Independent Auditor’s Report 

To the shareholders and the Board of Directors of Siamraj Public Company Limited
My opinion 

In my opinion, the consolidated financial statements of Siamraj Public Company Limited (the Company) and its subsidiaries (the Group) and the separate financial statements of the Company present fairly, in all material respects, the consolidated and separate financial position of the Group and of the Company as at 31 December 2017, and its consolidated and separate financial performance and its consolidated and separate cash flows for the year then ended in accordance with Thai Financial Reporting Standards (TFRSs). 

What I have audited

The consolidated financial statements and the separate financial statements comprise:

· the consolidated and separate statements of financial position as at 31 December 2017;

· the consolidated and separate statements of comprehensive income for the year then ended;

· the consolidated and separate statements of changes in equity for the year then ended;

· the consolidated and separate statements of cash flows for the year then ended; and

· the notes to the consolidated and separate financial statements, which include a summary of significant accounting policies. 

Basis for opinion 

I conducted my audit in accordance with Thai Standards on Auditing (TSAs). My responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the consolidated and separate financial statements section of my report. I am independent of the Group and Company in accordance with the Federation of Accounting Professions under the Royal Patronage of his Majesty the King’s Code of Ethics for Professional Accountants together with the ethical requirements that are relevant to my audit of the financial statements, and I have fulfilled my other ethical responsibilities in accordance with these requirements. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my opinion. 

Key audit matters

Key audit matters are those matters that, in my professional judgment, were of most significance in my audit of the consolidated and separate financial statements of the current period. These matters were addressed in the context of my audit of the consolidated and separate financial statements as a whole, and in forming my opinion thereon, and I do not provide a separate opinion on these matters. 

	Key audit matter
	How my audit addressed the key audit matter

	Revenue recognition on construction contracts involves significant judgment

	

	One of the significant business activities of the Group is the Metering and Pipeline Transmission Business Unit (MPT). The Group provides engineering services, design and construction services for the Natural Gas Flow Measuring and Transmission System and Field of flow measurement.
The Group recognises revenue and costs from construction and engineering services using the percentage of completion method. The stage of completion is measured based on the proportion of contract costs incurred for work performed to date compared to the estimated total cost of the project (percentage of work completion by cost-to-cost method). 

I focused on these areas because: 

· the amount of revenue arising from construction and engineering services is significant, representing 32% of the total revenue in the consolidated financial statements

· management has significant judgement and involvement regarding the preparation of budget costs and reviewing the percentage of completion for each project, including consideration on any potential provision for project loss.


	I carried out the following procedures relating to significant judgement and involvement by management in the budgeting process by:

· evaluating the effectiveness of the design of internal controls relating to the budgeting process and construction revenue and cost recognition process and testing internal controls over the budgeting process relating to the estimated total contract costs and verified management’s estimated costs to complete by interviewing the project engineer and inspecting the supporting evidence, and

· testing the internal controls over the revenue and receivables cycle, and purchase and payables cycle for all projects.

I also examined the supporting documents for the actual costs incurred for work performed to date and assessed the accuracy of the percentage of completion in the monthly progress report by:

· comparing the percentage of completion by cost-to-cost method with the physical proportion of the contract work completed as assessed by the project engineers and customers, and considered the differences to determine whether any adjustments were required

· testing the actual costs incurred but not yet billed from suppliers or sub-contractors to assess the completeness of the costs recorded

· recalculating the percentage of completion by project in the monthly progress report

· performing a site visit and observing the method used to assess the progress of work by engineers, and
· evaluating the reasonableness of the provision for project loss that was set by management. 

Based on my procedures, I found that the preparation of the budget costs as well as the review of the percentage of completion for each project and the consideration on any potential provision for project loss were reasonable and appropriate based on the environment and circumstances.



	Key audit matter
	How my audit addressed the key audit matter

	Evaluation of reversal for impairment of assets at non - operating NGV service stations


	

	The Company operates four NGV service stations located in Vibhavadee Rangsit, Bangna, Kampangpetch, and Pisanulok. The Company entered into a non-cancelation contract with a customer for 20 years to provide rest areas and sales of NGV for vehicles at Kampangpetch Branch in 2012 and Pisanuloke Branch in 2013.

During 2014, the assets at these two service stations were impaired because the operating results were negative. The cash generated from these two service stations was significantly lower than the budget. Therefore, the Company’s management set a full provision for impairment of all assets at the two service stations totalling Baht 78.66 million. 

In November 2016, the Company’s management successfully terminated the contract without penalty. Currently, operations at these service stations are temporarily discontinued. Management appointed an independent valuer to appraise the residual values of the property, plant, and equipment because management plans to sell the equipment to third parties. Currently, the Company is in the process of approaching purchasers. 

In December 2017, the Company’s management plan to use some assets in these two service station to new service stations in quarter 1 2018. 

Referring to Note 4.1: Estimated impairment of property, plant and equipment and Note 15: Property, plant and equipment. The Group has property, plant, and equipment with an aggregate carrying value of Baht 72.80 million as at 31 December 2017. 

The reversal of the provision for impairment of Baht 3.42 million was recognised in the 2017 consolidated statement of income.

I focused on the residual values of property, plant, and equipment at the non-operating service stations due to the significant values involved and the nature of the judgements involved in determining the appropriate level of impairment to be reversed. 
	I carried out the following procedures in relation to management’s assessment of reversal for impairment at the non-operating service stations by: 

· challenging management and the valuer on the characteristics of individual assets and their overall quality and desirability as a whole

· assessing the methodologies used by both management and the valuer to estimate residual values 

· evaluating the competencies and capabilities of the valuer including terms of engagement to determine whether there were any matters that might affect their objectivity or impose scope limitations upon their work

· testing, on a sample basis, the accuracy and relevance of the input data provided by management, 
· considering the appropriateness of the residual values estimated by the valuer, and challenging management on significant movements in the valuations, and
· examining management’s plan to use assets in the future including inquiry management.   

Based on the available evidence, I found management’s assumptions in relation to the residual values of the assets were reasonable.

	
	


	Key audit matter
	How my audit addressed the key audit matter

	Acquisition 


	

	Refer to Note to the financial statements 16 “Acquisition”
Techtronic Holding Co., Ltd. (T-Holding) transferred all assets, including 100% of Techtronic Co.,Ltd’s share capital, and liabilities to the Company in an entire business transfer as defined under the Revenue Code. The total consideration for the acquisition was Baht 253.62 million, comprising an increase in the Company’s registered share capital of Baht 208.62 million  by 76,700,000 ordinary shares at a par value of Baht 0.5 per share with a fair price of Baht 2.72 per share, plus a Baht 45 million cash payment. Management determined that the shareholding acquisition qualified as a business combination in accordance with Thai Financial Reporting Standard (TFRS) 3 - Business Combinations.

Management determined that the fair value of the net acquired identifiable assets is Baht 55.08 million, the majority of which is property, plant and equipment totalling Baht 19.63 million. The Baht 197.55 million in goodwill that arose from the business combination mainly relates to customer relationships and the tradename. The valuation of the acquired assets and liabilities was done as part of the purchase price allocation process. The value of the goodwill and the intangible assets was determined in accordance with TFRS 3.

I focussed on the identification of the fair values of property, plant and equipment because the valuation methodology and assumptions used in the model involve significant management judgment. Key assumptions used for the valuation of property, plant and equipment included estimated replacement costs adjusted by remaining useful lives.

I also focussed on the entire business transfer because this transaction must comply with the Revenue Code.

The valuation of the identifiable net assets is still in process and, as of the reporting date, the value of the identifiable net assets has only been provisionally determined. This is in accordance with TFRS 3 and pending the completion of the valuation by the management. 
	I evaluated management’s assessment that the acquisitions identified in Note to the financial statements 16 should be accounted for as business combinations and determined that they are appropriately accounted for in accordance with TFRS 3.

The audit procedures I performed on the business combination were as follows: 

· reading the purchase agreements to confirm that correct accounting treatment was applied and the appropriate disclosures was made 

· assessing the valuation and accounting of the total consideration of acquisition 

· examining the fair price of Company’s share at the acquisition date

· tracing payments to bank statements

· examining the identification and fair valuation of the acquired assets and liabilities

· evaluating assumptions used in the  fair values of property, plant and equipment; for example, replacement cost and physical remaining life by challenging management’s judgement in relation to these assumptions based on historical and external evidence and 
· checking that the entire business transfer transaction complies with entire business transfer conditions in the Revenue Code.

I had performed testing the calculation of the goodwill arising from the business combinations, being the difference between the total purchase consideration and the fair value of the net identifiable assets, I found that the management’s calculation was in line with TFRS 3.

Based on my procedures, I found that the fair valuation of assets and liabilities from the business combinations, and the accounting for the business combinations were appropriately allocated and recorded, and that the disclosures were appropriate.

	
	


Other information 
The directors are responsible for the other information. The other information comprises the information included in the annual report, but does not include the consolidated and separate financial statements and my auditor’s report thereon. The annual report is expected to be made available to me after the date of this auditor's report.
My opinion on the consolidated and separate financial statements does not cover the other information and I will not express any form of assurance conclusion thereon. 

In connection with my audit of the consolidated and separate financial statements, my responsibility is to read the other information identified above when it becomes available and, in doing so, consider whether the other information is materially inconsistent with the consolidated and separate financial statements or my knowledge obtained in the audit, or otherwise appears to be materially misstated. 
When I read the annual report, if I conclude that there is a material misstatement therein, I am required to communicate the matter to the audit committee.
Responsibilities of the directors for the consolidated and separate financial statements 

The directors are responsible for the preparation and fair presentation of the consolidated and separate financial statements in accordance with TFRSs, and for such internal control as the directors determine is necessary to enable the preparation of consolidated and separate financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the consolidated and separate financial statements, the directors are responsible for assessing the Group and Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the directors either intend to liquidate the Group and Company or to cease operations, or has no realistic alternative but to do so.

The audit committee assists the directors in discharging their responsibilities for overseeing the Group and Company’s financial reporting process. 

Auditor’s responsibilities for the audit of the consolidated and separate financial statements

My objectives are to obtain reasonable assurance about whether the consolidated and separate financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with TSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated and separate financial statements.

As part of an audit in accordance with TSAs, I exercise professional judgment and maintain professional scepticism throughout the audit. I also: 

· Identify and assess the risks of material misstatement of the consolidated and separate financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 

· Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Group and Company’s internal control. 

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the directors. 

· Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Group and Company’s ability to continue as a going concern. If I conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to the related disclosures in the consolidated and separate financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based on the audit evidence obtained up to the date of my auditor’s report. However, future events or conditions may cause the Group and Company to cease to continue as a going concern. 
· Evaluate the overall presentation, structure and content of the consolidated and separate financial statements, including the disclosures, and whether the consolidated and separate financial statements represent the underlying transactions and events in a manner that achieves fair presentation. 
· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express an opinion on the consolidated financial statements. I am responsible for the direction, supervision and performance of the group audit. I remain solely responsible for my audit opinion. 
I communicate with the audit committee regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control that I identify during my audit. 

I also provide the audit committee with a statement that I have complied with relevant ethical requirements regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on my independence, and where applicable, related safeguards.
From the matters communicated with the audit committee, I determine those matters that were of most significance in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. 
I describe these matters in my auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, I determine that a matter should not be communicated in my report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication. 
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