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AUDITOR'S REPORT
To the Shareholders of Mill Con Steel Industries Public Company Limited

I was engaged to audit the accompanying consolidated and company financial statements of Mill Con Steel
Industries Public Company Limited and its subsidiaries and of Mill Con Steel Industries Public Company
Limited, which comprise the consolidated and company statements of financial position as at 31
December 2012, and the related consolidated and company statements of comprehensive income,
changes in shareholders’ equity and cash flows for the year then ended, and a summary of significant
accounting policies and other notes,

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with Thai Financial Reporting Standards, and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error,

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on conducting the audit in
accordance with Thai Standards on Auditing. Because of the matters described in the Basis for disclaimer
of opinion paragraph, however, | was not able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion.

Basis for Disclaimer of Opinion

I noted that there were significant numbers of sales and purchase transactions dealing with business
alliances heing individuals or entities who are management's relatives or a former employee of a related
party [as disclosed in Note 8 to the financial statements). Those transactions, especially sales
transactions, represented 20% and 26% of the consolidated and company sales for the year ended 2012,
respectively and trade accounts receivable represented 269 to 44% of the total trade accounts receivable
on the consalidated and the company statements of financial position as at 31 December 2012,
respectively. In addition, those business alliances might have received business support from the
Company and the relatives of the Group's management. Structures of those business alliances are directly
and indirectly linked to the management’s relatives and certain shareholders of which create suspicion
that these transactions might benefit such business alliances. This factor could indicate potential unusual
business transactions, Therefore, | have reported these matters to the Audit Committee on 28 February
2013 for further investigation in accordance with Section B9/25 of the Securities and Exchange Act (No.
4] B.E. 2551. On 29 March 2013, the Audit Committee submitted the investigation report to the Office of
Securities and Exchange Commission (SEC). Subject to the SEC's consideration whether any further
investigation is warranted and the outcome of such investigation if it were undertaken, | was unable to
determine whether any necessary adjustments relate to the transactions dealt

with the business alliances that need to be made to the consolidated and company financial statements if
they were not in the normal course of business.

Diselaimer of Opinion

Because of the significance of matters described in the Basis for disclaimer of opinion paragraph, | have not
been able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. Accordingly,
I do not express an opinion on the consolidated and company financial statements for the year ended 31
December 2012 of Mill Con Steel Industries Public Company Limited and its subsidiaries and of Mill Con
Stee] Industries Public Company Limited.

Emphasis of Matter
| draw attention to Note 1 to the Anancial statements which indicates the existence of

a material uncertainty that may cast significant doubt about the Group's ability to continue as a going
concerm

Gﬁn’n{ I{'m}uﬁ'rmrrj‘

Amornrat Pearmpoonvatanasuk
Bangkok Certified Public Accountant [Thailand) No. 4599
18 April 2013 PricewaterhouseCoopers ABAS Ld.
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Statements of Financial Position
As at 31 December 2012 and2011 Unit : Baht

Consolidated | Company

Assets
2012 | 2011

Current assets

Cash and cash equivalents & 50,796,826 307,017 544 18,567,756 285214819

;ﬁ:;ﬁ:ﬁ:;"”m'“ at fnancial 6 813353219 478600000 773253219 438,500,000

::;de mECHUIES ani motes recelymble, 7,893 3030474136 1270539087 1814348877  1.260,662964

Inventories, net 10 2631780550  3182,201,991 1297824099 1663542953

:::::E:::‘“ suppliers for purchases of 93 315750621 226689820 781808323  460,149768

Derivative financial instruments 23 425,031 1,104,366 155817 297,120

Other current assets 93,11 208,109,974 423,740,968 394373421 868,635,504

Total current assets 7.050,690.357 5891893776 5080331512 4197003148

[ Non-currentasses

Derivative financial instruments 23 - 26,845,384 - 25,738,595

Available-for-sale investments 12 16,400,000 27,400,000 18,400,000 27,400,000

Investment in an associate 13 19249817 2,778,190 18,149,990 3,000,000

g Investments in subsidiaries 13 - - 2524115163 2,528,865,133
%ﬂf Other long-term investment, net 14 3,465,853 3,504,747

5,‘!% Property, plant and equipment, net 15 6792038755 6174735811  1,134,137.568  1,189,689,181

2Vl Intangible assets, net 16 79,490,269 65,655,553 6,329,127 5,181,278

Other non-current assets 12,180,282 5,554,073 3,049,500 3542226

Total non-current assets 6884824996 6306473758 3704181348 3783416413

Total assets 13935515353 12.198,367.534 8,784,512.860 TOED419.561
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Statements of Financial Position(Cont'd)
As at 31 December 2012 and2011 Unit : Baht

Liabilities and Consolidated
shareholders’ equity

Share capital 20
Authorised share capital 20
- 294,864,171 preferred shares of par Baht 0.40 each 117,945,668 117,945,668 117,945,668 117,945,668
- 2,765,782,754 ordinary shares of par Baht 0.40 each 1L106,313,102  1,100579768  1,106313,102  1,100,579,768
(31 December 2011 : 2,751,449,419 ordinary shares
of par Baht o0 each)

1,224,258,770 1218525436 1,224,258,770 1,218,525436
Issued and paid-up share capital 20
- 204,864,171 preferred shares of par Baht 0,40 each 117,945,668 117,945,668 117,945,668 117,945,668
- 1,568,739,409 ordinary shares of par Baht 0.40 cach 627,495,764 626,585,208 627,495,764 626,585,208

[31 December 2011 : 1,566,463,019 ordinary shares
of par Baht o.«0 each)

Convertible bonds 21 175,000,000 129,966,666 175,000,000 129,966,666
§ Premium on paid-up capital 20
Premium on preferred shares 1,089,687.863  1,08988 7863  1,089887863  1,089887863
%ﬁf Premium on ordinary shares 734,860,978 731,608,017 734,860,978 731,608,017
gEE Retained earnings
sin: Appropriated - legal reserve 22 32.442,515 32,163,299 32442515 32,163,299
Unappropriated 576,106,992 495,565,712 66,868,801 70,450,687
g;ﬁf;cummnenm of shareholders’ (51,339.423)  (42339423) (11,600,000 (2.600,000]
Egﬁﬂ attriutale: o ownars of te 3,302,400357 3,181,383010 2832901589  2,796,007,408
Non-controlling interests 33,745.865 32,583,024 - -
Total shareholders' equity 3,336,146,222 3213966034 2832901589  2,796,007.408
Total liabilities and shareholers’

" : Z2,198,367,53 T4, 980419,
equity 13.935,515,353  12,198,367,534  B784.512.860 7980419561
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Statements of Comprehensive Income
For the years ended 31 December 2012 and2011 Unit : Baht

Consolidated Company

MNoles
| 2012 2011

Sales of goods and services 8,9.1 16457,055,539  14,966,283.215 11956572956  15876,280,207
Share of profits from an associate 13 1,099,827 - -

Other income 9.1, 24.2 143,921,288 107,161,024 90,379,700 46,700,127
Total revenues 16,602,076,654 15,073,444,239 12,046,952,656 15,922 980,334

Cost of sales and services 9.2 (15.438,943.770] [14.246473,052) ([11415417,572) (15.287.912.767)
Selling expenses 92 [163,994,429) [130,117.529) (109,017.451) (97,595,492)
Administrative expenses 9.2 [264.295.444) (170,147.370) (141,892,092) (116,289,033)
Other expenses 24.3 (32,737.952) [462,371) [BB12,175) [2.288,433)
Finance costs 25 [604,269,787) (398,629,197) (362,879,279) (352,246,378)
Share of losses from an associate - (221,810} -

Loss from deemed disposal in a

subsidiary 13.1 (3.615,178)

Total expenses [16,507.856.560) (14.946,051,329) (12.038,018569) (15856332.103)
Profit before income tax 26 94,220,094 127,392,910 8,934,087 0,648,231
Income tax (3,349,771) [15,692.,526) [3.349.771)

Profit for the year 90,870,323 111,700,384 5.584,316 6,648,231

- Fair value loss of available-for-sale

- SalE VALIES (9,000,000) (2,600,000) (9,000,000) (2,600,000)
;’:L‘:r comprehensive loss for the {9,000,000] (2,600,000 [9,000,000) (2,600,000)
Total comprehensive income (loss) 81,870,323 109,100,384 [3.415684) 4,048,231

= Dwners of the parent 89,707 482 111,531,656 5,584,316 iy, 648,231
- Non-controlling interests 1,162,841 168,726 =
Profit for the year 90,870,323 111,700,384 5,584,316 66,648,231

= Dwners of the parent 80,707 482 108,931,656 [3.415684) 64,048,231
- Non-controlling interests 1,162,841 168,728 x
Toual comprehensive ncome (lags) 81,870,323 109,100,384 (3,415,684 64,048,231

for the year

Basic earnings (loss]) per share 27 0,02 0.03 [0.04)

Diluted ings [loss sh
iluted earnings (loss) per share 27 0.02 0.03 (0.03)
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Statements of Cash Flows
For the vears ended 31 December 2012 and 2011

Notes Consolidated Company

Prafit before income tax 94,220,094 127,392,910 8,934,087 66,648,231
Adjustment for:
Depreciation 15 174,647,679 69,703,752 27,027,712 24,672,762
Amortisation 16 10,940,953 10,880,675 176451 115234
Loss on disposal of trading investment 24.3 BS08.216 - B.508,216
Loss on impairment of intangible assets 17,761,004
Loss on impairment of investment in a subsidiary 13.1 . . 9,999,800
Loss from deemed disposal in a subsidiary 13.1 3615178 -
Allowance for doubtful accounts [reversal) [3,155,723) 3058739 [3.155.723) 3,039,740
Amortised premivm of bond 38,894 38,894
Allowance for net realisable value of inventories 10 5,069,747 5,006,297 4,365,656 5089810
Gain on disposal of investment in a subsidiary - - - [196,250)
Gain on disposal of property, plant and equipment 242 [45477,843) (1,162 848) [#4,894,567) (857.431)
Loss from written-off plant and equipment 24.3 303,961 1,670,079 303,959 1,621,123

Unrealised fair value (gain) loss on derivative

Einancid lnerunionts 17,412,955 [26,652,790) [42,666) {13,127.101)
Dividend income | 1,000,000} - [ L.0D0,000)
§ Share of [gain] loss from an associate [1.,099,827) 221,810 - -
_ Unrealised (gain) loss on exchange rate [12,925313) 15,690,804 [18.620) 14,921,5%
éﬁ; Retirement benefit expenses 19 2,731,522 2,193,258 1,856,820 6,853,416
j|_§ Interest income [8.816,449) [6,805,450) [7.596,911) [5.737.388)
30n: Finance costs - interest expenses 553,849,164 327,510,650 318,748,922 301412268
Changes in operating assets and liabilities
Trade accounts and notes receivable (1.774,130,068) 291,008,560 (550.530,170) 292 805,367
Inventorics 545351694 (1,161,737.947) 361,353,198  (640,788,823)
Advances to suppliers for purchases of goods [87.060,801) 386,931,220 [321,658.555) 257.849.072
Other current assets 126,963,447 [19.361,715) (317.003,552) 6,594,793
Other non-current assets (25,989) 1,767,334 492,726 1,007,741
Proceeds from disposal of trading investment 23,976,948 . 23,976,948
Trade accounts payable 353,858,392 331,493,641 [211,669.286) 540,390,722
Advance from customers for sales of goeods [97.571.302) 3B1,575475 106,556,871 192,120,627
Payments for import tax and duty . (2.,814,208)
Other current liabilities 118,828,030 [148,081,253) [7.769.225) 62,715,739
Other non-current labilities 13,440,000 -
Cash Mows from operations 40,254,563 589,557,887 (593.037.909) 1,117,151, 248
Cash received from interests 8,230,995 20,480,905 7.011,457 5,037,954
Cash paid for interests [564,040,695) [364,999,199) (339,555, 766)  (295,751,998)
Cash paid for income tax (7.279,691) (30.802,512) [7.262.869) [11,025.,537)
Net cash generated from [used in) operating activities [522,834,828) 214,237,081 (932,845,087)  815411,667
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Statements of Cash Flows {Cont'd)
For the years ended 31 December 2012 and 2011

Nates solidated Company

2011 | 2011

Restricted deposits at financial

institutions (334,753,219) [55.159.883) [334,753,219) (55,159,883
Payments of additional share capital

of subsiciaries 13.1 - - - [362,225,195)
Proceeds from disposal of

investment in a subsidiary ) e
:&:ﬂ;‘ o/ At RE b s 13.2 (20,399,820) (3,000,000) (20,3599,820) (3,000,000)
Purchase of available-for-sale

investments 12 5 (30.000,000) = (30,000,000}
Purchase of property, plant and

sl (1,169.848883)  [2,485,004,287) (38,512,849) (371,387,646)
Purchase of intangible assets [1.641,000) [3.663,448) [424,300) (1,810,000
Proceeds from disposal of

equipment 126,511,002 6,869,621 110,231,002 6,564,200
Dividend recelved 1,000,000 - 1,000,000 -

e o raaLfuinad 1) rvssting (1,399,132,020)  (2569957.997)  (282.859,186)  (816572274)

Proceeds from short-term loans
Feorn Rrmncial nstinstions 17.1 26,643,399.890 20,171.387.228 17.209,951,392 14,086,206,556

Repayments of short-term loans 171 (25271.854,560) (19,005322564) (16560,282,153) (13,842,810359)

from financial institutions

B &

ATERTA DIOOR LAY Ferm o 2705939000  4ASB741L139 2404079000 4458741139 §

st Mna (2367.080500)  (4854724014)  (2155220500)  (4854,724,014) Ao
. i l.IuJ!'

gt et e 187825748 1,627,839,560 - 150000000 e
b Zln:

:‘r‘;"’;’;i";::;‘;i:‘z?if;;::;”““’ (188,121,084) (15.000,000) (42,725,325) (15,000,000)

:“:;n::'nts for transaction costs of long-term (2,507,395) (26,620,172) R R

Proceeds from convertible bonds - 175,000,000 - 175,000,000

:.::z::c“ﬁ";;’s'“h““"“ under {41,252.579) (11,632,130) (447,096) (74.516)

Proceeds from issue of share capital 4163517 27,159,728 4,163,517 27,159,728

Dividend payment [461,625) [73,993,259) [461,625) (73,732,583)

:‘:l'im’::ir'““ {usecIn} financing 1,670,050,412 2472835516 949,057,210 110,765,951

'f_f:g‘:q"u'm"“k;::“‘"' in carh and (251,916,436) 117,114,600 (266,647,063) 109,605,344

Cash received from purchase of

investment in a subsidiary ZER510 )

Cash payment from deemed

disposal of investment in a (7. 160,098) . . -

subsidiary

Beginning balance 307,017,544 189,902,944 285,214,819 175,609,475

Ending balance 50,796,826 307,017,544 18,567,756 285,214,819

Ouestanding payable arising from

purchases of property, plant and 41,285,323 335870619 1,580,353 2,976,709
equipment

Cutstanding payable arising from 1,200,000 300,000 1,200,000 300,000
purchases of intangible asscts

Purchase of vehicles under financial B 15,910,280 i 1,571,495
leases

Transfer of inventories to property, B i R
plant and equipment 26,9568.866
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Notes to the Consolidated and Company Financial Statements
For the years ended 31 December 2012 and 2011

1 General information

Mill Con Steel Industries Public Company Limited (the "Company™) is a public limited company
incorporated and resident in Thailand. The address of its registered office is:

Head office : 9, 11, 13, Soi Banggradee 32, Banggradee Road, Samaedum, Bangkhuntien, Bangkok
10150

Branch1 : 52 Thaniya Plaza Building 29" Floor, Silom Road, Suriyawongse, Bangrak. Banghok
10500

Branch2  : 99 Moo 3, T. Nikompattana, A. Nikompattana, Rayong 21180

The Company is listed on the Stock Exchange of Thailand, For reporting purposes, the Company and its
subsidiaries are referred to as the Group.

The Company is principally engaged in manufacturing and trading steel products.

These Group consclidated and company financial statements were authorised for issue by the Board of
Directors on 18 April 2013,

Financial position

As at 31 December 2012, the Group has the conselidated current liabilities in excess of the consolidated
current assets amounting Baht 3425 million. The consolidated current liabilities mainly include short-
term loans from promissory note and trust receipt of Baht 6,909 million, which will be due during January
and June 2013 amd long-term loans from a financial institution of Baht 1,727 million which were
reclassified to short-term loans becawse the Group noted that some of the financial ratios were not
complied with the financial covenants specified in the long-term loans agreement [Note 17). This condition
indicates the existence of a material uncertainty that may cast significant doubt about the Group's ability to
continue as a going concern. However, due to the fact that the Group has unutilised credit facilities of Baht
B5: million (Note 17) and the management is in the process of working with the financial institutions and
major shareholders on a plan to raise sufficient liquidity for the Group; therefore, the management believes
that the Group will continue its operations at least for the forthcoming 12 months. Accordingly the Group's
financial information has been prepared on a going concern basis.

096

A==

2 Accounting policies

The principal accounting policies adopted in the preparation of these consolidated and company
financial statements are set out below:

2.1 Basis of preparation

The consolidated and company financial statements have been prepared in accordance with Thai
generally accepted accounting principles under the Accounting Act B.E. 2543, being those Thai Financial
Reporting Standards issued under the Accounting Profession Act BE.2547, and the financial reporting
requirements of the Securities and Exchange Commission under the Securities and Exchange Act.

The consolidated and company financial statements have been prepared under the historical cost
convention except as disclosed in the accounting policies below,

The preparation of financial statements in conformity with Thai generally accepted accounting
principles requires the use of certain critical accounting estimates. [t also requires management to

Annual Report 2012

Millcon Steel Industries PCL.



- PSSR S

2.2

221

2.2.2

Accounting policies [Cont'd)

exercise its judgement in the process of applying the Group's accounting policies and to disclose the
areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are significant to the financial statements as disclosed in Note 4.

An English version of the consolidated and company financial statements has been prepared from the
statutory financial statements that are in the Thai language. In the event of a conflict or a difference in
interpretation between the two languages, the Thai language statutory financial statements shall prevail.

New accounting standards, new financial reporting standards, new interpretation and
amendments to accounting standards (collectively “the accounting standards”)

The accounting standards being effective for the accounting periods beginning on or after 1
January 2013

TAS 12 Income Taxes
TAS 20 (Revised 2009)  Accounting for Government Grants and Disclosure of Government Assistance
TAS 21 (Revised 2009)  The Effects of Changes in Foreign Exchange Rates

TFRS 8 Operating Segments

TSIC 10 Government Assistance - No Specific Relation to Operating Activities
TSIC 21 Income Taxes - Recovery of Revalued Non-Depreciable Assets

TSIC 25 Income Taxes - Changes in the Tax Status of an Entity or its Shareholders

Commencing 1 January 2013, the Group will apply the aforementioned accounting standards. The
application of those accounting standards does not have significant impact to the financial statements
being presented except accounting standards as below.,

- TAS 12 prescribed the accounting treatment for income taxes, comprising current tax and deferred tax.
Current tax assets and labilities are measured at the amount expected to be paid to or recovered from
the taxation authorities, using tax rates and tax law that have been enacted or substantively enacted by
the end of the reporting period. Deferred taxes are measured based on the temporary difference
between the tax base of an asset or liability and its carrying amount in the financial statements and using
the tax rates that are expected to apply to the period when the asset is realised or the liability is settled,
based on tax rates and tax law that have been enacted or substantively enacted by the end of the
reporting pericd. The Group is currently assessing the impact of this accounting standard.

B

TAS 21 (Revised 2009) required each individual entity to determine its functional currency which is a
currency of the primary economic environment in which the entity operates. Foreign currency
transactions are required to be translated into the functional currency using the exchange rates
prevailing at the dates of the transaction. Foreign exchange gains and losses resulting from the
settlement of such transactions and from translation at year-end exchange rate of monetary items
denominated in foreign currency are recognised in profit or loss, In addition, the results and financial
position of all the group entities that have a functional currency difference from the presentation
currency are translated in the presentation currency by (a) assets and liabilities are translated at the
closing rate at the date of that statement of financial position (b) income and expenses are translated at
exchange rate at the date of the transactions and (c) all resulting exchange differences are recognised in
the statement of comprehensive income. The Group is currently assessing the impact of this accounting
standard,

TFRS 8 requires a management approach under which segment information is presented on the same
basis that used for internal reporting purpose as provided to the chief operating decision makers. The
new standard will have an impact on disclosure.

The accounting standards being effective for the accounting periods beginning on or after 1
January 2014

TFRIC 4 Determining whether an Arrangement contains a Lease
TFRIC 12 Service Concession Arrangements

TFRIC 13 Customer Loyalty Programmes

TSIC 29 Service Concession Arrangements: Disclosure
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2 Accounting policies (Cont'd)

2.2  New accounting standards, new financial reporting standards, new interpretation and
amendments to accounting standards (collectively “the accounting standards™) (Cont'd)

2.2.2 The accounting standards being effective for the accounting periods beginning on or after 1
January 2014 (Cont'd)

The Group has not early adopted the aforementioned accounting standards and the Group's management
is in the process of reviewing the impacts of those accounting standards, However significant changes in
accounting standards are summarised as below.

= TFRIC 4 requires the determination of whether an arrangement is or contains a lease to be based on the
substance of the arrangement. It requires an assessment of whether: (a) fulfilment of the arrangement is
dependent on the use of a specific asset or assets (the asset); and (b) the arrangement conveys a right to
use the asset.

TFRIC 12 deals with public-to-private service concession arrangements for the delivery of public
services. It applies only to concession agreements where the use of the infrastructure is controlled by the
grantor, This interpretation requires two different accounting treatments, depending on the specific
terms of the concession agreement. When the operator builds infrastructure and has an uncenditional
contractual right to receive cash or another financial asset from the grantor, that right is treated as a
financial asset. When the operator builds infrastructure and receives a right (a licence) to charge users of
the public service, that right is treated as an intangible asset.

TFRIC 13 clarifies that where goods or services are sold together with a customer loyalty incentive (for
example, loyalty points or free products), the arrangement is a multiple-element arrangement, and the
consideration received or receivable from the customer is allocated between the components of the
arrangement using fair values,

098

= TSIC 29 contains disclosure requirements in respect of public-to-private service arrangements,

MMILLCOMN
e

2.3 Group Accounting - Investments in subsidiaries and an associate
2.3.1 Investments in subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the Group has the power to
govern the financial and operating policies generally accompanying a shareholding of more than one-half of
the voting rights. The existence and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the Group controls another entity. Subsidiaries are fully
consolidated from the date on which control is transferred to the Group. They are de-consolidated from the
date that control ceases.

The Group uses the acquisition method of accounting to account for business combinations. The
consideration transferred for the acquisition of a subsidiary is the fair value of the assets transferred,
the liabilities incurred and the equity interests issued by the Group. The consideration transferred
includes the fair value of any asset or liability resulting from a contingent consideration arrangement.
Acquisition-related costs are expensed as incurred. ldentifiable assets acquired and liabilities and
contingent liabilities assumed in a business combination are measured initially at their fair values at the
acquisition date. On an acquisition-by-acquisition basis, the Group recognises any non-controlling
interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share of the
acquiree’s net assets.

The excess of the consideration transferred the amount of any non-controlling interest in the acquiree and
the acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the Group's
share of the identifiable net assets acquired is recorded as goodwill. If this is less than the fair value of the net
assets of the subsidiary acquired in the case of a bargain purchase, the difference is recognised directly in
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Accounting policies (Cont'd)

A list of the Group's principal associate and the effects acquisition of the associate are shown in Note 13,

Foreign currency translation

Items included in the financial statements of each entity in the Group are measured using the reporting
currency of that entity. The consolidated financial statements are presented in Thai Baht.

Foreign currency transactions are translated into Thai Baht using the exchange rates prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies are translated
into Thai Baht at the exchange rate prevailing at the end of the reporting period. Gains and losses
resulting from the settlement of foreign currency transactions and from the translation of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit or loss.

Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. Cash and cash
equivalents comprise cash in hand, deposits at financial institutions and short-term highly liquid
investments with maturities of three months or less from the date of acquisition.

Trade accounts receivable

Trade receivables are recognised initially at original inveice amount and subsequently measured at the
remaining amount less allowance for doubtful receivables based on a review of all outstanding amounts
at the year end. The amount of the allowance is the difference between the carrying amount and the
amount expected to be collectible, Bad debts are recognised in the profit or loss as part of administrative
EXPENSes,

Inventories

Inventories are stated at the lower of cost or net realisable value. Cost of raw materials (Billet) and
other inventories are determined by the specific method and the first-in, first-out method, respectively.
The cost of purchase comprises both the purchase price and costs directly attributable to the acquisition
of the inventory, such as import duties and transportation charges, less all attributable discounts,
allowances or rebates. The cost of finished goods and work in progress comprise raw materials, direct
labour, other direct costs and related production overheads (based on normal operating capacity], but
excluded borrowing costs. Net realisable value is the estimate of the selling price in the ordinary course
of business, less the costs of completion and selling expenses. Allowance is made, where necessary, for
obsolete, slow-moving and defective inventories,

Investments

Investments other than investments in subsidiaries and an associate are classified into the following
three categories: trading investments, held-to-maturity, and available-for-sale. The classification is
dependent on the purpose for which the investments were acquired. Management determines the
appropriate classification of its investments at the time of the purchase and re-evaluates such
designation on a regular basis.

- Investments that are acquired principally for the purpose of generating a profit from short-term
fluctuations in price are classified as trading investments and included in current assets,

= Investments with fixed maturity that the management has the intent and ability to hold to maturity
are classified as held-to-maturity and are included in non-current assets, except those with
maturities within 12 months from the end of the reporting period, which are classified as current
assets.,

@ Annual Report 2012

Millcon Steal Industries PCL.



.‘JI:
.-"'/

2.8

29

Accounting policies [Cont'd)

Investments [Cont'd)

Investments intended to be held for an indefinite period of time, which may be sold in response to
liquidity needs or changes in Interest rates, are classified as available-for-sale; and are included in
non-current assets unless management has expressed the intention of holding the investment for
less than 12 moenths from the statement of financial position date or unless they will need to be sold
to raise operating capital, in which case they are included in current assets,

All categories of investment are initially recognised at cost, which is equal to the fair value of
consideration paid plus transaction cost.

Trading investments and available for sale investments are subsequently measured at fair value. The
fair value of investments is based on quoted bid price at the close of business on the statement of
financial position date by reference to the Stock Exchange of Thailand. The unrealised gains and losses
of trading investments are recognised in the profit or loss. The unrealised gains and losses of available
for sale investments are recognised in other comprehensive income or loss. When investments classified
as available-for-sale are sold or impaired, the accumulated fair value adjustments are included in the
profit or loss as gains and losses from investment in securities.

Held-to-maturity investments are carried at amortised cost using the effective yield method less
impairment loss.

A test for impairment is carried out when there is a factor indicating that an investment might be
impaired. If the carrying value of the investment is higher than its recoverable amount, impairment loss
is charged to the profit or loss.

0On disposal of an investment, the difference between the net disposal proceeds and the carrying amount
is charged or credited to the profit or loss, When disposing of part of the Company's holding of a
particular investment in debt or equity securities, the carrying amount of the disposed part is
determined by the weighted average carrying amount of the total holding of the investment.

Property, plant and equipment

All property, plant and equipment are initially recorded at cost. All plant and equipment are stated at
historical cost less accumulated depreciation and impairment (if any). The costs of property, plant and
equipment comprise both the purchase price and any costs directly attributable to bringing the assets to
location and condition necessary for them to be capable of operating in the manner intended by
management. Their costs also include the initial estimate of the costs of dismantling and removing the
itern and restoring the site on which they are located, the obligation for which the Group incurs either
when the items are acquired or as a consequence of having used the items during a particular period.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset,
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appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. The carrying amount of the replaced part is
derecognised. All other repairs and maintenance are charged to profit or loss during the financial period in

which they are incurred.

Land is not depreciated. Depreciation is calculated on the straight-line method to write-off the cost of each

asset, to its residual value over the estimated wseful life as follows:

Land improvement 5+ 20 years
Buildings and buildings improvement 10 - 50 years
Machinery and equipment 5-50 years
Furniture, fixtures and office equipment 5 years
Motor vehicles 5 years
Utilities system 50 years
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Accounting policies (Cont"d)

The Group review and adjust the assets” residual values and useful lives, if appropriate, at the end of each

reporting period.

Where the carrying amount of asset is greater than its estimated recoverable amount, it is written down
immediately to its recoverable amount.

Gains or losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised within 'Other (losses)/gains - net’ in profit or loss.

Borrowing costs that are directly attributable to the acquisition or construction of a qualifying asset are
capitalised as part of the cost of that asset, during the period of time required to complete and prepare
the asset for its intended use. All other borrowing costs are recognised as expenses in profit or loss.

2.10 Intangible assets

2.10.1 Research and development

Research expenditure is recognised as an expense as incurred. Costs incurred on development projects
relating to the design and testing of new or improved products are recognised as intangible assets when it
is probable that the project will be a success considering its commercial and technological feasibility, and
only if the cost can be measured reliably. Other development expenditure is recognised as an expense as
incurred. Development costs previously recognised as an expense are not recognised as an asset in a
subsequent period. Development costs that have been capitalised are amortised from the commencement
of the commercial production of the product on a straight line basis over the period of its expected benefit,
not exceeding 10 years,

2.10.2 Computer software

102

MMILLCOMN
=

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the specific software. These costs are amortised over their estimated useful lives between 5
and 10 years.

Costs associated with maintaining computer software programmes are recognised as an expense as
incurred.

2.10.3 Relationship with customer

Contractual customer relationships acquired in a business combination are recognised at fair value at
the acquisition date. The contractual customer relations have a finite useful life and are carried at cost
less accumulated amortisation. Amortisation is calculated wsing the straight-line method over the
expected life of the customer relationship which is 6 years and 8 months

Impairment of assets

Assets that have an indefinite useful life, for example goodwill, are not subject to amortisation and are
tested annually for impairment. Assets and intangible assets that are subject to amortisation are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the carrying
amount of the assets exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in wse. For the purposes of assessing impairment, assets are
grouped at the lowest level for which there are separately identifiable cash flows, Assets other than
goodwill that suffered an impairment are reviewed for possible reversal of the impairment at each
reporting date,
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Accounting policies [Cont'd)

Leases where a Group company is the lessee

Leases of assets where the Group has substantially all the risks and rewards of ownership are classified
as finance leases, Finance leases are capitalised at the inception of the lease at the lower of the fair value
of the leased property and the present value of the minimum lease payments. Each lease payment is
allocated between the liability and finance charges so as to achieve a constant rate on the finance
balance outstanding. The corresponding rental obligations, net of finance charges, are included in other
long-term payables, The interest element of the finance cost is charged to profit or loss over the lease
period 50 as to achieve a constant periodic rate of interest on the remaining balance of the liability for
each period. The property, plant or equipment acquired under finance leases is depreciated over the
shorter period of the useful life of the asset and the lease term.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases (net of any incentives received
from the lessor) are charged to profit or loss on a straight-line basis over the period of the lease,

Assets leased out under operating leases are included in property, plant and equipment in the statement
of financial position. They are depreciated over their expected useful lives on a basis consistent with
other similar property, plant and equipment owned by the Group. Rental income [net of any incentives
given to lessees) is recognised on a straight-line basis over the lease term.

Borrowings

Borrowings are recognised initially at the fair value, net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference between proceeds (net of transaction costs) and the
redemption value is recognised in profit or loss over the period of the borrowings using the effective yield
method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the
extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent that there is no evidence that it is probable that
some or all of the facility will be drawn down, the fee is capitalised as a pre-payment for liquidity
services and amortised over the period of the facility to which it relates,

Borrowings are classified as current liabilities unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after the end of reporting date,

Income taxes

The Group calculates income taxes according to the Revenue Code and records them on accrual basis,
The Group does not recognise income taxes pavable or receivable in future periods with respect to
temporary differences.

Employee benefits

The Group has post-employment benefits consisting of both defined benefit and defined contribution
plans. A defined contribution plan is a pension plan under which the Group pays fixed contributions
into a separate entity. The Group has no legal or constructive obligations to pay further contributions if
the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in
the current and prior pericds. A defined benefit plan is a pension plan that is not a defined contribution
plan. Typically defined benefit plans define an amount of pension benefit that an employee will receive
on retirement, usually dependent on one or more factors such as age of employee, years of service and
compensation,
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2 Accounting policies [Cont'd)

2.15 Employee benefits [Cont'd)
2.15.1 Defined benefit plan - retirement benefit

The Group provides for post employment benefits, payvable to employees under the labour laws
applicable in Thailand and other countries in which the Group has its operations, The liability in respect
of employee benefits is the present value of the defined benefit obligation which is calculated by an
independent actuary in accordance with the actuarial technique. The present value of the defined benefit
obligation is determined by discounting estimated future cash flows using yields on government bonds
which have terms to maturity approximating the terms of the related liability. The estimated future cash
flows shall reflect employee salaries, turnover rate, mortality, length of service and other factors,
Actuarial gains or losses will be recognised in the profit or loss in the period to which they relate. The
costs associated with providing these benefits are charged to the profit or loss so as to spread the cost
over the employment period during which the entitlement to benefits is earned.

2.15.2 Defined contribution plan - provident fund

The Group operates a provident fund that is a defined contribution plan. The assets are held in a separate
fund which is managed by an external fund manager. The provident fund is funded by payments from
emplovees and by the Group. Contributions to the provident fund are charged to the profit or loss in the
year to which they relate,

2.15.3 Defined contribution plan - Employee Joint Investment Program

Since 31 May 2011, the Group operates Employee Joint Investment Program for the Group's employees
to purchase the Company’s shares through Emplovee Joint Investment Program, being a defined
contribution plan, the assets for which are held in a separate agent. The Program is funded by payments
from employees and by the Group. The Group’s contributions to the Program are charged to the profit or
loss in the year to which they relate.

2.16 General provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of
past events, it is probable that an outflow of resources will be required to settle the obligation, and a reliable
estimate of the amount can be made. Where the Group expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain.

2.17 Share capital

Ordinary shares and non-redeemable preferred shares with discretionary dividends are classified as
equity.

Incremental external costs directly attributable to the issue of new shares or options are shown in
shareholders’ equity as a deduction, net of tax, from the proceeds.

2.18 Revenue recognition

Revenue comprises the fair value of the consideration received or receivable for the sale of goods and
service in the ordinary course of the Group® s activities. Revenue is shown net of value-added tax,
returns, rebates and discounts, and after eliminating sales within the Group. Revenue from sales of
goods is recognised when significant risks and rewards of ownership of the goods are transferred to the
buyer, Revenue from rendering services is based on the stage of completion determined by reference to
services performed to date as a percentage of total services to be performed.

Interest income is recognised on an accrual basis,

Dividend income is recognised when the shareholder's right to receive payment is established.
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Accounting policies (Cont'd)

Dividends

Dividends are recorded in the financial statements in the period in which they are approved hy the
shareholders and the Board of Directors.

Segment reporting

The Group is principally engaged in manufacturing and trading steel products, both in Thailand and
overseas, The Group dees not disclose information in respect of geographical segments because revenue
from overseas sales for the year ended 31 December 2012 was Baht 1,326 million, equivalent to 8.07%
of total sales of goods and services (for the year ended 31 December 2011: Baht 584 million, equivalent
to 3.90% of total sales of goods and services).

Financial risk management

Financial risk factors

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, fair
value interest rate risk, cash flow interest rate risk and price risk), credit risk and liguidity risk. The
Group's overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the Group's financial performance. The Group uses
derivative financial instruments to hedge certain exposures.

Foreign exchange risk

The Group has exposure to foreign currency exchange fluctuations on purchasing fselling of goods and
loans. The Group manages this risk through the financial derivatives such as forward foreign exchange
contracts, and forward foreign currency and interest rate as following:

£ L forei | helan pgl ;

The Group uses derivative financial instruments such as forward foreign exchange contracts and Foreign-
exchange option to hedge certain exposures by establishing the rate at which a foreign currency asset will be
realized or a foreign currency liahility settled.

Foreign currency and interest rate forward contracts are financial instrument to protect fluctuations of
exchange rates and interest rate,

Interest rate risk

The Group's income and operating cash flows are substantially independent of changes in market
interest rates. All interest rate derivative transactions are subject to approval by the Finance Director
before execution. The Group has no significant interest-bearing assets, The Group hedges the interest
rate exposure by using financial instruments such as foreign currency and interest rate forward
contracts as described in Note 3.1.1.

Credit risk

The Group has no significant concentrations of credit risks. The Group has policies in place to ensure
that sales of products and services are made to customers with an appropriate credit history. Derivative
counterparties and cash transactions are limited to high credit guality financial institutions. The Group
has poelicies to limit the amount of credit exposure to each financial institution.
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Cash and cash equivalents

Cash and cash equivalents as at 31 December comprise the following:

Cash on hand

Deposits with financial institutions
= Current accounts

- savings accounts

- fixed accounts

Total cash and cash equivalents

_ &=
“

Consolidated Company

2012 z011 012 2011
Baht Baht Baht Baht
251,222 196,724 150,000 150,000
12,310,062 107,903 4,108,077 46,900
28,834,481  301.621.644 6,575,767 280,774,941
9,401,061 5,091,273 7,733,912 4,242,978
50,796,826 307,017,544 18567756 285214819

Deposits with financial institutions pledged as collateral as at 31 December comprise the following:

Deposits with financial institutions
- Saving accounts
- fixed accounts

Consolidated Company

2012 011 01z 2011

Baht Baht Baht Baht
418351419 206,000,000 418351419 206,000,000
395001800 272,600,000 354901800 232,500,000
813,353,219 478600000 773253219 438,500,000

As at 31 December 2012, the weighted average interest rate of savings accounts with financial institutions

was

0.25% - 1.75% per annum (2011 : 0.25% - 0.87% per annum).

As at 31 December 2012, interest rate of fixed deposit with financial institutions was 0.90% - 4.50% per annum

(2011 : 0.50% - 2.50% per annum).

As at 31 December 2012 and 2011, the deposits with financial institutions have been pledged as collateral

for credit facilities.

7

Trade accounts and notes receivable, net

Trade accounts and notes receivable as at 31 December comprise the following:

Trade accounts receivable
= third parties
- related parties [Note 9.3)

Notes receivable
- third parties

Total trade accounts and notes receivable
Less Allowance for doubtful accounts

Total trade accounts and notes receivable,
net

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht
1963828370 737114116 731,826,482 727219013
6,904,653 - 22,781,282 -
1,970,733,023 737,114,116 754607764 727219013
1,060,892 247 537,750,828  1,060,892,247 537,750,828
3,031,625270 1274864944 1815500011 1,264.969841
(1,151,134] (4,325,857) (1,151,134) (4,306,857
3030474136 1270539087 1814348877 1260662984
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7 Trade accounts and notes receivable, net (Cont'd)

Trade accounts and notes receivable can be aged as follows:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Mot yet due 2,124,507,238 897,368,547  1,418,116337 915921418
Overdue not exceeding 3 months 737,248,633 366,350,952 349,308,329 342,518,055
Overdue 3 to 6 months 136,534,824 6,768,050 46,924,211 2,223,511
Overdue & to 12 months 32,132903 2,000 . -
Overdue more than 12 months 1,201,672 4,375,395 1,151,134 4,306,857

Total trade accounts and notes receivable 3,031,625270 1274864944 1815500011 1,264,969 841
Less Allowance for doubtful accounts (1,151,134) (4,325,857) (1,151,134) (4,306,857)

Tatal trade accounts and notes receivable,  3,030474,136  1,270,539,087 1,814,348877  1,260,662984
net

For domestic sales, the normal credit terms granted by the Company to 240 days. For export sales, the
general terms are that sales covered by letters of credit.

B Transactions with business alliances

According to Section 8971 of the Securities and Exchange Act BE 2535 (including its amendments) and

8 Clause 2 (3] of the Notification of the Capital Market Supervisory Board No, TorChor 21,/2551 Re: Rules
- on Connected Transactions, the following business alliances are not related persons or connected
FT] persons of the Group according to the definition stated in the notification. However, the Company has
EI.IJ; numbers of significant transactions dealt with these business alliances being individuals or entities
jEt which are management's relatives or a former employee of a related party. These persons and entities
imi were not previously identified and disclosed that they are management’s relatives or a former employee

of a related party. The Group management considered and classified the following entities as its business
alliances. These entities might be a part of business alliances of the Group which could have been
identified as of the financial statements date.

Name of business alliances Relationship
- Insight Steel Co., Ltd. = a major sharcholder and the authorised director is management's
relative
- Simba Inter Co,, Ltd. = a major shareholder and the authorised director is also a

shareholder of the Group holding 1.49% interest of the Group
(information as of 11 April 2012). The previous owner of this
company became a management’s relative,

= Triple O Trading Co., Ltd. - a major shareholder and the authorised director, who was a
former employee of a related party, hold 0.54% interest of the
Group (information as of 11 April 2012). This entity has been
receiving financial supports from one of the Group's shareholder
who is a management's relative. The structure of the parties
involved is indirectly linked to a management’s relative,

- Jarasrungroj Co., Led. = a major shareholder and the authorised director is management’s
redative

- Deesinchai Steel Co,, Lud. - a major shareholder and the authorised director is management’s
relative

- Platinum Auto Services Co,, Ltd. = one of authorized directors is a shareholder of the Group holding

0.56% interest of the Group (information as of 11 April 2012)
and is a relative of a subsidiary’s management
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Transactions with business alliances [Cont'd)

The following significant transactions were carried out with business alliances:

Revenues

For the years ended 31 December comprise the following;:

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Revenue
Sales of goods 3.294411,595 2951598702 3,116,620,537 2951538702

Purchase of goods and services

For the years ended 31 December comprise the following:

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Purchase of goods and services
Purchase of goods 5,084,954 - 5,084,954 -
Purchase of services 8,773,079 5,394,986 5426933 4,057,710
Dutstanding balances arising from purchases and sales of goods and services
Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Trade accounts receivahle 793,104,662 541,517,279 793,104,662 541517279
Other assets (deposit for rental cars) 2,160,073 1,375,273 1,422,600 1,093,000
Other current liabilities (accrued 1,265,008 754,350 555,865 51,895

expenses)

Related party transactions

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are
controlled by, or are under common control with, the company, including holding companies, subsidiaries
and fellow subsidiaries are related parties of the company. Associates and individuals owning, directly or
indirectly, an interest in the voting power of the company that gives them significant influence over the
enterprise, key management personnel, including directors and officers of the company and close
members of the family of these individuals and companies associated with these individuals also constitute

related parties,
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Related party transactions [Cont'd)

In considering each possible related-party relationship, attention is directed to the substance of the

relationship, and not merely the legal form.

A group of individual shareholders who are members of the Company’s management hold 26.68%

interests in the Company’s share capital. The Company's remaining shares are widely held.

The following significant transactions were carried out with related parties:

Transactions with Million Miles Co., Ltd. during 1 January to 29 November 2012 are treated as
transactions with a subsidiary. After such period, it was classified as transactions with an associate,

Revenues

For the years ended 31 December comprise the following:

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Revenue
Sales of goods and services
- Subsidlaries - - 280,580,000 1,730454.417
- An associate 2,200,000 - 2,200,000 .
- Related parties B93,249,667 - 162,135,748 -
Total sales of goods BO5,449,667 - 444915838 1,730,454.417
Rental income
- Subsidiaries - . 231,000 252,000
- An associate 181,000 - 21,000 -
Total rental income 181,000 - 252,000 252,000
Other income
- Subsidiaries - - 10,518,658

Sale of goods and services transactions with related parties are carried out under commercial terms and

conditions that are treated in the same manner as unrelated parties.
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Related party transactions (Cont'd)

Purchase of gnods and services

For the years ended 31 December comprise the following:

Purchase of goods and services
Purchase of goods

= Subsidiaries

- Related parties

Total purchase of goods
Purchase of services

= Subsidiaries

- An associate

Total purchase of services

Rental expenses of factory buildings
and machine
- Subsidiaries

Rental expenses of office building
- A related party

Directors’ and management’s

remunerations

- Salaries and
benefits

short-term  employes

- Post-employment benefit

Total directors’ and management's
remunerations

/]
—

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

- = 2567440643 3149710177
1,347,320,307  1,830,783.266 751,030,349  1,768,704,344
1,347,320,307 1,830,783.266 3318470992 4918414521
- - 103,227,493 118,483,460

18,683,445 - 10,439,241 -
18,683,445 - 113,666,734 118,483,460

- 23,012,880 9,588,700

465,792 = 465,792 -
43,342,772 36,236,708 43,342,772 32211226
867,119 2.432,264 867,119 2.432,264
44,209,891 38,668,972 44,209,891 34,643,490

Purchase of goods and services transactions with related parties are carried out under commercial terms
and conditions that are treated in the same manner as unrelated parties.

<&
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9 Related party transactions [Cont'd)

9.3  Outstanding balances arising from purchases and sales of goods and services

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Trade accounts receivable
= A subsidiary - 15,889,431
- Related partics 6,904,653 . 6,891,851
Total trade accounts receivable (Note 7) 6,904,653 - 22,781,282
Advances to suppliers for purchase of
- A subsidiary - 506,831,308 285,000,000
- Related parties 200,485,955 81,808,644 200,453,487 76,527,738

Total advances to suppliers for purchase
200485955 81808644 707284795 361527738

of gonds

Other current assets (Advances)

- A subsidiary - 271,664,599 12,000,000
od
™ Other current assets
- - A subsidiary . . 21,000
IE
L
TH
= Trade accounts payable
= 199,472,830
- Subsidiaries
- Related parties 13,800 - 13,800
13,800 = 13,800 199472830
Total trade accounts payable
Advances from customers for sales of
goods
- An associate 9,891,589 - 9,891,589 -
Other current liabilities (accrued
EXPEnses)
- Subsidiaries . - - 31,630,758
= An associate 21,768,024 - 9,731,701 .
- Related parties 37.566 - 37.566 -
- Shareholders 463,121 924,746 463,121 924,746
Total other current liabilities 22,268,711 024,746 10,232,388 32,555,504

Other non-current liabilities
- An associate 13,440,000 = - -
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Inventories, net

Inventories as at 31 December comprise the following:

Raw materials

Spare parts and supplies
Semi-finished goods
Finished goods

Less Allowance for net realisable value
of inventories
= Raw material
= Semi-finished goods
- Finished goods

Goods in transit

Total inventories, net

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht
1,330,531,299 2,086,381,473 538,818,100 724,780,943
233,825,024 42,234,761 51,866,937 39,651,883
20,567,683 48,107,594 20,567,683 48,107 594
899,703,217 903 482 489 678,099,247 B54,045941
2484,627,223 3,080,206,317 1,289.351,967 1,666,586,361
(1,080,615) (71,164 (831,652) (69,880)
[14,086) (151,636) [14,0B6) (151,636)
(3975046)  (4813.496)  (3.519918)  [4,868294)
2479557476 3075170021 1,284986,311  1,661,496,551
152,223,074 107,031,970 12,837,788 2,046,402
2,631,780,550 3,182201,991 1297824099 1,663,542953

During 2012, the Group and the Company recognised loss from the net realisable value being lower than
cost in the consolidated and company statements of comprehensive income amounting to Baht

5,069,747

and

4ans,000, respectively (2011 : Baht 5,036,297 and Baht 5,089,810, respectively).

Baht

Inventory in the consolidated and company financial statements with a value of Baht 157,134,851 and
Baht 112,456,513 respectively (2011 : Baht 123,708,199 and Baht 115,061,429 respectively) is carried
at net realisable value, this being lower than cost.

Other current assets

Other current assets as at 31 December comprise the following:

Revenue department receivable

Prepaid transaction costs of capital
and loan

Prepaid interest expenses

Other receivable (Note 9.3)

Prepaid corporate income tax

Others

Total other current assets

<&

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht
41,572,993 282322254 29,655,293 15,615,671
3.814,527 - 3814527

44,185,522 23,886,291 33,449,803 16,728.827
26,619,947 22232806 292,608,705 21,974,126
15,283,176 11,556,684 14,938,635 11,025,537
80,448,336 79928406 23,720,985 19476816
208109974 423740968 394373421 BE,635,504
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12 Available-for-sale investments

Available-for-sale investments as at 31 December comprise the following:

At 1 January
Additions
Less Re-measuring available-for-sale investments

At 31 December

The fair values of the available-for-sale investments are as follows:

Cost as at 31 December
Less Unrealised loss

Fair value as at 31 December

At 31 December, the summary of available-for-sale investments is as follows:

=
-
=
il
UE:- Available-for-sale investments in equity securities
jE% Less Changes in value of investments
23

Available-for-sale investments in equity securities, net

Consolidated /Company
2012 2011

Baht Baht
27,400,000 -
- 30,000,000
[9,000,000]  (2.600,000)
18400000  27.400,000
Consolidated/Company
2012 z011

Baht Baht
30,000,000 30,000,000
[11,600,000]  (2.600,000)
18400000 27,400,000

Consolidated /Company

2012 2011

Baht Baht
30,000,000 30,000,000
i11,600,000)  [2,600,000)
18,400,000  27.400,000

Available-for-sales investments represent investments in the marketable securities of 10,000,000 shares

at Baht 3 per share.
13 Investments in subsidiaries and an associate

13.1 Subsidiaries

Movements of net book amount of investments in subsidiaries for the year ended 31 December 2012 can

be analysed as follows:

Investments in subsidiaries
Opening net book amount

Reclassification of investment in Ocean Profit Co., Ltd. from an associate to be a

subsidiary
Less Loss from impairment in a investment in Ocean Profit Co., Ltd.

Reclassification of investment in Million Miles Co, Ltd. from a subsidiary to be an

associate

Closing net book amount

@ Annual Report 2012
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Company
Baht

2,528,865,133
9,999,800

(9.999,800)

14,749,970)

2.524,115,163



13

Investments in subsidiaries and an associate (Cont'd)

13.1 Subsidiaries [Cont'd)

Deemed disposal in investment in Million Miles Co., Ltd. ("Million Miles™)

At the Annual General Shareholders Meeting of Million Miles Co., Ltd. No.1/2555 held on 30 April 2012,
the shareholders passed a resolution to increase its registered share capital from Baht 5,000,000 to Baht
55,000,000, by issuing new ordinary share 5,000,000 shares at par value of Baht 10 per share and
offered to existing shareholders in proportion of one existing ordinary share to one newly issued
ordinary share at the selling price of Baht 10 per share. However, the Company purchased newly issued
ordinary shares of Million Miles only 1,340,002 shares with a par value of Baht 10 per share. As a result
of investing in newly issued shares, the Company holds investment in ordinary shares of Million Miles
totalling 1,814,999 shares equivalent to 33.00% of total registered and paid-up capital. The voluntarily
non-exercise purchased shares capital of 3,409,968 shares were sold to third parties. The Company paid
for the increase in share capital to Million Miles on 27 November 2012, Million Miles registered its
increase in share capital with the Ministry of Commerce on 29 November 2012.

As a result of increase in share capital of Million Miles, the Company diluted its shareholding interest in
Million Miles from 95.00% to 33.00%. The Company reclassified investment in ordinary shares of
Million Miles from investment in a subsidiary to investment in an asseciate,

As of 29 November 2012, the Company’s interest on net assets of Million Miles was Baht 8,365,148, The
Company recorded loss on deemed disposal in investment in Million Miles amounting to Baht 3,615,178,

Investment in ordinary shares of Ocean Profit Co., Ltd. ["Ocean Profit™)

At the Board of Directors” meeting no. 11,/2011 held on 23 December 2011, it was unanimously resolved
that the Company would purchase the remaining 69,998 shares of Ocean Profit from other existing
shareholders at the selling price of Baht 100 per share, totalling Baht 6,999,800, The Company
purchased and paid for this share capital on 20 January 2012, and as a result, the Company’s interest in
the total ordinary shares of Ocean Profit increased from 30% to 99.99%. As a consequence of the
additional investment, the Company reclassified the investment in Ocean Profit Co, Ltd. from
investment in an associate to investment in a subsidiary.
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13.2

Investments in subsidiaries and an associate [Cont'd)

An associate

Movements of net book amount of investment in an associate for the year ended 31 December 2012 can

be analysed as follows:

Investment in an associate
Opening net book amount
Purchase of ordinary shares of Ocean Profit Co, Ltd. from other
shareholders
Reclassification of investment in Ocean Profit Co., Lud.
from an associate to be a subsidiary (Note 13.1)
Reclassification of investment in Million Miles Co, Ltd. from a subsidiary
to be an associate (Note 13.1)
Acquisition of additional investment in a subsidiary - Million Miles Co.,
Ltd.
- investment in newly issued ordinary shares in the proportion
of new shareholding interest
Share of profits from an associate

Closing net book amount

Annual Report 2012

Millcon Steal Industries PCL.

Consolidated Company
Baht Baht
2,778,190 3,000,000
6,999,800 6,999,800
9.777.990) (9.999,800)
4,749,970 18,149,990
13,400,020
1,099,827
19,249,817 18,149,990
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14 Other long-term investment, net

Other long-term investment as at 31 December comprises the following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Government bond 3,400,000 3,400,000 - -
Add Excess in value of bond 274,601 274,601 - -
Less Amortised premium value of bond (208,748) [169,854) - .

Other long-term investment, net 3,465,853 3,504,747

The government bond with maturity period of 10 years will be due in September 2014 and bear interest

rate at 5.90% per annum.
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MMILLCOMN

Property, plant and equipment, net (Cont'd)

The movements of property, plant and equipment for the years ended 31 December 2012 and 2011

comprise the following: [Cont'd)

Leased assets included above, where the Group and Company are a leasee under a finance lease, comprise vehicles

Company
2012 2011
Baht Baht

2,095327 2,095,327
[459,824) [81,488)

1,635,503 2,013,839

are as follows:
2012
Baht
Cost - capitalised finance lease 23,246,730
Less Accumulated depreciation (2, 168,564)
MNet book amount 21,078,166
Collateral

As at 31 December 2012 and 2011, the Group has mortgaged the following part of the land, buildings and
machinery to financial institutions as collateral for overdrafts, long-term loans and working capital facilities

from financial institutions.

Land, buildings and machinery of Mill Con Steel Industries

Public Company Limited

Land, buildings and machinery of a subsidiary - Millcon Burapa Co., Led.

@ Annual Report 2012
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Net book value

20z 2011
Baht Baht

BOBA51,837 864,755,005
353,006,002 359,760,939
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Intangible assets, net

The movements of intangible assets for the vears ended 31 December 2012 and 2011 comprise the following:

Asat 1 January 2011
Cost
Less Accumulated amortisation

Net book amount

For the year ended 31 December
2011

Opening net book amount
Additions

Amortisation charge

Closing net book amount

As at 31 December 2011
Cost
Less Accumulated amortisation

Net book amount

For the year ended 31 December
2012
Opening net book amount
Additions
Amaortisation charge
Loss from impairment of asset
Deemed disposal of assets of
Million

Miles Co., Ltd. due to
reclassification

of investment from subsidiary
to

associate [Note 13.1)

- cost

- accumulated depreciation

- allowance for impairment

Closing net book amount

As at 31 December 2012

Cost

Less Loss from impairment of
asset

Less Accumulated amortisation

Net book amount

Consolidated

Computer

Development software

Computer Customer cost of under
software relationship new products  installation Total
Baht Baht Baht Baht Baht
722,760 39,922,000 47657414 6,600,000 94,902,174
(463,775) (15,968,800) (5.356,819) (21,789,394)
258,985 23,953,200 42,300,595 6,600,000 73,112,780
258,985 23,953,200 42,300,595 6,600,000 73,112,780
262,648 . - 3,160,800 3423448
(126,634) _ (5.988,297) (4,765,744 (10,880,675)
394,999 17,964,903 37,534,851 9,760,800 65,655,553
985,408 39,922,000 47657414 9,760,800 98,325,622
(590.409) [(21,957.097) [10,122,563) (32,670,069)
394,999 17,964,903 37,534,851 9,760,800 65,655,553
394,999 17,964,903 37.534,851 9,760,800 65,655,553
124,300 - - 2416800 2,541,100
(186,917) (5.988,297) (4,765,739) (10,940,953)
. - (16,384,556)  (1L376448) (17.761,004)
(33.088) . - (1377.600) (1410688
29,833 - - . 29,833
Z - 1,376,448 1,376,448
329,127 11,976,606 16,384,556 10,800,000 39,490,289
1,076,620 39,922,000 47657414 10,800,000 99,456,034
- - [16,384,556) (16,384,556)
(747.493) (27.945,394) (14,888,302) (43.581,189)
329,127 11,976,606 16,384,556 10,800,000 39,490,289
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16  Intangible assets, net (Cont'd)

Intangible assets that have definite useful life are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the carrying amount of the assets exceeds its recoverable amount which is the value
in use. During the year 2012, the Group provided an impairment provision for the development cost of new
products amounting to Baht 16.38 million. This calculation used a cash flow projections based on financial
budgets approved by management covering a five-year period. The cash flow projections beyond the five-year
period are extrapolated using the estimated growth rates at 0% per annum. The pre-tax discount rate used in
the calculation is 10.51% per annum.

The movements of intangible assets for the years ended 31 December 2012 and 2011 comprise the following:

[Cont'd)
Company
Computer
software
Computer under
software  installation Total
Baht Baht Baht
As at 1 January 2011
Cost 642,320 3,300,000 3942320
Less Accumulated amortisation [455,808) - [455,808)
Met book amount 186,512 3,300,000 3,486,512
For the year ended 31 December 2011
ﬁ Opening net book amount 186,512 3,300,000 3486,512
e Additions 310,000 1,500,000 1,810,000
Amortisation charge (115,234) - [115,234)
Zlg
D -
g%g Closing net book amount 381,278 4,800,000 5,181,278
3
2In:
As at 31 December 2011
Cost 952,320 4,800,000 5,752,320
Less Accumulated amortisation (571,042) - (571,042)
Net book amount 381,278 4,800,000 5,181,278
For the year ended 31 December 2012
Opening net book amount 381,278 4,800,000 5,181,278
Additions 124,300 1,200,000 1,324,300
Amortisation charge (176,451) - [(176,451)
Closing net book amount 329,127 6,000,000 6,329,127
As at 31 December 2012
Cost 1.076,620 3, 000, 00 7076620
Less Accumulated amortisation [747493) - (747.493)
MNet book amount 329,127 6, 000, 000 6,329,127
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Loans from financial institutions, net

Short-term loans from financial institutions, net

Shart-term loans from financial institutions for the years ended 31 December comprise the following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Short-term loans - promissory note 6076472583 3832,552,056 4005477523 2,703,980,080

Short-term loans - trust receipt 832217278 1,138,761,988 516,641,333 589,732,357
Reclassified from long-term loans net of

transaction cost (Note 17.2) 1,727.466,290 561,184,561 - 578755800

Tatal short-term loans from
financial institutions, net B.636,156,151 5,532,498,605 4,522,118856 3.B72,468,237

it Tk f Ml e A T

As at 31 December 2012, short-term loans from promissory note of Baht 4,005 million and from trust receipt
of Baht 517 million bear interests at the rate of MLR less 1.00% discount per annum. The loans are secured hy
land, buildings, machinery and the Company's director (31 December 2011 : short-term loans from
promissory note of Baht 2,704 million and from trust receipt of Baht 590 million bear interests at the rate of
MLR less 1.00% discount per annum. The loans are secured by land, buildings, machinery and the Company's
director).

As at 31 December 2012, short-term loans from promissery note of Baht 2,071 million and from trust receipt
of Baht 316 million bear interests at the rate of MLR less 1.00% discount per annum. The loans are secured by
land, buildings, machinery, fixed deposits at financial institutions and the Company’s director (31 December
2011 : short-term loans from promissory note of Baht 1,128 million and from trust receipt of Baht 549 million
bear interests at the rate of MLR less 1.00% discount per annum. The loans are secured by land, buildings,
machinery, fixed deposits at financial institutions and the Company’s director).

Movements of short-term loans from financial institutions for the years ended 31 December comprise the
following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Beginning balance 5532498605 3805249380 3872468237 3050316240

Logh e MUl K pegt 26,643,399,890 20,171,387,228 17,209,951,392 '4'“96'2“5'52

Repayments of loans during the year (25.254,051,255) (19,005,322,564) (16.542,478,848) {IE,ME.H]EJ.:E;

':’;‘;;“iﬁ*d frauni g b Roans (Nor 1727466290 561,184,561 . 578755800
Realised gain on exchange rate

from loan repayments (17,803,305) - (17,803,305) -

Unrealised gain on exchange rate (12,925,313) - (18,620) -

Written-off transaction costs 17,571,239 - - -

Ending balance B,636,156,151 5,032.498,605 4,522,118856 3872468237

On 4 July 2012, the Company repaid the long-term loan from a foreign financial institution (DEUTSCHE
INVESTITIONS - UND ENTWICKLUNGSGESELLSCHAFT MBH) amounting to Euro 14 million which is

equivalent to Baht 562 million.
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17 Loans from financial institutions, net (Contd)

172  Long-term loans from financial institutions, net

Long-term loans from financial institutions as at 31 December comprise the following:

Consolidated Company
02 2011 2z 201
Baht Baht Baht Baht
Current portion of long-term loans
(Thai Baht currency) 33,600,000 170,836,953 33,600,000 39,950,000
Loans due later than 1 year

- Thai Baht currency BB 424,675 1,739,072,418 BE424.675 124,800,000
= Euro currency (Euro 14 million) . .

88424675 1,739,072.418 BE,424,675 124,800,000

Transaction costs, net (20,262,155) -
Loans due later than 1 year, net BB.424,675 1,718,810,263 BB,424,675 124,800,000
Total long-term leans from financial

institutions, net 122,024,675 1,889,647 216 122,024,675 164,750,000

Long-term loans from financial institutions of the Company
(1) Thai Baht currency loan

The long-term loan in Thai Baht currency of Baht 122 million represents loan from a local financial
institution, bearing interest at the rates of MLR less 0.50% discount to MLR less 1.00% discount per
annum (31 December 2011 : Baht 165 million represents loan from a local financial institution, bearing
interest at the rates of MLR less 0.50% discount to MLR less 1.00% discount per annum). The loan is
guaranteed by the Company’s director and mortgaged by the land, buildings, and machinery.

128

AR

(2] Euro currency loan

The long-term loan in Euro currency of Eurol4 million equivalent to Baht 579 million (2011: Baht 579
million) represents loan from a foreign financial institution, bearing interest at the fixed rate of 6.20% per
annum, The loan is due for repayment starting from 15 June 2014 to 15 December 2016 and guaranteed
by the Company's director and pledged by the share certificate of Millcon Burapa Co., Ltd. Under this
loan agreement, the Company must comply with conditions and restrictions stated in the agreement such
as to maintain financial ratio, shareholding interest ratio in Millcon Burapa Co., Lud, and right to obtain
ordinary shares options etc. The lender has the right to exercise conversion option in subscription for
newly issued ordinary shares in the Company based on the amount of non-repayment loan at the
specified price as stated in the agreement. The transaction cost relating to this loan was Baht 27 million.

Long-term loans from a financial institution of the Company amounting to Euro 14 million was classified
as short-term loans since the second quarter of 2011, However, the Company repaid such loan on 4 July
2012 (Note 17.1).

T—— . i ial instituti ¢ 2 subsidi
(1) Thai Baht currency loan

The long-term loan obtained from a local financial institution is in Thai Baht currency of Baht 1,727 million,
bearing interest at the rate of MLR less 1.00% discount per annum (31 December 2011 @ Baht 1,745 million
bearing interest at the rate of MLR per annum). The loan is due for repayment starting from 30 September
2012 to 31 March 2019 and puaranteed by the subsidiary’s land, building, machinery, inventories, share
certificate of the Company for investment in Millcon Burapa Co,, Ltd, and the Company’'s director. According
to the loan agreement, the Group has to comply with the requirement specified in the agreement such as
compliance with debt covenant. The transaction cost relating to this loan was Baht 32 million.
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Loans from financial institutions, net (Cont'd)

Long-term loans from financial institutions, net (Cont'd)

The Group noted that some of the financial ratios were not complied with the financial covenants specified in the
long-term loan agreements of Millcon Burapa Co,, Ltd (the Company’s subsidiary). Therefore, as at 31 December
2012, such long-term loans from a financial institution of subsidiary of Baht 1,727 million were reclassified to
short-term loans. However, if the Group would be able to maintain the financial ratios according to the long-term
loan agreements, the loans would be reclassified back to non-current liabilities.

This condition indicates the existence of a material uncertainty that may cast significant doubt about the Group’s
ability to continue as a going concern. However, due to the fact that the Group has unutilised credit facilities of
Baht 852 million (Note 17) and the management is in the process of working with the financial institutions and
major shareholders on a plan to raise sufficient liquidity for the Group; therefore, the management believes that
the Group will continue its operations at least for the forthcoming 12 months. Accordingly the Group's financial
information has been prepared on a going concern basis.

The interest rate exposure on the borrowings of the Group and the Company is the following:

Consolidated Company
2012 2011 20z 2011
Baht Baht Baht Baht
Total borrowings:
- at fixed rates (6.20%) - 561,184,561 - 578755800
- at floating rates (included the reclassified
short-term loans of Baht 1,727 1849490965 1889647216 122,024,675 164,750,000
million]
Weighted average effective interest rates:
bank borrowings 6.009% - 7.625% 6.20%-7.25% 6.125%-7.125% 6.20%-7.25%

The movements in book value of long-term loans from financial institutions for the year ended 31 December
2012 comprise the following:
Consolidated Company

Baht Baht
Beginning balance 1.889647 216 164,750,000
Loans made during the year 187,825,748 .
Repayment of long-term loans during the year (188,121,084) (42,725325)
Transaction cost, net 5,944,085 .
Disposal of liabilities of Million Miles Co., Ltd. due to deemed disposal
of investment in subsidiary to be an associate (Note 13.1) (45,805,000) -
Reclassified to short-term loans (Note 17.1) (1,727.466,290) .
Ending balance 122024675 122024675

From the calculation of financial ratios as at 31 December 2012, the Group noted that some of the financial ratios
were not complied with the financial covenants specified in the long-term loan agreements. The Group has,
therefore, reclassified the long-term loans which may become due and payable on demand to present as current
liabilities in accordance with Thai Accounting Standard No. 1: Presentation of Financial Statements, If the Group
would be able to maintain the financial ratios according to the long-term loan agreements, the leans would be
reclassified back to non-current liabilities.
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Loans from financial institutions, net (Cont'd)

Long-term loans from financial institutions, net (Cont'd)

The carrying values and fair values of long-term loans are as follow:

Consolidated Company
2012 2011 012 2011
Million Baht Million Baht Million Baht Million Baht
Long-term loans
(included the reclassified short-term
loans)
- carrying value 1,849 2441 122 Tk
- fair value 1,928 2416 107 725

The fair values of long-term loans are based on discounted cash flows using a discount rate from the market
borrowing rates which are available to the Company at the date on the statement of financial position. The
carrying amounts of short-term loans are shown at an approximate fair value.

Maturity of long-term loans can be analysed as follow:

Consolidated Company
2012 2011 2012 2011
Million Baht Million Baht Million Baht Million Baht
No later than 1 year 34 171 34 40
Between 2 and 5 years it 1,957 a8 T4
Over 5 years - 313 - -
Total long-term loans 122 2441 122 Tad
Unutilised credit facilities as at 31 December comprise the following:
Consolidated
2012 2011
Long-term Working  Long-term Working
loan capital loan capital
facilities facilities facilities facilities
Baht Baht Baht Baht
Fixed rate
- draw down with no timeframe - 144,688,950 -
limitation
Floating rate
- draw down with no timeframe - 852,331,166 216,352,783 1,493,000,250
limitation
- B52,331,166 361,041,733 1493000250
Company
2012 2011
Long-term Waorking Long-term Working
loan capital loan capital
facilities facilities facilities facilities
Baht Baht Baht Baht
Fixed rate
- draw down with no timeframe - - 144,688,950 -
limitation
Floating rate
- draw down with no timeframe - 798433908 41,250,000  1,105,099,780
limitation
- 798433908 185938950 1105099780
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Liabilities under finance leases, net

Movements of liabilities under finance leases for the years ended 31 December comprise following:

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Beginning halance 58,505,358 52,719,916 1,713,866 -
Addition during the year 211,297 631 17,606,781 1,788,381
Payment during the year (41,252,579) (11,821,339) [447,095) (74,515)
Disposal of liabilities of
Million Miles Co., Ltd. due to deemed
disposal of investment in subsidiary to
be
an associate (Note 13.1) (211,300,439) -
Ending balance 17,249,971 58,505,358 1,266,771 1,713,866
Liabilities under finance leases as at 31 December comprise the following:
Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Mot later than 1 year 7,846,295 17,047,103 447,095 447,095
Later than 1 year but not later than 5 9,403,676 41,458,255 819,676 1,266,771
years
17,249971 58,505,358 1,266,771 1,713,866
ﬁﬁbuturﬁ finance charges on finance (1,598,806)  (6,886831) (112,383) (200,000)
it value of liabilities under finance 15651165  51,618527 1,154,388 1513866
s
Liabilities under finance leases
- current 6,922,699 13,779,589 383482 359,477
- non-current B, 728466 37.838,938 770,906 1,154,389
Tetal liabilities under finance leases 15,651,165 51,618527 1,154,388 1,513,866
Retirement benefit obligations
The movements in the retirement benefit obligations over the year are as follows:
Consolidate Company
d
Baht Baht
For the year ended 31 December 2012
Opening balance for the year 10,450,684 9,535,996
Retirement benefit expenses 2,731,522 1,856,820
Benefit paid - -
Disposal of liabilities of Million Miles Co., Ltd. due to deemed disposal of
investment in subsidiary to be an associate (Note 13.1) (318,136) -
Closing balance for the year 12,864,070 11,392,816
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19 Retirement benefit obligations [Cont'd)

The amounts recognised in the profit and loss are as follows:
Consolidated Company

Baht Baht
For the year ended 31 December 2012
Current service cost 2,344,738 1,503,988

Interest cost 386,784 352,832
Actuarial (gains) flosses - .

2,731,522 1,856,820

For the year ended 31 December 2012
Cost of sales 1,392,359 582 468
Selling and administrative expenses 1,339,163 1,274,352

2,731,522 1,856,820

The principal actuarial assumptions used as at 31 December were as follows:

Consolidated Company

2012 2011 2012 2011

Discount rate 37%-38% 3.7%-38% 3.7% 37%
Future salary increases 35%-70% 35%W-70% 35%W-70% 35%-7.0%

20 Share capital and premium on share capital

The movements of share capital and premium on share capital for the year ended 31 December 2012 and

od 2011 comprise the following:
(ar] Numbser of Numbser of isswed and
e registered shares pald-up shares Issued and pald-up shares
Premium Premium
Z_ 18 an
W] Ordimary Preferred Ordinary  Preferred  Ordinary  Preferred  ordinary  on preferred
umb shares shares shares shares shares shares shares shares
jl__i_: Shares Shares Shares Shares Haht Ieshy Raht Haht
Emf As @ 31 Deovenlr 20010 FAFFRT R S a0EOn0 1566 86301% IRAL9T.5T] 626585208 PISITOOZR  TRLGOAGET 1065, 794,775
Pisase o shiares during the vear . D0 s 2 Aeleli BAD . 24,451,088
Decrease of namber
of registered shares [2IRT50001) (249744, 700)
Increase of number
of registered shares HEHI00.000
As a3 Decvenber 2011 2751440419 ZO4EEN, 1T 1566463015 TRABGA.1T] 6ZOS5ESZ0H LITR45668 TILGOAOLT 1,089 2857 H63
Issase of shares during the year T2TH3%0 - 0556 - 3252961 .
Decrease of niamber
ol registered shanes (53 888 B05)
Increase of number
of registered shares LI,
As 31 Decvenber 2012 2, TH5,THL, 754 Z94854,171 LEEETI0A0S THAEGA,1T]1 BHITATSTH4 117 MG668 TI4B6057H 1,089 257 B63

As at 31 December 2012, the authorised shares comprise of 2,765,782, 754 ordinary shares (2011 : 2,751,449,419
shares) with a par value of Baht 0.40 per share (31 December 2011 : Baht 0.40 per share], totalling Baht 1,106
million (2011 : Baht 1,101 million), and 294,864,171 preferred shares (2011 : 294,864,171 shares) with a par value
of Baht 0.40 per share (2011 : Baht 0.40 per share), totalling Baht 118 million (2011 : Baht 118 million].

As at 31 December 2012, the Company's issued and fully paid-up share capital comprise of 1,568,739,409
ordinary shares (2011 : 1,566,463,019 shares) with a par value of Baht 0.40 per share (2011 : Baht 0.40 per
share); totalling issued and fully paid-up ordinary shares was amount of Baht 627 million (2011 : Baht 627
million) and premium on ordinary shares of Baht 735 million (2011 : Baht 732 million); 283,164,171 Group A
preferred shares (2011 : 283,164,171 shares) and 11,700,000 Group B preferred shares (2011 : 11,700,000
shares) with a par value of Baht 0.40 per share, (2011 : Baht 040 per share) totalling issued and fully paid-up
preferred shares was amount of Baht 118 million (2011 : Baht 118 million) and premium on
preferred shares of Baht 1,090 million (2011 : Baht 1,090 million) net with underwriting fee
and transaction costs.
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Share capital and premium on share capital [Cont'd)

Preferred share has right to obtain a camulative dividend at the rate of 3% per annum. The term of preferential right
of preferred shares shall be 5 years from the date of issuing and selling. Upon the completion of such period, the
preferential right of preferred shares shall immediately expire. The right of preferred shares which have been
convierted to ordinary shares, which shall be the same as that of ordinary shares. As at 31 December 2012, Baht
61,804,476 of cumulative preference share dividends have not been provided because the Company did not declare
any dividends.

During the year 2008, the Company issued warrants to the Company”s shareholder and directors and employees of
119,600,000 units. The exercise ratio is 1 warrant per 2.734 ordinary shares and the exercise price is Baht 1829
per share. The warrants are expired in February 2014, In June 2012, the Company's management and employees
exercised their warrants of 2,276,390 ordinary shares, totalling paid-up capital of Baht 4,163,517, The Company
registered the increase of registered shares with the Ministry of Commerce on 10 July 2012,

Decrease of registered capital

At the Annual General Meeting of Shareholders no. 1/2012 held on 30 April 2012, shareholders approved a
decrease in its registered capital of 453,666,665 shares at the par value of Baht 0.40 per share, from the registered
capital of Baht 1,218525436 to Baht 1037058770, by cancelling unissued ordinary shares making of
transactions proposed for consideration in;

- 198,666,665 shares for cancellation of issuance and offer of convertible bonds.

- 255,000,000 shares for issuance and offer to reserve for the allotment to DEG- DEUTSHE INVESTITIONS - UND
ENTWICKLUNGSGESELLSCHAFT MBH (“DEG™) and/or the private placement according.

The Company registered the reduction with the Ministry of Commerce on 11 May 2012,

Increase of registered capital

At the Annual General Meeting of Shareholders no. 172012 held on 30 April 2012, shareholders approved an

increase in its registered capital from Baht 1,037,058,770 to Baht 1,224,258,770 by issuing ordinary shares up to

468,000,000 shares at the par value of Baht 0.40 per share, ttalling Baht 187 200,000, to accommaodate making of

transactions proposed for consideration in;

= 213,000,000 shares for issuance and offer of warrants for purchasing of ordinary shares of the Company to DEG-
DEUTSHE INVESTITIONS - UND ENTWICKLUNGSGESELLSCHAFT MBH [*DEG") and/or the private placement
according.

- 255,000,000 shares for issuance and offer to reserve for the allotment to DEG- DEUTSHE INVESTITIONS - UND
ENTWICKLUNGSGESELLSCHAFT MEBH [*DEG") and for the private placement according.

The Company registered the increase with the Ministry of Commerce on 14 May 2012,

Allocation of new ordinary shares

At the Annual General Meeting of Sharcholders no. 1/2012 held on 30 April 2012, sharcholders approved an
allocation of such new ordinary shares of 468,000,000 shares at the par value of Baht 0,40 per share as follows:

1)  Allocation of new ordinary shares of up to 255,000,000 shares at the par value of Baht 0.40 per share to DEG -
DEUTSHE INVESTITIONS - UND ENTWICKLUNGSGESELLSCHAFT MEBH ("DEG”) and for specific persons on a
private placement basis, at the offer price not lower than Baht 2.70 per share.

2)  Allocation of new ordinary shares of up to 213,000,000 shares at the par value of Baht 0.40 per share to
accommodate exercise of warrants for purchasing of ordinary shares of the Company to DEG - DEUTSHE
INVESTITIONS - UND ENTWICKLUNGSGESELLSCHAFT MBH ("DEG") and/for specific persons on a private
placement.

On 4 July 2012, the Company made loan repayments to DEG - DEUTSHE INVESTITIONS - UND
ENTWICKLUNGSGESELLSCHAFT MBH ["DEG”). However, the allocated ordinary shares to accommaodate making of
transactions of DEG remain unchanged.
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Convertible bonds (Cont'd)

Summary of Features of Convertible Debentures [CDs) are as below: [Cont'd)

Coenversion period
[Mew feature) [Cont'd)

Maturity period for
conversion of the CDs to
the Company's ordinary
shares

Offering method

Redemption on maturity
date

(Ol features)
Redemption on maturity
date

[MNew features)

As at 28 December 2011, the Company issued convertible bonds of 175,000 units at the par value of Baht 1,000 per
unit, totaling amount of Baht 175,000,000, to specific investors. The convertible bonds are classified as compound
financial derivative. The fair values of the liability component and the equity conversion compoenent are
determined on the date of issue of bonds. The fair value of the equity conversion component is calculated using the
market price of the Company’s share as at that date and is included in the shareholders’ equity. The residual

i The Company has the right to convert all or part of the CDs to ordinary shares of

the Company at any time by formally informing to the holders of CDs no later
than

7 days before conversion date. The minimum conversion amount shall be 10%
of the total CDs issued and sold which have not been converted. In case, there is
more than one holder, the number of CDs w be converted shall be allocated
proportionately to the units held by all holders,

In the event that the Company exercises the aforementioned conversion right
and, as a result, the holder holds less than 1,000 units, the Company has the right
to convert all of the remaining part of the CDs to ordinary shares of the Company
on the conversion date.

In the event that the Company exercises the aforementioned conversion right,
the Company will compensate the holder by paying the interest calculated from
the conversion date until the maturity date (excluding the conversion date). The
number of days in each year used for interest caloulation is 365 day.

O maturity of CDs, the Company has the right to convert all or part of the CDs
to ordinary shares of the Company or to redeem the CDs. In the event that the
Company redeem partial CDs, the remaining part of CDs will be converted to
ordinary shares of the Company.

: Uintil the maturity date

: The CDs will be offered to specific investors not exceeding 10 investors during

each 4-month period, as defined in Clause 32 (2) of the Notification of the Capital
Market Supervisory Board No. Torjor 9/2552 regarding the Application and
Permission to Offer for Sale Newly Issued Debentures.

¢ The holders of the CDs shall convert all CDs held by them to ordinary shares of

the Company at the conversion price on the maturity date.

+ On maturity of CDs, the Company has the right to convert all or part of the CDs

to ordinary shares of the Company or to redeem the CDs. In the event that the
Company redeem partial CDs, the remaining part of CDs will be converted to
ordinary shares of the Company.

amount represents the value of liability component.
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21 Convertible bonds (Cont'd)

According to Thai Accounting Standard No. 107 “Financial Instruments: Disclosure and Presentation”, the
Company has the option of either redeeming the convertible bonds or converting them into ordinary shares on the
maturity date and delivery of equity securities will not be changed by fair value of such equity securities (since the
Company determined a certain conversion price); therefore, the convertible bonds are not covered by the
definition of financial liabilities and are to be treated as equity securities. In addition, the Company's management
expressed the intention to convert these bonds into ordinary shares on the maturity date. Therefore, after
acceptance by the holder of convertible bonds on 28 March 2012, the whole amount of the convertible bonds is
presented as part of shareholders’ equity and future interest on the bonds will be recorded in the shareholders’
equity. Due to the change in condition in respect of the convertible bonds, the Company reclassified the
convertible bonds which were previously presented as compound financial instrument as at 31 December
2011 with a liahility portion of
Baht 45 million, to present as shareholder's equity since the date that the changes were approved by the
holder of the convertible bonds.

However, at the Annual General Meeting of Shareholders no.1/2012 held on 30 April 2012, shareholders
approved a cancellation of issuance and offer of convertible bonds of Baht 595,999,995,

22 Legal reserve

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Beginning balance 32,163,299 28,695,626 32,163,299 28,695,626
Appropriation during the year 279,216 3467673 279,216 3467673
Ending balance 32,442,515 32,163,299 32,442,515 32,163,299
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Under the Public Limited Company Act., the Company is required to set aside as a legal reserve at least 5% of
its net profit after accumulated deficit brought forward [if any) until the reserve is not less than 10% of the
registered capital. The legal reserve is non-distributable.
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23 Financial instruments

23.1 Financial assets and liabilities in foreign currencies
As at 31 December, the Group has financial assets and liabilities in foreign currencies as follows:
Consolidated Company

2012 2011 2012 2011
Baht Million Baht Million Baht Million Baht Million

Assels

US Dollar 4992 44.03 12.30 4341
Australia dollar 9.21 352 9.21 152
Total 59,13 47.55 21.51 46.93
Liabilities

Euro 79.87 567.21 - 578.76
LS Daollar 1,024.95 536.02 210.55 8.33
Yen 4.65 - - -
Swiss franc 3.46

Total 1,112.93 1,103.23 210.55 587.09
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23 Financial instruments [Cont'd)

23.2 Financial derivative instruments

As at 31 December, the Group has outstanding financial derivative contracts as follows:

Forward foreign exchange contracts

Forward foreign exchange contracts have been entered into to manage exposure to fluctuations in foreign
currency exchange rates on accounts receivable, loans and accounts payable denominated in foreign currencies.

Foreign exchange farwand contracts

Euro

- Average exchange rate [Baht/Euro)
- Amount in Euro

= Amount in local currency (Baht)

U5 Dollar

- Average exchange rate [Baht/USD)
= Amount in USD

= Amount in local currency [Baht)

Australia dollar

- Average exchange rate [Baht/AUD)
- Amount in AUD

= Amount in local currency (Baht)

Net fair values

Consolidated Company

2012 2011 2012 2011
41.96-44.13 40.26-43.87 - #0.87 -43.11
1,810,095 22,589,545 - 15,835,600
77,167 886 936,628,547 = 650,592,097

30.92-32.11 30.26-31.92

31672843 2,885,199
994,060,041 88,642,672
- 3a.21

- 16,068

B 517,552

3099-32.11 30.37-31.92

1,138,598 1,211,193
35,591,700 37,501,135
- 32.21

- 16,068

- 517,552

The net fair values of derivative financial instruments as at 31 December comprise the following:

Derivative financial instruments [assets)
- Foreign exchange forward contracts
Euro
- Current
- Non-current
US Daollar
= Current
Australia Dollar
- Current

Derivative financial instruments (liabilities)
= Foreign exchange forward contracts
Euro
- Current
US Dollar
= Current

Consolidated
2012 2011
Fair values Fair values

Foreign favourahle
currency unfavourahle)

Foreign  favourahle
currency [unfavourable)

amounts Baht amounts Baht
- 1,588,013 386,851
- 16,500,000 26,845,384
5,285,598 425,031 900,000 712,053
- 16,068 3462

1,810,095  (2.656,400)

26,387,245 [15,181,586)
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4,501,531  (7.116,855)

1,985,199  (2,438,627)
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Financial instruments [Cont'd)

Financial derivative instruments (Cont'd)
Net fair values (Cont'd)

The net fair values of derivative financial instruments as at 31 December comprise the following: (Cont'd)

138
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Company
2012 2011
Fair values Fair values
Foreign favourahle Foreign favourable
currency unfavourable) currency unfavourable)
amounts Baht amounts Baht
Derivative financial instruments [assets)
- Foreign exchange forward contracts
Euro
» Non-current - - 14,000,000 25,738,595
USs Dollar
« Current 338,598 155817 400,000 291,658
Australia Dollar
- Current - - 16,068 5,462
Derivative financial instruments (liabilities)
= Foreign exchange forward contracts
Euro
- Current - 1,835,600 (2,535202)
Us Dollar
- Current BO0,000 (113,151) 811,193 (B25,062)

The fair value of forward foreign exchange contracts is determined by the market rate of each contract which
is calculated by financial institutions dealing with the Group at the date of the statement of financial position.

Revenues/Expenses

Sale of goods and services

Sales of goods and services recorded in the consolidated statements of comprehensive income for the year ended
31 December 2012 included sales of raw materials amount of Baht 3,193 million. Such revenue had the related cost
of sales amounting to Baht 3,097 million (For the year ended 31 December 2011: included sales of raw materials
amount of Baht 2,331 million. Such revenue had the related cost of sales amounting Baht 2,249 million).

Sales of goods and services recorded in the company statements of comprehensive income for the year ended
31 December 2012 included sales of raw materials amount of Baht 1,611 million, Such revenue had the related cost
of sales amounting to Baht 1,567 million (For the year ended 31 December 2011 included sales of raw materials
amount of Baht 2,559 million. Such revenue had the related cost of sales amounting Baht 2,483 million).
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24.2

24.3

Revenues/Expenses [Cont'd)

Other income

Other income for the yvears ended 31 December comprise the following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

MNet gain on exchange rate 56,724,072 44,386,079 4,199,765 1,179,325
Gain from disposal of property, plant and

equipment 45477843 . 44 894 567 -

Interest income 8816449 6,805,451 7,596,911 5,737,388

Dividend income 1,000,000 - 1,000,000 -

Net fair value gain from derivative

financial instruments 3,105,809 11,586,515 3,105,809 -

Sales of scrap 13,373.176 24,478,738 23872425 24,220,189

Rental income 3452977 4,340,400 3,504,977 4,592 400

Others 11,970,962 15,563,841 2,205,246 10,970,825

Total other income 143,921,288 107,161,024 90,379,700 46,700,127

Gain from disposal of property, plant and equipment amount of Baht 45 million resulted from sales of land
and building to a company at the selling price of Baht 110 million accounting to the Board of Directors’

meeting no. 2/2012 held on 23 March 2012,

Other expenses

Other expenses for the vears ended 31 December comprise the following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Loss from disposal of equipment - 462,371 - 769,653

Loss from write-off of plant and

equipment 303,961 303,959 -

Loss on disposal of trading investment 8,508,216 8508216 -
Met fair value loss from derivative

financial instruments 23,925,775 - 1,518,780

Total other expenses 32,737,952 462,371 8812,175 2,288,433
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25  Finance costs

Fimance costs for the years ended 31 December comprise the following:

Consolidated Company
2012 2011 2012 2011
Baht Baht Baht Baht
Interest expenses 553849164 323585113 318748922 301412267
Written-off transaction costs of long-term
loans
{Utilised and unutilised Facilities) 9,365,239 - 9,365,239 -
Bank charge 34772390 74368613 28482124 50,158,640
Met (gain) loss from foreign exchange rate
for loans and accrued interests [19,455,601) 15,321,351 (19.455,601) 15,321,351
Net fair value (gain] loss from derivative
financial instruments of loans 25,738,595 (14,645,880) 25,738,595 [14,645880)
Total finance costs 604,269,787 398,629,197 362879279 352,246,378

26 Expense by nature

The following expenditure items, classified by nature, have been charged in arriving at profit before finance
costs and income tax:

Consolidated Company
-~ 2012 2011 2012 2011
-— Baht Baht Baht Baht
Ed; Raw materials and consumable used 12935488,257  9,004,084956 9916982341 6,637,685,085
e & i
= "n:'a’t‘i,':_j“;e“"m"“h“' goods and raw 1,894,157,007 4,232,334,665 2076080656 8,573,884,020
2l Change in finished goods and 2,584,316 66,648,231
semi-finished goods 381,405,289 592,239913 203,486,605 [293,988,239)
Staff costs 256,547,269 150,078,116 168,977,113 105,691,771
Depreciation on property, plant
and equipment [Note 15) 174,658,140 69,703,752 27027712 24,672,762
Utilities expenses 590,696,134 104,142,118 126,717 268 75,595,600
il fgas 278,476,575 197,445,093 195,118,541 130,458,480
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Basic earnings (loss) per share

|
o /I

Basic earnings (loss) per share and diluted earnings [loss] per share for the yvear ended 31 December 2012

and 2011 are as follows;

Basic earnings (loss) per share is calculated by dividing the profit (loss) for the year attributable to shareholders after
deduction of preference shares dividend by the weighted average number of ordinary shares in issue during the

year.

Basic earnings (loss) per share
Profit attributable to owners of the
parent

Less Dividend of preference shares

Profit (loss) attributable to ordinany

shareholders

Weighted average number of ordinary
shares in issue

Basic earnings [loss) per share (Baht per
share)

Consolidated Company

2012 2011 z012 2011
89,707.482 111,531,656

[61.804476)  (61,831.269)  (61804476) (61L.B31.269)

27,903,006 49700387  (56,220,160) 4816962

1.567.619.873 1566463019 1,567,619.873  1,566,463,019

.02

0.03

(0.04)

The diluted earnings (loss) per share is caloulated adjusting the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential ordinary shares. The Company has three categories
of dilutive potential ordinary shares: convertible preferred shares, convertible bonds, and warrants. The
convertible preferred shares and convertible bonds are assumed to have been converted into ordinary shares,
For the warrant, a calculation is made to determine the number of shares that could have been acquired at fair
value [determined as the average annual market price of the Company’s shares) based on the monetary value
of the subscription rights attached to outstanding share options. The number of shares caleculated as above is
compared with the number of shares that would have heen issued assuming the exercise of the warrant. The
difference is added to the denominator as an issue of ordinary shares for no consideration. No adjustment is

made to earnings,

Diluted earnings (loss) per share
Profit (loss) attributable to owners of the
parent

Weighted average number of ordinary
shares

in issue
Adjustments for

- warrants

- convertible bonds

Weighted average number of ordinary

shares
for diluted earnings (loss) per share

Diluted earnings (foss) per share (Baht per
share)

<

Consolidated Company
2012 2011 2012 2011
27,903,006 49,700,387  (56,220,160) 4,816,962
1567619873  1566463,019 1567619873 1566463019
58,333,333 16,564,167 58,333,333 16,564,167
68,025,226 639,269 68,025,226 639,269
1,693978,432 1,583,666,455 1693978432 1,583,666,455
0.02 0.03 [0.03)
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28  Guarantees

28.1 Guarantee contract

Guarantee contracts as at 31 December comprise the following:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

Guarantee of a subsidiary’s liabilities - 35,650,000 - 35,650,000
Guarantee of an associate’s liabilities 238,836,380 - 238,836,380 -

28.2 Bank guarantees

As at 31 December, the local bank had issued letters of guarantee on behalf of the Group as follows:

Consolidated Company

2012 2011 2012 2011

Baht Baht Baht Baht

In respect of electricity usage 79,437,600 81,884,000 9,694,600 12,001,000
In respect of purchase of gas-petroleum 7,000,000 - 7,000,000 -
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Commitments

As at 31 December, the Group had commitments but not vet recognised in the consolidated and company

financial statements as follows:

Capital commitments
Operating lease commitments
Shipping guarantee commitments
Letter of credit for purchase of goods
commitments
- Thai Baht
- US Dollar
Service contract commitments

Consolidated Company

2012 2011 zn1z 2011

Baht Baht Baht Baht
31,157.969 228,193,645 21,577.969 1,505,804
76,415,988 23,602,977 56,991,576 71804513
167,154,216 167,154,216 -
86,670,103 394568116 B6,670,103 394,568,116
13,112,750 132,390,389 13,112,750 132,390,389
1,682,540 1,478,600 1,252,940 1470900
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