Company and GJ Steel had embarked on a number of expansion and downstream 
expansion projects. Following the market downturn and subsequent liquidity crisis at the Company 
and GJ Steel, the Group was forced to suspend all capital expenditure projects. When new 
management joined the Company in the first quarter of 2010, the decision was made to impair the hot-
rolled coil expansion project and all advanced payments associated with that project. During the three-
month period ended 31 December 2010, the counterparties to earlier-suspended capital expenditure 
projects informed the Company that they had no intention of providing the Company with further 
extensions to the contracts to which they were a party. As a result, the Company began negotiating the 
details concerning termination with these counterparties. By virtue of these pending terminations, the 
Company has impaired the balance of the advanced payments for all capital expenditure projects. 
Refer to Note 45.4 for further information concerning these terminations.  
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The gross amount of the Group and the Company’s fully depreciated property, plant and equipment 
that was still in use as at 31 December 2010 amounted to Baht 1,164 million and Baht 977 million, 
respectively (2009 (restated): Baht 854 million and Baht 703 million, respectively). 
 
Refer to Note 17(i) and 17(ii) for details concerning the Company’s pledge of fixed assets with respect 
to Supporting Customer 1 and Supporting Customer 2. 
 
As at 31 December 2010 GJ Steel’s property, plant and equipment and construction in progress, with a 
net book value of Baht 14,162 million, were provided as mortgage collateral under the rehabilitation 
plan. (2009 (restated): Baht 15,110 million). GJ Steel is in the process of petitioning the court for 
release of this mortgage given the Companys satisfaction of the conditions under the rehabilitation 
plan. 
 
On 19 July 2010, the GJ Steel’s Board of Directors approved GJ Steel’s mortgage transaction with the 
Provincial Electricity Authority in the amount of Baht 262 million.  Under this mortgage, a portion of 
GJ Steel’s downstream processing machinery together with a portion of land with a net book value of 
Baht 739 million shall be mortgaged as security for GJ Steel’s long-overdue electricity expenses in an 
amount not exceeding Baht 262 million. On 22 February 2011, GJ Steel registered this mortgage 
transaction with Central Office for Machinery Registration, Department of Industrial Works. As at the 
date of this report, the registration of the mortgage with respect to the land has not been finalized. 
 
On 11 August 2010, GJ Steel’s Board of Directors approved GJ Steel’s mortgage transaction with the 
Revenue Department for the amount of Baht 539 million.  Under this mortgage, a portion of GJ 
Steel’s downstream processing machinery with a net book value of Baht 1,250 million shall be 
mortgaged as security for GJ Steel’s long-overdue tax liability in the amount not exceeding Baht 539 
million.  As at the date of this report, the registration of this mortgage has not been finalized. 
 
Assets under construction and installation 

 
Details of assets under construction and installation (gross) as at 31 December were as follows: 

 
 Consolidated   Separate  
 financial statements  financial statements 
 2010 2009 2010 2009 
  (restated)  (restated) 
 ( in million Baht) 
Hot rolled coil expansion 1,552 1,522 1,552 1,522 
Coil conditioning line 6,172 5,488 6,172 5,488 
Galvanizing line  5,038 5,083 - - 
Reversing Mill line 1,525 1,525 - - 
Others 1,014 251 802 40 
Total 15,301 13,869 8,526 7,050 

 
Fixed asset appraisal and impairment 
 
The Company and GJ Steel 
 
The Company’s and GJ Steel’s property, plant and equipment were appraised on a value-in-use basis 
by an independent appraisal firm as at 31 December 2010. The appraisal was conducted in accordance 
with International Accounting Standard 36, based on cash flow projections provided by the Company 
and GJ Steel.  The details concerning the assumptions used by the independent appraiser and the 
results of this appraisal are as follows. 

 



149G Steel Public Company Limited

G Steel Public Company Limited and its subsidiaries 
Notes to the financial statements  
For the years ended 31 December 2010 and 2009 (restated) 
 
 

 51 

Primary Assumptions: 
 Product and raw material pricing are consistent with prevailing market prices 
 A 3% per annum growth and inflation rate is applied to all input costs and product prices 
 Existing facilities achieve operating utilization of approximately 80% 
 Working capital investment equals 10% of forecasted change in revenue 
 Installation of expansion projects classified as construction in progress are completed and 

commence operations in 2013 
 Pre-tax discount rate of 15.22% (GJ Steel: 15.15%) applied to forecast cash flows based on 

Company-specific and GJ Steel-specific, general macro-economic and comparable industry 
participant data 

 The Company and GJ Steel are assumed to have access to the required capital necessary to 
support its capital expenditure and working capital investments required by the projections.  
(Refer to Note 1 and Note 45.1 for further details of the Companys and GJ Steels status in 
respect of sourcing new funding or facilities.) 

 
As described in Note 1.1, the Company’s new management team was appointed in February 2010. 
Following this change, the Company’s new management embarked on a program of reassessment of the 
Company’s previous and current fixed asset investment projects, including certain projects which had 
been classified on its balance sheet as “advance payments for purchases of property, plant and 
equipment” and “construction-in-progress" prior to finalization of the Company’s 31 December 2010 
financial statements. The Company’s management opted to reflect impairment charges with respect to 
these investments during the year ended 31 December 2010. The impairment charges taken during the 
three-month period ending 31 March 2010 reflect the hot-rolled coil expansion project.  The appraisal 
conducted on fixed assets as at 31 December 2010 did not seek to reappraise these assets as there is no 
expectation that this project will be completed.   

 
The resulting impairment charges of the Group and the Company, respectively were as follows: 

The Company’s land and buildings and machinery and equipment were appraised by independent 
appraisers during 2009 based on value-in-use (machinery and equipment), Depreciated Replacement 
Cost (land and buildings) and Open Market Value (machinery and equipment) assumptions, 
respectively. The result of these appraisals did not indicate any impairment in the carrying value of 
these assets as at 31 December 2009. 
 

 Net book value  Independent  Allowance  Recorded  Loss on 
 as at31  appraisal  for loss on  in  impairment 
 December2010  value  impairment  prior year  in 2010 
 ( in million Baht) 
The Company          
Existing project 17,590  15,367  2,223  2,507  202 
Downstream 6,747  3,374  3,373  1,245  2,128 
 24,337  18,741  5,596  3,752  2,330 
Downstream 2,215  -  2,199  166  2,033 
HRC Expansion 1,552  -  1,509  4  1,505 
Other 41  -  36  -  36 
 28,145  18,741  9,340  3,922  5,904 
GJ Steel          
Existing project 17,872  17,382  490  319  171 
Construction in          
  progress 6,775  3,652  3,123  544  2,579 
      24,647  21,034  3,613  863  2,750 
Total 52,792  39,775  12,935  4,785  8,654 
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In 2009, the Company also hired an independent appraiser to appraise assets under construction. The 
appraisal was made under the Replacement Cost Approach. The results of this appraisal indicated 
impairment of assets under construction and installation of Baht 1,566 million (including machinery 
from offsetting transaction of Baht 118 million as mentioned below). The Company set up full 
allowance for this impairment loss. 

 
Equipment purchased under offsetting agreements 
 
In 2009, GJ Steel entered into three agreements to purchase certain machineries for Baht 3,150 million 
(USD 93.5 million) as follows:  
 
 GJ Steel entered into an agreement with Counterparty A to purchase machinery from Counterparty 

A for Baht 1,017 million (USD 29.8 million) and offset the payables with amounts owed to G Steel 
by Counterparty A. 

 

 GJ Steel entered into an agreement with a supplier to purchase machinery for Baht 608 million 
(USD 18.2 million) and has paid the first instalment of Baht 221 million (USD 6.3 million). 
Subsequently, GJ Steel entered into an agreement with the supplier and Counterparty A to transfer 
all rights, benefits and liabilities under the purchase agreement, including the first instalment 
payment, to Counterparty A.  

 

 GJ Steel entered into an agreement with Counterparty D to purchase machinery for Baht 1,525 
million (USD 45.5 million) and to offset the cost of this machinery against the outstanding amount 
receivable from Counterparty D (see Note 7). 

 
The machinery purchased under the above agreements was delivered to GJ Steel during August and 
November 2009. GJ Steel hired an independent appraiser to appraise the machineries as at 31 
December 2009. The appraisal was made on the Depreciated Replacement Cost method and the 
appraised values of the machinery were greater than the purchase prices.   

 

15 Intangible assets 
 

 Consolidated financial statements 
 Software Licence Other  Total 
 (in million Baht) 
Cost     
At 1 January 2009 (restated) 295 41 1 337 
Additions 2 - - 2 
At 31 December 2009 and      
   1 January 2010 (restated) 297 41 1 339 
Additions 34 - - 34 
Disposals (103) - - (103) 
At 31 December 2010 228 41 1 270 
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 Consolidated financial statements 
 Software Licence Other  Total 
 (in million Baht) 
Accumulated amortisation     
At 1 January 2009 (restated) 215 18 - 233 
Amortisation charge for the year 10 2 - 12 
Impairment charge - - 1 1 
At 31 December 2009 and     
   1 January 2010 (restated) 225 20 1 246 
Amortisation charge for the year 3 1 - 4 
Impairment charge (37) - - (37) 
At 31 December 2010 (restated) 191 21 1 213 
     
Net book value     
At 1 January 2009 (restated) 80 23 1 104 
At 31 December 2009 (restated) 72 21 - 93 
At 31 December 2010 37 20 - 57 

 
 Separate 
 financial statements 
 Software 
 (in million Baht) 
Cost  
At 1 January 2009 (restated) 48 
At 31 December 2009 and 1 January 2010 (restated) 48 
Additions 17 
Disposals (48) 
At 31 December 2010 17 
  
Accumulated amortisation  
At 1 January 2009 (restated) 12 
Amortisation charge for the year 5 
At 31 December 2009 and 1 January 2010 (restated) 17 
Amortisation charge for the year 1 
Disposals (18) 
At 31 December 2010 - 
  
Net book value  
At 1 January 2009 (restated) 36 
At 31 December 2009 (restated) 31 
At 31 December 2010 17 
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16 Other non-current assets  
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010  2009 
   (restated)   (restated) 

  (in million Baht) 
Suspended construction in progress  2,086  2,086  -  - 
Less allowance for impairment  (2,042)  (2,042)  -  - 
  44  44  -  - 
        
Deposit and advance to suppliers 310 358 108 156 
Less allowance for impairment (202) (202) -  - 
  108 156 108 156 
      
Promissory notes  143  143  -  - 
Less allowance for doubtful accounts (143)  (143)  -  - 
  -  -  -  - 
      
Deposit-related party 4 4 3 4 3 
Other deposits  26 32 4 14 
Deferred cost of rolls  248  315  112  129 
Spare parts and equipment  1  7  1  7 
Others  72  53  18  2 
Total  503  610  247  311 

 
Suspended construction in progress of GJ Steel represents 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 of Baht 295 
million as at 31 December 2008 then, following a further independent appraisal prepared on the same 
basis, an additional impairment loss of Baht 250 million was recognised by the Company during 2009.  
 
As at 31 December 2010 and 2009 (restated), promissory notes issued by closed finance companies 
were pledged as collateral for loans of certain related parties from those closed finance companies.  
GJ Steel has fully provided for these promissory notes due to concerns about the financial position of 
the related parties.  

 
17 Interest-bearing liabilities 
 

 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million Baht) 
Current     
Short-term loans from financial         
  institutions (unsecured) 201  229  201  229 
     
Trade account payable 9,379 7,134 6,881 4,556 
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 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million Baht) 
Advance received from customer 1,584 1,584 1,584 1,584 
Loan from shareholder 405 - -  - 
     
Short-term loans from other parties     
  (secured) 398 - 398 - 
Short-term loan from other parties     
  (unsecured) 259 481 120 407 
 657 481 518 407 
Current portion of long-term loan      
  from financial institutions (secured) 1,377 2,132 - - 
Bonds (unsecured) 372 5,669 372 5,669 
Other current liabilities (Short-term     
  loans from related parties) (unsecured) - - 1 - 
 13,975 17,229 9,557 12,445 
Non-current     
Bonds (unsecured) 670 - 670 - 
Finance lease liabilities 1 - 1 - 
 671 - 671 - 
Total 14,646 17,229 10,228 12,445 
 
The periods to maturity of interest-bearing liabilities as at 31 December were as follows: 
 
 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010  2009 
  (restated)   (restated) 

 (in million Baht) 
Within one year 13,975  17,229  9,557  12,445 
After one year but within five years 671  -  671  - 
Total 14,646  17,229  10,228  12,445 
 
Secured interest-bearing liabilities as at 31 December were secured by the following assets: 
 
 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010  2009 
  (restated)   (restated) 

 (in million Baht) 
Warrants 15  -  15  - 
Trade account receivables 897  -  897  - 
Investments in subsidiary 4,927   4,706  1,179  - 
Inventories 1,977  375  1,820    104 
Total 7,816   5,081  3,911    104 
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Short-term loans from financial institutions 
 

As at 31 December 2010, the Company had short-term loans from financial institutions, representing 
liabilities under trust receipts, which bear interest at from 8.25 % to 15.5 % per annum. (2009 
(restated): 8.25% to 15% per annum). 
 

Short-term loans from other parties 
 

The Company 
 

Loan from an overseas company 
 
As at 31 December 2009 (restated), the Company had an outstanding principal balance of Baht 367 
million (USD 10.9 million) on a loan (the “Overseas Loan”) from an overseas company (principal 
balance due as at 31 December 2010: Baht 386 million (USD 12.6 million)),which bears interest at 9% 
per annum together with arrangement fee of 16% per annum (including penalty rate). The balance at 
31 December 2009 was due for repayment on 29 January 2010 but as the Company did not have 
sufficient resources to make the payment, the overseas company verbally agreed to extend the 
repayment date to 31 December 2010 (on the same terms as the original Overseas Loan agreement).  
Subsequently, the Company and the Overseas Loan provider signed an agreement which extended the 
date of maturity to 28 January 2011. Under the terms of the Overseas Loan, the Company is required 
to identify and pledge accounts receivable equating to amounts outstanding under the Overseas Loan.  
Therefore, as at 31 December 2010, Baht 897 million (USD 30 million) of the Company’s accounts 
receivable were pledged for the benefit of the Overseas Loan provider. As at 31 December 2010, the 
total unpaid balance of the Overseas Loan, including unpaid interest and fees was USD 17 million  
(Baht 523 million). Refer to Note 45.2 for further information concerning the Overseas Loan.     
 
Loan from a domestic company 
 
On 15 March 2010, the Company and a domestic lender entered into an agreement under which the 
domestic lender agreed to lend Baht 120 million to the Company (the “Domestic Loan”) for working 
capital purposes.  Under the terms of the Domestic Loan, the Company may draw on the proceeds of 
the Domestic Loan upon written request of the Company.  Once borrowed, amounts drawn must be 
repaid no later than 12 months from the respective drawdown date.  Interest accrues on the Domestic 
Loan at 14% per annum and is due on the principal repayment dates. The Company borrowed Baht 70 
million on 15 March 2010 and Baht 50 million on 18 March 2010. The Domestic Loan is secured by 
the Company’s post-dated cheques reflecting principal amounts owed on the scheduled repayment 
dates. As at 31 December 2010, the total outstanding on the Domestic Loan, including principal and 
interest was Baht 131 million. 
 
Loan from an individual 
 
On 9 December 2010, the Company entered into a loan agreement with an individual in the amount of 
Baht 15 million, which bears interest at 15% per. This loan has a one-year bullet maturity. Under the 
terms of this loan, the Company pledged 500 million units of its GJ Steel Second Warrants as collateral 
for the benefit of the lender. 
 
Working capital lines of credit 
 
(i) On 25 February 2010 the Company’s Board of Directors approved a resolution to permit the 

Company to enter into working capital support facilities with the Supporting Customer (see Note 
5) against which the Company can pledge an equivalent value of shares it holds in GJ Steel (up to 
a maximum of 3,000 million shares). The agreement with the Supporting Customer was executed 
by the Company on 17 March 2010.  As of 31 December 2010, the Company has received 
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significant support from the Supporting Customer in the form of (i) access to the Supporting 
Customer’s letter of credit capacity, (ii) advance payments made for future deliveries of product 
and (iii) extended payment terms with respect to accounts payable amounts owed to the 
Supporting Customer.  As at 31 December 2010, the total amount outstanding on the Supporting 
Customer’s letters of credit on the Company’s behalf, advance payments made to the Company 
and accounts payable (including accrued finance costs) owed to the Supporting Customer less 
accounts receivable is Baht 2,747 million (as at 31 December 2009 (restated): Baht 618 million).  
In conjunction with this working capital support, the Company pays the Supporting Customer’s 
letter of credit fees upon opening of the letter of credit to the respective lender, (i) a fixed fee for 
each transaction of Baht 100,000 to the Supporting Customer, and (ii) 1- 2.2% of the letter of 
credit per transaction directly to the respective lender.  Furthermore, to the extent the Supporting 
Customer is required to refinance the letters of credit with other credit facilities upon expiration of 
the letters of credit (due to delayed consumption of the raw materials procured with the 
aforementioned letters of credit), then the Company is required to reimburse the Supporting 
Customer for interest charges of 12% per annum which accrue from the date of expiration of the 
respective letter of credit until the amounts are repaid.  

 
As the Supporting Customer continues to support the Company with additional working capital 
sources above and beyond the amounts secured by the pledge of shares in GJ Steel during this 
period of constrained liquidity, the Supporting Customer has requested further security as a result 
of its increasing exposure.  On 23 September 2010, the Company’s Board of Directors approved 
a pledge of the Company’s unfinished pickling and oiling equipment, currently classified on the 
Company’s balance sheet as Construction in Progress, in the Supporting Customer’s favour. 

 
(ii) On 25 August 2010 the Board of Directors of the Company approved a resolution to permit     

G Steel to enter into a working capital facility of up to USD 20 million against which the 
Company can pledge up to 5,000 million GJ Steel shares. As of 31 December 2010, no agreement 
has been executed by the Company with respect to such approval. The efforts to put this facility in 
place are being undertaken with the assistance of Supporting Customer 2. The total net 
outstanding amounts owed to Supporting Customer 2 (Advance Payments plus Accounts Payable 
less Accounts Receivable) as of 31 December 2010 was Baht 469 million (31 December 2009 
(restated): Baht 253 million). 

 
As Supporting Customer 2 has continued to support the Company with additional working capital 
sources during this period of constrained liquidity, Supporting Customer 2 has requested further 
security as a result of its increasing exposure. On 23 September 2010, the Company’s Board of 
Directors approved a pledge of the Company’s unfinished hot strip mill improvement and the 
heavy gauge shearing line equipment, both currently classified on the Company’s balance sheet as 
Construction in Progress, in Supporting Customer 2’s favour. 

 
GJ Steel 

 
Short-term loans from other parties are unsecured and bear interest at 2.5% to 9% per annum in 2010 
(2009: 2% to 13% per annum). 
 
OAC 
 

Current portion of long-term loan from financial institution 
  
This USD-denominated loan from lenders to OAC (the “Lenders”) defaulted on 30 April 2009, but was 
subsequently remediated under a standstill agreement (the “Standstill Agreement”) on 22 March 2010. 
The Lenders hold OAC’s shareholding in GJ Steel as collateral, and under the original terms of the 
loan, may dispose of all or any of it in the event of OAC defaulting. Under the Standstill Agreement, 
the Lenders and the Subsidiary agreed as follows: 



156 G Steel Public Company Limited

G Steel Public Company Limited and its subsidiaries 
Notes to the financial statements  
For the years ended 31 December 2010 and 2009 (restated) 
 
 

 58 

 
1. The Lenders agreed to waive all existing defaults under the loan. 
2. OAC was due to make a USD 10 million principal repayment and a USD 1.5 million payment 

(equating to one-third of the interest and amendment fees accrued prior to the Standstill 
Agreement) to the Lenders by 3 May 2010. This principal repayment was made within the 
permitted 10-business day grace period of this date with proceeds generated via a sale of 2,200 
million of OAC’s GJ Steel shares, as permitted by the Lenders under the Standstill Agreement.  
The accrued interest and amendment fees payment was made in June following receipt of the 
Lenders’ permission. 

3. OAC was due to make a USD 20 million principal repayment to the Lenders and a USD 1.5 
million payment (equating to one-third of the interest and amendment fees accrued prior to the 
Standstill Agreement) on 1 September 2010.  (Due to continued liquidity constraints, OAC was 
unable to make the 1 September 2010 principal payment, deferred interest and deferred amendment 
fees payment.) 

4. Final maturity under the loan has been amended to be 3 January 2011 provided that OAC meets its 
obligations under the Standstill Agreement.  On the date of maturity, OAC is due to make the 
final principal repayment of approximately USD 25 million and a USD 1.5 million payment 
(equating to one-third of the interest and amendment fees accrued prior to the Standstill 
Agreement). Due to continued liquidity constraints, OAC was unable to make the 1 September 2010 
principal payment, deferred interest and deferred amendment fees payment. 

5. Current interest charges are to be paid monthly during the term of the Standstill Agreement. 
6. The Lenders permit OAC to sell a proportionate number of GJ Steel shares held as collateral by 

the Lenders in order to meet the aforementioned principal repayment obligations. 
7. No further amendment fees are applied by the Lenders provided OAC complies with the terms of 

the Standstill Agreement. 
 
All other terms and conditions under the previous loan agreement remained unchanged.  OAC and the 
Company are pursuing means of repayment of the remaining amounts owed under the loan via 
potential new strategic investors and/or new loans with financial institutions as referenced in Note 1.2.   

 
Subsequent to the execution of the Standstill Agreement, OAC learned that the Lenders had enforced 
one of two Company shareholder share pledges which had been provided to give additional collateral 
support for the loan to OAC.  The Lenders enforced one of the pledges resulting in the Lenders’ 
forced sale of 850 million shares of the Company (“Pledgor’s Property”).  OAC was informed during 
the first quarter of 2010 that such sale of the Pledgor’s Property took place between 8 October and 21 
October 2009.   
 
On 6 March 2010 OAC received a notice of subrogation from the shareholder whose Pledgor’s 
Property was sold by the Lenders.  The shareholder’s subrogation claim is a demand that OAC 
returns the Pledgor’s Property (the shares of the Company).  On 25 March 2010, the Company’s 
Board of Directors acknowledged the subrogation claim made of OAC and approved a resolution that 
when OAC has the capacity to do so, OAC should return the Pledgor’s Property. On 31 May 2010, 
OAC sent a letter to the shareholder whose Pledgor’s Property had been forced sold by the Lenders.  
OAC informed the shareholder that OAC intends to return the Pledgor’s Property by providing it with 
850 million shares of the Company when it has the capacity to do so.  The subrogation claim is 
classified as “Loan from shareholder” on the Company’s consolidated balance sheet as at 31 December 
2010 and has a prevailing balance of Baht 405 million.  Refer to Note 45.2 for an update concerning 
the Loan from shareholder and the Pledgor’s Property. 
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The Company’s financial statements as at 31 December 2009 (restated) disclosed that Baht 2,133 
million (USD 63.6 million) was due by OAC to the Lenders. The sale of the Pledgor’s Property 
resulted in net proceeds of USD 12.1 million which was applied to the balances owed by OAC to the 
Lenders as USD 4.0 million against accrued interest and fees as of that date and USD 8.1 million 
against loan principal.  Following this application, OAC’s liability with respect to this loan was Baht 
1,805 million (USD 55.5 million), excluding unpaid interest and amendment fees. 
 
Although OAC failed to make the required USD 10.0 million (Baht 326 million) principal payment 
on 3 May 2010, it did so within the permitted grace period (which ended on 19 May 2010). As noted in 
above 12, this payment was made via OAC’s permitted sale of 2,200 million shares of GJ Steel (or 5.54% 
of GJ Steel’s issued ordinary share capital) on 12 May 2010. Following completion of the aforementioned 
sale, OAC’s holding in GJ Steel reduced from 27.22% to 21.68%, and the direct and indirect holding of 
the Company in GJ Steel reduced from 49.66% to 44.12%. The USD 1.5 million of accrued interest and 
amendment fees was paid in June 2010 (following agreement of payment extension date by the Lenders).  
 
As noted in above Note 17(3) and 17(4), OAC was unable to fulfill the terms of the Standstill 
Agreement as it was unable to make the required principal repayment on 1 September 2010 and again 
on 3 January 2011. As a result of this default under the Standstill Agreement and because all amounts 
owed by OAC to the Lenders are due on or before 3 January 2011, the loan is currently classified as a 
current liability in the Group’s consolidated balance sheet.  Given G Steel’s and OAC’s present 
liquidity constraints, OAC and the Company are presently in discussions with the Lenders concerning a 
rescheduling of the missed principal payment.  As at 31 December 2010, the Lenders have not called for a 
default under the Standstill Agreement. 
 
OAC and the Company continue to maintain dialogue with the Lenders.  As of the date of this report, the 
Lenders have not agreed to formally extend the Standstill Agreement, but have verbally indicated a 
willingness to allow OAC and the Company to work on their recapitalization initiatives.  Following 
OAC’s subscription to the GJ Steel Second Warrants, OAC provided its GJ Steel Second Warrants as 
further collateral for the Lenders pursuant to the loan agreement with the Lenders.  Refer to Note 12 for 
details concerning the GJ Steel Second Warrants. 
 
Bonds 

 
As at 31 December 2010 and 2009 (restated), the Company had the following bonds in issue (the 
“Bonds”):  
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   Consolidated and Separate 

financial statements 
   2010 2009 
    (restated) 
   (in million Baht) 
Balance - beginning of the year  5,669  5,899 
Effect of exchange rate  (555)  (266) 
Amortisation of premium on face value  4  4 
Amortisation of deferred bonds management fee  25  32 
Debt reduction  (1,561)  - 
Conversion of bonds to equity  (2,540)  - 
Balance - end of the year  1,042  5,669 
Less Current portion of bonds     
   included under the  (372)  (5,669) 
Total of bonds – net of current portion  670  - 

 
On 2 September 2005, an extraordinary general meeting of the Company’s shareholders passed a 
resolution to approve the issue of bonds in an amount not exceeding USD 250 million or the 
equivalent in other currency and the offer of such bonds on the Singapore Stock Exchange. On 4 
October 2005, the Company offered its Bonds with the following terms and conditions:  
 

 - Form Unsecured bonds 
 - Maturity period 5 years 
 - Issue date 4 October 2005 
 - Maturity date 4 October 2010 
 - Offering value USD 100 million 
 - Offering amount 100,000 units 
 - Face value USD 1,000 per unit 
 - Offering price USD 981.16 per unit 
 - Interest 10.5 percent per annum, with semi-annual payment on 4 April and 

4 October of each year 
 - Redemption at the option 
     of the Company Full or partial redemption on or after 4 October 2008 at a price of 

105.25 percent of principal in 2008, 102.625 percent in 2009 and 
100 percent in 2010 plus accrued interest up to the period of 
redemption 

 - Redemption at the option 
     of the bondholders Redemption at a price of 101 percent of principal plus accrued 

interest at any time until maturity if there is a significant change in 
the Company’s shareholding structure. 

 
 - Covenants 1) A reserve is to be set aside as security for interest payment 
   2) If the Company creates additional long-term debt, it must 

maintain certain financial ratios 
   3) No dividend may be declared or paid if the Company is in 

default on interest payment 
   4) Funds received from bond issuance are not to be used for other 

than the stipulated purposes 
   5) Negative pledge 

 
On 16 February 2006, the Company issued and offered 70,000 units of Bonds. The Bonds have face 
value at USD 1,000 each, totalling USD 70 million. The offering price was USD 1,019.78 per unit and 
the terms and conditions were the same as for the previously issued bonds. 
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As at 31 December 2009 (restated), the Company had not maintain the required balance in an escrow 
account to meet the amount of the next Bonds coupon payment as specified in the Bonds covenant. On 
22 October 2009, the Company received a letter from the trustee of the bond to inform an event of 
default as the Company had failed to pay interest in the amount of USD 8.9 million which had fallen 
due on 5 October 2009.   
 
OAC was unable to make a loan instalment payment of USD 15 million or Baht 503 million that was 
due for payment in April 2009. Under a cross-default clause on the Bonds triggered by OAC’s loan 
covenant default, as well as a result of the above-noted interest payment default on the Bonds, the 
Bonds become due and payable upon the exercise of the rights of the bond holders.  The Bonds, with 
book value of Baht 5,669 million, have accordingly been reclassified as current liabilities in the 
consolidated and separate balance sheets as at 31 December 2009 (restated). 
 
The Bonds have been classified as current liabilities in the consolidated and separate balance sheets as 
at 31 December 2009 (restated) due to the following events of default taking place:  
 
 As at 31 December 2009 (restated), the Company did not maintain the required balance in the 

escrow account to meet the next Bonds coupon payment as specified in the Bonds covenant.  
 On 22 October 2009, the Company received a letter from the Bonds trustee informing the 

Company of an event of default as the Company had failed to pay Bonds interest of Baht 299 
million (USD 8.9 million) which fell due on 5 October 2009.   

 Under a Bonds’ cross-default clause which was triggered by OAC’s loan covenant default with the 
Lenders, the Bonds became due and payable upon the exercise of the rights of the bondholders.  

 On 4 April 2010 the Company was due to make an interest payment of Baht 291 million (USD 8.9 
million) on the Bonds.  The Company was unable to make such payment due to its constrained 
liquidity position.  On 22 April 2010 the Company received a letter from the Bonds trustee 
informing the Company of an event of default as a result of this non-payment. 

 On 12 October 2010, the Company received a letter from the Bonds trustee informing the 
Company of an event of default as the Company had failed to pay Bonds interest of Baht 271 
million (USD 8.9 million) which fell due on 4 October 2010.  Furthermore, the Company had 
failed to repay the principal balance of USD 170 million on the Bonds maturity date which was 
also 4 October 2010. 

 
As outlined in Note 1.3(b), the Company successfully completed the restructuring of the Bonds on 9 
December 2010.  Please refer to Note 1.3(b) for further details concerning the Bond restructuring. 
As a result of the Bond restructuring, the Company has recorded a gain from debt restructuring of Baht 
3,187 million detailed as follows. 
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  Consolidated and 

Separate financial 
statements 

  2010 
  (in million Baht) 
Carrying value of the debt obligation before the Bond Restructuring   
- Bonds (USD 170 million)  5,143 
- Accrued interest expenses (including withholding tax)  997 
  6,140 
   
Less Conversion of Bonds to share capital (USD 84 million)  (1,790) 
   
Less Future cash payments under new terms and conditions   
- Principal (USD 34.38 million)  (1,042) 
- Interest and withholding tax payment  (121) 
  (1,163) 
   
Gain from debt restructuring  3,187 
 

 
Currency denomination of interest-bearing liabilities  
 
The currency denomination of interest-bearing liabilities as at 31 December (restated) was as follows: 

 
 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010  2009 
  (restated)   (restated) 

 (in million Baht) 
Thai Baht (THB) 976 2,692 176 60 
United States Dollars (USD) 13,670 14,537 10,052 12,385 
Total 14,646  17,229  10,228  12,445 

 
18 Trade accounts payable 

 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010  2009 
   (restated)   (restated) 

 ( in million Baht) 
Related parties 4 59 206 59  177 
Business alliances 5 9 98 9  - 
Other parties 10,766 9,450 7,748  6,255 
Total 10,834 9,754 7,816  6,432 
     
Thai Baht (THB) 1,034 1,535 316 1,184 
United States Dollars (USD) 9,702 8,097 7,404 5,127 
Others 98  122  96  121 
Total 10,834  9,754  7,816  6,432 
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The Company had agreements to purchase raw materials with various overseas suppliers. The 
Company has released raw materials but still not paid for the material under consignment agreements 
totalling Baht 2,847 million as at 31 December 2010. The Company has to pay interest at LIBOR + 1% 
to LIBOR + 1.5% per annum on the released raw materials and on the payables balance from the 
boarding date on ship through the date on which full payment is made (31 December 2009 (restated) : 
Baht 4,934 million, interest rate at LIBOR + 1% to LIBOR + 1.5% per annum). Refer to Note 17 for 
further detail of working capital lines of credit. 
 
As at 31 December 2010, the Company had outstanding balance due to overseas suppliers of Baht 
1,506 million (USD 50 million) (2009 (restated): Baht 1,711 million (USD 32 million) bearing interest 
at 4.75%-9.75% per annum, LIBOR + 4.5% per annum and penalty charge 15% per annum (2009 
(restated): 4.75%-9.75% per annum) 
 
GJ Steel has agreements to purchase raw materials with various overseas suppliers. GJ Steel had 
released raw materials but still not paid for the material under consignment agreements in the amount 
of Baht 2,498 million as at 31 December 2010. GJ Steel has to pay interest at from 2.3 % to 12 % per 
annum on the released raw materials and on the payables balance from the shipping date until the date 
on which full payment is made (2009 (restated): Baht 2,578 million, interest rate at 2% to 6% per 
annum and MLR). 
 
Refer to Note 45.2 for details of trade creditor restructuring which took place subsequent to 31 
December 2010. 
 

19 Advances received from customers 
 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010 2009 
    (restated)   (restated) 

 ( in million Baht) 
Related parties 4 314  325  57 142 
Other parties 3,277  3,042  2,126 1,643 
Total 3,591  3,367  2,183 1,785 
       
Thai Baht (THB) 2,007  1,783  599 201 
United States Dollars (USD) 1,584  1,584  1,584 1,584 
Total 3,591  3,367  2,183 1,785 

 
As at 31 December 2010, the Company had received an advance from a customer for an amount of 
Baht 1,584 million (USD 49 million) (2009 (restated): Baht 1,584 million (USD 49 million)) bearing 
interest at 10% per annum. 
 
According to the master agreements with such customer, the Company has an obligation (as disclosed 
in Note 42.4) to deliver goods to the customer in the future and give a commodity discount for the 
goods sold to such customer. Refer to Note 45.2 for details of trade creditor restructuring which took 
place subsequent to 31 December 2010. 
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20 Accrued interest expenses 
 

  Consolidated  Separate 
  financial statements  financial statements 

  2010  2009  2010 2009 
    (restated)   (restated) 

 ( in million Baht) 
Bonds  121  520  121 520 
Consigned inventories  1,005  543  666 425 
Financial institutions 410  111  - 5 
Others  898  382  852 375 
Total 2,434  1,556  1,639 1,325 
     
Thai Baht (THB) 34 8 15 5 
United States Dollars (USD) 2,400 1,548 1,624 1,320 
Total 2,434  1,556  1,639  1,325 
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Provision for loss on purchase of inferior raw material 

In January 2010, the GJ Steel received scrap from an overseas supplier. GJ Steel appointed an 
independent surveyor to determine the impurity levels and found them to be significant. As at 31 
December 2010, GJ Steel had made full provision against these scrap inventories amounting to Baht 
100 million.  The total amount of the claim GJ Steel has made of the supplier by virtue of the 
supplier’s non-performance is approximately USD 3.7 million (Baht 113 million).  The supplier is 
also one of the “End Use Customers” (as defined in Note 41(B)).  On 1 March 2011, GJ Steel 
resolved the aforementioned supply claim in conjunction with the supplier’s End Use Customer claim 
referenced in Note 41(B). Refer to Note 45.3 for details of the agreement reached with the End-Use 
Customer. 

 
22 Other current liabilities 
 

 Consolidated  Separate 
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million Baht) 
Tax-related liabilities 1,327 798 688 509 
Machinery and construction     
  Payables 232 765 150 334 
Electricity payable 241 202 241 202 
Others  177 283 175 283 
Total 1,977 2,048 1,254 1,328 
     

 Separate financial statements 
 Purchase orders Termination    
 for undelivered contracts  Tax- related  
 raw material (See Note  provision Total 
 (see Note 42.3)    45.4)  (See Note 41 (C))   
 (in million Baht) 
At 1 January 2009  - -  58  58 
Provisions made   348  -  478  826 
At 31 December 2009 and        -     
  1 January 2010          
  (restated) 348 -  536  884 
Provisions made - 289  351  640 
Provision reversed  (222) -  -  (222) 
At 31 December 2010    126 289  887  1,302 
       
At 31 December 2009 and       
  1 January 2010          
  (restated)       
Current    348 -  536  884 

       
At 31 December 2010       
Current    126 289  887  1,302 
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 Consolidated  Separate 
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million Baht) 
Thai Baht (THB) 1,755 1,249 1,064 948 
United States Dollars (USD) 206 781 179 369 
Others 16 18  11  11 
Total 1,977 2,048 1,254 1,328 

 
23 Liabilities which were included under the rehabilitation plan 
 

 Consolidated  Separate 
 financial statements  financial statements 
 2010 2009 2010 2009 
   (restated)    (restated) 
 (in million Baht) 
Balance - beginning of the year 967 1,113 578 718 
Less Repayment and adjust exchange     
   rate during the year (29) (18) (7) (13) 
 Creditors forgiven debts after    
   the rehabilitation plan (27) (128) (27) (127) 
Balance - end of the year 911 967 544 578 
Less Current portion of liabilities      
   included under the     
      rehabilitation plan (381) (15) (14) (15) 
Total liabilities which were included      
 under the rehabilitation     
   plan - net of current portion 530 952 530 563 
     
Thai Baht (THB) 803 838 544 578 
United States Dollars (USD) 95 105 - - 
Others 13 24 - - 
Total 911  967  544  578 
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24 Share capital 
 

 Par value 2010  2009 (restated) 
 per share Number  Baht  Number  Baht 

 (in Baht) (million shares / million Baht) 
Authorised         
At 1 January         
- ordinary shares 1.00 13,860  13,860  13,860  13,860 
Increase of new shares 1.00 5,100  5,100  -  - 
At 31 December         
- ordinary shares 1.00 18,960  18,960  13,860  13,860 
         
Issued and paid up         
At 1 January         
- ordinary shares 1.00 13,760  13,760  13,760  13,760 
Converted debt to equity 1.00 2,521  2,521  -  - 
Increase of shares due to         
   compensation of         
   financial advisors 1.00 200  200  -  - 
At 31 December         
- ordinary shares 1.00 16,481  16,481  13,760  13,760 

 
 On 29 September 2010, the Extraordinary General Meeting of Shareholders No. 1/2553 passed the 

following resolutions. 
 
 1. Resolved to approve an increase in the authorised share capital of the Company from Baht 

13,860 million to Baht 18,960 million, through the issuance of no more than 5,100 million 
shares with par value of Baht 1. 

 
 2. Resolved to approve the amendment of clause 4 of the Company’s Memorandum of Association 

to correspond to the changes in the Company’s capital. 
 
 3. Resolved to approve the allotment of no more than 5,100 million of the newly issued ordinary 

shares in consideration of conversion into shares pursuant to the bond restructure in a total 
amount 2,721 million shares. 

 
On 3 December 2010, the Company registered the increase in the Company’s authorised share capital 
with the Ministry of Commerce by Baht 5,100 million comprising 5,100 million shares with par value 
of Baht 1 per share. 


 As at 31 December 2009 (restated), the registered ordinary shares which were not issued and paid-up 
represented ordinary shares reserved for the exercise of warrants. 

 
Shares issued 

 
On 9 December 2010, the Company registered the increase in the Company’s issued and paid-up 
share capital with the Ministry of Commerce by Baht 2,721 million comprising 2,721 million shares 
with par value of Baht 1 per share. 
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The allocation of shares issued was as See Note 1.3(b) for details concerning the restructuring of the 
Bonds: 

 
1. 2,521 million newly-issued ordinary shares were allocated to the shareholders of GS Notes. In 

this regards, the shareholders of GS Notes made payment for the Company's shares by 
transferring 252 million shares of GS Notes to the Company with the par value of Baht 10 per 
share. The exchange price was Baht 0.71 per share based on the market price of the Company’s 
shares on 9 December 2010date of shares registration 

2. 200 million newly-issued ordinary shares were allocated to two financial advisors in respect of 
the bonds restructuring. The financial advisors made payment for the Company's newly-issued 
shares by transferring 20 million shares of GS Notes, with the par value of Baht 10 per share to 
the Company. The transfer price was Baht 0.45 per share based on the cash option price for the 
advisory services. 

 
 
       Share  Share 
       capital  discount 
       Debit/(Credit) 
       (in million Baht) 
Shares issued for conversion of           
  debt to equity          
          
At 9 December 2010          
(Converted price of Baht 0.71 per share)       
 Principal amount      
      under the Bond        
      Restructuring Program     (2,521)  731 
       
Shares issued to financial advisors 
          
At 9 December 2010          
(Converted price of Baht 0.45 per share)       
 Compensation to     

financial advisors of the     
      Bond Exchange Program    (200)       100 
Total   (2,721) 831 

 
25 Additional paid-in capital and reserves 

 
Share premium  
 
Section 51 of the Public Companies Act B.E. 2535 requires companies to set aside share subscription 
monies received in excess of the par value of the shares issued to a reserve account (“Share 
Premium”). Share Premium is not available for dividend distribution. 
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Share premium (discount) 
 
  Consolidated and Separate 
  financial statements 
  2010  2009 
    (restated) 
  (in million Baht) 
Share premium (discount)    
At 1 January  1,976 1,976 
Conversion of debt to equity   (731) - 
Compensation to financial advisors of the Bond     
   Exchange Program  (100) - 
At 31 December  1,145 1,976 
 
Legal reserve 

Section 116 of the Public Companies Act B.E. 2535 requires that a company shall allocate not less 
than 5% of its annual net profit, less any accumulated losses brought forward, to a reserve account 
(“Legal Reserve”), until this account reaches an amount not less than 10% of the registered authorised 
capital. The Legal Reserve is not available for dividend distribution. 

 
26 Warrants  
  

On 12 January 2006, the Company issued 100 million warrants to directors and employees of the 
Company (ESOP) without charge. The warrants entitle the holders to subscribe for the Company’s 
ordinary shares. The warrants are exercisable for a period of 5 years from the issue date, in a ratio of 1 
warrant to 1 ordinary share. The exercise price is Baht 1 per share. The directors and employees can 
exercise one-third of all allocated warrants after the Company’s shares have been traded on the SET 
for 1 year, 2 years and 3 years, respectively. The first date of exercise was on 30 March 2007 and the 
last date was on 11 January 2011. 
  
The Company subsequently cancelled 23 million warrants since the employees who held them 
resigned, thus breaching the conditions under which such warrants were received. And the employees 
exercised 0.44 million ESOP warrants. 
 
As at 31 December 2010 there were 76 outstanding warrants (2009 (restated): 76 warrants outstanding). 
 

27 Segment information  
  

Segment information is presented in respect of the Group’s business segments and geographic 
segments based on the Group’s management and internal reporting structure. 
 
Business segments
 
Management considers that the Group operates in a single line of business, namely the production and 
distribution of hot rolled coils, and has, therefore, only one major business segment. 
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Geographic segments  
 
In presenting information on the basis of geographic segments, segment revenue is based on the 
geographic location of customers.  
 
The followings are the main geographic locations: 
 
Segment 1 Domestic 
Segment 2 Export 

  
Revenue and results, based on business segments and geographic segments of the Group for the years 
ended 31 December 2010 and 2009 (restated) were as follows: 

 
 Consolidated  
 financial statements 
 2010  2009 
   (restated) 
 (in million Baht) 
Segment revenue   
Domestic 22,152 20,271 
Export 752 1,681 
Total 22,904 21,952 
  
Segment gross profit/loss   
Domestic (459) (8,338) 
Export 68 (691) 

Total (391) (9,029) 
 
28 Selling expenses 

 
  Consolidated   Separate  
  financial statements  financial statements 

  2010 2009 2010  2009 
   (restated)   (restated) 

 (in million Baht) 
Commission expenses       - 3      -  3 
Packing expenses  4 4      -     - 
Domestic shipping expenses 219 236 96  140 
Export shipping expenses 56 67      -  8 
Total 279 310 96  151 
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29 Administrative expenses 
 
  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009 2010  2009 
   (restated)   (restated) 

 (in million Baht) 
Consulting expense 161  81  145  46 
Consulting fee for Bonds           
  restructuring  17 90  -  90  - 
Idle cost - depreciation and         
  amortisation expenses  34 245  341  168  194 
Idle cost - other   168  276  114  143 
Depreciation and         
  amortisation expenses  34 156  211  82  37 
Loss from disposal of assets 34 69  6  30  1 
Personnel expenses  237  183  75  50 
Demurrage charges  17  108  -     - 
Others  265  183  117  83 
Total  1,408  1,389  821  554 

 
30 Employee benefit expenses 

 
  Consolidated   Separate  
  financial statements  financial statements 

  2010 2009 2010  2009 
   (restated)   (restated) 

 (in million Baht) 
Management         
Wages and salaries  63  61  38  29 
Welfare  10  6  7  3 
Contribution to provident fund  2  1  1  1 

  75  68  46  33 
         
Other employees         
Wages and salaries  461  444  195  200 
Welfare  148  109  46  36 
Contribution to provident fund  18  17  4   4 
  627  570  245  240 
Total  702  638  291  273 
 
Membership to the provident funds is on a voluntary basis for the Company’s and GJ Steel’s 
employees. Contributions are made monthly by the employees at rates ranging from 2% to 10% of 
their basic salaries and by the Company and GJ Steel at rates ranging from 3% to 10% of the 
employees’ basic salaries. The provident funds are registered with the Ministry of Finance as juristic 
entities and are managed by a licensed Fund Manager.  
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31 (Reversal of) bad and doubtful debt expenses 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
    (restated)    (restated) 

 (in million Baht) 
Amount receivable from         
  related parties 4 1  -  (102)  1,172 
Loans to and interest receivable         
  from related parties 4 -  -  23  2,330 
Trade account receivable 7 297  369  572  211 
Receivables from scrap sales 9 (469)  473  (469)  473 
Other current assets 10 38  187  38  171 
Total  (133)  1,029  62  4,357 

 
32 Loss on impairment of assets 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
    (restated)    (restated) 

 (in million Baht) 
Investment in subsidiaries 12 -  -  478  341 
Advance payment for          
  purchases of property,          
  plant and equipment 13 2,613  129  2,601  - 
Property, plant and equipment 14 8,654  1,587  5,904  1,566 
Total  11,267  1,716  8,983  1,907 

 
33 Other expenses 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
    (restated)    (restated) 

 (in million Baht) 
Loss on write-off of tax          
  benefit   -  947     -     - 
Loss on sale of scrap with soil  853  205  853  205 
Loss on sale of pig iron  561  -  561  - 
Loss on purchase of inferior         
  raw material 21 100  -     -  - 
Loss on sale of investment 12 613  -     -  - 
Loss on contract termination 21 289  -  289  - 
Provision for tax-related         
  liabilities 21 823  803  351  478 
Total  3,239  1,955  2,054  683 
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Loss on write-off of tax benefit 
 
During 2009 the Group wrote-off the tax benefit of Baht 948 million carried on the consolidated 
balance sheet as at 31 December 2008.  Since 2008, the operations of GJ Steel were significantly 
affected by the global economic recession resulting in GJ Steel recording an operating loss of Baht 
4,593 million for the year ended 31 December 2009 (restated). Under these circumstances, 
management considered the value of the recorded tax benefit to be impaired and wrote-off the tax 
benefit in the consolidated statement of income for the year ended 31 December 2009 (restated). 
 
Loss on sale of pig iron 
 
During the year ended 31 December 2010 the Company recorded a one-time charge of Baht 561 
million on loss of sale of scrap.  This charge is related to the Company’s purchase and subsequent 
sale of 45,000 tons of pig iron that a supplier has had on consignment at the Company’s site since late 
2008.  Under the consignment agreements in which the Company has been supplied scrap and pig 
iron (the Company’s primary raw materials) in the past, the Company is typically required to consume 
the raw materials within 120-days of arrival at the Company’s site. The Company has been slow to 
consume this pig iron because (a) the Company committed to purchase this material just prior to the 
global economic crisis in 2008 and the committed price was, on average, USD 756 per ton (or 86% 
higher than the prevailing global market price at the time of the subsequent sale) and (b) the 
Company’s operations have been constrained by liquidity challenges making it difficult to purchase 
the consigned material.  As a result of the aforementioned circumstances, the supplier agreed to 
release the pig iron to the Company with the understanding that the Company immediately sells the 
material back to the supplier at the prevailing market price at the time of sale (USD 405 per ton), 
thereby incurring the aforementioned loss.  The loss has been recognised in the Company’s income 
statement and the accounts payable balance owed to the supplier. 

 
34 Expenses by nature 
 

The statements of income include an analysis of expenses by function. Expenses by nature disclosed in 
accordance with the requirements of various TFRS were as follows: 

 
 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million Baht) 
Included in cost of sales of goods:        
Raw material and consumable used 19,656  24,894  7,448  11,241 
Changes in inventories of finish goods (914)  1,684  (817)  366 
Depreciation and amortization 1,019  1,103  353  448 
        
Included in administrative expenses:        
Depreciation and amortization        
  (including in idle cost) 245  341  168  194 
Depreciation and amortization 156  211  82  37 
Operating lease expense 14  14  10  8 
Loss from disposal of assets 69  6  30  1 
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35   Finance costs 
 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010  2009  2010  2009 
   (restated)    (restated) 

 ( in million Baht) 
Finance costs:         

Bonds  580  789  580  789 
Financial institutions  502  821  20  28 
Other parties  1,170  707  858  620 

  2,252  2,317  1,458  1,437 
         
Capitalised as cost of         
  assets under construction 14 -  (259)  -  (259) 
Net  2,252  2,058  1,458  1,178 

 
36   Income tax expense 
 

The Group and the Company did not record income tax expense in the statement of income because 
the Group and the Company incurred losses in the current year and had significant losses brought 
forward from the prior years. 

 
37 Promotional privileges 

 
By virtue of the provisions of the Industrial Investment Promotion Act of B.E. 2520, the Company 
and GJ Steel have been granted privileges by the Board of Investment for the manufacturing of hot 
rolled coils, skin-passed coils, melted steel, steel billet and bloom, slab and pipe & tube in the case of 
the Company and for the manufacturing of hot rolled coils, direct reduced iron cold rolled/coated 
products, pickled and oiled products and re-Coiled and tempered products in the case of GJ Steel. The 
privileges granted include: 
 
(a) exemption from payment of import duty on machinery approved by the Board;  
 
(b) exemption from payment of income tax for certain operations for a period of eight years 
 from the date on which the income is first derived from such operations; 
 
(c)  a 100% reduction in the normal income tax rate on the net profit derived from certain operations 
 for a period of five to eight years, commencing from the expiry date in (b) above; and 
 
(d) a deduction for a period of ten years of an amount equal to 5% of the increase in income of 
 certain promoted operations over the income from those operations for the previous year. 
 
The Company has not earned income under the promotion certificate No. 1579(2)/2548 for the 
manufacture of skin-passed product and the promotion certificate No. 1829(2)/2549 for the 
manufacture of melted steel, steel billet and bloom, slab and pipe & tube. 
 
As promoted companies, the Company and GJ Steel must comply with certain terms and conditions 
specified in the promotional certificates. 
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Summary of revenue from promoted and non-promoted businesses: 
 
 Consolidated financial statements 
 2010  2009 (restated) 
   Non-      Non-   

 Promoted  Promoted    Promoted  Promoted   
 businesses  businesses  Total  Businesses  businesses  Total 
 (in million Baht) 

Export Sale 752 - 752 1,510    171 1,681 
Domestic Sale 14,302  7,850  22,152  10,550  9,721  20,271 
Total Revenue 15,054  7,850  22,904  12,060  9,892  21,952 
 
 Separate financial statements 
 2010  2009 (restated) 
   Non-      Non-   

 Promoted  Promoted    Promoted  Promoted   
 businesses  businesses  Total  Businesses  businesses  Total 
 (in million Baht) 

Export Sale - - - -    171    171 
Domestic Sale -  7,856  7,856  -  9,669  9,669 
Total Revenue -  7,856  7,856  -  9,840  9,840 

 
38 Loss per share 

 
Basic loss per share 
 
The calculation of basic loss per share for the years ended 31 December 2010 and 2009 (restated) was 
based on the loss for the year attributable to equity holders of the Company and the weighted average 
number of ordinary shares outstanding during the years as follows: 
 
 Consolidated   Separate  
 financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 (in million shares) 
     
Loss attributable to equity holders     
  of the Company (basic) (10,114) (10,315) (8,462) (9,751) 
     
     
Number of ordinary shares      
  outstanding at 1 January  13,760 13,760 13,760 13,760 
        
Effect of shares issued on        
  9 December 2010 172  -  172  - 
Weighted average number of        
  ordinary shares outstanding (basic) 13,932  13,760  13,932  13,760 
        
Loss per share (basic) (in Baht) (0.73)  (0.75)  (0.61)  (0.71) 
 
The Company did not calculate the diluted loss per share after taking into account the exercise of 
warrants for the years ended 31 December 2010 and 2009 (restated) because the exercise price of the 
Company’s warrants was higher than the fair value of the Company’s ordinary shares. 
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39 Changes in accounting policy 
  

With effect from 1 January 2010, GJ Steel changed its accounting policy with respect to the method 
used for calculating the value of finished goods from the specific method to the weighted average 
method as management considers it is more appropriate to the nature of the GJ Steel’s business, and 
the weighted average method is consistent with the Company’s accounting policy. 
 
This change has the effect of decreasing and increasing the carrying amount of inventories as at 31 
December 2010 and 2009 (restated) by Baht 1 million and Baht 0.1 million, respectively. The effect of 
the change in accounting policy is not material to the financial statements as a whole and, accordingly, 
GJ Steel has not made retrospective adjustments to the financial statements for the year 2009. GJ Steel 
received approval for this change from The Revenue Department on 19 October 2009. 
 

40 Financial instruments 
 
As at 31 December 2010 and 2009 (restated), the Group and the Company had not entered into any 
derivative contracts to hedge its exposure to foreign currency exchange risk.  
 
Significant risks of financial instruments are summarised as follows: 
 
Financial risk management policies 
 
The Group and the Company are exposed to normal business risks from changes in market interest 
rates and currency exchange rates and from non-performance of contractual obligations by 
counterparties. The Group and the Company do not hold or issue derivative financial instruments for 
speculative or trading purposes. 
 
Interest rate risk 
 
Interest rate risk is the uncertainty in value of financial assets and liabilities or net interest income as a 
result of the fluctuation of the market interest rate. Most of the interest rates of financial assets and 
liabilities of the Group/Company are floating rates, which are based on market rates. 
 
The effective interest rates of financial assets and financial liabilities as at 31 December 2010 and 
2009 (restated) and the periods to maturity or re-pricing were as follows:  
 

 Consolidated financial statements 

 
Effective  

Interest rate 
Within 1 

year 
After 1 year but 
within 5 years 

After 5 
years 

Total  
 

 (% per annum)  (in million Baht) 
2010      
Financial assets :      
Cash and cash equivalents 0.2 - 1.25 75  -  -  75 
Trade account receivable 4 296  -  -  296 
Current investment 0.65 - 1.25 5  -  -  5 
Restricted deposits at         
  financial institutions 0.75 - 2.5 3  201  -  204 
  379  201  -  580 
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 Consolidated financial statements 

 
Effective  

Interest rate 
Within 1 

year 
After 1 year but 
within 5 years 

After 5 
years 

Total  
 

 (% per annum)  (in million Baht) 
Financial liabilities:        
Short term loans from         
  financial institutions 8.3 - 15.5 201  -  -  201 
Short-term loans from           
  other parties 2.5 -25 657  -  -  657 
Current-portion of          
  long-term loan from SIBOR +        
    financial institutions MARGIN 1,377  -  -  1,377 
Bonds 3 372  670  -  1,042 
Trade accounts payable LIBOR+1 - 1.5 9,379  -  -  9,379 
 and 4.65 - 24.5         
Advance received from           
  customers 10  1,584  -  -  1,584 
Total  13,570  670  -  14,240 

 

      
2009 (restated)      
Financial assets :      
Cash and cash equivalents 0.5 -1.25 61  -  -  61 
Trade Account Receivable 4.0 336  -  -  336 
Current investment 0.75 - 2.75 3  -  -  3 
Restricted deposits at         
  financial institutions 0.75 - 2.75 -  200  -  200 
  400  200  -  600 
Financial liabilities:        
Short term loans from         
  financial institutions 8.25 229  -  -  229 
Short-term loans from           
  other parties 2 – 13   -  -  481 
Current-portion of  SIBOR +        
  long-term loan from MARGIN        
    financial institutions  2,133  -  -  2,133 
Bonds 10.5 5,669  -  -  5,669 
Trade accounts payable LIBOR+1 - 9,222  -  -  9,222 
 1.5 and 4.65        
Advance received from           
  customers 10  1,584  -  -  1,584 
Total  19,318  -  -  19,318 
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 Separate financial statements 

 
Effective  

Interest rate 
Within 1 

year 
After 1 year but 
within 5 years 

After 5 
years 

Total  
 

 (% per annum)  (in million Baht) 
2010      
Financial assets :      
Cash and cash equivalents 0.5 - 1.3 18  -  -  18 
Trade Account Receivable 4.0 296  -  -  296 
Restricted deposits at         
  financial institutions 1.4 - 2.5 3  24  -  27 
Receivable from related         
  party for offsetting         
  transaction MLR+1 -  958  -  958 
Total  317        982  -  1,299 
        
Financial liabilities :        
Short-term loans from         
  financial institutions 8.3 - 15.5 201  -  -  201 
Short-term loans from          
  other parties 7.0 – 25.0 518  -  -  518 
Bonds 3  372        670   -  1,042 
Trade accounts payable LIBOR+1-1.5 6,882  -  -  6,882 
 and 4.65 - 24.5         
Advance received from           
  customers 10  1,584  -  -  1,584 
Total   9,557  670  -  10,227 

 

      
2009 (restated)      
Financial assets :      
Cash and cash equivalents  0.5 - 1.3 18  -  -  18 
Trade Account Receivable 4 336  -  -  336 
Restricted deposits at         
  financial institutions 1.4 - 2.5 8  24  -  32 
Total  362  24  -  386 
        
Financial liabilities :        
Short-term loans from         
  financial institutions 8.3 - 15.5 229  -  -  229 
Short-term loans from          
  other parties 9 – 10 407  -  -  407 
Bonds 10.5  5,668  -  -  5,668 
Trade accounts payable LIBOR+1-1.5 6,644  -  -  6,644 
 and 4.65         
Advance received from           
  customers 10  1,584  -  -  1,584 
Total   14,532  -  -  14,532 
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Liquidity risk 
 
Liquidity risk arises from the difficulty in mobilising funds for timely and adequately meeting of 
commitments under financial obligations. Liquidity risk may arise from failure to sell financial assets 
at a price close to the fair value.  
 
The Group and the Company have liquidity risk as the Group and Company need to generate sufficient 
operating cash flows to meet both their working capital requirements and their operating obligations, 
including obligations under the rehabilitation plan (see Note 1.2). 
 
Foreign currency risk 
 
The Group and the Company are exposed to foreign currency risks relating to purchases and sales 
which are denominated in foreign currencies. As at 31 December, the Group and the Company were 
exposed to foreign currency risks in respect of financial assets and liabilities denominated in the 
following currencies: 
 

 

  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009  2010 2009 
   (restated)   (restated) 

 ( in million Baht) 
United States Dollars         
Cash and cash equivalents 6 13  14  4  3 
Trade accounts receivable 7 107  464  93  104 
Other current assets 10 266  518  66  381 
Restricted deposit at financial         
  institutions 11 2  2  2  2 
Short-term loans from financial         
  Institution  (161)  (208)  (161)  (208) 
Short-term loans from other parties  (412)  (387)  (383)  (367) 
Current portion of long term loan         
  from financial institutions   (1,377)  (2,133)  -  - 
Bonds  (1,041)  -  (1,041)  - 
Trade accounts payable 18 (9,702)  (8,097)  (7,404)  (5,127) 
Advance received from customers 19 (1,584)  (1,584)  (1,584)  (1,584) 
Accrued expense  (380)  (99)  (117)  (64) 
Accrued interest expenses 20 (2,400)  (1,548)  (1,624)  (1,320) 
Provision for losses related to          
  performance guarantees  (678)  (620)  -  - 
Other current liabilities 22 (206)  (781)  (179)  (369) 
Liabilities under rehabilitation plan 23 (95)  (105)  -  - 
Gross balance sheet exposure                    (17,648) (14,564)  (12,328) (8,549) 
         
Estimated forecast sales                                -  262  -  - 
Estimated forecast purchases        (5,039)  (10,049)  (2,261)  (7,334) 
Gross exposure                                (22,687)  (24,351)  (14,589)  (15,883) 
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  Consolidated   Separate  
  financial statements  financial statements 

 Note 2010 2009  2010 2009 
   (restated)   (restated) 

 ( in million Baht) 
Others       
Other current assets 10 34  52  17  37 
Trade accounts payable 18 (98)  (122)  (96)  (121) 
Accrued expenses  (10)  (14)  -  - 
Other current liabilities 22 (16)  (18)  (11)  (11) 
Liabilities under rehabilitation plan 23 (13)  (24)  -  - 
Gross balance sheet exposure                    (103) (126)  (90) (95) 
Estimated forecast purchases                        (312) (375)  (35) (336) 
Gross exposure                            (415) (501)  (125) (431) 
 
Determination of fair values 
 
A number of the Group’s and the Company’s accounting policies and disclosures require the 
determination of fair value, for both financial and non-financial assets and liabilities.  The fair value 
is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction.  Fair values have been determined for measurement 
and/or disclosure purposes based on the following methods.  When applicable, further information 
about the assumptions made in determining fair values is disclosed in the notes specific to that asset or 
liability. 
 
The fair value of trade and other short-term receivables is taken to approximate the carrying value. 
 
The fair value of non-derivative financial liabilities, which is determined for disclosure purposes, is 
calculated based on the present value of future principal and interest cash flows, discounted at the 
market rate of interest at the reporting date. 
 
The fair value of financial assets and liabilities is close to the carrying value in the balance sheets as at 
31 December 2010 and 2009 (restated). 
 
Maturities of financial assets and liabilities 
 
Details of the maturities of financial assets and liabilities have been provided in the relevant notes to 
the financial statements. 
 
Capital management 

 
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market 
confidence and to sustain future development of the business. The Board is presently seeking 
additional capital investment in order to secure the ongoing viability of the Group and the Company. 
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41 Restatement of financial statements 
 

On 16 August 2010, the Company’s Board of Directors approved a decision to restate the Company’s 
and the Group’s previously-issued 2009 financial statements following a request to do so by the Thai 
Securities and Exchange Commission (the “SEC”) and to correct the following errors which were 
made during these years as a result of (A) the Company’s and GJ Steel’s previously under-recorded 
historical supplier liabilities (and the Company’s associated overstatement of current assets and non -
current assets), (B) GJ Steel’s provisions for losses related to performance guarantees and the 
Company’s provisioning of a related receivable, (C) the Company’s, OAC’s and GJ Steel’s provisions 
for under-recorded tax obligations and (D) the Company’s decision to adjust an unusable scrap charge 
originally taken in the three-month period ended 31 March 2009 to the year ended 31 December 2008.   
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The Group’s management explanation for the adjustments which have been made to correct the 
previously-made errors is as follows: 
 
(A) Previously under-recorded historical supplier liabilities  
 

During 2010, the Company and GJ Steel were informed by four raw material suppliers, one of 
which is a supplier in common to both the Company and GJ Steel (the “Suppliers”), that the 
balances owed to the Suppliers was higher than the amounts previously recorded by the 
Company and GJ Steel. Upon continued discussion and reconciliation with the Suppliers, it was 
determined that the Suppliers’ principal claims were correct.  The differences stemmed from 
historical periods when the global financial crisis significantly impacted the value of delivered 
raw materials.  During this period of extraordinary pricing volatility there were negotiations 
with the Suppliers in regards to potentially obtaining discounts to the prices confirmed in the 
original purchase orders, some of which covered raw materials under consignment agreements.  
As a result of the misunderstanding between the Company and the Suppliers and GJ Steel and its 
Suppliers concerning negotiated discounts, the Company and GJ Steel originally recorded losses 
on the values for inventories, provisional losses of confirmed purchase orders, and resulting costs 
of goods sold and accounts payables that were different from those reconciled with the Suppliers.  
The Company and GJ Steel have since reconciled their accounts with the Suppliers.  As a result 
of this reconciliation and updated management views on the liabilities owed to the Suppliers, the 
Company and GJ Steel have decided to reissue its reporting of the respective differences in 
inventory losses, provisional losses of confirmed purchase orders, and the resulting costs of 
goods sold and accounts payables as noted in the above tables.  The Company is also restating 
the deposits placed with certain Suppliers as prepayments for future deliveries of raw materials 
(reflected in the Company’s other current assets and other non-current assets accounts).  
Furthermore, the Company and GJ Steel are restating the interest charges (reflected in the 
Company’s and GJ Steel’s finance costs and accrued interest expenses) related to the associated 
understatement of principal balances and corresponding accounts payable for the raw materials 
placed on consignment.  The final adjustment required pursuant to the Company’s and GJ 
Steel’s reconciliation with the Suppliers is with respect to the net foreign exchange gains and 
losses during the restated periods as the agreements with the Suppliers are denominated in 
foreign currency. 
 
In addition, during the supplier balance confirmation process, one of the Company’s utility 
suppliers confirmed that balances incurred prior to the Company’s rehabilitation plan had been 
forgiven whilst these balances had remained recorded in the Company’s liabilities under 
rehabilitation plan.  The restatement also provides for the necessary adjustment to this liability. 
 

(B) Provision for losses related to performance guarantees 
 

The Company and GJ Steel may face claims from two end-use customers (the “End-Use 
Customers”) related to an agreement covering the supply of hot-rolled coils.  Following further 
review by the Company’s and GJ Steel’s management during 2010, GJ Steel has decided to 
retrospectively record provisional charges related to these potential claims and reissue its 
financial statements to show the impact of recording these provisional charges during the 
historical period in which these provisional charges should have been recorded (for the year 
ended 31 December 2009 (restated)). The amount of provision recorded as at 31 December 2009 
(restated) was USD 18 million (Baht 620 million).  
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The potential claims stem from a commercial decision made by the Company and GJ Steel just 
prior to the market turmoil and downturn stemming from the late 2008 global financial crisis.  
During this period, GJ Steel was approached by an intermediary retailer of hot-rolled coils (the 
“Intermediary”) with whom GJ Steel had previously conducted business whereby the 
Intermediary committed to sell hot-rolled coil products to the End-Use Customers. The 
Intermediary agreed to purchase the hot-rolled coils at an increased price due to the extended 
credit terms and a delivery guarantee offered by GJ Steel to the End-Use Customers. The End-
Use Customers also required and were provided with the joint and several guarantee of the 
Company for the Intermediary’s performance.  GJ Steel has since been informed by the End-
Use Customers that the Intermediary failed to perform its commitments. The End-Use Customers 
are now seeking relief from GJ Steel to the extent that they have not received value from the 
Intermediary.  However, neither of the End-Use Customers has taken legal action against the 
Company or GJ Steel.  
 
Given the joint and several nature of the guarantee provided by the Company, the Company is 
also disclosing these non-duplicative amounts as a contingent liability as stated in Note 44.1. 
 
One of the End-Use Customers was also a customer of the Company.  The End-Use Customer 
owed the Company USD 3.1 million (Baht 104 million) for a prior delivery of hot-rolled coils 
that took place during the year ended 31 December 2008 (“End-Use Customer Receivable”).  
The End-Use Customer provided the Company with notice that it was offsetting payment of the 
End-Use Customer Receivable against the value of the aforementioned performance guarantee.  
Given GJ Steel’s recognition of the provisional charges related to the performance guarantee in 
the restated year ended 31 December 2009, the Company is likewise recording a full provision of 
the End-Use Customer Receivable during the same restated period. Refer to Note 45.3 for details 
of events which took place subsequent to 31 December 2010 which will impact the provision 
carried during the first quarter of 2011 and the status of the Company claim related to the USD 
3.1 million offset applied by one of the End-Use Customers. 

 
(C) Provision for taxes 
 

During its review of prior periods, the Company, OAC and GJ Steel have discovered that they 
have under-recorded certain of their tax-related obligations.  The Company, OAC and GJ Steel 
have commenced formal discussions to remediate these errors with the relevant tax authorities.  
The Company, OAC and GJ Steel have recorded their corrected assessment of these tax 
obligations and have made assessments for potential penalties and surcharges. The effects of 
these adjustments are reflected in the Company’s separate and consolidated other current assets, 
provision for taxes, other current liabilities, accrued expenses and administrative expenses. 
Accrued expenses are reduced and other current liabilities are increased as a result of a 
reclassification of potentially-applicable penalties for Group presentation consistency. 

 
(D) Timing adjustment for loss on scrap with soil  
 

During its review of prior periods, the Company determined that a provisional expense assessed 
for unusable raw materials originally recorded during the three-month period ended 31 March 
2009 totalling Baht 1,585 million is more appropriately recognized during the year ended 31 
December 2008. “Unusable raw material” refers to scrap or pig iron that is determined to have an 
excessive concentration of impurities which would, if used, result in unsafe operations or the 
production of unsalable hot-rolled coils. The inventory to which the provisional expense was 
applied was in the Company’s inventory during year ended 31 December 2008. As such, the 
Company has determined that it is more appropriate to accelerate the provisional charge to the 
period in which these materials would have been deemed unusable by the Company. 
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(E) Retained deficit 
 
The retained deficit account adjustments represent the summation of the adjustments referenced 
in the above Notes A through D. 

 
42 Commitments with non-related parties  
 

42.1 Commitments 
 

  Consolidated   Separate  
  financial statements  financial statements 

 2010 2009 2010 2009 
  (restated)  (restated) 

 ( in million Baht) 
Capital commitment  
Contracted but not provided for  
Land  58 105 - - 
Buildings and other constructions  88 90 83 85 
Machinery and equipment  345 3,808 270 3,725 
Total 491 4,003 353 3,810 

 
Lease and service agreement commitments 
Within one year  9  7  5  5 
After one year but within five years  14  16  9  16 
Total  23  23  14  21 
         
Other commitments        
Bank guarantees 488  436 295  267 

  
Refer to Note 45.4 for details of contract terminations with respect to the Company’s earlier-planned 
capital projects. 

  
As at 31 December 2010 and 2009 (restated), the Company had a credit facility of Baht 238 million 
for bank guarantees with a domestic bank which was collateralised by shares of public companies held 
by the directors and a related party. 
 
Refer to Note 17 for details of OAC’s commitments under the Standstill Agreement with the Lenders. 
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42.2 Lease and service agreements commitments 
 

The Company 
 

a) The Company has entered into agreements for the provision of raw materials, raw water 
and water supply management. The Company is to pay service fees related to raw materials 
management, raw water and water supply management based on the quantity used. 

 
b) The Company has entered into agreements to purchase natural gas. The Company is 

required to pay service fees under these agreements at variable rates based on the quantity 
of gas consumed. 

 
c) On 1 January 1999, 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 8 million per month. 

 
 2010  2009 
 (in million Baht) 
Long-term agreement commitments  
Within one year 100  104 
After one year but within five years 401  416 
After five years 301  416 
Total 802  936 

 
d) On 26 October 2006, the Company’s Board of Directors approved the Company’s entrance 

into the “Energy Service Agreement” with an electricity supply company, and later 
amended and restated the contract on 16 May 2008, in order to have an alternate source of 
electricity supply.  Electricity is the primary utility input in the Company’s production 
process. Details of the Energy Service Agreement are as follows: 

 
 The term of the agreement is 25 years from the substantial completion date, which is 

currently anticipated in November 2010. 
 The capacity for the electricity supply under the agreement is 70 MW at 230kV. 
 The purchase price, computed from the combined factors of the capacity charge and 

the energy charge, is directly proportionate to the Thai Baht - USD exchange rate and 
PTT (Thailand’s state natural gas supplier)’s natural gas price. 

 The contract contains a minimum “Take or Pay” clause. 
 The Company is subject to a substation and transmission facilities fee of Baht 0.8 

million each month for 120 months starting from the substantial completion date. 
 The Company needs to provide payment security of at least Baht 270 million. 

  
GJ Steel  

  
e) On 1 December 2003, GJ Steel entered into a ten-year agreement to purchase natural gas 

with monthly charges based on consumption. 
 

b) On 1 May 2008, GJ Steel entered into a three-year agreement to receive consultation for 
the most suitable refractory design and for delivery of any refractory consumables. The 
pricing of the agreement is based on the cost per ton of refractory consumed in each month. 

 
c) On 1 November 2004, GJ Steel 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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 2010  2009 
 (in million Baht) 
Long-term agreement commitments  
Within one year 71  1 
After one year but within five years 282   
After five years 624  5 
Total 977  ,8 

 
42.3 Raw material purchase orders 

 
The Company 

 
As at 31 December 2010, the Company had outstanding purchase orders for raw materials that 
have not been delivered to the Company totalling Baht 2,279 million (2009 (restated): Baht 
3,246 million). Some of these orders were placed in the third quarter of 2008 when prices were 
significantly in excess of current market prices. The Company has increased orders during the 
year 2009 in order to decrease the average cost of raw materials. The Company has estimated 
the loss in respect of outstanding purchase orders of raw materials that have not been delivered 
based on a comparison with the anticipated economic benefits received from estimated sales 
price realizations and the conversion costs of finished products, and the Company has recorded 
the provision for this loss totalling Baht 126 million as at 31 December 2010 (2009 (restated): 
Baht 348 million). 

  
 The Company had agreements to purchase raw materials with various overseas suppliers under 

consignment agreement under which the ownership of unreleased raw materials belongs to the 
suppliers. The Company has to pay interest at LIBOR + 1% to LIBOR + 1.5% per annum on 
the unreleased raw materials from the boarding date on ship through the date on which the 
materials have been fully paid. (2009 (restated): LIBOR + 1% to LIBOR + 1.5% per annum) 

 
GJ Steel 

 
As at 31 December 2010, GJ Steel had outstanding purchase orders for raw materials that have 
not been delivered to GJ Steel totalling Baht 2,277 million (2009 (restated): Baht 2,468 
million). Some of these orders were placed since the third quarter of 2008 when prices were 
significantly higher than current market prices. Since the first quarter of 2009, new purchase 
orders were placed in order to reduce the average cost when GJ Steel releases the raw material 
into production. GJ Steel has estimated the provision for loss in respect of outstanding purchase 
orders for raw materials that have not been delivered at approximately Baht 128 million based 
on a comparison with the economic benefits expected to be received from prevailing market 
selling prices for finished products and the estimated conversion costs of finished products and 
has recorded the provision for this loss in the financial statements for the year ended 31 
December 2009 (restated). 

 
GJ Steel had agreements to purchase raw materials with various overseas suppliers forpurchase 
of raw materials under consignment agreements, under which the ownership of unreleased raw 
material belongs to the suppliers. GJ Steel has to pay interest at from 2% to 12% per annum on 
the unreleased raw materials and on the payables balance from the shipment date until the date 
on which full payment is made. (2009 (restated): 2% to 6% per annum and MLR) 
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42.4 Customer advances 
 

As of 31 December 2010, the Company had received advances from customers totalling Baht 
2,183 million (2009 (restated): Baht 1,785 million) and had the obligation to deliver goods to 
the customers in the future. GJ Steel had received similar advances totalling Baht 1,408 million 
as at 31 December 2010 (2009 (restated): Baht 1,583 million). 

 
42.5 Financial advisory agreements 

The Company and its subsidiaries have entered into various financial advisory agreements 
with third parties for advice on seeking new investment capital from abroad, finding 
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.  

 
43 Litigation 

 
The Company and GJ Steel had the following pending litigation: 

  
43.1 The Company 

 
a) Supplier complaint cases  
 

Five suppliers filed complaints against the Company for the breach of sale and purchase 
agreements and a hire of work agreement.  

 
Currently, there is one case pending with the court in which the supplier has demanded 
damages in principal amounts of Baht0.5 million. The claimant has also demanded interest 
on his claim accruing at the rate of 7.5% per annum from the date on which the complaint 
was filed through the date of full repayment. The interest component of this claim has not 
been recorded by the Company. The Company has recorded Baht 0.5 million principal 
amount of these claims within “Trade Accounts Payable” and “Advances received from 
customer” as at 31 December 2010. No provision has been recorded in respect of the 
accrued interest in connection with these claims. 

 
Currently, the court has ruled its judgement in favour of four suppliers totalling Baht 38.6 
million including interest at the rate of 7.5% and 15% per annum. The Company has 
recorded the Baht 34.7 million principal amount of these claims within “Trade Accounts 
Payable” as at 31 December 2010.  No provision has been recorded in respect of the 
accrued interest in connection with these claims. 

 
b) Supplier arbitration cases   

 
Three suppliers filed complaints against the Company via arbitration processes for the 
breach of sale and purchase agreements and demanded damages of USD 87.7 million (Baht 
2,658 million). Currently, one arbitration case is pending.  
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Details of the three arbitration cases are as follows: 
 

b.1) American Arbitration Association 
  

According to Case No. 50 192 T 00526 09, the claimant filed a complaint against the 
Company for the alleged breach of the conditions of a purchase agreement and 
demanded damages in the amount of USD3.0 million of principal including interest 
at the rate of 15% per annum. The Company has recorded the USD 2.5 million 
principal amount of these claims within “Trade Accounts Payable” as at 31 December 
2010. No provision has been recorded in respect of the accrued interest in connection 
with these claims. Currently,this case is pending before the arbitrator. 

 
b.2) Singapore International Arbitration Centre  

 
(i) According to Case No. ARB092/08/MM, the claimant filed a complaint against 

the Company for the alleged breach of the conditions of a purchase agreement 
and demanded damages in the amount of USD 2.9 million of principal including 
interest at the rate of 15% per annum.  

  
 The Company has recorded the USD2.4 million principal and USD0.6 million 

of interest in connection with these claims within “Trade Accounts Payable” and 
“accrued interest expense” as at 31 December 2010. 

  
Currently, the tribunal made its final award and ordered that Company pay the 
claimantthe following sums: 
1. The principal sum of USD 2.4 million 
2. Interest totalling USD 0.6 million 
3. Costs of the arbitration of Singapore $ 0.2 million and 
4. Legal costs of USD 0.2 million. 

This case has been resolved between the Company and the counterparty since the 
reporting date.  Refer to Note 45.2 for details. 

 
(ii) According to Case No. ARB115/09/MM- ARB124/09/MM, the claimant filed 

multiple complaints against the Company for the alleged breach of the conditions 
of the purchase and sale agreements in the amount of USD 81.8 million.  In 
addition, the claimant is seeking interest accruing at the rate of 10% per annum. 
The Company has booked in the Company’s Financial Statement for USD78.4 
million in principal and USD16.3 million of interest in connection with these 
claims within “Trade Accounts Payable,” “Advance from customer” and 
“Accrued interest expense” as at 31 December 2010.  

 
Currently, the tribunal made its final award and ordered that Company pay the 
claimantthe following sums: 

 
1.  USD 93.7 million in respect of non-prepayment, outstanding payments 
plus interest at the rate of 10% per annum to the date of the award. 
 
2.  USD 0.4 million in respect of legal costs and expenses incurred in 
connection with the arbitration, the Tribunal’s fees and the Singapore 
International Arbitration Centre’s charges. 



This case has been resolved between the Company and the counterparty since the 
reporting date.  Refer to Note 45.2 for details. 
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43.2 GJ Steel  

  
a) Central Intellectual Property and International Trade Court 

 
According to Black Case No. Kor. Kaw. 5/2548 dated 21 January 2005, GJ Steel 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”). GJ Steel considers that the Defendant has breached the conditions of the 
Letter which caused damage to GJ Steel. The Defendant had made payment to one of GJ 
Steel’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 GJ Steel instructing the Defendant to 
withhold payment until all conditions were met. The Defendant deducted the value of the 
Letter from GJ Steel’s account. GJ Steel did not receive the goods from the 
supplier.  Therefore, GJ Steel has sued the Defendant for damages, including interest and 
other estimated damages, amounting to Baht 8,594 million.  
 
Presently, the Central Intellectual Property and International Trade Court has dismissed the 
claim of GJ Steel. GJ Steel does not agree with this decision, therefore, on 24 April 2009, 
GJ Steel filed an appeal against the lower court’s decision to the Supreme Court. GJ Steel 
accounted for the charge made against GJ Steel’s account by the Defendant (Baht 202 
million) within “Advance to Suppliers”. A full provision was made against this balance 
during 2008. 
 

(b) South Bangkok Civil Court 
 

(i)  According to Black Case No. 280/2552, on 27 February 2009 N.T.S. Steel Group PCL 
filed a complaint against GJ Steel for the alleged breach of the conditions of a water 
purchase agreement and demanded damages in the amount of Baht 8 million including 
interest of 7.5% per annum. On 30 November 2009, the South Bangkok Civil Court 
rendered its judgment on this complaint in favour of N.T.S. Steel Group PCL under 
which GJ Steel has been ordered to pay these amounts. On 29 January 2010, GJ Steel 
filed an appeal against the judgment of the South Bangkok Civil Court. Presently, this 
case is pending at the court. GJ Steel has provided for the Baht 4.3 million principal 
amount of this claim within “Trade Accounts Payable” as at 31 December 2010 and 
2009 (restated).    No provision has been recorded in respect of the accrued interest in 
connection with this claim. 

 
(ii) According to Black Case No. 1201/2553, on 5 July 2010 Sriracha Harbour PCL filed a 

complaint against GJ Steel for the alleged breach of a hire of work agreement and 
demanded damages of Baht 111 million including interest at the rate of 15 % per 
annum.  Presently, this case is pending in the court. GJ Steel has provided for the Baht 
83.6 million principal amount within “Trade Accounts Payable” as at 31 December 
2010 and 2009 (restated).  No provision has been recorded in respect of the accrued 
interest in connection with this claim. 

 
(iii) Two suppliers filed complaints against GJ Steel for the breach of sale and purchase and 

hire of work agreements and demanded damages in the amount of Baht 5 million 
including interest at 7.5% per annum. Presently, these cases are pending in the court. 
GJ Steel has provided for the Baht 5 million principal amount of these claims within 
“Trade Accounts Payable” as at 31 December 2010 and 2009 (restated).  No provision 
has been recorded in respect of the accrued interest in connection with these claims. 
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44 Contingent liabilities 
 

44.1 Performance guarantees issued to the End-Use Customers 
 

As referenced in Note 41(B), GJ Steel has recorded provisional liabilities attributable to 
potential claims from the End-Use Customers under performance guarantees issued to the End-
Use Customers on a joint and several basis by GJ Steel and the Company.  GJ Steel has 
recorded provisional liabilities with respect to these claims as at 31 December 2010.  As noted 
in Note 45.3, this matter has been settled between GJ Steel and the End-Use Customers after 
the reporting date.  While GJ Steel has taken direct responsibility for these liabilities, the 
Company remains a guarantor under the original obligation should GJ Steel fail to adhere to the 
terms of the recent agreement. 

 
44.2  Differences in amounts claimed by suppliers 

 
GJ Steel was presented with interest claims from one raw material supplier in excess of the 
amount that has been contractually agreed with GJ Steel. This claim is USD 0.6 million (Baht 
18 million). GJ Steel has not provided for this claim as it does not consider the interest charges 
to be consistent with the terms of the underlying agreement with this supplier. 

 
45 Events after the reporting date 
 

45.1  Announced Transaction with a Strategic Partner 
 

On 1 March 2010, the Board of Directors of both the Company and GJ Steel approved the 
execution of transaction documents governing a proposed investment by AM.  The transaction 
involves a number of agreements outlined as follows. 

 
Company Subscription Agreement 
Under the terms of the equity subscription agreement between AM and the Company (the 
“Subscription Agreement”), AM will make an equity investment in the Company by purchasing 
11,919 million newly issued shares in the Company at a minimum share price of Baht 0.63 per 
share (Baht 7,509 million).  The investment by AM will provide AM with a 40.0% ownership 
position in the Company. 

 
The Subscription Agreement is subject to various conditions precedent, including: 
 Establishment of a company in which several shareholders of the Company have agreed to 

transfer their shares in the Company such that the voting rights associated with a 9.9% fully-
diluted ownership position in the Company are controlled by AM 

 Execution of a Company share escrow agreement under which several shareholders of the 
Company will agree to escrow their shareholding in the Company 

 AM’s completion of confirmatory due diligence 
 The Company’s and GJ Steel’s obtaining necessary third party consents, including required 

regulatory consents 
 The Company and GJ Steel serving notice of termination to counterparties to collateral 

management agreements 
 The Company and GJ Steel serving notice of termination to counterparties under related 

party arrangements as specified by AM 
 Satisfactory completion of the Company’s and GJ Steel’s debt restructuring program 
 All required Company and GJ Steel corporate approvals obtained 
 The resignation of 11 Company directors and 7 GJ Steel directors 
 Conversion of debts owed by GJ Steel to the Company and OAC (the Overdue Service 

Balance in the case of OAC) of Baht 1,645 million converted into equity of GJ Steel 
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 Amendment of the Articles of Association of the Company and GJ Steel in order to increase 
the foreign shareholding limit of the Company and GJ Steel 

 
GJ Steel Subscription Agreement 
Under the terms of the equity subscription agreement between the Company and GJ Steel (the 
“GJ Steel Subscription Agreement”), the Company will make a further equity investment in GJ 
Steel by purchasing 15,000 million newly issued shares in GJ Steel at a minimum share price of 
Baht 0.24 per share (Baht 3,600 million).  The proceeds for the Company’s cash equity 
subscription in GJ Steel will originate from AM’s investment in the Company via the 
Subscription Agreement.  Following the Company’s and OAC’s Baht 1,645 million conversion 
of debt claims in GJ Steel to equity, coupled with the investment via the GJ Steel Subscription 
Agreement, the Company will own approximately 63.8% of GJ Steel on a consolidated basis. 

 

USD 500 million Credit Facility Agreement 
Upon completion of AM’s 40.0% equity investment in the Company, AM will provide a 5-year, 
unsecured, revolving credit facility (the “Credit Facility”) to the Company and GJ Steel totaling 
$500 million.  The interest rate on the facility is 12.0% per annum.  The Company and GJ 
Steel will share a 2.0% annual commitment fee on the Facility.  The Credit Facility will be used 
by the Company and GJ Steel to support working capital, capital expenditure and general 
corporate purposes.  A portion of the facility will be used to facilitate the Company’s and GJ 
Steel’s refinancing of their existing debts. 

 

Business Assistance Agreement 
AM has agreed to provide the Company and GJ Steel comprehensive management, procurement, 
global marketing and technology assistance under a 10-year business assistance agreement (the 
“Assistance Agreement”).  AM will provide such services under the Assistance Agreement in 
accordance with the following terms: 
 AM will be paid a fee equal to 2% of the Company’s consolidated revenues subject to a 

maximum of USD 40 million per year (the “Service Fee”).  The Service Fee will be paid 
by the Company and GJ Steel on the basis of relative annual revenues. 

 The Service Fee will be paid on an annual basis (i) to the extent earnings before interest, 
taxes, depreciation and amortization (EBITDA), as measured by the Company’s year-end 
audited financial statements, is at least two times the amount of the Service Fee prior to 
giving effect to the Service Fee and (ii) the Company’s consolidated net debt is less than 
USD 450 million on a net present value basis. 

 To the extent the aforementioned conditions are not achieved, the Service Fee will accrue 
without interest. 

 The Assistance Agreement is will extend for a subsequent 10-year period at AM’s option. 
 



196 G Steel Public Company Limited

G Steel Public Company Limited and its subsidiaries 
Notes to the financial statements  
For the years ended 31 December 2010 and 2009 (restated) 
 
 

 98 

45.2  Further Creditor Restructuring 
 
Since 31 December 2010, the Company and GJ Steel have entered into various debt restructuring 
agreements with certain major trade creditors (the “Major Trade Creditors”) with debt claims in 
excess of USD 2.5 million.  The Company has entered into agreements with five such creditors 
with debt claims in excess of USD 229 million (Baht 7,071 million) as at 31 December 2010.  
GJ Steel has entered into agreements with three Major Trade Creditors representing USD 63 
million (Baht 1,913 million) of debt claims. 
 
Under the terms of the agreements with the Major Trade Creditors, the Company and GJ Steel 
have restructured the Major Trade Creditor claims as follows. 
 Accrued interest on the Major Trade Creditor debts was capped at their 30 September 2010 

amounts. 
 The Company and GJ Steel have a repayment grace period through 31 December 2011 

during which time they do not pay any debt service to the Major Trade Creditors 
 The Company and GJ Steel repay the debts owed to the Major Trade Creditors in accordance 

with the following schedule: 
o 5% paid upon acquisition of newly issued shares by a new investor 
o 10% paid in equal quarterly installments (2.50% per payment) during 2012 
o 15% paid in equal quarterly installments (3.75% per payment) during 2013 
o 20% paid in equal quarterly installments (5.00% per payment) during 2014 
o 25% paid in equal quarterly installments (6.25% per payment) during 2015 
o 25% paid in equal quarterly installments (6.25% per payment) during 2016 
o Interest accrues during the repayment period at 1.00% per annum and is repaid in 4 

equal quarterly installments in 2016 
 

In addition to the Major Trade Creditors, the Company and GJ Steel have entered into other debt 
restructuring agreements with other onshore and offshore trade creditors with varying repayment 
terms.  The total claims restructured by the Company, other than the Major Trade Creditors, are 
Baht 139 million based on 31 December 2010 balances.  GJ Steel has restructured Baht 1,096 
million with trade creditors other than the Major Trade Creditors based on 31 December 2010 
balances   
 
Concurrent with the execution of the recapitalization transaction with AM, the Company will be 
taking further steps with respect to the restructuring of its debt.  The provider of the Overseas 
Loan (see Note 17) has reached an agreement with the Company to convert its debt claim to 
equity in the Company.  This debt conversion will take place immediately before the closing of 
the transaction with AM.  The Overseas Loan provider will suspend all interest accruals as at 
28 February 2011 and convert its debt claim into 547 million shares of the Company. 
 
Also concurrent with the execution of the recapitalization transaction with AM, the Loan from 
shareholder representing the Lenders’ forced sale of the Pledgor’’s Property (see Note 17) will 
be retired via the Company’s issuance of 850 million newly-issued shares of the Company.  On 
4 March 2011, the Company’s Board of Directors approved the Company’s assumption of this 
OAC obligation as a result of (a) the Company’s guarantee of this obligation under the 
claimant’s rights of subrogation and (b) OAC’s inability to return the Pledgor’s Property 
following the anticipated conversion of OAC’s Overdue Service Balance owed by GJ Steel into 
equity of GJ Steel. 
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45.3  Effects of the Major Trade Creditor Restructuring on Performance Guarantees Provided to 
 End-Use Customers 
 

In the case of GJ Steel, two of the aforementioned Major Trade Creditors are the End-Use 
Customers referenced in Note 41(B).  Under the terms of the agreements GJ Steel has entered 
into with the two End-Use Customers, GJ Steel has agreed to assume direct claim responsibility 
for the Intermediary’s failure to perform under contracts with the End-Use Customers.  As GJ 
Steel has arrived at this negotiated settlement with these two End-Use Customers, GJ Steel will 
reverse provisions associated with the performance guarantees and record direct liabilities owed 
to the End-Use Customers in accordance with the above Major Trade Creditor restructuring 
terms (the “GJ Steel Performance Guarantee Settlement”).  The Company will write-off the 
previously-provisioned USD 3.1 million receivable owed by one of the End-Use Customers and 
used by that End-Use Customer to offset a portion of its performance guarantee claim (the 
“Company End-Use Customer Receivable Write-Off”).  The Company has been advised by 
legal counsel that its claims associated with the Company End-Use Customer Receivable Write-
Off are best pursued against the Intermediary and not GJ Steel. 
 
Furthermore, as one of the End-Use Customers was also the supplier of the inferior raw material 
sold to GJ Steel as detailed in Note 21, GJ Steel and this End-Use Customer have reached an 
agreement as to how to settle the raw material claim in conjunction with their entrance into the 
debt restructuring agreement.  The supplier of the inferior raw material, and also End-Use 
Customer, has agreed to reduce its debt claim against GJ Steel by USD 0.6 million (Baht 18 
million) as a full and final settlement for GJ Steel’s raw material claim. 
 
As the Intermediary has inflicted significant economic damage on the Company via the 
Company End-Use Customer Receivable Write-Off and GJ Steel via the GJ Steel Performance 
Guarantee Settlement, the Company and GJ Steel believe they are entitled to claims against the 
Intermediary.  The Company and GJ Steel are currently evaluating their legal options and may 
merge their claims for the purpose of seeking relief from the Intermediary. 

 
45.4  Equipment Supplier Terminations 
 

Subsequent to the close of the reporting period, the Company entered into an agreement with an 
equipment supplier who was contracted to sell the Company equipment in conjunction with the 
Company’s hot-rolled coil expansion project.  This equipment supplier had originally claimed 
USD 10.8 million of termination costs from the Company as reported in Note 41.3 in the 
Company financial statements for the period ending 30 September 2010.  The Company and the 
equipment supplier entered into a termination agreement under which the Company agreed to 
pay the supplier USD 4.5 million over a 5-year period.  The Company has previously recorded 
USD 5.8 million as a provisional liability associated with this termination. 

 
Additionally, the Company has executed memorandums of understanding (“MOUs”) with 6 
other equipment suppliers who were contracted to provide the Company with various equipment 
components under its expansion and downstream projects.  These MOUs outline an agreement 
between the Company and the suppliers with respect to the termination of their contracts.  As a 
result of these MOUs, the Company has removed the obligations from its commitments reported 
in Note 42.1.  Furthermore, the Company has recorded additional provisional liabilities of Baht 
100 million (when compared to the period ending 30 September 2010) in conjunction with 
anticipated termination costs associated with these contracts as referenced in the MOUs. 
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45.5  Adjustment of Non-Performing Customer Payment Schedules 
 

On 4 March 2011, the Company’s Board of Directors agreed to revisions of the Non-Performing 
Customers’ accounts receivable repayment schedules (see Note 7).  Under the original 
repayment schedules, the two Non-Performing Customers were due to make instalment 
payments to the Company through December 2011 and December 2012, respectively.  As the 
Non-Performing Customers have communicated with the Company that their cash flow 
circumstances require extensions of the repayment schedules through April 2013, the Company 
has agreed to these requests.  The Non-Performing Customers’ accounts receivable balances 
have been previously fully-provisioned by the Company. 

 
 
46 Thai Financial Reporting Standards (TFRS) not yet adopted 
 

The Group has not adopted the following new and revised TAS/TFRS that have been issued as of the 
reporting date but are not yet effective.  The new and revised TAS/TFRS are anticipated to become 
effective for annual financial periods beginning on or after 1 January in the year indicated. 

 
             

TFRS 
                                                 

Topic 
Year 

effective 
TAS 1 (revised 2009) Presentation of Financial Statements  2011 
TAS 2 (revised 2009) Inventories  2011 
TAS 7 (revised 2009) Statement of Cash Flows  2011 
TAS 8 (revised 2009) Accounting Policies, Changes in Accounting Estimates and  

   Errors  
2011 

TAS 10 (revised 2009) Events after the Reporting Period 2011 
TAS 11 (revised 2009) Construction Contracts  2011 
TAS 16 (revised 2009) Property, Plant and Equipment  2011 
TAS 17 (revised 2009) Leases  2011 
TAS 18 (revised 2009) Revenue 2011 
TAS 19 Employee Benefits 2011 
TAS 20 (revised 2009) Accounting for Government Grants and Disclosure of  

   Government Assistance 
2013 

TAS 21 (revised 2009) The Effects of Changes in Foreign Exchange Rates  2013 
TAS 23 (revised 2009) Borrowing Costs  2011 
TAS 24 (revised 2009) Related Party Disclosures  2011 
TAS 26 Accounting and Reporting by Retirement Benefit Plans 2011 
TAS 27 (revised 2009) Consolidated and Separate Financial Statements  2011 
TAS 28 (revised 2009) Investments in Associates  2011 
TAS 29 Financial Reporting in Hyperinflationary Economies 2011 
TAS 31 (revised 2009) Interests in Joint Ventures  2011 
TAS 33 (revised 2009) Earnings per Share  2011 
TAS 34 (revised 2009) Interim Financial Reporting  2011 
TAS 36 (revised 2009) Impairment of Assets 2011 
TAS 37 (revised 2009) Provisions, Contingent Liabilities and Contingent Assets  2011 
TAS 38 (revised 2009) Intangible Assets  2011 
TAS 40 (revised 2009) Investment Property 2011 
TFRS 2 Share-based Payment 2011 
TFRS 3 (revised 2009) Business Combinations  2011 
TFRS 5 (revised 2009) Non-current Assets Held for Sale and Discontinued Operations  2011 
TFRS 6 Exploration for and Evaluation of Mineral Resources 2011 
TFRIC 15 Agreements for the Construction of Real Estate 2011 
 



199G Steel Public Company Limited

G Steel Public Company Limited and its subsidiaries 
Notes to the financial statements  
For the years ended 31 December 2010 and 2009 (restated) 
 
 

 101 

Management expects to adopt and apply these new TFRS in accordance with the FAP’s announcement and 
has made a preliminary assessment of the potential initial impact on the consolidated and separate financial 
statements of those new standards assessed to have the greatest potential impact on the financial statements 
in the period of initial application. These standards are as follows: 
 
TAS 16 (revised 2009) - Property, plant and equipment 
 
The principal changes introduced by the revised TAS 16 and affecting the Group/Company are that (i) 
costs of asset dismantlement, removal and restoration have to be included as asset costs and subject to 
annual depreciation; (ii) the depreciation charge has to be determined separately for each significant part of 
an asset; and (iii) in determining the depreciable amount, the residual value of an item of property, plant 
and equipment has to be measured at the amount estimated receivable currently for the asset if the asset 
were already of the age and in the condition expected at the end of its useful life. Furthermore, the residual 
value and useful life of an asset have to be reviewed at least at each financial year-end.   
 
The revised TAS 16 permits as a transitional provision that these changes may be introduced prospectively 
from the year of introduction.   Management intends to adopt this transitional provision and accordingly 
the introduction of the revised TAS 16 from 1 January 2011 has no impact on the financial statements of 
2010 or prior years.   
 
TAS 19 – Employee benefits 
 
There was no Thai accounting standard covering employee benefits effective as at the reporting date and 
the Group/Company does not presently account for the costs of post-employment benefits under defined 
benefit plans; other long-term employee benefits; and termination benefits until such costs are incurred.  
The new TAS 19 includes the requirements to recognise and account for such costs in the period in which 
the service is performed. The requirements are complex and require actuarial assumptions to measure the 
obligation and expense. Moreover, the obligations are measured on a discounted basis because they may be 
settled many years after the employees render the related service. The transitional provisions of TAS 19 
permit the transitional liability to be recognised and accounted for in one of four different ways: (i) 
retrospectively; (ii) immediately in equity (retained earnings) at the transition date; (iii) immediately in 
profit or loss at the transition date; (iv) as an expense on a straight-line basis over up to five years from the 
transition date.   
 
Management is currently reviewing the impact on the financial statements of introducing these new TFRS 
from 1 January 2011. 
 

47   Reclassification of accounts 
  

Certain accounts in the restated 2009 financial statements have been reclassified to conform to the 
presentation in the 2010 financial statements as follows: 
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 As at 31 December 2009 (restated) 
 Consolidated 

financial statements 
 Separate  

financial statements  
 Before  After  Before  After 
 reclass. Reclass. reclass.  reclass. Reclass. reclass. 
 (in million Baht) 
Balance sheet            
Accrued expense 1,551  (383)  1,168  427  (198)  229 
Accrued interest expense 1,358  198  1,556  1,127  198 1,325 

Provision for loss on           

  confirmed purchased           

    orders for raw material 476  (476)  -  348  (348)  - 

Provision for losses related            

  to performance guarantee 620  (620)  -  -    - 

Provision -  1,977  1,977  -  884  884 

Other current liabilities 2,744  (696)  2,048  1,864  (536)  1,328 

   -      -   

            
 Year ended 31 December 2009 (restated) 
Statement of income            
Administrative expense 2,316  (927)  1,389  1,156  (602)  554 
Bad and doubtful debts           
  expense 1,157  (128)  1,029  4,357  - 4,357 
Loss on impairment           
  of assets 1,587  128  1,715  1,907  - 1,907 
Other expense 1,152  803  1,955  204  478 682 
Finance cost 1,934  124  2,058  1,054  124 1,178 
   -      -   

 
The reclassifications have been made because, in the opinion of management, the new classification is 
more appropriate to the Group’s business. 
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