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KPMG Phoomchai Business Advisory Ltd., a 
company incorporated under Thai law, is a member 
of KPMG International, a Swiss cooperative

Empire Tower, 48th Floor
195 South Sathorn Road, 
Bangkok 10120, Thailand

Tel (662) 677-2000
Fax (662) 677-2222

[[[[

Yours faithfully,

Nirand Lilamethwat
Certified Public Accountant
Registration No. 2316

Important notice

Our work commenced on 3 March 2010 and our fieldwork was finally completed on 
30 April 2010.  We have not undertaken to update our report for events or 
circumstances arising after that date. 

In preparing our report, our primary source has been G Steel Public Company Limited.
(“GSteel” or “the Company”) internal management information and representations 
made to us by management of GSteel.  We do not accept responsibility for such 
information which remains the responsibility of management.  Details of our principal 
information sources are set out in Appendix 2 and we have satisfied ourselves, so far as 
possible, that the information presented in our report is consistent with other 
information which was made available to us in the course of our work in accordance 
with the terms of our engagement letter.  We have not, however, sought to establish 
the reliability of the sources by reference to other evidence. 

As our procedures are limited in nature, they should not be relied upon to reveal all 
weaknesses, errors or irregularities that may have occurred or which may continue to 
occur in the future.  The remedy of any control weakness identified, or implementation 
of recommendations made in our report, will be at GSteel’s discretion to pursue.

Private & Confidential

Mr. Vijit Supinit

G Steel Public Company Limited

PASO Tower, Floor 18, 88 Silom Road,

Suriyawong Bangrak, Bangkok 10500 Thailand

7 May 2010

According to letter ref. SEC. Chor. 5/2010 dated 25 January 2010, the Securities and 
Exchange Commission ("SEC") has ordered G Steel Public Company Limited 
(“GSteel” or "the Company") to perform a Special Audit, the scope of which is set out 
in an engagement letter dated 24 February 2010, and is attached as Appendix 1 to 
this report. 

The objective of completing these agreed upon procedure is not to certify, verify or 
issue any opinion on the Company’s financial statements, nor to conduct an audit 
according to generally accepted auditing standards. As such, I do not express an 
opinion on the Company’s financial statements. I do, however, report the key 
findings and observations from the performance of these agreed upon procedures.

Dear Sirs

Special Audit Report on G Steel Public Company Limited 
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Glossary of terms

DecemberDec

AugustAug

JuneJun

AprilApr

FebruaryFeb

JanuaryJan

includeincl

AmountAmt

IdentificationID

G J Steel Plc.GJ

Fiscal YearFY

Corporate Social ResponsibilityCSR

Hot Strip MillHSM

Hot Roll CoilHRC

Hong Kong DollarHKD

Exchange RateEx. Rate

G Steel Plc.GSteel or the Company

Executive Vice PresidentEVP

DepartmentDept.

Chief operation officerCOO

Construction in progressCIP

Chief financial officerCFO

Chief executive officerCEO

Bank of ThailandBOT

AverageAvg

Accounts receivableAR or A/R

JulyJul

KilogramKg

Machinery and equipmentM&E

MarchMar

MaximumMax

NovemberNov

OctoberOct

SeptemberSep

QuarterQ

NumberNo.

MinimumMin

Metric TonMT

Non-Conformity ReportNCR

Outstanding accounts payableOut. A/P

Vice PresidentVP

Value Added taxVAT

US DollarUSD

Thai BahtTHB

Singapore Dollar
Scope of work performed according to the Agreed Upon 
Procedures as agreed with the Management

SGD
Special Audit

Senior Executive Vice PresidentSEVP

The Securities and Exchange CommissionSEC

Steel Business BriefingSBB

ReferenceRef.

QuantityQty

Quality controlQC

Purchase orderPO
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According to the auditor’s report on GSteel’s financial statement as at 30 September 2009 and 31 December 2009, the auditor issued a “disclaimer”
opinion due to issues relating to credit sales of hot rolled coils, credit notes issued by raw material suppliers prior to 2006, credit sales of scrap material, 
inventory balances, the carrying value of property, advance payments received from customers, the absence of confirmation letters from financial 
institutions, trade and other accounts receivable balances, related parties, business alliances, trade and other accounts payable balances, machinery 
suppliers for the GSteel’s expansion project and the Company’s ability to continue as a going concern.

The Securities and Exchange Commission (“SEC”) subsequently ordered GSteel to provide an agreed-upon procedure report in respect of the Company’s 
sales of hot rolled coils to selected new customers, trading transactions with alliances and related businesses, sales of unused degraded quality raw 
materials (iron scraps) and the offset of receivables arising against machinery purchase obligations, degraded quality aw materials (pig Iron mixed with soil 
debris), and advance payments for machinery and construction in progress. 

On 4 February 2010 the company’s Board of Directors passed a resolution to appoint “Turnaround Steel Management LLC” to assist GSteel and its 
subsidiary (including GJS) in its recapitalization.

Consequently, KPMG has been requested by GSteel to conduct an independent review by performing certain agreed upon procedures as set out in 
Appendix 1.

Background of this 
engagement

Executive Summary
Engagement background
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GSteel was established on 31 October 1995 and is engaged in the production and distribution of Hot Rolled Coil (“HRC”). 

GSteel’s products serve as raw materials for downstream industries such as cold-rolled coils, galvanised steel, steel pipe, structural steel products for 
construction, LPG containers, automobiles, electrical appliances and steel furniture.

The Company’s head office is located at 88 PASO Tower, 18th Floor,  Silom Road, Suriyawong, Bangrak, Bangkok 10500 Thailand. Its factory is located at SSP 
Industrial Park, 55 Moo 5, Nonglalog, Bankhai, Rayong 21120, Thailand.

GSteel’s current production capacity is 1.8 million tons per year.

The Company’s 2009 Annual Report (as at 26 February 2010) shows that the Company’s major shareholders include Superior Overseas (Thailand) Co., Ltd. 
(18.33%), Khunying Patama Leeswadtrakul (10.84%), Whiterock Global Fund and SPC (6.48%). 

On 4 February 2010 the company’s Board of Directors passed a resolution appointing Mr. Ahab Garas to the position of Co-CEO and Mr. Ari Levy to the 
position of CFO in order to ensure that appropriate levels of internal control have been reinstated and, where appropriate, strengthened.  Following that 
resolution, the Company’s current management is shown in the table below and on the organization chart on the following page:

Background of the
Company

Executive summary
Company background

Source: Organisation Chart

CFOMr.Ari Levy

COOMr.Nakun s.

Chief of CSR Khunying Patama L. 

CO CEO Mr.Ryuzo Ogino 

CO CEOMr.Ahab Garas

PositionName

GSteel Management Team
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Currently, GSteel operates under a team of management led by Mr. Ahab Garas and  Mr. Ryuzo Ogino (Co-CEOs).   

Total number of employees as at 31 December 2009 was 676.

Organization 
Structure

Executive summary
Company background

Source: Organization chart of GSteel

Board of Directors

CFO
Ari S.Levy

COO
Nakun Sakunchotikarote
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Marketing 
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End Accounting Finance

HR and 
admin.

CO-CEO
Ahab Garas-Ryuzo Ogino

EVP 
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Develop

ment

Corporate 
Finance

Information 
Technology

Production 
Service

Commercial

Chief of CSR
Khunying Patama L.

SEVP EVP

Marketing

Vice 
President

Vice 
President

Vice President
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Executive summary
Summary of key findings

• We found no significant differences in pricing levels between customers. 

• We found that in certain cases GSteel’s internal control procedures relating to 
credit limits and credit terms were not followed.  We also found that 
procedures were not performed to assess the financial position of each 
customer and to determine their ability to pay amounts due to the Company.  
This resulted in receivables which could not be collected.

• New customers, related parties and alliance partners were in certain cases 
granted more generous payment terms than established customers who often 
had to pay in advance.

• Lack of documentation prevented us from confirming that certain amounts 
were actually received from the customers to whom receipts were credited, 
although the amounts were in fact received by the Company.  In some cases 
the records show that some counterparties paid on behalf of other 
counterparties.

• Sales of low grade scrap were made on generous payment terms although no 
assessment was made of the buyer’s ability to pay.

• Although an independent third party was responsible for the scrap yard there 
was insufficient documentation to support inventory movements.

• The Company agreed not to re-open the bidding for a proposed scrap sale but 
to give a discount to the highest original bidder when it was discovered that 
the quantity of scrap available for sale after screening was less than had been 
expected.

• There was no evidence of supplier evaluation or cost/benefit analysis being 
performed in relation to expansion project machinery procurement, nor were 
suppliers’ background, experiences or credentials considered.

• Some payments for machinery were made to third parties other than the 
machinery supplier, or were offset against debts of the supplier or third party 
without sufficient supporting documentation.

• There was no evidence that the Board of Directors had approved certain 
offsets under which machinery and equipment was accepted as offsets to 
long outstanding receivables.

• Certain of the Company’s counterparties appeared related to one another by 
virtue of having the same directors and/or address.

• Some purchases which had apparently been made as part of the proposed 
expansion projects had not been installed but were found to be in storage in 
the production line and outdoor yard.

• During the period under review (2007 – 2009), GSteel was found to have weak 
internal controls in gathering and storing business documents specifically in its  
sale through to cash collection process.

• During the later part of the period under the review, there was little segregation 
of duty nor procedures in place to ensure that sufficient supporting 
documentation was collected or approved to enable transactions involving the 
Company’s proposed high-value expansion projects to be accurately recorded 
in the Company’s accounting records.

• Prior management appeared to make business decisions on accepting 
customers without obtaining the Board of Director’s approval or appropriate 
authorization.  

• During the review period, GSteel at times failed to properly comply with its 
own procedures and policies.

• As points arose during the course of our work, we discussed these with new 
management and the Board of Directors who have already taken steps to 
address the issues identified and protect against future recurrence.

• We understand that discussions are ongoing with the Major Shareholder to 
determine what, if any, opportunities may exist for him to assist the Company 
in collecting amounts owed to the Company which have previously been fully 
provisioned against.
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Detailed procedure review
Selling of goods to selected new customers, alliances and related parties (1)

1.   Sales to selected new customers alliances and related parties

− Our findings based on the performance of the procedures regarding sales transactions 
with selected new customers, alliances and related parties (as set out in Appendix 3) are 
as follows; 

1.1 Sales to selected new customers

− Customer documentation in the customer master files includes only Company Affidavit 
and VAT Registration Certificate of the customers.

− We found that GSteel did not request customers’ financial statements nor consider their 
financial position, background, creditability and ability to pay debts before accepting and 
granting credit to them.

--8,121 ---CashB3

Related parties

121,144 80,000 210,876 59,820 400,000 1,509,285 45 daysB1

180,922 60,000 452,516 207,565 500,000 1,416,575 30-60 daysB2

201,765 --205,765 250,000 192,304 30-45 daysA3

Source: Summary of credit terms and credit limits
Note: information of alliances and related parties is in accordance with GSteel’s financial statements as at 31 December 2009.

158,173 100,000 944,726 --906,969CashD4

96 20,000 363,570 -150,000 895,200CashD3

60 20,000 723,072 97,610 150,000 325,798CashD2

--21,345 8,876 50,000 1,113,581CashD1

Other non-related parties

532 --532 125,000 342,229 45 daysB7
91,086 60,000 329,939 144,695 450,000 1,140,401 30-60 daysB6

29,545 20,000 60,506 93,925 200,000 415,834 30-90 daysB5

391,230 20,000 1,870,264 77,897 450,000 2,330,408 45 daysB4

Alliances

133,954 --135,154 280,000 249,588 30 daysA4

178,846 -124,964 268,546 100,000 550,386 30 daysA2

--(3,843)41,119 100,000 77,464 30 daysA1

Selected new customers

AR BalanceCredit LimitSales AmountAR BalanceCredit LimitSales AmountCredit termsTHB'000

20092008

Summary of sales, trade receivables, credit limits and credit terms

− In 2008, the Company provided credit terms ranging from 30 days to 45 days and credit 
limits ranging from THB 100 - 280 million to the selected new customers in order to 
attract them from the Company’s competitors, while most other customers had to pay by 
cash. 

− Management notes that these “selected new customers” are neither related party 
companies or alliance companies, according to management’s classification.

− In 2009, the Company no longer provided credit terms to these customers (A1-A4). 
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Detailed procedure review
Selling of goods to selected new customers, alliances and related parties (2)

1.1.1 Background of selected new customers 

− A1 was incorporated in December 2007 and originally had registered share capital of 
THB 1 million which subsequently increased to THB 20 million.  According to A1’s 
financial statements as of 31 December 2008, A1 had net liabilities of THB 59.0 
million.  We visited A1’s registered address, and found it to be a residential house 
without company sign  

− A2 was incorporated in January 2003 and has registered share capital of THB 100 
million. According to A2’s financial statements as of 31 December 2008, A2 had net 
liabilities of THB 50 million. We visited A2’s registered address and found that it is the 
office of a legal and accounting firm. 

A1 and A2 are apparently representing a large steel processing company.

− A3 was incorporated in July 2004 and has registered share capital of THB 300 million.  
We visited A3’s registered address, and found it to be a factory / warehouse facility.  
Based on discussions with on-site personnel, we were informed that the operations at 
this site ceased more than one year ago. 

− A4 was incorporated in February 2008 and has registered share capital of THB 1 
million. According to A4’s financial statements as of 31 December 2008, A4 had net 
liabilities of THB 22.7 million. We visited A4’s registered address and found it to be a 
residential building without company sign.

− Per financial statements submission form sent to the Department of Business 
Development for 2008, A1, A2 and A4 shared the same accountant.

Source: Purchase orders and sales invoices
Note: SBB market prices are converted to Thai Baht using BOT’s rate

22,740 23,597 21,882 -----17,000 -1.95 mm - up x 980 mm - 1524 mm x COILOct-08

35,547 36,215 34,880 32,000 -34,500 --33,250 -1.95 mm - up x 1219 mm - 1524 mm x COILJul-08

35,426 36,121 34,732 ----31,800 --1.95 mm - up x 900 mm -1524 mm x COILJun-08

32,465 33,585 31,346 ------31,100 1.95 mm - up x 960 mm - 1524 mm x COIL

32,465 33,585 31,346 -29,500 29,770 28,100 ---1.95 mm - up x 1219 mm - 1524 mm x COILMay-08

30,370 30,842 29,898 -----27,500 -1.95 mm - up x 1219 mm - 1524 mm x COILApr-08

23,400 24,309 22,490 -----25,000 -1.70 mm - up x 1219 mm - 1524 mm x COILJan-08

AvgMaxMinD4D1D5A4A3A2A1HRC specificationMonth

SBB's market priceNon related parties (THB/MT)Selected new customers (THB/MT)

Sales prices analysis - selected new customers

1.1.2 Sales prices given to selected new customers 

− We compared HRB sales prices given to selected new customers with market prices 
and prices given to other customers and found that;

Prices given to A1 (THB 31,100/MT) was insignificantly lower than the minimum 
market price of HRC (THB 31,346/MT) in the same period.  
Prices given to A2 in April, July and October 2008 and A3 in June 2008 were 0.08 
– 0.09% lower than the minimum HRC market price in the same periods.
Sales price given to A4 (THB 28,100/MT) was lower than sales prices of other 
customers (THB 29,500/MT – THB 29,770/MT) and SBB’s minimum market price 
(THB 31,346 /MT) during the same period. Management advise that a sale price 
discount of up to 5% is in the normal course of business in order to attract 
selected new customers.

Remark:  * Comparing the Company’s selling price to the website www.steelbb.com (“SBB”) benchmark may have comparability limitations as 
delivery terms (transport, port of delivery, etc), product grade/quality differentials and the foreign currency exchange rate may be different 
for the Company’s sales and those which form the basis of the SBB benchmark
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Detailed procedure review
Selling of goods to selected new customers, alliances and related parties (3)

1.1.3 Sales to and collections from the selected new customers 

− HRC sales to A1 were made in May 2008 and amounted to THB 77.5 million.  
According to related delivery notes, these HRCs were solely delivered to F, a company 
managed by a relative of GSteel’s lead shareholder. There has been no sales 
transactions with A1 since May 2008. 
The outstanding receivables as at 31 December 2008 of THB 41.1 million from A1 was 
paid off by A2 in 2009.  This was in accordance with the instruction from A2.  

− Sales to A2 were made during February 2008 and September 2009, totaling THB 
675.3 million. The majority of HRCs sold to A2 were also delivered to F (47.4%).  
As at 31 December 2009, the outstanding receivable from A2 amounted to THB 178.8 
million.  Allowance for doubtful debts of THB 176.1 million was made for the debts 
outstanding for more than 120 days. 

− F is a value-added service provider who apparently acted on the instructions of A1 and 
A2.

− Sales to A3 of THB 192.3 million were made in June and July 2008. All HRCs sold to 
A3 were delivered to GSteel’s non-related parties.  Since July 2008, there have been 
no further sales transactions with A3.  On 26 February 2009, A3 negotiated with 
GSteel to make installment payments based on a monthly basis commencing from 
February 2009 onwards.  The payment terms are shown below:

THB 0.5 million per month from February to December 2009
THB 1.0 million per month from January to December 2010
THB 5.0 million per month from January to December 2011
THB 10.7 million per month from January to December 2012

Up to March 2010, the Company has collected the debts of THB 8.5 million which is in 
accordance with the payment schedule.   
Nevertheless, allowance for doubtful debts has been fully made for the outstanding 
receivable from A3 of THB 201.8 million as at 31 December 2009.

− Sales to A4 totaling THB 249.6 million were made during May and June 2008. 42.6% 
of HRCs sold to A4 were delivered to D6, a non-related party of GSteel. There have 
been no sales transactions with A4 since June 2008.
On 25 February 2009, A4 negotiated with GSteel to make installment repayment on a 
monthly basis commencing from March 2009.  Payment term for the monthly 
installments is as follow;

THB 0.3 million per month from March to December 2009
THB 2.0 million per month from January to December 2010
THB 9.0 million per month from January to December 2011

Up to March 2010, the Company has collected debts of THB 9.0 million which is in 
accordance with the payment schedule.   
As at 31 December 2009, allowance for doubtful debts has been fully made for the 
outstanding debt from A4 of THB 134.0 million.

− We found no payment evidences attached with receipt voucher (e.g. Pay-in Slip, copy 
of cheque,  etc) for most of collections from the selected new customers. The table 
below illustrates that we could not identify the source of payment to the Company for 
81% of payments collected from the selected new customers:

99%135,456 137,256 A4

74%405,432 545,462 A2

81%625,274 771,104 Total

27%1,500 5,500 A3

100%82,886 82,886 A1
Selected new customers

%
Collection from 

unidentified source
Total 

collectionsTHB'000

Unidentified source of payment

− We were not provided with a complete set of supporting documentation for 3 
transactions of sales to the selected new customers amounting to THB 40.3 million. 
Please see more detail of documents not received in Appendix  7.

− All new customers are now subject to a customer evaluation system based on an 
objective credit metrics system.
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Detailed procedure review
Selling of goods to selected new customers, alliances and related parties (4)

1.2  Sales to alliances and related parties

− Sales to alliances and related parties represented sales to the following companies

Related parties: B1, B2 and B3

Alliances: B4, B5, B6 and B7

− Based on GSteel’s classification, “alliances” represent those companies which 
previously had shareholders or directors in common with GSteel or whose directors 
have direct or indirect relationships with GSteel’s directors. 

− Per the financial statement submission forms for 2008 sent to the Department of 
Business Development, B1, B4, B7 and B8 shared the same accountant and office.

− As shown in the table on page 9, credit terms granted to alliances and related parties 
(30 days to  90 days) are longer than normal credit terms (30 days to 45 days) granted 
to other customers.  Credit limits provided to these customers in 2008 ranged between 
THB 125 -500 million which was higher than those offered to other customers.
Applying a new credit approval policy in 2009, GSteel reduced the credit limit for each 
customer to be double the customer’s registered share capital.

− None of receivables from the alliances and the related parties is long outstanding.  
Thus, no allowance for doubtful is provided for the receivables.

1.2.1  Sales prices given to alliances and related parties

− Generally, sales prices given to alliances and related parties were not significantly 
different from the average HRC market price in the same periods. However, in May 
2008, sales price given to B1 (THB 30,400/MT) was lower than the minimum market 
price (THB 31,436/MT) but was higher than the prices given to non-related parties 
(THB 29,500-29,770) . Management inform that the discount in sales prices of not 
more than 5% is in the normal course of business.

16,895 20,210 13,474 --17,800 17,700 16,900 17,400 17,400 -1.95mm.Up900mm.-1524mm.

18,490 21,943 13,620 18,600 1.95mm.Up1219mm.-1524mm.

20,500

-

-

-

-

-

B3

-

-

-

-

-

19,100 

18,700 
B2

Related parties (THB/MT)

Source: Purchase orders and sales invoices

16,895 20,210 13,474 ------1.95mm.Up1219mm.-1524mm.

16,895 20,210 13,474 -----16,900 1.95mm.Up960mm.-1524mm.2009

33,531 34,071 32,991 32,000 32,100 --32,000 -1.95mm.Up960mm.-1524mm.Aug-08

32,465 33,585 31,346 ----30,400 1.95mm.Up960mm.-1524mm.May-08

25,331 29,073 21,966 25,440 ----25,050 1.95mm.Up960mm.-1524mm.Jan-Mar 08

20,138 24,114 17,224 --19,550 19,000 -20,250 1.95mm.Up930mm.-1524mm. 2007

18,490 21,943 13,620 18,800 -18,800 18,550 18,900 19,000 1.95mm.Up1000mm.-1524mm.2006
AvgMaxMinD4B7B6B5B4B1HRC specification

Month

SBB's market price

Non related 
party 

(THB/MT)Alliances (THB/MT)

Sales prices analysis - alliances and related parties
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Detailed procedure review
Selling of goods to selected new customers, alliances and related parties (5)

0%-33,077 B3

63%160,493 253,635 B2

70%1,000,518 1,437,045 Total
94%110,554 117,130 B7

65%177,296 272,275 B6

100%159,208 159,208 B5
58%186,605 319,645 B4

65%206,362 315,152 B1
Alliances and related parties

%
Collection from 

unidentified source
Total 

collectionsTHB'000

Unidentified source of payment

Source: Quotations

-65115122112115Rayong
165165160182190190Chonburi

-250300306355360Samutsongkram
-245295295340350Nakornprathom

235245295295340350Pathumthani
235245295295340350Samutsakorn
225235275270310320Bangkok
215225275270310320Suksawad
215225275255290300Poo Chao

Destination
Jun-99Jul-00Feb-03Feb-03Apr-06Oct-07THB/MT

H1B7H2B7B7H3

Price comparison - transportation expense

1.2.2  Sales to alliances and related parties 

− We found that purchase orders received from B1, B4, B7 were authorised by the 
same person.  Additionally, the purchase order from B4 was sent to GSteel from 
B1’s fax number

− In July 2009, receivables from B2 totalling THB 60.0 million were paid by A2 (which 
B2 informed the Company was one of its customers)

− Even though the bank statement showed the money deposited, we found no 
payment evidences attached to receipt vouchers (e.g. Pay-in Slip, copy of cheque 
and etc) for 70% of the payments collected from alliances and related parties

Source: Quotations

1,5001,5001,500 1,500 After 1st Container
5,0005,0005,000 4,000 1st Container40'
1,5001,5001,500 1,500 After 1st Container
4,0003,5004,000 3,500 1st Container20'

31-May-0911-May-0931-May-0911-May-09Size (feet)
H4B8H4B8

Import (THB)Export (THB)

Price comparison - customs clearance fee− We were not provided with a complete set of supporting documentation for 5 sales 
transactions with alliances and related parties, amounting to THB 64.8 million.  
Please see more detail of documents not received in Appendix  7.

− Internal audit has been instructed to check sufficient documentation exists to fully 
support cash receipts.

1.2.3  Other business transactions with B7 and B8

− Besides sales transactions, GSteel has other business transactions with B7 and B8 
who provide transportation services and custom clearance services to GSteel, 
respectively

− Prices offered by B7 were not significantly different from the prices offered by 
these transportation companies

− In 2009, custom clearance fees charged from B8 were lower than the fee offered 
by H4 in the same period.

− We did not receive supporting documentation for 4 payment transactions paid to 
B7 and B8 for transportation and custom clearance as shown in Appendix 7
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Detailed procedure review
Low quality scrap and related machinery for debt offsetting (1)

2. 2  Low quality scrap sales prices

− Low quality scrap was acquired from both local and overseas suppliers.  
Approximately 90% of the total was domestic scrap primarily acquired from B1 at 
approximately THB 10/kg to THB 14/kg.  

− The Company subsequently entered into sales contracts in late October 2008 to 
sell such unusable scrap at THB 11.65/kg to THB 11.9/kg and unusable pig iron at 
THB 17.9/kg.  These sales prices were based on GSteel’s scrap purchase prices in 
September 2008 as follows;

Scrap: scrap purchase prices from B1 in September 2008 which were 
approximately THB 12/Kg – THB 14/Kg depending on type of scrap (e.g. 
bundles, clippings, shredded scrap and etc) 

Pig Iron: average pig iron purchase price from I1 and I2 in September 2008 of 
approximately THB 23/Kgs.

− We found the sales prices higher than the average scrap market prices in October 
2008 from SBB which was USD 282/MT or approximately THB 9/Kg. 

1,460,293 -1,460,293 115,002 

Source: Low quality scrap sales invoices

3,644,876 -3,562,626 294,601 Total

55,298 -55,298 11,5004,808 Heavy Old
123,615 -123,615 11,90010,388 Shredded
610,954 -610,954 11,80051,776 Bundle
375,474 -375,474 11,90031,552 Clipping
294,952 -294,952 17,90016,478 Pig Iron1 - 20 Nov 08C23
927,332 927,332 79,599 
927,332 -927,332 11,65079,599 Bundles11 - 20 Nov 08C12

1,257,251 82,250 1,175,001 100,000 
1,257,251 82,250 1,175,001 11,750100,000 Bundles1 - 10 Nov 08B11

Amt incl  VATVATAmount 

(THB'000)
Unit 

Price/MT
Quantity 

(MT)DescriptionInvoice date

Low Quality Scrap

2.  Low quality scrap and related machinery for debt offsetting
− Our findings based on the performance of the procedures regarding low quality scrap 

sales, machinery purchases and the associated offset of accounts receivable and 
payable (as set out in Appendix 4) are as follows; 

2. 1  Sales of low quality scrap

− We were advised that low quality scrap represented scrap highly contaminated by 
non-ferrous chemical content (e.g. copper, brass, zinc, sulfur, and etc.) which was 
accumulated over a period of time.  Producing HRC using these materials results in 
additional production time and cost. Therefore, only small amounts of low quality 
scrap was used in the Company’s own production, but can be used by other types of 
steel producers.  This together with a sharp increase in sales prices during the first 
nine months of 2008 resulted in sales of low quality scrap to B1 and two overseas 
suppliers (C1 and C2) in November 2008.  The sales transactions were approved by 
the previous CEO. 

− We found no customer evaluation (in terms of creditability, financial position and 
capability of paying debt) or selection evidence relating to such sales.

− Credit terms granted to these customers was 180 days which is considerably longer 
than normal credit terms granted to HRC customers (30 to 45 days).  

− All customers are now subject to a customer evaluation system based on an objective 
credit metrics system.
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Detailed procedure review
Low quality scrap and related machinery for debt offsetting (2)

2.4  Collections of low quality scrap sales 

− Cash payments in respect of receivables for sales of low quality scrap have only 
been made by B1.  These payments totalled THB 391.5 million (THB 62.5 million 
and THB 329.0 million in 2008 and 2009, respectively).  Detail of the cash received 
is set out in Appendix 13.

− As the customers were not capable of repaying the debts due to their economic 
situation, outstanding receivables from B1 (the remainder), C1, C2 were 
subsequently offset against the following;

B1: payable to J for purchase of 6 Hi Reversing Cold Rolling Mill of USD 15.3 
million.  Only USD 15.0 million (THB 513.2 million) of the amount was offset 
against the receivable from B1.  The remainder of USD 0.3 million was 
recorded as payable for purchase of machinery

C1: payable from C1 for purchase of coil box and cut to length line equipment
totalling USD 27.3 million (THB 917.0 million) 

C2:  receivable from GJS of USD 29.8 million (THB 992.2. million) as GJS is 
obligated to pay the amount to GSteel on behalf of C2 in order to offset with 
its amount payable to C2 for purchase of Galvanising line machinery.

− According to correspondences between GSteel and B1 and the offsetting 
documentation, we understand that GSteel requested B1 to make payments to J 
of USD 15.0 million on behalf of GSteel.  There is no formal written agreement 
from J to the offset, but we note that the payable confirmation provided by J 
notes a payable of USD 0.3 million.

− As at 31 December 2009, allowance for doubtful debts has been fully made for 
the outstanding receivables due from B1, C1 and C2.

2.3  Delivery of low quality scrap 

− Per lists of customers’ drivers and truck IDs received from the Company, we found that the 
drivers’ names and truck IDs of B1, C1 and C2 were the same.  

− These truck IDs are registered under the name of B7 which is classified as an “alliance” party 
of GSteel.

− Normally, customers who arrange their own transportation must sign a “Property and Material 
Gate Pass” when entering and leaving the plant.  In case of sales of low quality scrap, 
however, there were no Passes issued or delivery notes.

− The only goods received evidence in respect of such sales are signatures on shipment 
summary reports which were verbally confirmed by management to be the signatures of 
persons assigned by customers.

− Reviewing shipment summary reports on 10 and 20 November 2008, we found that on each 
day that shipments were made, each truck transported low quality scrap for two buyers and 
the highest number of trips per day for each truck was 16, with an average weight of 30 MT 
per trip per truck (refer to Appendix 12).  

− The Company has no goods receipt evidence or confirmations from B1, C1 or C2 which 
confirm the destination of goods deliveries to these customers due to their consideration of 
such information as confidential and thus not disclosing it within the confirmations provided. 

THB’000

Source: management information
---Receivable, net as at 31 Dec 09

(468,056)(10,324)(352,532)Less Allowance for bad debts
468,056 10,324 352,532 Receivable as at 31 Dec 09

(992,237)--Transfer to A/R - GJS
-(917,008)(513,166)Settlement with F/A
--(329,021)Payment by cash

1,460,293 927,332 1,194,719 Receivable as at 31 Dec 08
--(62,532)Payment by cash

1,460,293 927,332 1,257,251 Receivable as at 30 Nov 08
C2C1B1Customer name

Receivable for sales of low quality scrap
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Detailed procedure review
Low quality scrap and related machinery for debt offsetting (3)

Source: Low quality scrap's offsetting documentations

n/a 992,237 29,750 Total

n/a 992,237 33.35 29,750 IOO0811012 - 24A/R - C2 
offset against 
A/R – GJS

16/11/09GJS’s machineryC23
-917,008 27,34827,348 Total

17,925 
20/10/0904/10/0914,335 

-600,466 33.5017,925 IOD0811002 - 8C117/12/09Senior Dept. 
Manager

20/10/0910/07/093,590 Cut to length Line 
Equipment

-316,542 33.59 9,423 IOD0811008 - 11C117/12/09 Senior Dept. 
Manager 

14/10/09 04/10/099,423 Part Accessories 
for Upgrade 
Reheating Furnace 
(Coil box)

5-Feb-09C1
2

300 513,166 15,000 15,300 Total

170,958 34.195,000 IOD0811022 - 23B130/07/09 

300 342,208 34.2210,000 IOD0811019 - 22B126/06/09 Senior Dept. 
Manager

03/09/0922/08/0915,300 6 Hi Reversing Cold 
Rolling Mill 

27-Apr-09J1

Amount 
(USD'000)

Amount 
(THB'000)Ex. Rate

Offsetting 
amount 

(USD'000)Ref. invoice no.
Receivable 
from

Offset
Date

Recipient's 
name

Received 
date

Price 
USD'000Description

Contract 
date

Supplier 
name

Out. A/POffsetting transactionsWork Acceptance form

Import 
Date

Machinery purchase contracts

Settlement with machinery
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Detailed procedure review
Low quality scrap and related machinery for debt offsetting (4)

2.5 Machinery for debt offsetting

− Per our plant visit during 17 and 18 March 2010,  we found HSM improvement 
machinery acquired from C2 of USD 13.4 million awaiting for another debt offsetting. 

− The purchase agreement was made in November 2009. The machinery was shipped in 
December 2009 and arrived at the plant in early January 2010.  The procurement of the 
machinery was approved in the Board of Directors’ meeting dated 14 September 2009. 

− Visiting the plant on 17 March 2010, we observed existence of machinery acquired 
from B1, C1 and C2 as shown in the pictures below.

6 Hi Reversing Cold Rolling Mill 
(J)

Cut-to-length line equipment
(C1)

Coil box (C1)

HSM Improvement (C2)



© 2010 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss Cooperative. All rights reserved. Printed in Thailand. 18

Detailed procedure review
Deteriorated and soil contaminated raw materials (1)

Source: Stock movement report 2006 - 2008

865,354 37,363 426-(82,578)(3,568)(17,551)(758)965,057 41,689 Q509
2010

965,057 41,689 (48,042)(2,072)(133,306)(5,758)(81,471)(3,521)1,697,969 73,405 Q409

1,227,876 53,040 (31,357) (1,365) (78,171)   (3,377)   (159,106)   (6,872)   1,496,510 64,654 Q309

1,496,510 64,654 (13,639)(630)--(187,820)   (8,121)   1,697,969 73,405 Q209

1,697,969 73,405 1,080,598 43,740 ----617,371 29,665 Q109 
2009

617,371 29,665 516,087 21,165 --(7,376)(617)108,660 9,117 FY08
108,660 9,117 1,246 64 ----107,414 9,053 FY07
107,414 9,053 101,693 8,511 ----5,721 542 Aug - Dec 06

2006 - 2008

Amount 
(THB'000)

Qty (MT)
Amount 

(THB'000)
Qty (MT)

Amount 
(THB'000)

Qty (MT)
Amount 

(THB'000)
Qty (MT)

Amount 
(THB'000)

Qty (MT)

Ending BalanceAdjustMove outTransferBeginning Balance
Scrap with soil reconciliation

3.  Deteriorated and soil contaminated raw materials 

− According to management, there are several reasons why scrap had been 
contaminated by soil, including;

Corroding nature of steel raw material;

Deterioration caused by sea freight; and 

Storekeeping at the yard, which has a mainly dirt floor. 

− Findings based on our procedures regarding deteriorated and soil contaminated raw 
materials as setout in Appendix 5 are as follows; 

3.1  Transfer of scrap to scrap with soil 

− During the first quarter of 2009, scrap contaminated with soil increased significantly 
by 43,740 MT or 147.4% compared with the balance as at 31 December 2008.  
Approximately 35,000 MT of the total represents pig iron contaminated by rust and 
stones acquired from I1 and I5 during August and September 2008 (27,125 MT and 
31,500 MT, respectively).

− For transfer of scrap to scrap with soil, we found no scrap transferring evidence from 
O, the third party which is engaged to manage the scrap yard.

Scrap with soil of approximately 
29,740 MT increasing during 
August 2006 and December 
2008 mainly represented 
shredded and heavy old scraps 
acquired from overseas

The amount was mainly 
transferred from pig iron and 
acquired from I1 and I5 of 
5,593 MT and 29,916 MT, 
respectively

Scrap with soil of 9,135 MT was 
sold to K1 during September 
and November 2009 and 3,567 
MT was sold to K2 during 
January and February 2010.

These amounts were 
used in production.

I033-08-08 (from I1)
131,500 5,593 (162,443)(2,998) (435,727)   (18,534)   729,670 27,125 --2008

--(131,500)(5,593)----131,500 5,593 Q109 
I034-09-08 (from I5)

878,827 33,063 (199,873)11,886(277,548)   (10,323)   956,502 31,500 --2008
--(795,176)(29,916)(83,651) (3,147) --878,827 33,063 Q109 

Source: Stock movement report 2006 - 2008

Amount 
(THB'000)

Qty (MT)
Amount 

(THB'000)
Qty (MT)

Amount 
(THB'000)

Qty (MT)
Amount 

(THB'000)
Qty (MT)

Amount 
(THB'000)

Qty (MT)

Ending balanceAdjustTransferMove InBeginning balance

Movement – contaminated pig iron
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Detailed procedure review
Deteriorated and soil contaminated raw materials (2)

− The Company immediately discovered the contamination of rust and stones 
immediately after receiving the raw materials. However, the Company did not process 
to claim the material from I1 on time (45 days after vessel arrival).  Moreover, the 
Company could not claim the raw materials from I5 as further quality claims cannot be 
accepted by the supplier after their surveyor issues an inspection certificate. 

− Terms and conditions of the purchase contracts with I1 and I5 are summarized in 
Appendix 14.

− From FY09 onwards, the Company has not purchased pig iron from I1 or I5.  
According to the management, this is because the amounts due to these two 
suppliers have not yet been paid.

Source: Detail of pig iron transactions during 2006 - 2009.

1,908,981 122,277 5,039,244 275,384 5,360,064 426,770 2,067,819 170,624 Total

164,185 12,996 ------I8

--9,818 500 ----I7

--702,054 50,298 ----I6

--1,044,151 31,500 ----I5

49,511 4,249 --173,010 14,737 --I4

114,449 7,620 655,563 50,260 799,680 68,700 534,564 44,818 I3

1,570,115 96,628 685,969 30,700 1,207,792 103,720 916,702 73,567 I2

10,721 784 --271,673 22,514 185,343 15,030 G

--1,941,689 112,126 2,907,909 217,099 431,210 37,209 I1
AmountQty (MT)AmountQty (MT)AmountQty (MT)AmountQty (MT)THB'000

FY09FY08FY07FY06

Purchase of pig iron by supplier

− According to I1’s confirmation letter dated 23 March 2010, the amount due to I1 as 
at 31 December 2009 totaled USD 82.0 million.  However, total payable to I1 (the net 
balance of receivable from and payable to I1) in GSteel’s accounts amounted to only 
USD 76.5 million.

We are not provided with the reconciliation for the difference of USD 5.5 million. 

− We have not yet received confirmation letter from I5.

− As at 31 December 2009, the Company had fully provided (THB 965.1 million) 
against the inventories of soiled scrap (41,689 MT). 
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Detailed procedure review
Deteriorated and soil contaminated raw materials (3) 

11,12512,702Total

Sales of scrap with soilBidding

-

3817
-

-
-

-
7,308

Total 
(THB'000)

-

1,070
-

-
-

-
800

Unit Price 
(THB/MT)

-

3,567
-

-
-

-
9,135

Quantity (MT)

-

Jan – Feb10
-

-
-

-
Sep - Nov 09

Period

2,500 500 5,000 K53

5,000 1,070 5,000 K22
1,050 210 5,000 Scrap with soilK11

Bidding dated 6 January 2010
4,300 860 5,000 K44
6,000 1,200 5,000 K33

7,500 1,500 5,000 K22
14,000 2,800 5,000 Scrap with soilK11

Bidding dated 1 September 2009

Total 
(THB'000)

Unit Price 
(THB/MT)Quantity (MT)DescriptionBiddersNo.

Bidding of scrap with soil

Source: Comparison summary and quotations

3.2  Sales of scrap to scrap with soil 

− Due to liquidity problems, GSteel subsequently sold soiled scrap totaling 9,135 MT to K1 at THB 800/MT totaling THB 7.3 million.  Based on 
the first bidding dated 1 September 2009, K1 won the bidding with the highest price (THB 2,800/MT).  However, the latest executed price 
for the first bidding was THB 800/MT.  According to management, this was because the Company screened part of scrap out of the 
stockpile awaiting to be sold to K1, which resulted in a significant decrease in the volume of scrap in that pile.  As it was not what K1 initially 
agreed, K1 sent a correspondence dated 4 September 2009 to reduce the prescribed price to THB 800/MT (exclusive of VAT).  
Consequently, the Company accepted the price without re-opening bid.

− According to quotations for the second bidding dated 6 January 2010, K2 won the second bidding at THB 1,070/MT.  Total scrap with soil 
sold to K2 was 3,567 MT or THB 3.8 million (inclusive of VAT).

− The Company has received all payments from K1 and K2.  Details of sales and collection for scrap with soil are in Appendix 15 and 16.

− We visited the operating premises of K1, and found it to be a scrap trading company. 
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Detailed procedure review
Deteriorated and soil contaminated raw materials (4)

3.3  Store keeping and physical inventory in respect of scrap with soil 

− Per discussion with the Planning Department, the corroding nature of steel raw 
materials cannot be prevented as GSteel’s stock yard is an outdoor yard grounded in 
soil.  An indoor concrete yard could help to prevent scrap corrosion, but would 
require significant amounts of investment. 

− Annual physical inventory counts before 2009 were performed by L1 which issued a 
one page certificate for the inspection of each stockpile (quantity only). As such, the 
quantity of scrap contaminated by soil or impurity percentage were not mentioned in 
the certificates issued by the surveyor.

− However, percentage of impurity was considered in the annual physical inventory for 
2009 performed by L2.  Unlike the one page certificate of L1, L2 issued stockpile 
survey report containing details of stockpiles surveyed including type of scrap, 
inspection date, density, impurity, quantity and supporting pictures. 

− Based on the stockpile survey report dated 24-26 December 2009 from L2, the total 
measured quantity of scrap with soil (40,722 MT) is lower than the quantity in 
GSteel’s accounts (41,689.6 MT) by 967.6 MT (THB 22.4 million).  However, the 
different balance will have no impact on the financial statements as at 31 December 
2009 as this scrap was fully provided for.

3.4  Production yield

− The Company’s overall average production yield fell within a range of 80%-90%.

− In May 2009, the overall yield dropped to below 80% as GSteel purchased and used less 
pig iron and more shredded scrap in its production which subsequently led to decreases 
in raw material yield and the overall production yield. 

− The overall yield in September 2009 increased significantly to 96.4%. This was because 
GSteel produced HRC for GJS (by using 9,785 MT of G’s raw materials) due to GJS’s
production disruption. 
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Detailed procedure review
Purchase of expansion project machinery (1)

− Prior to 2004, two expansion project contracts valued at USD 7.6 million were 
executed, then subsequently approved by the Board of Directors in September 2004.   
The CEO at that time was granted authority by the Board for decision making and 
machinery procurement with a budget of USD 350 million.  This ex-CEO was 
subsequently appointed by the then-current managing director as the expansion 
project team leader.  

− As the value of total contracts executed under the expansion project exceeded the 
original budget during 2009, in December 2009, the Board of Directors re-ratified all 
additional payments for the expansion project. 

− There was no evidence of a cost/benefit evaluation of this capital expenditure being 
carried out and no formal suppliers’ selection process followed (other than for four 
contracts made recently).

− GSteel has entered into the contracts with suppliers who have relatively low 
registered capital, for example,

C1 is incorporated in Hong Kong with registered share capital of HKD 300.

C2 is incorporated in Singapore with registered share capital of SGD 1.  C2 also 
sold machinery to GJS and purchased low quality scrap from GSteel.

M1 is incorporated in Hong Kong with registered share capital of HKD 100. 

4. Purchase of expansion project machinery

GSteel’s payments under the expansion project relate to:

− Machinery to increase capacity and improve product quality for Hot Rolled Coil 
Production Line

− Machinery for Pickling & Oiling Line

− Machinery for Cut-to-length & Slitting Line and Shearing Line

− Machinery for 6Hi Cold Roll Mill

− Machinery for Skinpass Mill Production Line and

− Other, including civil work of buildings for production lines, power distribution and 
technical consultant fee.

Findings based on the performance of the procedures set out in Appendix 6 are as follows:

4.1 Purchasing contracts

Total contract value of the Expansion Project as at 31 December 2009 was USD 465.3 
million.  GSteel has made payments to suppliers totaling USD 325.5 million, of which USD 
116.2 million was recorded as advance payments and USD 209.3 million was recorded as 
construction in progress. 

543,416   209,822,653 209,822,653 139,302,113 116,178,081 255,480,194 Total

86,353   20,695,892   20,782,246   857,143   285,714 
1,142,857   

Others

-26,611,407 26,611,407 ---Skinpass Mill Production Line

300,000   48,400,00048,700,000
4,986,797  19,513,203   24,500,000 6 Hi Cold Roll Mill

-35,406,800 35,406,800 2,250,000   14,450,000   16,700,000              Cut-to-Length & Slitting Line & Shearing Line

157,063   43,793,56643,950,629 1,000,000  2,600,000   3,600,000 Pickling & Oiling Line

-34,371,571 34,371,571 130,208,17379,329,164 209,537,337 HRC Production

Outstanding  
Balance 

Payment to DateContract Value
Outstanding  

Balance 
Payment to DateContract Value

Construction in ProgressAdvance Payment
Expansion Project

USDSummary of Expansion Project Contract Value as at 31 December 2009

Source: GSteel Public Company Limited
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4.1 Purchasing contracts (continued)

Some machinery suppliers are related:

− C1 is related to M1 by having the same registered address in Hong Kong.

− M2 is related to J by having the same authorized director and sharing the same address 
in Japan.

− M8 is related to C2 by having the same authorized director. 

GSteel engaged M11 in June 2009 to perform the civil work related to cold rolled mill 
production line. This contract is worth THB 40.0 million with THB 10 million having been 
paid in advance.   We found that M11 is a subsidiary of B3 (55% held) and B3 is 20% held 
by the family of the Company’s Major Shareholder. 

Even though GSteel contracted M11 to perform civil works, GSteel purchased construction 
materials directly from several small construction material shops located in Bangkok, 
Chonburi, Chachengsoa, etc. 

4.2 Value of machinery and storage condition

Based on our review of the machinery assessment report, we note that the assessment 
value (under the depreciated replacement cost method) of expansion project machinery 
purchased were insignificantly different from the accounting value of such machinery as at 
31 December 2009.  

In 2006, C1 delivered a crane to GSteel and charged a purchase price of USD 2.7 million. 
We found an invoice from M7 to C1 attached with the Bill of Lading and Packing List for 
the same crane specification for USD 0.74 million.  We also found that in 2005, GSteel had 
purchased a crane directly from M7.  

During our plant visit on 17-18 March 2010, we found that some machinery parts have 
been installed into the production line.  For those not yet installed, the machinery parts 
were found to be stored in disorganised manner within the production line area and 
company yard. 

New management is currently performing a review of the Company’s fixed asset carrying 
values to assess whether any significant impairment may exist. 

4.3 Letters of Confirmation

We have received confirmation letters sent directly from C1, J, M2 and M3.

While the confirmation letter of M3 showed a total amount paid by GSteel of USD 41.52 
million, only USD 41.43 million was recorded in GSteel’s book.  The confirmation letter also 
showed supply contract payments of USD 40.8 million had been made and a further USD 
0.7 million had been paid on the coordination agreement. These amounts had been 
recorded in GSteel’s records as USD 41.0 million on the supply contract and USD 0.5 
million on the coordination contract.

Apart from the confirmation letter from M3, the outstanding balances stated in other 
confirmation letters received agree with the balances shown in the accounting records of 
GSteel. 

Detailed procedure review
Purchase of expansion project machinery (2)
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----1,851 1,851 1,851 1Construction in progressM8

-168 --952 1,120 1,120 1Construction in progressM7

5,961 ---771 771 6,733 2Advance paymentM6

10,923 ---1,476 1,47612,399 2Advance paymentM5

18,262---12,138 12,138 30,400 1Advance paymentM4

54,232 4,757 --36,67141,428 95,6603Advance paymentM3

-25,438 8,320 32,538 29,131 95,427 95,427 11Construction in progressM2

3,250 -5,000 10,230 1,820 17,050 20,3002Advance paymentM2

12,202 -28,288 -1,510 29,798 42,0002Advance paymentM1

3,000 3,200 23,400 19,800 2,000 48,400 48,700 3Construction in progressJ

-1,350 27,348 -4,050 32,74832,748 4Construction in progressC1

8,744 2,200 --7,121 9,271 18,0154Advance paymentC1

No document or 
partially receivedOffset TransactionsMoney to 

Third PartiesMoney to Suppliers

Outstanding 
Balance

Detail of Payment
Payment Made 

as at 
31 December 2009

Contract ValueNo. of 
ContractStatusMachinery 

Suppliers

USD’000Summary of machinery payment made to selected suppliers

Detailed procedure review
Purchase of expansion project machinery (3)

Source: GSteel Public Company Limited
Note:  “Advance payment” status represents the payment partially made under the contract, which  the purchased machinery have not yet been fully manufactured and delivered.  Once the machinery delivered, such paid payment will be transferred to “Construction in Progress”.

4.4 Payment 

During our fieldwork, although most of documents we requested were available for our 
review, Appendix 7 contains details of documentation requested for certain transactions 
which was not available to us. Appendix 17 and 18 contains details of all payments 
transactions made under the expansion project.

GSteel made payment to its machinery suppliers with cash (by money transfer or cheque 
issuance) and by offsetting machinery purchase obligations against trade receivables. 

GSteel has made cash payments directly to suppliers and to third parties.

GSteel has offset the payables under machinery supply contracts against suppliers’ and 
third parties’ outstanding receivables to GSteel.

When payment obligations were offset with third parties’ receivable balances, transaction 
evidence was provided in the form of letters issued from GSteel to those third parties 
agreeing to reduce the receivable balances and instructing them to make payment to the 
relevant suppliers, but without obtaining the acknowledgement from the third parties. 

Contracts valued at USD 50.8 million were entered into with C1. USD 27.3 million of the 
payment obligations from these contracts were offset against C1’s receivables from low 
quality scrap sales.

Based on our review of payments made under contracts with J, USD 2 million was paid 
directly to J while GSteel made several payment transactions to N1, a company 
incorporated in Hong Kong (USD 1.2 million) and N4, a company incorporated in Thailand 
(USD 18.6 million).
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4.4 Payment (continued)

GSteel also offset the payable to J with two third parties.

− Offset with the receivables from scrap sales of B1 of USD 15 million without formal 
acknowledgement from J.  However, the balance confirmation letter provided by J 
shows an implicit agreement to the offset, as the confirmed balance is provided after 
the offset has been applied. 

− Offset with deposit balances of N5 (USD 8.4 million) by requesting N5 to make 
payment directly to N1 (another third party) without agreement from N5.

Based on our review of payments made under contracts with M1, USD 1.5 million was 
paid directly by GSteel.  In addition, GSteel requested three counterparties to transfer 
deposits or prepayments made with GSteel to M1 (M9: USD 10.7 million, N6: USD 5.9 
million and I3: USD 11.6 million).  We note that there was no acknowledgement from those 
third parties.

Based on our review of payments made under contracts with M2, USD 31 million was paid 
to M2 and M10 (M2’s parent company), with the following amounts paid to third parties:

− N1, a company incorporated in Hong Kong: USD 32.9 million 

− N4, a company incorporated in Thailand: USD 5 million. 

− N2, a company incorporated in Thailand: USD 3.2 million. We visited N2’s registered 
address and found it to be a residential apartment

− N3, a company incorporated in Hong Kong: USD 1.7 million

There were also offset transactions which GSteel requested three third parties to perform 
by transferring deposits or prepayments to M2 and N1 (N7: USD 8.3 million, I3: USD 3.5 
million and N5: USD 1.5 million).  We note that there was no acknowledgement from those 
third parties.

Detailed procedure review
Purchase of expansion project machinery (4)
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Detailed Procedure Review 
Control effectiveness review

5. Control effectiveness review

In addition to the internal control-related issues noted previously, we found other weaknesses in the Company’s internal control framework as presented in Appendices 8-10 “Control 
Effectiveness Review”.
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Detailed procedure review
Other observations

6. Other observations from special audit

− In performing the audit of the financial statements as of 31 December 2009 the auditor did not receive confirmations from certain suppliers and customers of their outstanding 
balances due from or to the Company as of the year end date. During the course of the special audit, information was received indicating that GSteel omitted to consider joint and 
several guarantees given to a third party on behalf of suppliers when preparing their financial statements. GSteel is currently in the process of negotiating the amount of such 
guaranteed liabilities and will reflect them as appropriate in their financial statements for the first quarter of 2010. 

− Information has also been received from a supplier suggesting that amounts due to them are significantly understated in the Company’s accounting records. Further clarification has 
been requested from the supplier. Any adjustments that need to be made will be reflected in the financial statements for the first quarter of 2010
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Appendix 1 
Terms of reference

Agree upon procedures

Our work will be conducted by performing process analysis in order to identify key risks and the 
effectiveness of the corresponding controls. Set out below is our approach for this assignment:

Interview management to obtain critical business information within each selected business 
process;

Gather information in respect of the process, risks associated to activities, the current control 
activities and control weaknesses through meeting and interview with management and key 
personnel responsible for operations and activities at the process level, and reviewing relevant 
document; 

Conduct a walkthrough of the selected processes and perform sample testing of existing controls 
against supporting documents;

Identify control weakness and anomalies and develop recommendation for business improvement;

Concur findings and recommendations with the concerned personnel to get their response or 
action plans to implement the proposed recommendations; and

Report all findings and recommendations together with the response and/or proposed action plan 
of process owners to the senior executives.

Our detailed procedures

Compare item sale price, credit term on sales to the four companies with sales to other companies 
within a similar time period

Examine the location to which products are delivered and the means of transportation in comparison 
with other customers

Examine irregularity in the delivery order, such as inconsistency with the terms of past delivery orders, 
inconsistency relative to orders of other customers or inconsistency with industry practice 

Inspect for existence of the premises of the customer

Examine the source of payments received from customers

Summarise intercompany and related party loans 

Discuss with management the existence of other debt or debt-like items, including those held off-
balance sheet 

Examine past credit notes to compare the quantities of low quality raw materials against the 
quantities sold.

Confirm whether low quality raw materials are kept separately, and if so, review stock movement, 
period of sharp incline, causes and related documents. 

Examine the source of raw materials purchases against the destination of related payments.

Examine report of stock take from previous years whether there are any signs of low quality raw 
materials found. 

Examine the prescribed price of the low quality raw materials.

Examine irregularities of supporting documentation for sales of low quality raw materials 

Examine the origin of collections received

Examine supporting bank transfer document for the purchase of machinery from J

Examine the consistency of physical machinery with receipts, to the extent not covered by the 
independent appraiser.

Raw materials - Pig Iron (which is deteriorated and soil contaminated) 

Reconcile the quantity of soil-contaminated scrap between inventory movement report and sales to 
Lion Recycle Limited Partnership during 2009 and annual physical count report at year end 2009

Obtain the list of suppliers of pig iron and send confirmation for total purchase of pig iron with 
suppliers (or review purchasing documents).

Examine the list of payees for Pig Iron purchases

Examine the quantity from withdrawal records of Pig Iron with the production input report

Check monthly production yield and investigate the unusually low yield period

Verify for existence of bidding

Survey the operation premises of K1

Inquire about the store keeping process for preventing the Pig Iron from deterioration and test the 
compliance 

Examine the quality review report of Pig Iron

Sales to four (4) selected new customers (A1, A2, A3, and A4)

List of sales items with eight (8) alliances and related companies (B4, B5, B6, B7 and B8)

Compare item sale price, credit terms and sales conditions with sales made to other companies within 
a similar time period

Match collection received with invoiced amounts and products shipped

Examine the source of payments received from customers

Check consistency of documents and payments made to B8

Sales of unused degraded quality raw material (metal scrap) and purchase of machinery for debt 
offsetting in relation to three (3) companies (B1, C1 and C2)
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Appendix 1 
Terms of reference (continued)

Construction in Progress and Advance Payment

Request for supplier confirmation for machinery purchase 

Confirm balance confirmations from suppliers with respect to the receipt of cash advance and the 
extension on payment term 

Match the payment with received machinery and equipment

With respect to the scope of work detailed above, our work will consist primarily of review of Company 
accounting information provided by Company management, as well as inquiries, analysis and discussion with 
Company management.  We would like to highlight that our procedures cannot be regarded and are not 
intended to be comprehensive and exhaustive for all local laws and regulations applicable to the entities.  As 
our procedures are limited in nature, they should not be relied upon to reveal all weaknesses, errors or 
irregularities that may have occurred or which may continue to occur in the future.  The remedy of any control 
weakness identified, or implementation of recommendations made in our report, will be at GSteel’s 
discretion to pursue.

In the event that new issues are identified, we will discuss and agree with you any extended scope before 
performing any additional work.
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Appendix 2 
Principal sources of information

General information

Minutes of the Board of Directors (2006 – present)

SBB prices (2006 – present)/ access right to SBB

Bank account information

List of bank accounts (including name of bank, bank accounts no., purpose of use, and authorized 
signature)

Bank statements and pass books (2006 – present)

Process flows and procedures

Description or detail of process flow and control activities of sales and collections, raw materials 
procurement and management processes

Sales and collection

Summary of sales by customers (2006 – present) 

Documents in relation to the selected new customers’ evaluation and acceptance (e.g. company’s 
affidavit, Memorandum of association, and etc.)

Credit approval policy

A/R sub-ledger (2006 – present)

A/R Aging report (for year end 2006, 2007 and 2008, Q1, Q2, Q3 and Q4 2009 and as at latest available 
date)

Breakdown of accounts receivable and allowance for doubtful debts by customer (for year end 2006, 
2007 and 2008, and 2009

Details of all sales and collection transactions with the selected new customers, the alliances and the 
related parties

Details of freight and shipping transactions with B7 and B8 and related payments. 

Low quality scraps

Details of all sales and collection transactions in relation to the sales of low quality scraps with C1, C2 
and B1. 

Pricing and customer selection methods for sales of the low quality scraps

Details in relation to the offsetting between A/R and machineries including; 

Documents in relation to sales of the low quality scraps consisting of invoices, receive voucher, 
receipts and collection evidences etc. 

Stock movement report (2006 – present) 

Non-Conformity Report (2006 – present)

Inventory physical count report (2006 – present)

Appraisal reports from independent appraisers in relation to the machineries acquired from C1, C2 and J

Scrap with soil 

Details of Pig Iron purchase transactions in the past.  Information of each transaction should include;

Monthly production yield report (2006 – present)

Inventory physical count report (2006 – present)

List of Pig Iron suppliers

Summary of Pig Iron purchase volume and amount by supplier (2006 – present)

Monthly production input report (2006 – present)

Stock movement report (2006 – present)

Pricing and customer selection methods for sales of scrap with soil

List of bidders for sales of scrap with soil

Details of sales transactions – scrap with soil

Advance payments for machinery and equipment

Details of Advance payment transactions made to M&E suppliers 

MOU or confirmation letters from suppliers in respect of the extension of payment terms and receipt of 
machineries with details including suppliers’ contact person, contact date and response date

Construction in progress

List of machinery by project, contact amounts, amounts paid, outstanding amounts

Details of fixed assets purchase transactions containing the following information 

Appraisal reports from independent appraisers for the machineries 

Purchase agreements

Discussions with the management, principally 

Mr. Narongchai Assawapusitkul, Head of Accounting Department

Mr. Wuttichai Sresthabutra, Head of Office of CEO
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Appendix 3 
Special audit procedures – Sales to selected new customer alliances and related parties

Special audit procedure

Our procedures regarding sales to selected new customers alliances and related parties are as 
follows;
New selected customers

Our procedures regarding evaluation and acceptance of four selected new customers and 
the related credit approval procedures include; 
− Interviewed key personnel regarding evaluation and acceptance of the selected new 

customers 
− Reviewed customer master file
− Reviewed customer profiles from Business on Line (“BOL”) and other publicly available 

information sources  
− Interview key personnel regarding credit approval procedure for the selected new 

customers 
− Reviewed summary of credit limits and terms granted to the selected new customers 

and other customers
− Reviewed the selected new customers’ Financial Statements and related submission 

form sent to the Department of Business Development 
We reviewed supporting documentation for all sales to the selected new customers 
(totaling 336 transactions).  The documentation includes summary of sales by customers 
for FY06 to FY09, purchase orders from the customers, GSteel’s sales orders, sales 
confirmations, description of transportations, delivery notes, tax invoices/receipts, receive 
vouchers, copy of cheques, pay-in slips, and bank statements.
We also selected 44 transactions of sales to other customers and compared sales prices 
with prices given to the selected new customers.  HRC global market prices from SBB 
were also considered in the price comparison.  It is noted that SBB’s market prices were 
translated from USD into Thai Baht using average BOT’s exchange rate for each month.
We note management’s comments that comparing the Company’s selling price to the SBB
benchmark may have comparability limitations as delivery terms (transport, port of delivery, 
etc), product grade/quality differentials and the foreign currency exchange rate may be 
different for the Company’s sales and those which form the basis of the SBB benchmark.
We visited the selected new customers’ operating premises.

Alliances and related parties

We interview key personnel regarding credit approval procedure as well as revision of 
credit given to alliances and related parties.  We also reviewed credit limits and terms 
granted to the selected new customers compared with those of other customers

We selected 156 transactions (6 transactions for B3 and 25 transactions for other alliances 
and related parties) between 2006 and 2009 to review sales and collections transactions 
with the alliances and related parties.
We also selected 44 transactions of sales to other non-related parties to compare sales 
prices with prices given to alliances and related parties.  HRC global market prices from 
SBB were also considered in the price comparison.  It is noted that SBB’s market prices 
were translated from USD into Thai Baht using average BOT’s exchange rate for related 
month, quarter, and year. 
We note management’s comments that comparing the Company’s selling price to the SBB
benchmark may have comparability limitations as delivery terms (transport, port of delivery, 
etc), product grade/quality differentials and the foreign currency exchange rate may be 
different for the Company’s sales and those which form the basis of the SBB benchmark.
We interviewed key personnel regarding type of business transactions with B7 and B8 and 
compared freight expenses and customs clearance fees charged by B7 and B8, 
respectively, with other freight and shipping companies by reviewing related quotations.
We selected 50 transactions (25 transactions per each company) to review the consistency 
of documents and payments made to B7 and B8.
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Appendix 4 
Special audit procedures – Low quality scrap and related machinery for debt offsetting 

Special audit procedure

Our procedures regarding low quality scrap and related machinery for debt offseting are as 
follows;

Our procedures regarding sales of low quality scrap include; 
− Interviewed key personnel regarding the nature of low quality scrap,  reason for selling, 

customer selection and pricing method, as well as credit terms provided.  
− Reviewed sales contracts, invoices, and inventory movement reports
− Compared low quality scrap’s sales price with scrap market prices from SBB

Our procedures regarding delivery of low quality scrap include; 

− Interviewed key personnel regarding delivery method and procedure,  name of related 
transportation companies, and destinations of the deliveries.  

− Reviewed summary of shipment reports and lists of drivers and truck ID
− Obtained and reviewed confirmation letter received from the scrap buyers
Our procedures on collections of low quality scrap sales include; 
− Interviewed key personnel regarding the debt settlements.  
− Reviewed collection evidences including receive voucher, invoices, copy of cheque, 

pay-in slip, and receipt
− Reviewed debt offsetting evidences including debt settlement agreements/MOUs, 

receive vouchers, invoices as well as related machinery and equipment (M&E) purchase 
agreements, purchase invoices, bills of lading, packing lists, import declaration 
documentation, and work acceptance forms for such M&E.

− Obtained and reviewed accounts payable confirmation letter from J, M&E supplier

Our procedures regarding the existence of the M&E include; 
− Visited the plant and observed the existence of M&E 
− Interview key personnel regarding purchase of HMS improvement machine from C2, 

and reviewed purchase contract and minute of the Board of Directors’ meeting for the 
approval of such purchase

Our procedures regarding procurement, store keeping and detection of low quality scrap 
include; 
− Interviewed key personnel regarding procurement, store keeping and detection of low 

quality scrap. 
− Selected 60 purchase transactions of low quality scrap to review supporting 

documentation including invoices, payment vouchers, receipts, copy of cheques and 
pay-in slip

− Reviewed stock movement report, annual physical inventory reports and non-
conformity reports.
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Appendix 5 
Special audit procedures – Deteriorated and soil contaminated raw materials 

Special audit procedure

Our procedures regarding deteriorated and soil contaminated raw materials are as follows;

Our procedures regarding nature and procurement of low quality scrap include; 
− Interviewed key personnel regarding the nature of scrap with soil, stock receiving and 

keeping process as well as reason for sharp increase in scrap with soil.  
− Reviewed stock movement reports, a list of pig iron suppliers classified by purchase 

quantity and amount, annual physical inventory reports, production input report, and 
non-conformity reports

− Selected 32 purchase transactions of scraps subsequently transferred to scrap with soil 
to review supporting documentation including invoice, receiving slip, bill of lading, 
packing list, import declaration documentation, and debit advise from bank. 

− Obtained and reviewed supplier confirmation letters regarding amounts payable for 
purchases of pig iron

Our procedures regarding sales of scrap with soil include; 
− Interviewed key personnel reason for selling, customer selection, pricing and 

customers’ payment methods
− Reviewed supporting documentation of all scrap with soil sales transactions including 

invoice, delivery notes, receipt, copy of cheques and pay-in slips 
− Observed the existence of K1’s operation premise



© 2010 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss Cooperative. All rights reserved. Printed in Thailand. 36

Appendix 6 
Special audit procedures – Construction in progress and advance payment for the expansion project 

Special audit procedure

Our procedures regarding construction in progress and advance payment for the expansion 
project are as follows;

Our procedures regarding procurements of fixed assets for the Expansion Project include; 
− Interviewed key personnel regarding M&E procurement and related approval 

procedures, recording of advance payment and construction in progress (“CIP”), time 
lines and current status of the project

− Reviewed minutes of the Board of Directors’ meetings, details of contract value, 
payment amount to date and receipts of M&E for each contract

We requested for the confirmation letters from M&E suppliers with respect to the receipt 
of cash advance and the extension on payment terms 
We reviewed supporting documents regarding payments made for contracts under the 
Expansion Project.  These supporting documentation include journal vouchers, invoices, 
bills of lading, packing lists, import declaration documentation, work acceptance forms, 
payment vouchers, debit advises from banks and offsetting documentation. 
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Appendix 7
Summary of documents not received (1)

no credit notes providedn/aITD0808158B118

Sales to selected new customers

n/axxxxxDTD0803001A2154

n/axxxxxDTD0803002A2155

not receive some of receiving slipsn/axITD0807436A2252

xn/an/an/an/an/an/aPPV0706743B88

xn/an/an/an/an/an/aITD0909171B725

xn/an/an/an/an/an/aITD0805242B724

xn/an/an/an/an/an/aITD0601675B72
Freight and custom clearance expenses

no receive voucher and supporting doc.n/axITD0912166B596

n/axxITD0601900B253

n/axxITD0601820B252

no receive voucher and supporting doc.n/axITD0809039B117

Sales to alliances and related Parties

Remark
Payment 
Voucher

Receive 
Voucher

Sale Invoice
Description of 

Transportation
Sale 

Index
Sale 

Confirmation
Purchase 

Order
Ref. No.Customer NameNo.

List of non-received document
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Appendix 7
Summary of documents not received (2)

xxx$     5,000,000.00 $   16,700,000.00 Heavy Gauge Shearing Line
x$     1,407,800.00 $     1,407,800.00 Slitting Line_additional equipment
x$     7,820,000.00 $     7,820,000.00 Purchase for Slitting
x$       388,900.00 
x$       165,000.00 
x$        200,000.00 
x$        180,000.00 
xxx$     4,320,000.00 
x$        777,800.00 
x$        777,800.00 
x$     1,444,500.00 $    8,254,000.00 Purchase for Shearing

Cut to Length Project
xx$     1,340,000.00 
x$     2,000,000.00 
x$     2,500,000.00 $   43,400,000.00 Supply Contract for Pickling and Oiling Line with Acid 

Recovery Plant 

PO Line Project
x$          10,000.00 
x$         35,000.00 
xxxxx$          40,000.00 $         85,000.00 Supervision Fee
xxx$        240,000.00 
x$        120,000.00 
x$        120,000.00 
x$        480,000.00 $       960,000.00 Spare Work Roll Contract for Hot Skinpass Mill line
x$       866,000.00 
x$    2,598,000.00 
xx x x $    2,598,000.00 
x$       866,000.00 
x$     1,732,000.00 $    8,660,000.00 Upgrade Contract for Hot Skinpass Mill Line

$        105,000.00 Additional Equipment Contract for Hot Skinpass Mill 
Line

x$    1,580,000.00 
Additional Equipment Contract for Hot Skinpass Mill 
Line

x$     4,670,000.00 Finishing and Transfer Line Contract for Hot Skinpass 
Mill Line

Skinpass Mill Project

xxxx$        225,000.00 
xxxx$    8,075,000.00 
xxxx$     5,200,000.00 

xxxxx$    3,500,000.00 $   17,000,000.00 Ladle Heating Furnace and Aux
HRC Additional equipment 

Received 
MachineriesBank Receipt

Payment 
VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

M2
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Appendix 7
Summary of documents not received (3)

$   24,500,000.00 

$     17,500,000.00 

Contract Value

M1
Received 

Machineries
Bank Receipt

Payment 
Voucher

InvoiceJournal VoucherInstalmentContract Description

HSM Expansion Project
xx$    2,625,000.00 Revamping of Reheating Furnace
xx$    6,150,000.00 

6 Hi
xxxxBatch Anealing Furnace

xxxxx$            2,254.00 
xxxxx$       165,746.00 
x$        280,000.00 
x$        112,000.00 
x$        112,000.00 
x$        112,000.00 
x$        112,000.00 
x$        112,000.00 
x$        112,000.00 $     1,120,000.00 2 x 35 Tons Cranes for Skin Pass Mill Project

Skinpass Mill Project

Received 
MachineriesBank Receipt

Payment 
VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

M7

xxxx$       675,000.00 
xxxx$       675,000.00 $     2,700,000.00 1x80t crane New Roll shop
xxxx$    1,350,000.00 $     5,400,000.00 1x80t crane, 1x80t crane CCM
xxxx$        800,000.00 $     3,200,000.00 Water Treatment

xx$          50,000.00 $     9,000,000.00 De-dusting system

HSM Expansion Project

Received 
MachineriesBank Receipt

Payment 
VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

C1
xxx$  8,400,000.00 

xx$    562,500.00 $     9,400,000.00 Additional Equipment for 6 Hi Reversing Cold Rolling 
Mill

x$  5,000,000.00 $   24,000,000.00 The supply of 6 Hi Reversing Cold Rolling Mill

The supply of 6 Hi Reversing Cold Rolling Mill
Bank ReceiptPayment VoucherInvoiceJournal VoucherInstalmentAgreement and POContract ValueContract Description

J
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Appendix 7
Summary of documents not received (4)

No Bank receipt for USD 140,273.79 millionn/axx$   2,701,103.41 
n/ax$   2,701,103.41 
n/ax$   2,701,103.41 
n/axx$      260,000.00 
n/ax$   2,441,103.41 
n/ax$   2,701,103.41 
n/ax$   2,701,103.41 
n/ax$  1,590,103.41 
n/ax$   1,111,000.00 

n/ax$ 1,056,618.40 $ 87,130,000.00 Design manufacture and supply of plant 
machine with accessories

HSM Expansion Project
RemarkReceived MachineriesBank ReceiptPayment VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

M3

n/ax$1,851,315.87 Skin Pass Line Inspection Service
Skin Pass Line

Received MachineriesBank ReceiptPayment VoucherInvoiceJournal VoucherContract ValueContract Description

M8
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Appendix 7
Summary of documents not received (5)

n/ax$      184,500.00 

n/ax$      184,500.00 

n/ax$      184,500.00 

n/ax$      184,500.00 $  3,690,000.00 
Supply of design, drawings, manufacture 
and supply of HSM level 1 and 2 system

HSM Expansion Project
Received MachineriesBank ReceiptPayment VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

M5

n/ax$   1,300,500.00 
n/ax$   1,300,500.00 
n/ax$   1,300,500.00 
n/ax$   1,300,500.00 $  30,400,000.00 Design, Manufacture and supply of 

machinery

HSM Expansion Project

Received 
MachineriesBank Receipt

Payment 
VoucherInvoiceJournal VoucherInstalmentContract ValueContract Description

M4
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Appendix 8: Control effectiveness review
Sales and Delivery Process (1)

Credit term and credit limit are granted to        
customers without considering their ability to 
pay back debts.

The new established policy (credit limits not 
more than double the customers’ registered 
share capital) may not be appropriate to reflect 
customers’ capability of paying debts. Apart 
from registered share capital, the Company 
should also consider other factors (e.g. financial 
position, financial performance, financial ratios, 
and default history etc.) before granting credit 
to any customers.

In practice, GSteel does not request for financial 
statements from customers, only copy of 
Company Affidavit and VAT Registration 
Certificate are requested from customers.
Customers are accepted without considering 
customer’s financial position and background 
information.  This increases the possibility of 
making sales to uncreditworthy customers, 
thus increasing the likelihood of bad debts.

Comment on potential risks and control 
weaknesses

A detailed review has 
been made of all 
significant customers 
and credit terms and 
limits have been 
amended as 
appropriate.

All new customers are 
subject to a customer 
evaluation system 
based on an objective 
credit metrics system.

Changes being 
implemented

Credit Approval Policy 

Per discussion with management, in the past, there was no credit approval policy.  The Marketing 
Dept. considered credit limit and term to be provided based on sales volume and negotiation with 
customer. In addition, there was no authority limits for approval of credit limit and credit term.

The new credit approval policy was established in October 2009. According to the new policy, credit 
limit granted to existing and selected new customers is not more than double the customers’
registered share capital.

For specific cases, the Credit Approval Committee (including EVP, SVP, Head of Commercial 
Division, Head of Accounting Division and Head of Finance Division) has authority to approve credit 
limit exceeding the maximum credit limit according to the policy.

The Credit Approval Committee reviews appropriateness of credit limit and credit term semi-
annually.

Sales and Logistic Process

Customer Evaluation and Acceptance

Per discussion with management, in the past, there was no formal customer evaluation and 
acceptance process and the Marketing team inquired of customer reputation from sources of people 
in the steel business due to a limited number of buyers in the industry.

For customer selection procedures according to the Marketing Policy and Procedure established in 
October 2009, the marketing staff send the selected new customer Acceptance Sheet attached 
with Company Affidavit, VAT Registration Certificate and last two years financial statements to 
Management to evaluate and approve selected new customer, credit limit and credit term.

Process procedures

In the tables shown in Appendices 8, 9 and 10, we describe our observations from completing the Special Audit in the first column. The second column shows the potential control 
weaknesses which these observations suggest and the potential risks which may be created for the Company as a result of these weaknesses, whilst the third column shows the 
changes which new management has advised us they are currently implementing. As the scope of our agreed upon procedures does not cover any testing of these changes, we 
cannot comment on the actual exercise or appropriateness of these changes.
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Appendix 8: Control effectiveness review
Sales and Delivery Process (2)

A log has been started to 
record quotes issued, prices 
offered and whether sales 
have been made.

No formal authority limits set up for approval of 
exceptional price.

Price Setting Policy

Per discussion with management, in the past, there was no formal price setting policy due to 
the competition in the local steel market.

According to the price setting policy established in October 2009,  the Company classifies 
customers into three classes (A, B and C) based on monthly sales volume. The price 
according to monthly price list is used as base price for class A.  The prices given to class B 
and C customers will be lower than the base price by THB 0.20 and THB 0.40 per kilogram, 
respectively.

For exceptional case, special price may be given to customers by the approval of three out of 
five members of the Price Approval Committee (including EVP, SVP, Head of Commercial 
Division, Head of Accounting Division and Head of Finance Division).

-

GSteel does not review customer credit limits 
when accepting purchase order.  Therefore 
outstanding receivables from some customers 
are higher than the credit limits approved.  This 
subsequently leads to problem in respect of the 
debt collections. 

Comment on potential risks and control 
weaknesses

Internal audit has been 
instructed to check that 
recipients sign for all goods 
delivered.

Sales orders can only be 
processed after reference has 
been made to existing 
accounts receivable balances, 
sales in process and 
customer’s approved credit 
limit.

Changes being implemented

Delivery Process

Receiving “Master Loading and Shipping Instruction” from the Marketing Department, 
Logistics staff issues “Description of Transportation” and “Delivery Note”. The Delivery Note 
is sent with goods for  customer to sign as evidence of receiving.  Three copies of delivery 
notes are returned to Finance Department, Logistic Department and the transportation 
company, respectively.  The Finance Department will place Delivery Notes for billing to 
customers.

Upon the completion of goods delivery, the Marketing staff reviews Sale Index and send to 
Accounting Department. for issuing invoice and reducing stock from the system.

Sales Process

Order Acceptance

Upon receiving purchased order from customer, Marketing staff records the order into the 
system and prepares the following documents;

− Sales Requisition which will be authorised by the Co-CEO and sent to the Planning and 
Production Department to confirm pending order details.

− Sales Confirmation which will be authorised by Executive Vice President before sending 
to customer to confirm.   Copy or duplicate of signed confirmation is returned to the 
Marketing team for filing.

− Master Loading and Shipping Instruction which will be authorised by VP of Commercial 
and Warehouse manager and sent to Logistics Department.

Process procedures
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Appendix 8: Control effectiveness review
Sales and Delivery Process (3)

The goods may not be appropriately returned as 
there is no standard procedure to follow

For most of collections from the selected new 
customers alliances and related parties, we 
found no payment evidences attached with 
receive voucher (e.g. Pay-in Slip, copy of cheque 
and etc).

Without evidences (e.g. Pay-in Slip, copy of 
cheque and bank statement etc) , existence and 
accuracy of collections as well as original source 
of payment cannot be verified.  Payments are 
not matched to specific invoices.

Comment on potential risks and control 
weaknesses

Standard procedures have 
been formulated.

Internal audit has been 
instructed to check sufficient 
documentation exists to fully 
support cash receipts.

Changes being implemented

Collection

After the Finance staff receives a cheque or an evidence of money transfer to GSteel’s bank 
account, the accountant will send the original receipt to  customer and prepare Receive 
Voucher to record the collection.

Sales Process

Sales Return

There is no standard procedures or regulations for sales return. In addition, there are no 
authority limits set up for sales return.

Process procedures



© 2010 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss Cooperative. All rights reserved. Printed in Thailand. 45

Appendix 9: Control effectiveness review
Raw material procurement and management process (1)

-

-

Suppliers are selected 
without sufficient 
information particularly for 
oversea suppliers. To be 
able to select more reliable 
suppliers, the Company 
may need to consider 
suppliers’ background, 
capability of delivery and 
credentials in addition to 
just credit limit and terms 
and delivery terms. 

Comment on potential risks 
and control weaknesses

n/a

n/a

New policy has been formulated

Changes being implemented

Raw material purchasing process

The Purchasing Dept. plans for raw material procurement based on “Raw Material and Consumable 
Weekly Forecast”, “Yearly Production Plan”, “Updated Monthly Production Plan” and outstanding balance 
of inventory.

Receiving quotations from vendors, the Purchasing staff will compare prices, payment terms, and delivery 
dates.  In case of sole distributor, the staff will compare the information with previous trading transaction 
before issuing purchase order (“PO”), PO approved by VP, EVP and authorised persons assigned by 
CEO/Assistant CEO will be sent to suppliers.

Raw material procurement

Raw material receiving process

Scrap and pig iron (local)

Purchasing Dept. provides a list of PO to be received to the Warehouse Dept on a daily basis. Upon arrival 
of raw materials, Quality Control Dept. (“QC”) performs visual inspection to consider whether the 
contamination level of non-metallic materials is acceptable (e.g. soil and water) or whether the raw 
materials’ specification meets the standard requirements.

In case of unacceptable level of contamination, QC will reduce receiving weight as well as specify the 
reason in the weight ticket.  For domestic raw materials, cost of raw materials and related payable amount 
are calculated and recorded using the actual scrap receiving weight (which has already been reduced).

Then, Weight ticket, Weighing report, and delivery notes will be sent to the Warehouse Dept to record the 
receipt of raw materials into the system using raw material codes given by QC.  “Receiving Slip” will then 
be prepared by the Warehouse staff, attached with Weighing report and sent to Warehouse Supervisor and 
Manager to verify and approve , respectively, on a daily basis.

Supplier selection

For selection of new domestic suppliers, the Purchasing staff will request documents including Company’s 
Registration Certificate, VAT Certificate, and the Location’s map from suppliers.  In case of overseas 
suppliers, no information is requested.

After that the purchasing staff will prepare supplier evaluation sheet form and score each supplier in terms 
of quality, price, delivery, service and credit term.  In practice, it might not be possible to evaluate some 
conditions (e.g. quality, delivery, and service) of new suppliers.  In this case, the consultation with 
concerned Group Manager or upper level is required.  The evaluation form must be approved by VP and the 
Head of Commercial Division.

Evaluation of the existing suppliers will be conducted twice a year.  However, all information of those 
suppliers inactive more than one year will be removed from supplier master file.

Process procedures
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Appendix 9: Control effectiveness review
Raw material procurement and management process (2)

For receiving of import scrap and pig iron, QC does 
not perform quality inspection and only relies on 
certificate issued by a third party surveyor hired by 
the seller.  Per discussion with management, the 
Company never received detailed inspection data 
from these surveyors. 

Relying only on the surveyor certificate without 
conducting an inspection of the goods, GSteel might 
not detect the problem and process to claim from 
suppliers on time.

Upon arrival of raw materials, the Company may 
need to request for inspection detail to ensure that 
the inspection is really conducted.

There should be a formal criteria or process for 
deciding whether which stockpile should be 
screened or adjusted immediately to cost of 
production.

The Company discovered the contamination of rusts 
and stones right after receiving the raw materials. 
However, the Company did not process to claim the 
material from the supplier on time.  Moreover, the 
Company could not claim the raw materials from 
another supplier as quality claim cannot be done after 
the surveyor issues the inspection certificate.  
Therefore, the Company should establish a standard 
policy or procedures in order to prevent similar kind 
of  problems as well as review purchase agreements 
prudentially.

Comment on potential risks and control weaknesses

Material being inspected 
on receipt and log 
prepared by supplier 
detailing quality when 
actually used.

Changes being 
implemented

Raw material procurement

Raw material receiving process

Scrap and pig iron (import)

For non-consignment raw materials:

Logistic Department will send a list of imported raw materials to be received to the 
Warehouse Department.  Raw materials’ quality (impurity) and quantity will be inspected and 
certified by a third party surveyor hired by the seller at the port agreed in the sales and 
purchase contract (normally at the loading port).  The tolerant rate of impurity accepted by the 
Company is not more than 0.5% - 0.75% depending on each contract.  

Upon arrival of scrap, QC staff inspects supplier certificate (Surveyor’s inspection certificate) 
before unloading scrap to the yard and performing outbound weight checking to get the net 
weight. Warehouse staff will record receipt of raw materials upon daily delivery of raw 
materials at the factory using material codes given by QC Dept. 

After receiving the whole shipment, variance between the weight at the discharge port and at 
the factory will be determined.  If the variance is over 80 Kgs, the surveyor needs to 
investigate the root cause of such variance.  However, if the variance is less than 80 Kgs, 
Warehouse staff will prepare “Lot End Report” to summarise weight gain or loss (by 
comparing the actual weight received with the weight in Bill of Lading) and send the report to 
Warehouse Manager for approval.  The QC department decides whether to screen the scrap 
contaminated by soil. If necessary, the Warehouse department prepares an adjustment slip to 
amend production costs, immediately after the goods are received and screened.

For consignment raw materials:

In order to control quantity of consignment scrap, the Warehouse staff will record quantity 
received into the location “WH 35” in the system.  These scraps are not yet considered as 
the Company’s inventory until they are released to the Company’s production line.  Weight 
variance for these consignment materials will also be adjusted to production cost upon the 
final release of the pile to GSteel’s production line.

The cost adjustment commenced in August 2006 onwards, variances occurred before August 
2006 were recorded as inventory and never removed or adjusted (scrap with soil).

Notes:  QC Dept will perform chemical composition analysis by selecting a sample from each 
stockpile to test chemical property after receiving of scrap.   Chemical composition will be 
recorded and subsequently used by the Planning Dept for planning of raw material 
consumption.

Process procedures
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Appendix 9: Control effectiveness review
Raw material procurement and management process (3)

The reconciliation between report from O and 
Daily Scrap Charging Report should be formally 
prepared and approved by authorised persons as 
well as attached with transfer slip to be able to 
verify the accuracy of the scrap transfer.

Planning Dept. has no documentation to control 
and distinguish such unusable scrap.  Normally, 
theh Planning Dept Manager will memorise all 
low quality stockpiles and avoid using them.  
Thus, failure arisen from human error may 
incurred.

Even through, GSteel has Non-Conformity 
Report (“NCR”) which is used for reporting 
problems from the production (including 
problems from using raw materials), however, 
we found that NCR is not usually prepared 
especially for problems in respect of low quality 
scrap.

For scrap and pig iron, there is no specific report 
(e.g. stock aging report) for monitoring and 
managing of non-moving and obsolete stocks.

Moreover,  no immediate action is taken to 
manage those unusable scraps resulting in 
corrosion and a decrease in value of the scraps.

The indoor concrete yard can prevent the 
corrosion of scrap, however, it requires a 
significant amount of investment. 

Comment on potential risks and control 
weaknesses

Daily scrap charging report being 
reconciled and approved.

Ageing report being prepared on goods 
received note and materials code, and 
being reviewed by management.

Changes being implemented

Stock transferring process

Scrap and pig iron (local and import)

O will select scrap to be consumed in the production based on menu received from 
the Planning Dept.  Per discussion with the Planning Dept Manager,  scrap without 
conditions (e.g. local scrap and non-consignment scrap) tend to be utilised on the 
First in, First out basis.  The use of consignment scrap, however, will be planned to 
optimise production cost, time, quality and finance.

Warehouse staff prints “Daily scrap charging report” from Level 2 system and 
prepares transfer slip.  The transfer slip attached with “Daily scrap charging report”
will be send to Warehouse supervisor and manager to verify and approve, 
respectively.  Warehouse staff also reconciles “Daily scrap charging report” from 
Level 2 System with the report from O.  However, the report from O is not attached 
with transfer slip or filed.

At the end of each month, Warehouse staff prepares Issue slip and attached with 
scrap charging report from level 2 system and sends to the Accounting Dept to 
record cost of raw material consumption.

Raw material management

Store keeping process

Scrap and pig iron (local and import)

Both consignment and non-consignment scraps are piled in the scrap yard located in 
GSteel’s factory area.  The scrap yard is managed and controlled by O, a third party.

Domestic scraps are piled by type (cannot distinguished by source).  Similar type of 
domestic scrap shares the same material code.  However, scraps may be piled 
separately from its own type when they are from unknown and unreliable sources or 
when GSteel previously experienced production problem using raw material from 
such source.

Import scraps are stored in the yard by shipment.  Each shipment has specific 
material code. 

Warehouse Dept will review stock movement report and will inspect the non-
movement scrap with O on a monthly basis.  Physical count of inventory is 
performed annually by external surveyor.

Process procedures
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Appendix 9: Control effectiveness review
Raw material procurement and management process (4)

A lack of buyer evaluation and selection 
procedures may subsequently lead to 
uncollectible debts.

Per our review, there are delivery notes 
and Property and Material Gate Pass for 
some scrap sales. For sales of low 
quality scrap, however, none of both 
delivery note and Property and Material 
Gate pass existed.  Due to a lack of the 
documentation, goods delivery to 
customers could not be proved.

Comment on potential risks and control 
weaknesses

Refer to “Customer Evaluation and 
Acceptance”

Changes being implemented

Sales of raw material

Scrap and pig iron (local and import)

Sales of raw materials are responsible by the Purchasing Department.  Since sale of raw 
materials is not in the normal course of business, the Company has no standard evaluation 
and selection procedures for raw material buyers.  There is also no specific credit approval 
policy regarding sales of raw materials.

For sales of scrap, Warehouse Dept. will received sales information e.g. type of scrap, 
quantity to be sold, Name of truck drivers, and Truck ID from Logistic Dept.  When 
customer’s trucks arrive Warehouse staff will check consistency of actual Truck ID with the 
list received from Logistic Dept.  Warehouse staff signs on “Weight tickets”,  while person 
assigned by customers signs on “Shipment Summary Report” to confirm total goods 
receiving on each day.

Upon receiving daily “Internal” report from O showing total scrap transferred out,  
Warehouse Dept. will transfer raw material location from WH30 (raw materials to be used in 
the production) to WH40 (raw material awaiting to be sold).  After loading the whole lot, 
Warehouse staff will inform Commercial Dept. to issue sales orders and sales information will 
automatically link to Finance Dept to record or post the sales transactions, issue tax invoice 
and reduce stock at the same time.

Raw material management

Process procedures
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Appendix 10: Control effectiveness review
Fixed asset procurement and management process 

Without standard procedures for 
receiving and recording of fixed assets,  
the Company may not record and 
depreciate its fixed assets appropriately.  
In addition, no standard procedure in 
following up the supplier on progress of 
machinery production may cause the 
delay in completion of production line or 
the recoverable value of advance 
payment.
Due to a lack of Fixed Asset Register, 
the accountant may not effectively 
control fixed assets or CIP.

Without the standard procedures (e.g. 
comparison of price or product 
specification), supplier, purchase price 
as well as the assets acquired may not 
be appropriate.
GSteel should do the survey or analyse
the benefit or cost of using trading 
companies versus manufacturers.
Even though the expansion project was 
approved in overall, every purchase of 
assets for any sub-projects should be 
requested and approved.    

Comment on potential risks and control 
weaknesses

Procedures are being formulated.

All purchases of equipment are subject 
to a bidding process and Board of 
Director approval.

Changes being implemented

Equipment receiving and Recording

Upon receiving of M&E,  staff of the expansion team will prepare Work Acceptance Form and 
sends the form to the Head of Division to approve.   In practice, the expansion team does not 
prepare “Work Acceptance Form” immediately upon arrival of M&E and also not inform the 
Accounting Department to record the fixed assets.  Also, in case of making the advance 
payment, there is no standard procedure to follow up with the suppliers on progress of 
machinery production.

The Accounting staff generally records CIP when the payment is made to supplier by not 
considering whether the M&E has already been received or not.

Since there is a lack of communication between the Accounting Department (at the Bangkok 
office) and the Expansion team (at the plant), some fixed assets that have already been used 
are still recorded as CIP and not depreciated.

There is also no Fixed Asset Register for the expansion project.

Machinery Procurement for the Expansion Project

Supplier Selection

For procurement of machinery and equipment for both the existing production line and the 
expansion project,  there is no standard procedures or regulations for supplier selection.

Generally, the expansion team led by the Co-CEO considers and selects suppliers based on 
their reputations in the steel making industry or connection between the suppliers and the 
expansion team members.

The comparison of price and terms of proposal were conducted with the same number of 
suppliers who are the trading companies without comparing with price or terms offered by 
the manufacturer.

Process procedures
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Appendix 11
Low quality scrap – sales contracts

Source: Low quality scrap sales contracts

Buyer to arrange the 
transportation by 
themselves within 
November 2008

180 days after 
completed 

delivery date

1,386,250,000.00 Total quantity =  109,500 MT +/-10% (No 
VAT)
Steel Scrap - Bundles: 50,000 MT THB 
11,800 per MT
Steel Scrap - Clippings: 30,000 MT THB 
11,900 per MT
Steel Scrap - Heavy old: 11,500 MT THB 
4,500 per MT
Steel Scrap - Shredded: 10,000 MT THB 
11,900 per MT
Pig Iron: 15,000 MT THB 17,900 per MT

30-Oct-08GSteel
Previous CEO and 
Director

C2

Buyer to arrange the 
transportation by 
themselves within 
November 2008

180 days after 
completed 

delivery date

873,750,000.00 Steel scrap - Bundle 75,000 MT +/- 10% 
(THB 11,650 per MT) - No VAT

30-Oct-08GSteel
Previous CEO and 
Director

C1

Buyer to arrange the 
transportation by 
themselves within 
November 2008

180 days after 
completed 

delivery date

1,257,250,000.00 Steel scrap - Bundle 100,000 MT +/- 5% 
(THB 11,750 per MT)

29-Oct-08GSteel
Previous CEO and 
Director

B1

Other conditionPayment term
Contract price 

(included VAT)Description
Contract 

dateAuthorised signatureCompany

Sale contracts - Low quality scrap
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Appendix 12
Low quality scrap – shipment summary

1
1
3
4
5
4
2
4
6
3
4
4
4
5
2
3
3
3
3
3
3
3
3
4
4
4
4
4
4
4
4
4
3
3
4
3
4
5

C1

Source: Shipment summary reports

1-51470-1812
1----70-0211
85145970-0068
84145970-0216
94145970-0681
84135870-0711
7522-70-1813

106135870-1817
126156970-3150

74145970-3190
84145970-3584
84145970-3954
95145970-2845

105145970-0620
64145981-8525
74145981-8343
74156981-6478
74156981-5570
74156970-6665
74156970-4414
74145970-3929
74145970-3837
74156970-3543
84156970-3217
95156970-3199
95145970-3124
95135870-0170
95145970-0198
95145970-0709
95135870-0717
95156970-0809
95156970-0840
85145970-1110
96145970-1418
95145970-1693
85145970-1707
95146870-1786

127167970-1811
TotalC2TotalC2B1Truck ID

20/11/2008 (Trips per day)10/11/2008 (Trips per day)
Low quality scrap – shipment summary
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Appendix 13
Low quality scrap – Cash received from B1

Source: Received voucher, Pay-In Slip and Copy of Cheque.

329,029
0032877818unknownunknownunknownunknown10,000IOD081102524-Dec-09VP,VPRRV090099118
0032877818unknownunknown10,000409256110,000IOD081102523-Dec-09VP,VPRRV090098617
0032877818unknownunknown13,516409261713,516IOD0811024-251-Dec-09VP,VPRRV090092216
0032877818unknownunknown37,889409258837,889IOD081102423-Nov-09VP,VPRRV090089015
0032877818unknownunknown37,238409268318,893IOD081102416-Nov-09VP,VPRRV090087414
0032877818unknownunknown30,254184201830,254IOD081102411-Nov-09VP,VPRRV090086213
0032877818unknownunknown13,808268044412,707IOD081102430-Sep-09VP,VPRRV090071412
0032877818unknownunknownunknown268042222,263IOD0811023-2411-Sep-09VP,VPRRV090064211
0032877818unknownunknown13,300152194113,300IOD08110238-Sep-09VP,VPRRV090062610
0032877818unknownunknownunknownunknown1,000IOD08110233-Sep-09VP,VPRRV09006199

unknown1521911
0032877818unknownunknownunknown060734712,450IOD081101927-May-09VP,VPRRV09003448
0032877818unknownunknownunknown1521882-37,300IOD081101921-May-09VP,VPRRV09003267
0032877818unknownunknownunknown15218637,750IOD081101915-May-09VP,VPRRV09003066
0032877818unknownunknownunknown0607266330IOD08110197-May-09VP,VPRRV09002855

unknown0607259
0032877818unknownunknownunknown060722123,000IOD081101924-Apr-09VP,VPRRV09002434
0032877818unknownunknownunknown655588462,298IOD0811018-1910-Feb-09VP,VPRRV09000913

5006555856
0032877818unknownunknown32,000655582632,500IOD08110183-Feb-09VP,VPRRV09000812
0032877818unknownunknownunknown655581013,579IOD081101823-Jan-09VP,VPRRV09000421

2009
62,533

0032877818unknownunknown2,80065557622,800IOD081101824-Dec-08VP,VPRRV08014396
0032877818unknownunknown33,1006555717
0032877818knownB15,400655574611,299IOD081101823-Dec-08n/aRRV08014335

9,6846555731
3,6486555730

0032877818unknownunknown4,352525667717,684IOD081101819-Dec-08VP,VPRRV08014294
0032877818unknownunknownunknown655573819,000IOD081101816-Dec-08VP,VPRRV08014223
0032877818unknownunknown9,75065557169,750IOD081101812-Dec-08VP,VPRRV08014182
0032877818unknownunknown2,00065556822,000IOD081101812-Sep-08VP,VPRRV08056301

2008
Position

G steel's bank 
account

Payee's bank 
account no.Name of payee

Cheque amount 
(THB'000)Cheque no.

Amount 
(THB'000)Ref. Invoice no.Collection Date

Authorised 
person

Received 
Voucher No.No.

Cash received from B1
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Appendix 14
Purchase agreements – pig iron

Source: Purchase contracts - pig iron

- Tolerance of plus minus 0.5 percent 
on total quantity and total value 
allowed

- Quality claim: as per inspection 
certificate issued by loadport 
independent inspection agency 
appointed by seller to be final

Within 120 days from 
the date of bill of lading

USD 26.55 million Basic Pig Iron of 30,000 MT +/-5% @ USD 
885.0/MT

15-Jul-08I5

- 0.5% franchise against B/L weight is 
allowed to cover shortage, excess 
weight, and impurities for Pig Iron.

- Buyer has the right to lodge the 
claim to be supported by inspector 
certificate issued by agreed 
independent surveyor at discharge 
port within 45 days after vessel arrival.

Within 120 days from 
the date of bill of lading

USD 20.4 million Basic Pig Iron of 30,000 MT +/-10% @ USD 
680.0/MT

5-Aug-08I1
Other conditionPayment term

Contract price 
(included VAT)DescriptionContract dateCompany

Purchase contracts - Pig Iron
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Appendix 15
Sales of scrap with soil – K1 (1)

Source: Sales of scrap with soil summary and sales invoice

237 263276412/10/09237 747.66 296.01 Quarantined Heavy Old Soil ScrapIOD091000912/10/09K112/10/0921

212 97636329/10/09212 747.66 264.78 Quarantined Heavy Old Soil ScrapIOD091000709/10/09K109/10/0920

289 26327618/10/09289 747.66 360.70 Quarantined Heavy Old Soil ScrapIOD091000608/10/09K108/10/0919

121 26327607/10/09121 747.66 151.85 Quarantined Heavy Old Soil ScrapIOD091000507/10/09K107/10/0918

215 26327586/10/09215 747.66 268.17 Quarantined Heavy Old Soil ScrapIOD091000406/10/09K106/10/0917

118 26327555/10/09118 747.66 147.54 Quarantined Heavy Old Soil ScrapIOD091000305/10/09K105/10/0916

202 26327512/10/09202 747.66 253.06 Quarantined Heavy Old Soil ScrapIOD091000202/10/09K102/10/0915

184 26327481/10/09184 747.66 230.49 Quarantined Heavy Old Soil ScrapIOD091000101/10/09K101/10/0914
October

2,701 2,701 3,377 

228 263274630/09/09 228 747.66 284.90 Quarantined Heavy Old Soil ScrapIOD090905230/09/09K130/09/0913

355 263274329/09/09 355 747.66 443.96 Quarantined Heavy Old Soil ScrapIOD090904729/09/09K129/09/0912

103 263274028/09/09 103 747.66 128.63 Quarantined Heavy Old Soil ScrapIOD090904628/09/09K128/09/0911

270 263273825/09/09 270 747.66 337.64 Quarantined Heavy Old Soil ScrapIOD090904525/09/09K125/09/0910

189 263273724/09/09 188 747.66 235.72 Quarantined Heavy Old Soil ScrapIOD090904224/09/09K124/09/099

207 263273423/09/09 207 747.66 259.22 Quarantined Heavy Old Soil ScrapIOD090903223/09/09K123/09/098

228 263273222/09/09 228 747.66 285.56 Quarantined Heavy Old Soil ScrapIOD090902622/09/09K122/09/097

249 263272921/09/09 254 747.66 316.98 Quarantined Heavy Old Soil ScrapIOD090902521/09/09K121/09/096

213 263272518/09/09 209 747.66 261.11 Quarantined Heavy Old Soil ScrapIOD090902418/09/09K118/09/095

211 263272417/09/09 211 747.66 263.38 Quarantined Heavy Old Soil ScrapIOD090902317/09/09K117/09/094

48 263272316/09/09 107 747.66 133.93 Quarantined Heavy Old Soil ScrapIOD090902216/09/09K116/09/093

200 3716315/09/09 168 747.66 209.70 Quarantined Heavy Old Soil ScrapIOD090002115/09/09K115/09/092

200 429297314/09/09 173 747.66 216.01 Quarantined Heavy Old Soil ScrapIOD090901914/09/09K114/09/091
September

No.Date
Amount

(THB'000)
ChequeAmount included 

VAT (THB'000)
Unit 

price 
Quantity 

(MTs)Product descriptionInvoice No.Date

PaymentInvoice

Client NameDateNo.

Sales of Scrap with Soil – K1
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Appendix 15
Sales of scrap with soil – K1 (2)

Source: Sales of scrap with soil summary and sales invoice

7,308 7,308 9,135 
711 711 888 

60 263278804/11/0960 747.66 75.08 Quarantined Heavy Old Soil ScrapIOD091100404/11/09K104/11/0938

301 263278503/11/09301 747.66 375.65 Quarantined Heavy Old Soil ScrapIOD091100303/11/09K103/11/0937

350 263278502/11/09350 747.66 437.53 Quarantined Heavy Old Soil ScrapIOD091100102/11/09K102/11/0936
November

3,896 3,896 4,870 

126 263278130/10/09 126 747.66 159.26 Quarantined Heavy Old Soil ScrapIOD091003530/10/09K130/10/0934

111 263278029/10/09 111 747.66 138.58 Quarantined Heavy Old Soil ScrapIOD091003329/10/09K129/10/0933

179 263277928/10/09 179 747.66 223.27 Quarantined Heavy Old Soil ScrapIOD091003028/10/09K128/10/0932

247 263277827/10/09 247 747.66 308.16 Quarantined Heavy Old Soil ScrapIOD091002827/10/09K127/10/0931

260 263277726/10/09 260 747.66 324.51 Quarantined Heavy Old Soil ScrapIOD091002726/10/09K126/10/0930

250 263277622/10/09 250 747.66 312.68 Quarantined Heavy Old Soil ScrapIOD091002622/10/09K122/10/0929

270 263277521/10/09 270 747.66 337.10 Quarantined Heavy Old Soil ScrapIOD091002521/10/09K121/10/0928

286 263277320/10/09 286 747.66 357.12 Quarantined Heavy Old Soil ScrapIOD091002420/10/09K120/10/0927

239 263277219/10/09 239 747.66 299.20 Quarantined Heavy Old Soil ScrapIOD091002119/10/09K119/10/0926

60 263277016/10/0960 747.66 75.39 Quarantined Heavy Old Soil ScrapIOD091002016/10/09K116/10/0925

84 263276815/10/09 84 747.66 105.02 Quarantined Heavy Old Soil ScrapIOD091001915/10/09K115/10/0924

80 263276614/10/09 80 747.66 99.52 Quarantined Heavy Old Soil ScrapIOD091001814/10/09K114/10/0923

126 263276613/10/09 126 747.66 157.77 Quarantined Heavy Old Soil ScrapIOD091001013/10/09K113/10/0922

No.Date
Amount

(THB'000)

ChequeAmount included 
VAT (THB'000)

Unit 
price 

Quantity 
(MTs)Product descriptionInvoice No.Date

PaymentInvoice

Client NameDateNo.

Sales of Scrap with Soil – K1 (continued)
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Appendix 16
Sales of scrap with soil – K2

Source: Sales of scrap with soil summary, sales invoice, and delivery orders

3,817 3,568 Grand total

1,450 1,355 Total

9/02/10ODH10000289/02/10IOD10020089/02/1080 1 75 Quarantined Heavy Old Soil Scrap19

8/02/10ODH10000278/02/10IOD10020068/02/10147 1 137 Quarantined Heavy Old Soil Scrap18

5/02/10ODH10000255/02/10IOD10020055/02/10278 1 260 Quarantined Heavy Old Soil Scrap17

4/02/10ODH10000244/02/10IOD10020044/02/10241 1 225 Quarantined Heavy Old Soil Scrap16

3/02/10ODH10000233/02/10IOD10020033/02/10248 1 232 Quarantined Heavy Old Soil Scrap15

2/02/10ODH10000222/02/10IOD10020022/02/10239 1 223 Quarantined Heavy Old Soil Scrap14

1/02/10ODH10000211/02/10IOD10020011/02/10217 1 203 Quarantined Heavy Old Soil Scrap13

February

2,367 2,213 Total

29/01/10ODH100001529/01/10IOD100103229/01/10133 1 124 Quarantined Heavy Old Soil Scrap12

28/01/10ODH100001328/01/10IOD100103028/01/10104 1 97 Quarantined Heavy Old Soil Scrap11

27/01/10ODH100001227/01/10IOD100102927/01/10205 1 192 Quarantined Heavy Old Soil Scrap10

26/01/10ODH100001126/01/10IOD100102826/01/10361 1 338 Quarantined Heavy Old Soil Scrap9

25/01/10ODH100001025/01/10IOD100102625/01/10258 1 241 Quarantined Heavy Old Soil Scrap8

22/01/10ODH100000922/01/10IOD100102322/01/10195 1 182 Quarantined Heavy Old Soil Scrap7

21/01/10ODH100000821/01/10IOD100101321/01/10139 1 130 Quarantined Heavy Old Soil Scrap6

20/01/10ODH100000720/01/10IOD100101220/01/1098 1 92 Quarantined Heavy Old Soil Scrap5

19/01/10ODH100000619/01/10IOD100101019/01/10316 1 295 Quarantined Heavy Old Soil Scrap4

18/01/10ODH100000518/01/10IOD100100718/01/10189 1 177 Quarantined Heavy Old Soil Scrap3

15/01/10ODH100000415/01/10IOD100100615/01/10208 1 194 Quarantined Heavy Old Soil Scrap2

14/01/10ODH100000214/01/10IOD100100414/01/10161 1 151 Quarantined Heavy Old Soil Scrap1
January

NoDateNo.Date
Amount inc VAT 

(THB'000)
Unit cost 

(THB'000/MT)Quantity (MT)Item
No.

Goods 
Received Date

Sales orderInvoice

Sales of scrap with soil – K2



© 2010 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss Cooperative. All rights reserved. Printed in Thailand. 57

Appendix 17
List of expansion project contract – Advance payment (1)

Contract Payment as at Outstanding No document
Date Curr Value 31-Dec-09 Payment Paid to Others Offset or partially 

received

HSK Project THB USD USD USD USD

1 M3 Design manufacture and 
supply of plant machine with 
accessories

17-Jul-07 USD 87,130,000          41,427,736          45,702,264          -                    36,670,880       -                      -                   4,756,856        

2 M3 SUPERVISION PLUS 
TRAINING AGREEMENT

17-Jul-07 USD 6,070,000            -                        6,070,000            -                    -                      -                      -                   -                     

3 M3 COORDINATION 
AGREEMENT

17-Jul-07 USD 2,460,000            -                        2,460,000            -                    -                      -                      -                   -                     

4 M4 Design manufacture and 
supply of plant machine with 
accessories

18-Dec-07 USD 30,400,000          12,138,000          18,262,000          -                    12,138,000        -                      -                   -                     

5 M5 Supply of design, derawings, 
manufacture and supply of 
HSM level 1 and 2 system

10-Jan-08 USD 3,690,000           1,476,000            2,214,000            -                    1,476,000           -                      -                   -                     

6 M5 Supervision service for 
installation, testing

10-Jan-08 JPY 92,400,000          -                        92,400,000          -                    -                      -                      -                   -                     

7 M6 Supply of design, drawings, 
manufacture and supply 
plant machine 

18-Feb-08 THB 180,000,000        27,000,000           153,000,000        27,000,000       -                      -                      -                   -                     

8 M6 Supervision service for civil 
works 

18-Feb-08 THB 55,640,000         -                        55,640,000         -                    -                      -                      -                   -                     

9 C1 1x80t crane 18-May-06 USD 2,700,000            2,025,000            675,000               -                    675,000             -                      -                   1,350,000         

10 C1 Water treatment 28-Jun-06 USD 3,200,000            2,400,000             800,000               -                    1,600,000           -                      -                   800,000            

11 C1 Dedusting system 5-Jul-06 USD 9,000,000            3,600,000            5,400,000            -                    3,600,000          -                      -                   -                     

12 C1 Roll Grinding Machine 13-Feb-06 USD 3,115,000            1,246,000            1,869,000           -                    1,246,000           -                      -                   -                     

13 M24 322 & 331 cranes for phase I 1-Aug-08 USD 4,319,178           -                        4,319,178           -                    -                      -                      -                   -                     

14 M24 321 & 332 cranes for phase I 1-Aug-08 USD 3,617,822           -                        3,617,822           -                    -                      -                      -                   -                     

15 M9 Overhead crane, Cap 80t (2 
units)

1-Sep-05 USD 7,500,000            3,960,000            3,540,000            -                    -                      -                      -                   3,960,000         

16 M1 Revamping of Reheating 
Furnace

20-Nov-07 USD 17,500,000          10,285,000          7,215,000            -                    1,510,000           -                      -                   8,775,000         

17 C2 HSM Quality improvement 
modification contract

16-Nov-09 USD 13,394,000         -                        13,394,000         -                    -                      -                      -                   -                     

Suppliers' Group
Advance Payment for 

Expansion Project
Description Contract Value
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Appendix 17
List of expansion project contract – Advance payment (2)

Contract Payment as at Outstanding No document
Date Curr Value 31-Dec-09 Payment Paid to Others Offset or partially 

received

18 M10 Additional equipment 
contract for P&O

21-Dec-07 USD 3,600,000            2,600,000            1,000,000            -                                 980,000 1,620,000           -                                          -  

19 M10 Heavy Gauge Shearing Line 5-Feb-08 USD 16,700,000          14,450,000          2,250,000            -                    840,000              8,610,000                  5,000,000                        -  

20 M1 Batch Anealing Furnace 15-Jul-08 USD 24,500,000          19,513,203         4,986,797           -                    -                      -                      19,513,203     -                     

Cilvil Work Contract
21 M11 Building & Construction 

Contract for Civil + Building 
works of Hi Mill Project

4-Jun-09 THB 40,000,000          10,000,000           30,000,000          -                    -                      -                      -                   10,000,000        

Total USD        238,896,000        115,120,939        123,775,061                       -          60,735,880          10,230,000      24,513,203       19,641,856 

THB         275,640,000           37,000,000        238,640,000        27,000,000                         -                        -           10,000,000 

JPY           92,400,000                           -             92,400,000                       -                           -                        -                          -  

PO Line

CTL & STL

6 Hi CRM

Suppliers' Group
Advance Payment for 

Expansion Project
Description Contract Value
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Appendix 18
List of expansion project contract – Construction in progress (1)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

HRC Production THB USD USD USD THB USD
1 M12 9 column and 

pipe rack for 
diversion of gas 
line 

18-Apr-08 THB 26,000,000     26,000,000     -                   26,000,000     -                   -                   -                   -                   -                   

2 M12 Hydraulic room 
Modifications for 
roughing mill

17-Apr-08 THB 1,400,000        1,400,000        -                   1,400,000        -                   -                   -                   -                   -                   

3 C1 1x80t crane New 
Roll shop

26-Apr-06 USD 2,700,000        2,700,000        -                   -                          1,350,000 -                   -                   -                   1,350,000       

4 C1 1x80t crane CCM 18-May-06 USD 2,700,000        2,700,000        -                   -                           2,700,000 -                   -                   -                   -                   

5 M9 Jet Box 
Chemical energy 
system 

11-Aug-05 USD 1,745,000       1,745,000       -                   -                   -                   -                   -                   -                   1,745,000       

6 M2 Ladle Heating 
Furnace and Aux

15-Sep-05 USD 17,000,000      17,000,000      -                   -                   -                   -                   -                   -                   17,000,000      

7 C1 Coil box & 
Finishing Mill 
motor 
equipment Mod.

9-Apr-09 USD 9,423,000       9,423,000       -                   -                   -                   -                   9,423,000       -                   -                   

8 M13 Project of 
Installation New 
overhead crane - 
Cater bay and 
new roll shop 

N/A THB 4,400,000        4,400,000        -                   4,400,000        -                   -                   -                   -                   -                   

9 M2 UE_Finishing and 
Transfer Line 

28-Feb-05 USD 4,670,000       4,670,000       -                   -                          2,370,000 2,300,000       -                   -                   -                   

10 M2 UE_Roll Chock 
for Hot Skinpass 
Mill 

1-Nov-05 USD 8,660,000       8,660,000       -                   -                          2,598,000 3,464,000       -                   -                   2,598,000       

11 M2 Spare Work Roll 20-Apr-06 USD 960,000          960,000          -                   -                             480,000 480,000          -                   -                   -                   

Offset

Skinpass Mill Line

Construction in Progress 
for Expansion Project

Description Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group
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Appendix 18
List of expansion project contract – Construction in progress (2)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

HRC Production THB USD USD USD THB USD
12 M2 UE_Turnkey for 

skinpass 
6-Aug-04 USD 1,570,000       1,570,000       -                   -                          1,570,000 -                   -                   -                   -                   

13 M2 Additional 
equipment - 
worm gear & 
wheel

1-Aug-06 USD 1,580,000       1,580,000       -                   -                             380,000 1,200,000        -                   -                   -                   

14 M2 Additional 
equipment - hot 
skinpass mill 

15-Jun-05 USD 105,000          105,000          -                   -                             105,000 -                   -                   -                   -                   

15 M8 Newlife South 
Asia_Skin Part 
Line Inspection

8-Jan-07 USD 1,851,316      1,851,316      -                   -                         1,851,316 -                   -                   -                   -                   

16 M7 35t Bridge Crane 20-Jun-05 USD 1,120,000        1,120,000        -                   -                             952,000 -                   -                   -                             168,000 

17 M14 Skinpass Mill 
Machine

1-Aug-03 THB 252,336,449  252,336,449  -                   -                   -                   -                   -                   252,336,449  -                   

18 M15 Wonderware and 
software toolbox 
top server 

30-Aug-06 THB 1,241,129       1,241,129       -                   -                   -                   -                   -                   1,241,129       -                   

19 M16 Shear Blades 13-Oct-06 THB 96,000            96,000            -                   -                   -                   -                   -                   96,000            -                   

20 M17 Changing of 
curcuit Breaker 

7-Nov-06 THB 197,885         197,885         -                   197,885         -                   -                   -                   -                   -                   

Pickling & Oiling Line
21 M2 UE_P&O 

contract
4-Nov-05 USD 43,400,000     43,400,000     -                   -                        20,090,000 17,470,000      -                   -                          5,840,000 

Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group

OffsetConstruction in Progress 
for Expansion Project

Description
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Appendix 18
List of expansion project contract – Construction in progress (3)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

22 M18 Supply of 
polyurethane 
sealing 
compound (Acid 
proof material 
between granites 
and orverall 
assembly) 
Installation and 
sealing granite 
blocks for picking 
line 

19-Aug-08 USD 279,200          179,280          99,920            -                   -                   -                   -                   -                   179,280          

23 M19 Install power 
feeder of picking 
crane (4 Units) 

21-Apr-08 THB 4,900,000       4,900,000       -                   -                   -                   -                   -                   4,900,000       -                   

24 M12 ARP tank farm 
building of P&O 
Project

18-Apr-08 THB 2,000,000        -                   2,000,000        -                   -                   -                   -                   -                   -                   

25 M13 Project of 
Installation of a 
30t crane (P&O)

15-May-07 THB 2,600,000       2,600,000       -                   -                   -                   -                   -                   2,600,000       -                   

Cut-to-Length & Slitting & Shearing Line
26 M2 UE_Purchase for 

Shearing
3-Jan-07 USD 8,254,000       8,254,000       -                   -                          1,346,700 2,587,300              4,320,000 -                   -                   

27 M2 UE_Purchase for 
Slitting

28-Jul-06 USD 7,820,000       7,820,000       -                   -                             191,000 3,629,000               4,000,000 -                   -                   

28 M2 UE_Slitting 
Line_additional 
equipment

16-Jul-07 USD 1,407,800       1,407,800       -                   -                   -                   1,407,800       -                   -                   -                   

29 C1 CTL contract 5-Feb-09 USD 17,925,000     17,925,000     -                   -                   -                   -                   17,925,000     -                   -                   

OffsetConstruction in Progress 
for Expansion Project

Description Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group
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Appendix 18
List of expansion project contract – Construction in progress (4)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

30 J Automatic Roll 
Shifting System 
for 6hi Reversing 
Cold Rolling Mill

27-Apr-09 USD 15,300,000     15,000,000     300,000          -                   -                   -                        15,000,000 -                   -                   

31 J 6hi reversing 
cold rolling mill

10-Jan-08 USD 24,000,000      24,000,000      -                   -                           2,000,000 19,600,000     -                   -                   2,400,000        

32 J Additional 
equipment of 6hi 

10-Jan-08 USD 9,400,000       9,400,000       -                   -                   -                   200,000           8,400,000       -                   800,000          

33 M19 Low voltage, 
Medium voltage 
switchgear and 
Installation work 
for power 
distribution of 
Picking & Oil and 
ARP, Slitting & 
Shearing line 
project

5-Feb-08 THB 27,000,000      26,457,114     542,886         22,310,000     -                   -                   -                   4,147,113       -                   

34 M17 Electrical 
system New roll 
shop project 

3-Jan-07 THB 4,450,000       4,450,000       -                   4,150,000       -                   -                   -                   300,000          -                   

35 M17 Low voltage for 
skin pass mill 
and roll shop 
project 

6-Oct-05 THB 14,200,000      13,270,374     929,626         1,901,335      -                   -                   -                   11,369,039    -                   

36 M19 Medium voltage 
for skin pass mill 
and roll shop 
project

6-Oct-05 THB 37,500,000     37,500,000     -                   1,701,666       -                   -                   -                   35,798,334    -                   

Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group

Offset

6 Hi CRM

Power Distribution 

Construction in Progress 
for Expansion Project

Description
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Appendix 18
List of expansion project contract – Construction in progress (5)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

37 M20 Special 
engineering and 
special drafting 
support services 
for the CPL,ARP 
and other 
Expansion 
Project (USD 
1,400 per month)

18-Jun-07 USD 79,604            79,604            -                   -                   79,604            -                   -                   -                   -                   

38 M21 Preparation of 
market study 
report for cold 
rolled and zinc 
coated products 
(PO)

25-Aug-06 USD 91,000            91,000            -                   -                   -                   -                   -                   -                   91,000            

39 M21 Assistance in 
finalisation of 
contracts for 
EPC packages 
for expansion 
project (PO)

25-Sep-06 USD 148,797          148,797          -                   -                   -                   -                   -                   -                   148,797          

40 M21 Assistance in 
finalisation of 
contracts for 
expansion 
project (PO)

N/A USD 514,078          514,078          -                   -                   490,202          -                   -                   -                   23,876            

41 M22 5T Electric 
overhead 
travelling crane & 
Installation (THB 
4,650,000)

18-Jan-07 THB 4,650,000       4,650,000       -                   -                   -                   -                   -                   4,650,000       -                   

42 M22 Hydraulic 
docklervler (THB 
300,000)

24-Nov-06 THB 300,000          300,000          -                   300,000          -                   -                   -                   -                   -                   

New Warehouse

Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group

Offset

Technical service

Construction in Progress 
for Expansion Project

Description
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Appendix 18
List of expansion project contract – Construction in progress (5)

Contract Payment as at Outstanding Paid to
Date Curr Value 31-Dec-09 Payment Others

43 M13 Project of 
Installation of a 
35/15t crane  
(THB 4,700,000)

15-May-07 THB 4,700,000        4,700,000        -                   4,230,000       -                   -                   -                   470,000           -                   

44 Civil work for Expansion
 & New roll shop

Civil work N/A THB 368,946,415  368,946,415  -                   -                   -                   -                   -                   368,946,415  -                   

45 Civil work for 
(Canteen,Change house, 
visit Kiosk, Guard house 
1&2, Site Works, 
Factory signage, CCM 
building, Melt shop, Mrg 
office, Down coiler 
office, Work shop, 
Refractory and 
Warehouse)

Civil work N/A THB 234,910,565  234,910,565  -                   -                   -                   -                   -                   234,910,565  -                   

Total USD   182,703,795   182,303,875          399,920                      -       38,553,822     52,338,100     59,068,000                      -       32,343,953 

THB   991,828,443  988,355,931        3,472,512    66,590,886                      -                        -                        -      921,765,044                      -  

Crane Roll shop

Contract Value No document 
or partially received

Suppliers or Suppliers' 
Group

Cilvil Work Contract

OffsetConstruction in Progress 
for Expansion Project

Description
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Appendix19
Timeline of machinery contracts

1 Aug 2003
1st contract with 

M14 to 
purchase 
Skinpass 
machine

6 Aug 2004
Turnkey 

contract with 
M2 for Skinpass 

mill line

30 Aug 2006
M15 for 
software 
program

15 June 2005
M2 for additional 

equipment

20 June 2005
M7 to purchase 

Crane 35ton

20 Apr 2006
M2 for spare work 

roll

8 Jan 2007
M8 on line 
inspection

1 Nov  2005 M2 
for roll chock to 
upgrade the line

Jul 2006
Commissioning 
completed for 
Skinpass mill 

line

6 Oct 2005
M14 and 

Schneider on 
power 

distribution

Source: GSteel Public Company Limited

Timespan – Skinpass Mill Line

1 Mar 2005
Civil work 

contract with 
M23

28 Feb 2005
M2 for Finishing 
& Transfer line

7 Nov 2006
M17 for circuit 

baker

13 Oct 2006
M16 for Shear 

Blades

1 Aug 2006
M2 for 

additional 
equipment



© 2010 KPMG Phoomchai Business Advisory Ltd., a Thai limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International, a Swiss Cooperative. All rights reserved. Printed in Thailand. 66

Appendix19
Timeline of machinery contracts

4 Nov 2005
M2 on Pickling 

& Oiling line

Aug - Sep 2006
M21 for 
technical 
service

15 May 2007
M13 for crane 30 

tons

21 Apr 2008
M19 for 

installment of 
power feeder

21 Dec 2007
M2 for additional 

equipment*

19 Aug 2008
M18 for 

polyurethane 
sealing 

compound

Source: GSteel Public Company Limited

Timespan – Pickling & Oiling Line

18 Apr 2008
M12 for ARP 

tank farm 
building

18 Jun 07
M20 for special 

engineering

5 Feb 2008
M19 for power 

distribution

28 Jul 2006
M2 for 

purchase of 
Slitting 

machinery

3 Jan 2007
M2 for 

purchase of 
Shearing 

machinery

16 Jul 2007
M2 for purchase 

of additional 
equipment –
slitting line

5 Feb 2008
M2 for Heavy 

gauge shearing 
line*

5 Feb 2009
C1 for purchase 
of Cut-to-Length 

Source: GSteel Public Company Limited

Timespan – Cut-to-length/ Slitting/ Shearing Line

5 Feb 2008
M19 for power 

distribution

Note:  *GSteel has partially made payment and not yet received the machinery , consequently such payment was 
recorded as advance payment. 

Note:  *GSteel has partially made payment and not yet received the machinery , consequently such payment was 
recorded as advance payment. 
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Appendix19
Timeline of machinery contracts

1 Sep 2005
M9 for 

overhead 
crane*

11 Aug 2005
M9 for Jet box 

chemical 
energy system

10 Jan 2008
M5 for design 
& machinery 
purchase*

26 Apr 2006
C1 for a crane 

80 tons 

18 May 2006
C1 for 2 cranes 

80 tons*

20 Nov 2007
M1 for 

revamping of 
reheating 
furnace*

16 Nov 2009
C2 for HSM 

quality 
improvement 

modification**

15 May 2007
M13 for 

installation of 
overhead crane

18 Dec 2007
M4 for design 
and supply of 

machine* 
28 Jun 2006
C1 for water 
treatment*

Source: GSteel Public Company Limited

Timespan – Hot Rolled Coil Production

13 Feb 2006
C1 for roll 
grinding 

machine*

15 Sep 2005
M2 for Ladle 

heating Furnace

9 Apr 2009
C1 for cool box 
& finishing mill 

motor 
modification

18 Apr 2008
M12 for 9 

column and 
pipe rack

18 Feb 2008
M6 for design 

and 
machinery*

5 Jul 2006
C1 for de-
dusting 
system*

3 Jan 2007
M17 for 
electrical 
system

17 Jul 2007
M3 for design 
manufacture 

and 
machinery*

17 Apr 2008
M12 for 

Hydraulic room 
modification

1 Aug 2008
M24 

for cranes 
purchase**

Note:  *GSteel has partially made payment and not yet received the machinery , consequently such payment was 
recorded as advance payment. 
** GSteel still does not make any payment under these contracts.
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Appendix19
Timeline of machinery contracts

10 Jan 2008
J for 6Hi 

reversing cold 
rolling mill

10 Jan 2008
J for additional 

equipment

15 July 2008
M1 for Batch 

Anealing 
Furnace*

Source: GSteel Public Company Limited

Timespan – 6Hi Cold Rolled Mill Line

27 Apr 2009
J for

Automatic roll 
shifting system 

4 Jun 2009
M11 for  civil 

work

Note:  *GSteel has partially made payment and not yet received the machinery , consequently such payment was 
recorded as advance payment. 


