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QUALITY POLICY

KCE commits to provide products
and services to meet or exceed
agreed requirements for all of our
customers through continuous
improvement and by doing it right
the first time.
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Ruasululzsmeas 11 - - 2,396,120,815 | 2,157,486,580
L’Eumnmzmmqﬁu 1,198,842 - 570,000 -
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ANANTEIN 5,13 79,792,930 - - -
AunsnellalfliFanu 14 160,682,290 | 86,444,636 70,683,813 | 61,690,437
Auninelainuiodu 4,051,786 | 2,868,840 3,671,127 2,051,848
sanAunswelaivyuiian 5,560,437,948  4,406,580,897 3,591,688,943 | 3,413,101,957
FANRUNTNE 10,255,567,438 | 9,278,123,842 | 5,187,596,592 | 5,105,272,488
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FANFIUADIUFTEN LDy 3,063,819,012 | 2,620,177,639 2,724,775,093 | 2,567,895,839
dald el unapauny 13,409,226 | (11,986,004) - -
FINFIUADINNDUY 3,077,228,238 | 2,608,191,685 2,724,775,093 | 2,567,895,839
squuﬁauuazdaumm;ﬁ@ﬁu 10,255,567,438 | 9,278,123,842 | 5,187,596,592 | 5,105,272,488

winawnlsznatunisRududouniivaessunisdul

W seeulszant 2555



aumismanuiriniasy

USEN LATD DLAAINSUAR A1NA (NUNTU) WazLSENEHas
AMFLTAugRAIUN 31 SUanAN 2585 uay 2554

(sl )
UNTHUTIN AUMSHRULRNIZAANG
WNELUR)

gale 6
sgldannnisananazliiEnng 28 6,477,889,690 | 7,201,064,787 3,493,128,645 | 8,467,623,552
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AN lgans 6
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FUNUNINITEY 26 169,279,417 | 158,493,499 51,619,350 44,774,575
sanA LA 6,466,715,568 | 7,262,567,957 3,339,073,078 | 8,259,416,035
AUKLNTIAYUANN Rua LTI SN 10 (2,621,463) (358,862) - -
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Alsmnanuiiinadaau
nasinsresdmsLanAsuannIsuLan
auns BuiiluEunssadsane (3,377,611) 5,676,033 - -
ilsifinadaaudmsiitl-gnaannai (3,377,611) 5,676,033 - -
flsuinaasandusuil 713,127,067 | 184,627,178 322,188,666 | 257,865,285
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Rugnlfuiannianssuainau 1,660,981,393 | 795,562,198 404,966,445 | 344,268,552
e BRUlA (13,005,994) (4,5622,503)  (1,260,346) (1,024,562)
NUAAFNE LANIAINAANTTNANAUINY 1,647,975,399 | 791,039,695 | 403,706,099 | 343,243,990
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Financial Highlights

(based on Consolidated Financial Statements)
Unit : Million Baht

2012 2011 2010

Total revenues 7,205.644 7,394.171 7,491.116

EB”_DA .................................................................................................... 1376363 .................. 8 28724 ................ 1319263 ........
N etp rofl t( l OS S ) ......................................................................................... 712328 ................. 132021 ................... 53461 5 ........
Netc a S h prOWdedbyoper a tmgaotlwnes ........................................ 1647975 .................. 79104 O ................... 876055 ........
Netp rom( l OS S )pers h are/ Avera g e(baht) .............................................. 155 ........................ 0 28 ......................... 11 5 ........

Share outstanding

(Weighted average) (Thousand Shares) 100,459 e e

Numberofemployees(person) ................................................................. 4804 ..................... A.r. 921 ....................... 5013 ........
TOtalaSS e ts .......................................................................................... 10255567 ............... 92781 24 ................ 875291 2 ........
TOtallla b I lm eS ......................................................................................... 7178339 .............. 6769932 ................ 61081 30 ........
Total shareholders' equity 3,077.228 2,508.192 2,644.782

lSS uedandpaldupca pltal ...................................................................... 472601 .................. ; 72224 ................... ; 71067 ........
%DMdendS/Netprom ................................................................................ n /a .................. 7143% ................... 3913% ........

KCE Annual Report 2012



Summarized Financial Data

Unit : Million Baht

Financial Data

2012 2011 2010

Total Assets

Net cash provided by operating activities /
Sales and Service Income

Net cash provided by operating activities /
Shareholders' equity

Book Value Per Share (Baht)

10,255.567

9,278.124

8,762.912

Total Revenues
Million Baht
s an 2010

9,000.00
8,000.00
7,000.00
6,000.00
5,000.00
4,000.00
3,000.00
2,000.00
1,000.00

7,394.171

Net Profit (Loss)
Million Baht

s o 2010

800.00
600.00
400.00

200.00

-200.00
-400.00
-600.00
-800.00

Total Assets
Million Baht

s o 2010

11,000.00
9,900.00
9,700.00
9,500.00
9,300.00
9,100.00
8,900.00
8,700.00

9,278.12

Shareholders's Equity
Million Baht

3,100.00
3,000.00
2,900.00
2,800.00
2,700.00
2,600.00
2,500.00
2,400.00
2,300.00

2508.19
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2012 Directors Report

We are pleased to report that KCE Group’s
total revenue for 2012 amounted to Baht 6,477 million
(USD 209.4 million), compared to Baht 7,201 million
(USD 237.8 million) in 2011. The 2012 total revenue is
down marginally on 2011 because production at KCE
Technology (KCET), following the 2011 floods, did not
restart until March 2012. Since the restart, sales have
recovered at over 10% per quarter. Revenue in Q4
2012 was Baht 1,868 million, an encouraging 39%
increase on Q1 2012 sales.

Consolidated net profit increased from Baht
132 million in 2011 to Baht 712 million in 2012. The
increase in net profit was due to improvements in
production efficiency and vyields following the restart
of KCET, and was achieved despite substantial statutory
increases in the minimum wage and increased raw
material costs.

KCE Group’s successful acquisition of
Chemtronics in October 2012 has also helped to
bolster 2012 net profit. Chemtronics is a chemical
recycling company. The Chemtronics first quarter
revenue contribution after acquisition in 2012 was
Baht 55.6 million, with profits of Baht 24.9 million.
The directors are excited about the potential positive
revenue and profit contribution for a full accounting
period in 2013.

During the period, the group’s insurance claim
following the 2011 floods was settled with its insurers
at Baht 496.7 million. The group has received partial
payment on account from its insurers and expects to
receive full payment during the course of 2013.

Results Summary

The Group Company earnings are summarized
as follows:

e KCE Electronics Plc
Sales revenues increased by 0.70%, from
Baht 3,468 million in 2011 to Baht 3,493
million in 2012, and profits increased by
25%, from Baht 257.8 million to Baht
322.2 million over the same period.

o KCEI
Sales revenues increased by 19%, from
Baht 1,311 million in 2011 to 1,558 million
in 2012, resulting in profit increasing by
41% from Baht 20.1 million to Baht 28.3
million over the same period.

o KCET
Due to the flooding, sales revenues
decreased by 39%, from Baht 3,160 million
in the previous year to Baht 1,933 million
in 2012. Profit increased by 214%, from
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a loss of Baht 229.5 million to a profit of
Baht 262.7 million over the same period.

e TLM
Sales revenues decreased by 16%, from
Baht 1,709 million in 2011 to Baht 1,440
million in 2012. Profit for the year increased
by 49%, from Baht 92.5 million to Baht
137.6 million over the same period.

o KCE Thailand
Due to the flooding, sales revenues
decreased by 16%, from Baht 282 million
in the previous year to Baht 236 million in
2012, and profit increased 1,504%, from a
loss of Baht 1.0 million to a profit of Baht
14.8 million over the same period.

o Chemtronics
Following the merger, Q4 2012 sales
revenues were Baht 69 million. Profit for
the same period was Baht 26.4 million.

Outlook

KCE’s sales are diversified among three main
market sectors - Automotive, Industrial and Consumer.
The largest sector for the company is Automotive,
which now accounts for over 65% of sales. Worldwide

car output is estimated to grow from 80 million cars
today to 94 million cars in 2015. Average usage
of PCBs by compact cars is currently estimated to
be around 0.5m2. Midsize cars use a PCB area of
approximately 0.6m2. High-end cars currently use
between 1m2 and 2m2 of PCB.

Although growth in the number of cars sold
in mature markets, such as the USA and Europe, is
slowing compared to Asia, the growth in electrical
content on each car is increasing rapidly in all markets
due to safety legislation and consumer requirements.
It is expected that compact and midsize cars will see
an increase in PCB usage in the next three years following
the expected increase in automotive electrical content
from the present USD 150 billion per year to USD 200
billion per year by 2015.

We are optimistic about the company’s
prospects for the forthcoming years. Market conditions
have improved and, with the effective refurbishment
of KCE Technology following the 2011 floods, the KCE
Group is very well positioned to benefit from the growth
in automotive electronics.

The Board of Directors would like to pay
particular thanks to its staff, suppliers and customers,
shareholders and stakeholders for their tremendous
and continued support during the past year.
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Report of the Audit Committee to Shareholders

This report covers the period of the operation of the KCE Electronics Public Company Limited, ending

on December 31, 2012. The Committee members are Lt. Gen. Suprija Mokkhavesa (Chairman), Khun Ubol Jiramongkol,

and Khun Paitoon Taveebhol.

During fiscal 2012, The Committee held 5 meetings with perfect attendance each time to consult the

management, the external, and internal auditors. On four occasions the CEQ also joined the meetings. The essence

of the performance is as follow:

1.

2.

8

4.

The accuracy, completeness, and reliability of financial reports

The committee reviewed the quarterly and annual financial statements, significant
accounting policies and financial reports, coupled with the consideration of the external auditor’s
scope and methods, and jointly investigated all issues with the management. It is the committee’s
view that the company financial reports were prepared in accordance with the generally accepted

accounting principles. They are accurate, complete, and reliable.
The adequacy of internal control, internal audit, and corporate governance

The committee reviewed the adequacy of internal audit plans, audit reports, and internal
control and found that internal audit practices was consistant with professional standards.
In addition, the management had timely initiated appropriate actions to redress possible
shortcomings. The committee remarked that the company’s internal control was adequate, and
the internal audit practices were independent and appropriate.

Transactions with conflicts of interest

The committee reviewed the financial statements and significant financial activity among its
subsidiaries and associated companies, and put a special emphasis on the related transaction,
possible conflict of interest transaction in compliance with laws and SET regulations to ensure that
they were reasonable and yielded maximum benefits to company.

Appropriateness, deliberated, selection, and appointment of the external auditor

The Committee assessed the external auditor’s independence and performance in 2012,
the first year of this audit company. The overall performance was satisfactory. After considering the
appropriateness of the audit fee against the scope of work, the committee, then, proposed to the
Board to re-appoint KPMG Phoomchai Audit Ltd, to be the auditor for 2013 for a fee of Baht. 3,464,000.
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5. Compliance with securities and exchange laws, the Stock Exchange of Thailand’s regulations, and

applicable laws.

The committee regularly reviewed company’s compliance with securities and exchange
laws, the Stock Exchange of Thailand’s regulations and applicable laws. The committee considered

the transactions needing compliance with such laws and regulations to be correct.
6. Overall view of the performance in compliance with the charter

Based on self-assessment of the Committee’s performance in 2012, the overall evaluation

was summarized as adequate and complete.

Lt. Gen. Suprija Mokkhavesa, MD
(Chairman of the audit committee)
Mrs. Ubol Jiramongkol

Mr. Paitoon Taveebhol

12 February 2013
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Nature of Business

KCE Electronics Public Company Limited (KCE) manufactures and distributes printed circuit boards (PCBs).
It was established on November 5", 1982 with an initial registered capital of Baht 12 million. The core business
of the Company is the production and distribution of printed circuit boards (PCBs), manufactured from an epoxy
glass copper lead laminate, under the “KCE” trademark. In the initial stage, KCE produced only double-sided
boards. With continuous development, KCE is now able to produce high quality and complex multilayer boards.
The PCB is the foundation component of computers, telecommunication devices and most electronic equipment.

The Company listed on the Stock Exchange of Thailand in 1988, converting its status from a limited
company to a Public Company Limited in December 1992. As at December 2011, the Company’s registered
capital was Baht 491,829,500, with paid up capital of Baht 472,600,769.

KCE manufactures and exports high quality PCBs, double-sided PTH and multilayer PCBs from 4-20
layers, which most of the products are for export. Making PCBs requires advanced technology, specific
techniques and high reliability performance standard of the industry; therefore, KCE’s strategy focuses on quality,
technology development and enhancement of technical skills. The Company has continued to expand its business
by enlarging plant facilities to increase production capacity and establishing sales representatives in many.
overseas countries to serve the increasing demand of PCBs in the growing world electronics industry.

In 2012, the Company entered a joint venture to establish KCE Taiwan Co., Ltd., located in Taiwan. KCE Taiwan
iS an overseas sourcing representative for raw material and machinery for the Company and its subsidiaries.

The Company acquired Chemtronics Technology (Thailand) Co., Ltd., and invested 97.25% of total
issued and fully paid up capital in its ordinary share. Chemtronics Technology holds 100% of the shares in
its subsidiary,Chemtronics Chemical Co., Ltd. Chemtronics is a PCB ink producer and PCB chemical recycling
company. The benefits from the investment in Chemtronics are not only a reduction in the waste disposal
burden,but also the considerable gain from recycling used chemicals solution.
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Top Ten Shareholders From Shareholders List

As at December 28,2012

Shareholders Number of Shares

Thailand Securities Depository Company Limited for Depositor 285,829,443 60.48

MrBanChaongkOS|t ..................................................................... 5 0455180 ................................... 1067 ....................
MrAthaSldhongkosn ..................................................................... 2 OSOOOOO ..................................... 429 ....................
Mrpamasenadlsal ..................................................................... 2 0169400 ..................................... 426 ....................
Mrsvora|uksanaongk05|t ..................................................................... 19955000 ..................................... 422 ....................
MSChumartongkOSIt ..................................................................... 18600000 ..................................... 393 ....................
Tha”andsecumlesDGDOSItowcompanYleltGdForDepOS|torS ................. 17144616 ..................................... 362 ....................
Mrssmphansumanaphan 5804900 ..................................... 122 ....................
Chamlma .................... O ngk03|tMD 4775700 ..................................... 101 .....................
MrSUbO|ChlramongkO| 3940100 ..................................... 083 ....................
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Board of Directors

KCE Board of Directors is comprised of 8 directors as follows :

O rI Mr. Bancha
Ongkosit

Age 61 Years
No. of Shares 50,455,180 Shares

02 Lt. Gen. Suprija
Mokkhavesa, MD
Age 75 Years

No. of Shares 2,361,400 Shares

Chairman and Managing Director

Education

o SIAD, SURREY DIP. GRAPHIC DESIGN
(SECOND CLASS HONOURS)

* REIGATE COLLEGE OF ARTS, ENGLAND

Experience
1974 - 1981 Kenyon & Eckhardt (Thailand) Ltd.
1981 - 1982 Kuang Charoen Electronics Co., Ltd.

1982 - Present Chairman and Managing Director
KCE Electronics Public Company
Limited

1988 - Present K C E International Company Limited

1990 - Present KCE America Inc.

1991 - Present KCE Singapore PTE LTD.

1995 - Present Thai Laminate Manufacturer
Company Limited

2000 - Present KCE Technology Company Limited

2006 - Present Chemtronic Technology (Thailand)
Company Limited

2007 - Present KCE (Thailand) Company Limited

2008 - Present Chemtronic Chemical Company Limited

2012 - Present KCE (Taiwan) Company Limited

Completed Program from
Thai Institute of Directors (IOD)
2004  Director Accreditation Program (DAP)

Director / Chairman of the Remuneration Committee /
Audit Committee / Independent director

Education

» AB, Harvard College

e M.D.,C.M. McGill University

e F.R.C.S (C) Royal College of Surgeons of Canada

Experiences

1972 - 1974 Staff, Orthopaedic Department Siriraj,
Hospital

1974 - 1983 Staff, Orthopaedic Department,
Phramongkutklao Hospital

1983 - 1989  Chief, Orthopaedics Department,

Phramongkutklao Hospital
1983 - Present Director / Chairman of the
Remuneration Committee / Audit
Committee / Independent director
KCE Electronics Public Company
Limited
Examiner in Orthopaedics, Medical
Council of Thailand
1987 - Present Advisor, Mahavachiralongkorn
Foundation
Assistant Director, Orthopaedic
Department, Phramongkutklao Hospital
1990 - Present Director, Education & Welfare
Foundation
Associate Dean, Phramongkutklao
College of Medicine
President, Asean Orthopaedic
Association
President, Rheumatism Association
of Thailand
President, Royal College of Surgeons
of Canada
Representative of Orthopaedic
Surgeons, Royal College of Surgeons
of Thailand

1984 - 1990

1989 - 1990

1990 - 1991

1991 - 1992
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1991 - 1992 Chairman, Orthopaedics Board of
Examiners, Meddical Council of
Thailand

1991 - 1993 Director of Education, Phramongkutklao
College of Medicine

1993 - 1994  Assistant Surgeon General, Medical
Department, Royal Thai Army

1994 - 1995 Deputy Surgeon General, Medical
Department, Royal Thai Army

1995 - 1997 Director General, Phramongkutklao
Medical Center

1995 - 1997 Director, National Research Council

1997 - 1998 Director, Medical Council of Thailand

1997 - 1998 Surgeon General, Medical Department,
Royal Thai Army

1997 - 2001 Chairman, Foundation for
Phramonghutklao Medical College

1998 - 2001 Chairman, Arthritis Foundation

1998 Fellowship Examiner, Royal College

of Orthopaedic Surgeon of Thailand
Chairman of Subcommittee for
Accreditation of Orthopaedic Training
Centers

2000 - Present

2000 - 2001 Chairman, Executive Committee of
Medical Staff Organization,
Orthopaedic Department,
Phramongkutklao Hospital

2001 - 2003 National Delegate for Thailand, S.I.C.O.T.

2002 Director, Thai Orthopaedic Foundation

Completed Program from
Thai Institute of Directors (IOD)

2003
2004

Director Accreditation Program (DAP)

Finance for Non Finance Director

Other Programs / Seminars

1998  Audit Committees In Thailand : What Works
Best, By Stock Exchange of Thailand

1999  Internal Auditors Work Effectively With Audit

Committee By Stock Exchange of Thailand

Royal Decorations

e Kint Grand Cross (First Class) of the most Exalted
Order of White Elephant

e Kint Grand Cordon (Special Class) of the most
Noble Order of Crown of Thailand

A

<4

O 3 Mr. Panja
Senadisa

Age 65 Years
No. of Shares 21,443,400 Shares

Director

Education

e Master's Degree in Business Administration,
Suffolk University, Massachusetts, U.S.A.

e Participants the doctoral program (Industrial

Business Administration) Administration and

Management College,

King Mongkut’s Institute of Technology Ladkrabang

Experiences

1972 -

1972 -

1974 -

1976 -

1983 -

- 1994
1993 -

1991

1994 -
1995 -

1999 -

2000 -

1974

1974

1976

1991
Present

2007

1997
Present

2006

Present

Administrative Officer, Ministry of
Commerce

Senior Sales, Planning Analyst,

Ford Motor (Thailand) Co., Ltd.
Teasury Manager,

Commercial Credit Corp. (Thailand)
Vice President, Bangkok Bank PCL.
Director, KCE Electronics PCL.
Managing Director, H&Q (Thailand) Ltd.
Director & Remuneration Committee
SMC Motor PCL

President, Raimon Co., Ltd.
Director, Thai Laminate Manufacturer
Company Limited

Director, Advisor & Remuneration
Committee, CVD Entertainment PCL.
Director, Chairman of Audit Committee
& Remuneration Committee,

Somboon Advance Technology PCL.
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2002 - Present Director & Audit Committee &
Chairman of the Remuneration
Committee, Trinity Watthana PCL.
2003 - 2008
2003 - Present Director & Audit Committee,
Rasa Property Development PCL.
2004 - 2011 Chairman of the Board,
Deva Property PCL.
2005 - Present Director & Chairman of the Audit
Committee.
Pylon PCL.
2006 - 2009 Director, Executive Director &
Remuneration Committee

Government Saving Bank.

Completed Program from

Thai Institute of Directors (IOD)

2002  Directors Certification Program (DCP)
2004  Audit Committee Program (ACP)

2007  Role of the Compensation Committee

Other Programs / Seminars

2009  Leader Program # 8,
Capital Market Academy
Public Director Certification Program # 2
Public Director Institute (PDI)
Top Executive Program in Commerce and
Trade (TEPCoT) # 4

Advisor, Technicolor (Thailand) Co., Ltd.

O 4 Chantima
Ongkosit, MD

Age 67 Years

No. of Shares 4,532,200 Shares

Director

Education

e M.D. (1st Class Honors)
Chiangmai University

e Diplomate, American Board of Psychiatry and
Neurology

e Residency Training in Psychiatry and Neurology,
Department of Psychiatry, University of lllinois,
Chicago, lllinois, U.S.A.

Experiences
1976 - 1978 Assistant Professor of Psychiatry,
University of lllinois, Chicago,
lllinois, U.S.A.
1976 - 1978  Associate Director of Affective
Disorders Clinic, University of
llinois, Chicago, lllinois, U.S.A.
1976 - 1998 Chief of In-patient and Research Unit,
Westside Veteran Administration
Hospital Chicago, lllinois, U.S.A.
1978 - 1980 Lecturer of Psychiatry, Faculty of
Medicine at Ramathibodi
Hospital, Mahidol University
1980 - 1984  Assistant Professor of Psychiatry,
Faculty of Medicine at Ramathibodi
Hospital, Mahidol University
1983 - Present Director, KCE Electronics Public
Company Limited
1985 - Present Special Lecturer of Psychiatry, Faculty
of Medicine at Ramathibodi Hospital
Mahidol University and Somdet

Chaopraya Institute of Psychiatry
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1998 - 2007 Director, K C E. International Co., Ltd

1997 - 2004 Director, Thai Laminate manufacturer
Co., Ltd

2000 - 2007 Director, KCE Technology Co., Ltd

2003 - Present Chairman of PAC (Siam) Co., Ltd

Chairman of Manarom Hospital

Completed Program from

Thai Institute of Directors (IOD)

2003  Directors Accreditation Program (DAP)
2004  Finance for Non-Finance Director
2008  Directors Certification Program (DCP)

05 Mrs. Ubol
Chiramongkol

Age 62 Years
No. of Shares 3,940,600 Shares

Director/ Audit Committee / Independent director

Education
MBA, Kasetsart University

Experiences

1974 - 1994 Air france Airline

1994 - 1996 Director & Executive Vice President,
General Media Tech Co., Ltd
Director, Cine Color Lab Co., Ltd

1995 - 1996 Director, Thai Magnetics PCL

1995 - Present Director, KCE Electronics Public
Company Limited

1998 - Present Audit Committe, KCE Electronics
Public Company Limited

Completed Program from
Thai Institute of Directors (IOD)
2003  Director Accreditation Program (DAP)
Thai Institute of Director Association (I0D)
2004  Finance for Non Finance Director

Thai Institute of Director Association (IOD)

Other Programs / Seminars

1998  Audit Committees In Thailand : What Works
Best, By Stock Exchange of Thailand

1999  Internal Auditors Work Effectively With Audit
Committee, (by the institute of Internal Auditor
of Thailand), Stock Exchange of Thailand
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06 Mr. Paitoon
Taveebhol

Age 62 Years
No. of Shares None

Director / Audit Committee/ Independent Director

Education

e B.A. (Accounting)

Ramkhamhaeng University
o MBA, Kasetsart University

e Certificate in Auditing

Thammasat University

Experiences

1991 -

1991

1998 -

2003 -

2004 -
2008 -

2008 -

2009 -

2003

- 2005

2000

2005

Present
2011

Present

2011

Vice President, Council Member
The Institute of Certified Accountants
and Auditors of Thailand

President, Secretary General

The ASEAN Federation of Accountants
Vice President, Council Member
The Institute of Internal Auditors of
Thailand

Managing Director, BT Business
Consulting Co., Ltd.

Board Member, Mater Dei Institute
Vice Chairman, Mater Dei Institute
Foundation

President, Mater Dei Institute Parent
and Teacher Association
Independent Director, Chairman of
the Nomination and Remuneration
Committee, Audit and CG Committee
Member, Somboon Advance
Technology Plc.

Audit, Following and Evaluation
Committee, Walailak University
Director, Executive Director,

SGV-Na Thalang Co., Ltd.

Managing Director, Arthur Anderson
Business Advisory Ltd.

2011 - Present Independent Director, Chairman of

Audit Committee

Member of Corporate Governance
Committee

Big C Super Center Plc.
Independent Director,

Audit Committee Member Easy Buy
Public Company Limited

Completed Program from
Thai Institute of Directors (IOD)

2012

2008

2005

2003

Monitoring the Internal Audit Function (MIA)
Monitoring the System of Internal Control
and Risk Management (MIR)

Monitoring the Quality of Financial
Reporting (MFR)

Role of the Compensation Committee (RCC)
Monitoring Fraud Risk Management (MFM)
Chartered Director Class (R-CDC)

Audit Committee Program (ACP)

Role of Chairman Program (RCP)

Director Certification Program (DCP)
Director Accreditation Program (DAP)

Other Programs / Seminars

2011

Financial Reporting Standard for Non-Publicy
Accountable Entities

Corruption Prevention and reporting under
NACC's Law

Audit Committee Forum

11" Asian Forum on Corporate Social
Responsibility (AFCSR)

Anti-Corruption Day : Power of Change to
Thailand
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07 Mrs. Voraluksana
Ongkosit

Age 61 Years
No. of Shares 30,202,800 Shares

08 Mrs. Siriphan
Suntanaphan

Age 58 Years
No. of Shares 5,654,900 Shares

Director / Executive Director

Director

Education

e PITMAN DIP. BUSINESS & SECRETARIAL
ST. JAMES COLLEGE, ENGLAND

Experiences

1972 - 1973
1974 - 1979
1979 - 1988

1988 - Present

1989 - Present

1995 - Present

2000 - Present

2007 - Present

Federal Electric Corporation

Grant Advertising

Kenyon & Eckhardt (Thailand) LTD.
Director, KCE International
Company Limited

Director, KCE Electronics Public
Company Limited

Director, Thai Laminate Manufacturer
Company Limited

Director, KCE Technology Company
Limited

Director, KCE (Thailand) Company
Limited

Completed Program from
Thai Institute of Directors (IOD)
2003 Directors Accreditation Program (DAP)

2004  Finance for Non - Finance Director

2005 Thai Directors Compensation Survey 2004,
2008 Directors Certification Program (DCP)

2011  Financial Instrument for Director

Education

e B.A., Chulalongkorn University

Experiences

1986 - 1992 Deputy of Managing Director,
STK Computer Co., Ltd

1992 - 2008 General Manager, KCE Electronics
Public Company Limited

1992 - Present Director, KCE Electronics Public
Company Limited

1995 - Present Director
Thai Laminate Manufacturer Co.,Ltd.

Completed Program from

Thai Institute of Directors (IOD)

2004 Directors Accreditation Program (DAP)
Finance for Non-Finance Director

2008 Directors Certification Program (DCP)
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Management Staff

Mr. Bancha Ongkosit

Chairman / Managing Director
1982 - Present : KCE Electronics Public Company Limited

Mr. Pitharn Ongkosit

Deputy Managing Director
2009 - Present : KCE Electronics Public Company Limited

Mrs. Voraluksana Ongkosit

Director / Executive's Office Director
1989 - Present : KCE Electronics Public Company Limited

Mrs. Tanyarat Tessalee

Accounting Director
2004 - Present : KCE Electronics Public Company Limited

Mrs. Saovalak Waramitsakul

Manufacturing Support Director
1983 - Present : KCE Electronics Public Company Limited

Mr. Noppadol Tabtieang

Manufacturing Operation Director
1984 - Present : KCE Electronics Public Company Limited

Mr. Fredrick Gharapet Ohanian

Ouality Dierctor
2008 - Present : KCE Electronics Public Company Limited

Mr. Tantikorn Changkanark

Human Resource and Administration Director
2009 - Present : KCE Electronics Public Company Limited
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Remuneration

Remu

neration

The payment for the Board of Directors consists of the annual remuneration and the meeting allowances
as approved by the shareholders at the AGM No. 28/2011 on April 28", 2011 and the AGM No. 29/2012 on April
27", 2012 respectively.

Directors
Remuneration Meeting Fee No. of Meeting
No. Name Position
1 Mr. Bancha Ongkosit Chairman and 1,250,000 - 1,250,000 390,000 340,000 13/13 12/12
Managing Director
2 Mr. Panja Senadisai Director 600,000 600,000 325,000 280,000 13/13 12/12
3 Dr. Chantima Ongkosit Director 600,000 600,000 325,000 280,000 13/13 12/12
4 Mrs. Voraluksana Ongkosit Director 600,000 600,000 325,000 280,000 13/13 1112
5 Lt. Gen. Dr. Suprija Mokkhavesa Director 600,000 600,000 325,000 280,000 12/13 1112
6 Dr. Thongdee Shaipanich Director - 600,000 100,000 280,000 4/13 12/12
7 Mr. Paitoon Taveebhol Director 600,000 225,000 - 9/13 -
8 Mrs. Ubol Chiramongkol Director 600,000 600,000 325,000 280,000 13/13 12/12
9 Mrs. Siriphan Suntanaphan Director 600,000 600,000 325,000 280,000 13/13 12/12
Total 5,450,000 | 5,450,000 2,665,000 | 2,300,000
Audit Committee
Remuneration
No. Name Title 2012
1 | Dr. Thongdee Shaipanich Chairman of Audit Committee - 400,000
2 | Lt. Gen. Dr. Suprija Mokkhavesa | Chairman of Audit Committee 400,000 -
3 | Lt. Gen. Dr. Suprija Mokkhavesa | Audit Committee - 300,000
4 | Mrs. Ubol Chiramongkol Audit Committee 300,000 300,000
5 | Mr. Paitoon Taveebhol Audit Committee 300,000 -
Total 1,000,000 1,000,000
Management

The scale and components of remuneration follow the company’s principles and policy, correlating to the

company’s operating results and each individual’s contribution.

Item No. Amount (Baht) No. Amount (Baht)
Salary 9 20,380,675 9 23,161,860
Bonus / Provident Fund 9 3,169,242 9 3,721,493

KCE Annual Report 2012 1 56



Corporate Governance Report 2012
KCE Electronics Public Company Limited

The Board of Directors of KCE Electronics Public Company firmly believes in the importance of good corporate
governance and is committed in directing its businesses within the framework of good corporate governance.
KCE adheres to the Principles of Good Corporate Governance, the Stock Exchange of Thailand’s guidelines and
in compliance with the law. Compliance to Corporate Governance is critical in assisting KCE to gain the trust
and the confidence from all stakeholders and to achieve a long-term sound, secure, and sustainable corporate
success and economic growth. Since the year 2009, the company’s Corporate Governance policies and practices,
including the code of conducts were compiled into KCE Corporate Governance Handbook which was reviewed
and revised by the Board of Director in year 2011.The update helps govern KCE business practice to adhere to the
structure and the principles recommended by the Stock Exchange of Thailand as well as those of the Organization
for Economic Cooperation and Development (OECD) to conform to the international standard.

KCE fosters awareness and participation of good Corporate Governance policy throughout the organization.
The CG policy is disclosed through different communication channels including the company’s website to promote
this system among KCE managements and employees and to instill the principles into the corporate culture. KCE
Board of Directors, management and all employees perform their respective duties in compliance with the law, the
rules and regulations and business ethics. KCE businesses are conducted with a vision to create long - term value
and with high ethical standards and follow these important characteristics: accountability, responsibility,
transparency, and fair and equitable treatment. The Company acts in a fair, lawful and ethical manner with all stakeholders
and their representatives.

The Stock Exchange of Thailand and the Securities and Exchange Commission positioned KCE as
“Very Good” for five consecutive years 2008-2012, “Good” in 2007 and “Very Good” in 2006 in the corporate
governance surveys in the overall performance by the Thai Institute of Directors Association (IOD). The results of
the ratings for the past seven years reflect KCE’s constant dedication to integrate sound ethics and the principles
of Good Corporate Governance into its business practices and its corporate culture.

1. Rights of Shareholders
Policy of Protecting Shareholders’ Rights

KCE protects the rights and the interests of the shareholders, both as investors and owners of the company,
whether it’s majority, minority, foreign or institutional shareholders. KCE facilitates the needs of its shareholders
and ensures equitable and fair treatment, complying with applicable laws and guidelines protecting shareholders’
basic rights.

The rights of shareholders are stipulated in the company’s Corporate Governance Policy to ensure fair
treatment and protect the shareholder’s right to register as an owner of the share of the company; to buy,
sell, or to transfer shares; the right to sharepart of the profit of the company in form of dividends ; the right
to obtain relevant and adequate information on the company in a timely manner and on a regular basis; the
right to participate and vote in the shareholders meetings by self or by proxy; the right to elect or terminate
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members of the board; the right to decide on all forms of remuneration for the Board of Directors; the right
to appoint and terminate the external auditor and set their fees: the right to propose agenda items for the
shareholder meetings; the right to participate in, and to be informed regarding major decision concerning
fundamental corporate changes and the right to be informed and to make decisions on any key transactions
that affect the company such as: dividend payment, amendments to the company’s article of association or
the company’s bylaws, capital increases or decreases, the approval of extraordinary transactions, etc.

Details regarding the exercise of the right of the shareholders was distributed via SET’s information
channel and the company website to ensure an equitable treatment of shareholders through accessibility of
information.

KCE sends all shareholders significant and sufficiently detailed information regarding the Shareholders’
Meeting prior to the date of the meeting. The shareholders’ right to attend and to vote on the resolutions
in the AGM s clearly stated in the Letter of Invitation to attend the AGM.

Any shareholders who is unable to attend the AGM can appoint a representative which can be another
person or an independent director to act as proxy, using the proxy form attached to the Notice of the Meeting.
The Proxy form was prepared in compliance with the specification defined by the Ministry of Commerce
whereby each individual agenda can be voted specifically according to the shareholders’ wish. KCE provides
the duty stamp to be sealed on the proxy form. Shareholders who arrive late can vote on the agenda in
which the resolution had not been reached.

In 2012, the AGM was held on April 27", 2012 at Ballroom B, 7" floor, the Westin Grande Sukhumvit
Hotel, 269 Sukhumvit Road, Bangkok 10110 at 15.00 pm. The venue of the AGM was chosen because it
was easily accessible to shareholders. KCE encourages shareholders to attend, to express their opinions,
and to questions or to give suggestions.

A Bar Code system was used at the 2012 AGM for registration and vote counting. For each agenda
item, the ballots are collected from the shareholders and counted in three groups : Approved, Disapproved
or Abstained. An Independent observer and inspector was appointed to validate the voting procedure and
vote counting. Shareholders are entitled to verify each voting result after the Meeting.

Three directors must retire from office on a rotational basis in each AGM. The shareholders are informed
of the Board opinion to re-elect the directors. Information regarding the directors to be nominated is provided
to the shareholders. Age, education, experiences, training, as well as important positions held in the past and
currently are provided to the shareholders so that the shareholders can make an informed decision. The
shareholders can also propose name of individuals for directorship of the company. None was proposed in 2012.

An Agenda item regarding all forms of remuneration for the Board members is included annually in
the Annual Report. (Full details can be found on Page 156)

The Agenda for the AGM was considered as appeared on the Letter of Invitation to the AGM ,each
meeting agenda deal with only one item, without any changes in the order and there were no other agenda
raised in the AGM.

KCE Annual Report 2012



The shareholders were allowed to freely express their opinions, give suggestions and raise questions
before casting votes. The executive responsible for the field were present to answer any questions or inquiries.

The 2012 Annual General Meeting of Shareholders (AGM)

KCE holds Annual General Shareholders’ Meeting in accordance with the legal procedures and the
requirement of the Stock Exchange of Thailand as well as the Securities and Exchange Commission (SEC).
The AGM is held within 4 months after the end of the fiscal year and in urgent situations regarding issues
that concern shareholders’ major interest or requiring shareholders’ approval, an extraordinary meeting of
the shareholders can be called. There was no Extraordinary Meeting of the Shareholders in 2012.

In 2012, The Annual General Shareholders’ Meeting of KCE (AGM) no. 29/2012 was held on April 27"
2012 at Ballroom B, 7" floor, the Westin Grande Sukhumvit Hotel, 259 Sukhumvit Road, Bangkok 10110 at
15.00 pm. The venue of the AGM was easily accessible to shareholders.

Prior to the Meeting

The Board of Directors Meeting resolved the schedule of dividend payments; the date of the 2012
Annual General Shareholders’ Meeting; detailed agendas as well as the Board’s opinions ; the relevant
details and date of closing the registration book in order to determine the right to attend the Annual General
Shareholders’ Meeting and dividend payment.

The notice of shareholders’ meeting including the meeting agenda both in Thai and English was sent
to the Thailand Securities Depository Co., Ltd. on the April 10", 2012 and was posted in the Company’s
Website (www.kcethai.in.th) on the same day, 17 days prior to the meeting date to allow time for the
shareholders to review meeting’s agenda and necessary information regarding the issues to be decided at the
meeting. The invitation to the AGM was also announced in both Thai and English Press from April 10"-12"
for three consecutive days, 17 days prior to the AGM. The documents provided to the shareholders in 2012
were as follows:

e The letter of Invitation to the KCE AGM no.29/2012 stating the date, the time and the venue for
shareholders’ meetings and necessary information regarding the issues to be decided at the meeting.
Each agenda were clearly specified whether it was for acknowledgement, approval or for consideration.
The opinion of the Board for each agenda was also provided.

e Minutes of the 2011 Annual General Meeting of Shareholders No. 28 / 2011

e 2011 Annual Report either in the format of a CD-ROM or printed copy.

o Nomination of Directors:The resumes of the directors who were to retire by rotation in the year 2012
whom the Board had recommended re-elections for another term. KCE provides basic information
on the candidates that include name, age, type of directorship, education, director’s training courses
attended, experience, holding positions in other businesses, participation in meetings during the previous
year and other relevant information.

e Appointment of External Auditors: Details of the proposed auditors including names of the auditors
and their affiliation for consideration.

e Company’s bylaws relating to the Shareholders’ Meeting.
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e Proxy Form as recommended by the Department of Business Development, Ministry of Commerce
in which each individual agenda can be voted specifically.

o A list of documents and identification required for AGM attendance with explanation of appointment
of a proxy, registration process, voting procedure and the counting of the votes.

o Map of the Meeting venue.

Shareholders who cannot attend the meeting can appoint a proxy to the meeting or appoint through
Proxy Form B, on which the shareholders can state their voting preference. The names and profiles of the

independent directors are provided for shareholders voting by proxy.
The Meeting

The 2012 Annual General Meeting of Shareholders was chaired by the chairman of the Board, Mr. Bancha
Ongkosit. All of the KCE directors attended the Meeting. A total of 202 shareholders attended the AGM 2012,
88 shareholders holding 168,115,225 shares attended the meeting and 114 shareholders represented by
authorized proxy holding 82,403,894 shares, a total of 250,519,132 shares, which was 53.98 percent of the
paid up shares of 464,053,769 shares and more than one third of the Company’s paid-up capital constituting
a quorum. The members of the Board of Directors were present in the 2012 AGM which included the
Chairman of the Board of Directors, the Chairman of the Audit Committee and the Chairman of the Nomina-

tion Remuneration Committee.

KCE provided 217 hours registration period and used a computerized bar code system for registration
of shareholders and proxy holders and vote counting. Separate voting slips were provided for each agenda
items. This process provided additional convenience and speed. During the Meeting, shareholders were still
able to register to attend the Meeting and cast votes on agenda items not yet resolved.

Mrs.Tanyarat Tessalee, the Company’s Secretary and Accounting Director, welcomed the shareholders
and introduced the KCE Board of Directors, KCE Management, the Auditors from Ernst & Young Co., Ltd and
the Legal Consultant from C.B.Law. After the Westin Grande Sukhumvit Hotel’s officer explained the safety
measures and location of fire escapes in case of emergency, Mrs. Tanyarat Tessalee, provided a summary
regarding the votes represented at the meeting, explained the voting procedure, vote counting process, the
voting process via computerized bar code, the vote collection process, and the summation of votes as follows:

o After the registration, each shareholders or proxy holders would receive A set of voting cards, one
card for each agenda stated in the notice of the AGM 2012. Each voting card had the name of the
shareholder or proxy, the numbers of the shares owned and the agenda to be voted.

o The Shareholders could vote to disapprove or to refrain from voting and were requested to sign each
voting card. Unmarked voting cards and voting cards that are not returned are to be considered
as approval.

e The signed voting cards were collected from the Shareholders and the proxies after the voting had
been cast, after each agenda had been addressed and discussed. The results of the voting for each
agenda is displayed on the screen and all voting ballots are kept.
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o The Chairman would then either proceed with the meeting or would wait for the result of the vote
count as deemed appropriate. KCE appoints voting observer and inspector to validate the votes at
the AGM.

o At the conclusion of the AGM 2012, the Chairman summarized the results of the voting for each
of the agenda for the assembly.

The KCE Board of Directors gave priority to attending the 2012 AGM and the Chairman of the Board
of Directors presided as the Chairman of the AGM. After welcoming the shareholders, Mr. Bancha Ongkosit,
the Chairman of the Board of Directors, introduced the KCE directors and KCE management.

The Chairman of the Shareholders’ Meeting conducted the meeting by addressing each agenda as
stated in the invitation to the AGM 29/2012 and no other agenda was added to the 2012 AGM.

During the AGM, the Chairman of the shareholders’ meeting allowed shareholders full opportunity to
ask questions and make recommendations, and provided comprehensive clarification when requested. Other
directors and managements also clarified and answered related issues. The meeting minutes and detailed
votes for each agenda item were recorded by the Company’s Secretary. Shareholders were given sufficient
time to pose questions or make suggestions. Detailed and encompassing answers were provided by Board
members and management in response to questions posed by shareholders prior to voting. In counting
votes, the Company abided strictly by its own guideline of one share one vote basis and approval was
based on majority vote. The vote was counted as one vote per share and the resolution was by the majority
votes. If the votes were equal, the Chairman of the meeting would have one vote to decide besides the
votes entitled to as shareholders.

The Company’ s Secretary recorded the resolutions of the meeting by classifying into approval votes,
objection votes and abstention votes for each agenda in writing and also recorded in details: the questions,
the answers and the opinions made during the meeting. Resolutions with voting results were recorded in
the shareholders’ meeting minutes. The 2012 AGM’s duration was for approximately 2-3 hours, in which the
registration started at 12.30 pm. The meeting commenced at 15.00 hr. and ended at 17.30 hr.

Post AGM

KCE submits the resolution of the AGM through the Stock Exchange of Thailand to be posted on the
same day for the dissemination of the information.

Within 14 days post AGM, the resolutions and the voting results of the AGM together with the detailed
record of the questions, the answers, the comments and the opinions during the meeting were reported to
the Stock Exchange of Thailand (SET) and the Securities and Exchange Commission (SEC) and were also
posted in the company’s website: www kcethai.in.th.

For the AGM held in 2012, the Thai Investors Association and the Stock Exchange of Thailand rated
KCE AGM 2012 in the “Very Good” category, with a score in the range of 80-89. The recommendations
made through the assessment will be integrated in future AGM for further improvement.
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Equitable Treatment of Shareholders

KCE recognizes the importance of all shareholders and adheres to corporate governance practice to
ensure the equitable treatment of all shareholders. There is no discrimination of shareholders whether major
or minor, foreign or institutional. The shareholders are protected from abusive action by, or in the interest
of controlling shareholders acting directly or indirectly. KCE’s guideline to foster equitable treatment of
shareholders includes the following.

2.1 Designation of proxies to the Annual General Meeting of Shareholders

All shareholders received equitable and fair treatment and to maintain the rights to the AGM
either in person or by proxy. Shareholders may also delegate their votes to any of the KCE independent
directors. The names and details of each independent director were sent with the proxy forms as
defined by the Ministry of Commerce without condition. All information was provided both in Thai and
in English. All documents sent to foreign shareholders were translated into English. The Company’s
proxy forms comply with the regulations of the Business Development Bureau of the Ministry of
commerce which recommended that each agenda can be voted specifically and separately. In 2012,
the proxy forms sent with Annual Report to all shareholders 17 days prior to the AGM contain the
following instructions for the shareholders:

1. In the event that the shareholder is a natural person:

1.1 Attendance in person: A valid official ID card in where a photograph is shown, e.g. personal

ID card, driver license, or passport.

1.2 Attendance by proxy:

(a) a proxy form, the form of which is attached hereto together with the notice for calling
the annual general meeting of the shareholders, that is completely filled, signed by
the proxy grantor (the shareholder) and the proxy;

(b) a copy of the proxy grantor’s official ID card as referred to in 1.1 certified true and
correct by the proxy grantor; and

(c) an original of the proxy’s official ID card as referred to in 1.1.

2. In the event that the shareholders is a juristic person:

2.1 Attendance in person by an authorized representative of the shareholder :
(a) an original of such authorized representative’s official ID card as referred to in 1.1 ; and
(b) a copy of the Affidavit or Certificate of Incorporation of the shareholder showing the
name of such authorized representative as a person having power and authority to
act on the shareholder’s behalf and such copy of the Affidavit or Certificate of Incorporation
must be certified true and correct by such authorized representative.
2.2 Attendance by proxy:
(a) a proxy form, the form of which is attached hereto together with the notice for calling
the annual general meeting of the shareholders, that is completely filled, signed by
the proxy grantor (the shareholder) and the proxy;
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2.2

(b) a copy of the Affidavit or Certificate of Incorporation of the shareholder showing that
the name of the person who signs in the proxy form as the proxy grantor is an authorized
representative of the shareholder having power and authority to act on the shareholder’s
behalf and such copy of the Affidavit or Certificate of incorporation must be certified
true and correct by such authorized representative; and

(c) an original of the proxy’s official ID card as referred to in 1.1

3. In the event that the shareholder is a non-Thai shareholder or is a juristic person
incorporated under foreign laws:

Provisions specified in paragraphs nos.1 and 2 above shall be applied mutatis mutandis
to a non-Thai shareholder or, as the case may, be a shareholder which is juristic person
incorporated under foreign laws subject to the following conditions:

(a) Affidavit or Certificate of Incorporation of such juristic person may be issued by either
the governmental authority of the country in where such juristic person is situated or
by an officer of such juristic person, provided that such an Affidavit or Certificate of
Incorporation must contain the name of the juristic person, the address of the head
office of the juristic person, and the name(s) of the person(s) having authority to sign
on behalf of the juristic person together with any restrictions or conditions of the power
of such person(s); and

53

English translation is required to be attached for any original document which is not
made in English and such translation must be certified by the authorized representative(s)
of such juristic person.

Facilitation for the shareholders to attend AGM

KCE ensures the equitable treatment of all shareholders, including minority and foreign shareholders.
All shareholders have the right to fair practice without discrimination.

Registration to attend the AGM began 215 hours prior to the commencement of the meeting and
continued through the end of the AGM. AGM registration started at 12.30 hrs. at the Ballroom B, Westin
Grand Sukhumvit Hotel. The venue was chosen for the AGM for its convenient location and to facilitate
accessibility for the shareholders.

KCE staff was presented at the meeting to provide information regarding registration, to collect
and to count vote ballots, to collect questions and to provide any assistance that were required.

o KCE organized a systematic and effective bar code registration process to facilitate the
shareholders attending the meeting. Shareholders and their proxies were expedited through
the registration process with a large number of staff on hand to facilitate the process.

o All shareholders and proxies were provided with the voting slips, one for each agenda.

e Shareholders were offered snacks, souvenirs and refreshments.
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2.3

Voting Cards Procedure at the AGM

KCE uses voting cards for all Meeting agendas and retained voting cards of those who

did not agree with Meeting resolutions or abstained from exercising their rights. For the Director

Election Agenda, the proposed nominees to replace vacancies arising by rotation were considered

individually.

Prevention of use of internal information by directors and staff.

Measures have been taken to prevent insider trading and the misuse of internal information

by the Company’s Board members, management and staff including their spouses and their under- aged

children. Board members and those who have retired from office of no more than 6 months are

prohibited from making any transactions in regards to KCE shares from 1 month prior and 3 days

post-disclosure of the Company’s financial performance. The Company’s Board members and its

executives are required to disclose their investments in KCE shares. Reports of their holding must

be updated and submitted to the Board of Directors on a regular basis. All directors and executives

are to disclose to the board whether they and their related parties have interest in any transaction or

matter directly affecting the company. There were no related - party transactions in 2012.

Penalty regarding the use of internal information by executives and employee

The Company has instituted measures to prevent the use of the Company’s information
by prohibiting the units to which the information is made known from disclosing such
information to irrelevant units or persons.

The Company executives who obtain the Company’s financial information shall not
personally use such information prior to public disclosure and will refrain from the trading
of the Company’s securities for a period of one month prior to the public disclosure of the
Company’s financial statements.

Upon the listing of the Company’s securities on the Stock Exchange of Thailand, the
Company requires that the directors and executives shall have the duty to report their
holding of the Company securities under Section 59 of the Securities and Exchange
Act B.E. 2535 and shall comply with the Notification of the Office of the Securities and
Exchange Commission No. SorJor 14/2540, dated May 21, 1997 re: Preparation and
Disclosure of the Holding of Securities. Non-compliance with this provision will be
subject to a penalty under the Securities and Exchange Act B.E. 2535 and under the
requirements of the Stock Exchange of Thailand. The Company will also take proper
disciplinary action: verbal or written reprimand, probation, termination of employment
by summary dismissal, discharge or deposition, against the persons who acquire
benefit in using or disclosing the Company’s internal information, which may cause
damage to the Company. The severity of punishment shall be appropriate to the intention
and severity of such offence.

Conflict of interest and Related Party Transaction

The Board of Directors does not allow directors, executives and staff to seek personal gains
or to engage in business in direct competition with the company or in transactions that may lead to
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a conflict of interests with the Company. If such a transaction is unavoidable, the Board of Directors
shall ensure that the transaction is carried out with transparency and fairness similar to transactions
carried out with unrelated parties. In all meetings including AGM meeting, the third party who
may have conflicts, interests or any other conflict of interest is to inform the members of the
meeting of the conflict of interest or relatedness and is to refrain from considering or approving
that transaction.

The Company follows the guidelines and procedures as stipulated by the SET since
September 2004 that :

o Information disclosure is a must; should there be any relationship that falls within the
definition as stipulated by the SEC. Disclosure is made on the person or entity that
is related.

o FEach time there is a new management appointment; the Company Secretary sends the
“Details of Related Persons Form” as per the SEC’s guidelines relating to information
disclosure for listed companies on related party transactions, B.E. 2546 for the newly
appointed person to fill and sign-off on the integrity of information provided. The document
is to be returned to the Company’s Secretary who is responsible for summarizing the
information of related persons and business entities for review purposes.

e The information provided to each business unit serves as reference for screening
proposals seeking management or Board of Directors approval.

o Related party transactions are to be disclosed in the Annual Report (Form 56-2) and
the annual disclosure of the Company’s information (Form 56-1). There were no related
party transaction in 2012.

All shareholders have equal access to KCE information through various channels.

Phone : 662-3260196-9

Fax : 662-3260300
Website :  www.kcethai.in.th
E-Mail : information@kce.co.th

Postal Mail: Executives’ Office
KCE Electronics Public Company Limited
125-125/1,17 Moo 4 Lat Krabang Industrial Estate
Chalongkrung Road, Kwang Lumplatew
Lat Krabang, Bangkok 10520

Roles of Stakeholders

KCE is aware of the responsibilities to the stakeholders, respects the stakeholders’ legal rights and
ensures that those rights are protected. The Company provides fair treatment and takes into account the
interests of the stakeholders which include, but not limited to, various groups; the shareholders, the employees,
the management, the customers, the suppliers, the creditors, the community, the society, the government,
the environment, the public,etc. Recognizing the role of KCE as one of the major Thai manufacturing industrial
leaders, KCE places the protection of the environment and safety as one of its priorities.
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The Company encourages active co-operation between the Company and the stakeholders in creating
wealth, jobs and the sustainability of financially sound enterprise and ensures that all business decisions and
actions comply with all applicable laws and regulations. Stakeholders of KCE are treated fairly in accordance
with their legal rights as specified in relevant laws.

The Company sets a clear policy on fair treatment for each and every stakeholder. The rights of
stakeholders that are established by law or through mutual agreements are respected. Any actions that
can be considered in violation of stakeholders’ legal rights are prohibited. Any violation will be effectively
redressed. In the Year 2012, there are no legal issues regarding any of the stakeholders. The Company
provides a mechanism that stakeholders can involve in improving the company performance to ensure the
firm’s sustainability. In order for stakeholders to participate effectively, all relevant information is disclosed to
them in form 56-1, the KCE Annual Report, and the Company’s website www.kcethai.in.th . The stakeholders
can communicate through mail, email, telephone, intranet: KCE Home and the above mentioned website
to the Company any concerns about illegal or unethical practices, incorrect financial reporting, insufficient
internal control, etc. The rights and the confidentiality of any person who communicates such concerns will
be protected. There were no complaints in Year 2012.

KCE honors commitments to stakeholders; competes in business fairly and ethically: provides fair and
equal treatment to employees and assumes the responsibility to society. The policies are clearly stated in
the Corporate Governance Handbook.

Shareholders

KCE continually strives for superior performance, taking into account the current and potential risk
environment. It is our duty to ensure transparency in KCE’s operation and to do our utmost to safeguard
KCE’s assets and to uphold our reputation. KCE performs duties with honesty, integrity and fairness for the
benefit of major and minor shareholders as well as other related parties to:

e Manage for stable long-term sustainable growth while maximizing shareholders’ wealth.

o Knowledgeably execute responsibilities with utmost care and professionalism.

o Safeguard the Company’s assets.

e Disclose sufficient and accurate financial and non-financial information on the Company’s operating

and financial status

Employees

KCE Workforce represents the company’s most valuable asset. Staff development both professionally
and personally are encouraged so that KCE employees can attain the highest level of competence. KCE
employees receive fair treatment with salary and benefits comparable or better to those in the same industry.
Each employee receives an Employee Handbook which defines rules, regulations, procedure, and welfare
for KCE’s employees. The KCE welfare committee looks after the employee’s benefits with subcommittee
for housing, life and health insurance, transportation, scholarship for employees’ children and food services.
KCE focuses on promoting employees’health and safety and competitive remuneration.

KCE had a reward policy that accounts for the performance of the company beyond short-term financial
measure. In the past, the company had offered “employee stock option program” (ESOP) as an incentive
for the employee’s contribution and to help motivate employees’ dedication to reach the company’s goal.
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KCE Newsletter is published quarterly to provide communication within the company while KCE
Gazette is accessible in the company’s website.

Other benefits and activities offered to KCE employees are:

Provident Fund

Health Insurance, Accident Insurance & Group Insurance
Various Bonuses that include : Shift Bonus, Attendance Bonus-For employees who are not absent,
leave, late in the month more than the number of days required. And Monthly Bonus for staff
whose salary is not over Baht.14,000.

Stipend to assist with cost of living for all employees

Housing benefit for all KCE employee

Free general physical and medical examinations are provided annually for employees.

Laboratory blood tests are offered twice yearly as a preventive measure for those working with
chemicals.

Twenty four hour first-aid nursing service is also available at every plant

Financial assistance for: funeral cremation, weddings and gifts for those hospitalized.

Free transportation and uniform including shoes

The right to leave e.g. Personal leave, Sick leave, Annual leave,
Maternity leave, Ordination leave, etc.

Student Scholarship to KCE employee’s children

Lectures on health topics such as Birth Control, etc.
Professional training programs are offered to KCE employees to enhance work efficiency through
Human Resource Development Seminar and Training Courses which include-discipline, team building,
teamwork and leadership.

Free rice and low cost consumer product sale monthly

Courses and training to develop alternative skills and extra income such as mirror art and production
of organic fertilizer.

Religious Ceremony and Merit-making for New Year

Safe Driving with No Alcohol Project for Songkran holiday.

Thai Religious Ceremony on Songkran day.

No Smoking Project
Contest for Best 5S Motto
Safety Exhibition on Safety Day
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Training and Development

KCE have a policy for employee development program to enhance their knowledge and potential. In

2012 the training courses for the Employees included, but not limited to, the following;

No Course Objective Target Group Date Period | No. of
People
Quality
1 Prepreg & Laminate To educate staff for the production All employee November | 4.0 19
Material process of Prepreg and Laminate 23, 2012
2 PROGRAMMING IN To educate How to apply All employee December | 7.0 40
C# WITH MICROSOFT PROGRAMMING IN C# WITH 11-13, 2012
VISUAL STUDIO 2010 MICROSOFT VISUAL STUDIO 2010
3 QC 7 Tools To provide the knowledge in 7 Tools Sr. Supervisor / Supervisor / March 8.0 48
for problem solving Sr. Engineer/ Engineer 9, 2012
4 ISO / TS16949 To educate standard of ISO / TS16949 | Sr. Supervisor / Supervisor / April 8.0 48
Sr. Engineer / Engineer 20, 2012
5 Document Control To train and manage the document QA Document June 2.5 57
System record system with relate for standard 22, 2012
of quality
6 Measuring System To train staff to be able Measuring Sr. Supervisor / Supervisor / July 2.0 44
Analysis System Analysis by APQP system Sr. Engineer / Engineer 5, 2012
7 Failure Mode and Effect | To educate staff understanding of Failure | Sr. Supervisor / Supervisor / July 7.5 48
Analysis (FMEA) Mode and Effect Analysis by processing | Sr. Engineer / Engineer 12, 2012
of Automobile Industry (FA-40)
8 Statistical Process To provide basic statistical knowledge | Sr. Supervisor / Supervisor / | September | 7.0 38
Control : SPC, that can be applied to work Sr. Engineer / Engineer 26, 2012
Level 1 and 2
9 PCB Handling To train How to move PCB effectively | Sr.Officer / Officer / May 6.0 26
and correctly for waste time reduction | Sr.Foreman / Foreman, 23, 2012
Sr. Technician / Technician,
Leader and All Employee
10 | Zero Defect Course To foster the knowledge and APQP Team and QA June 25 57
for APQP team (Advance| understand the concept of “Zero Defect” 15, 2012

Product Quality Planning)

in Production so that the concept can
be applied to the panning and developing
production process that will lead to
Zero Defect

KCE Annual Report 2012




11 | Why - Why Analysis To be able to Why - Why analysis is Sr. Supervisor / Supervisor / March 6 36
used to eliminate losses through and Sr. Engineer / Engineer 9, 2012
to provide a better understanding of
the root cause analysis of the problem
correctly.
Safety
12 | Safety in the workplace | To train the safety in the workplace Sr. Foreman, Foreman, March 8.0 32
for supervisor and Including the prevention and control of | Operator and Management 27, 2012
Management accidents and occupational diseases
13 | PPE (Personal Protection | To educate all employees understand All employee September | 7.0 50
Equipment) the nature, functions, and methods of 13, 2012
use about PPE
14 | Chemical Hazard Training| To train the Chemical Hazard All employee February 3.0 43
For safe / handling, storage and 13, 2012
disposal of chemical
15 | Internal Auditing TLS To setup standardize internal auditing Thai labour standard Board May 70 |12-15
8001 process to be in accordance with Thai 24, 2012
Labour Standard TLS 8001 - 2010
16 | ERT (Emergency To train Emergency Response Team ERT Team July 8.0 25
Response Team) and How to react the emergency issue 21, 2012
17 | Fire Fighting and Fire To educate the way to Fire Flight and | ERT Team and all Employee | December 4 868
Drill Fire Drill 26, 2012
18 | Safety officer Training To educate staff regarding work safety; | Officer December 8 33
safety and relevant laws; prevention 14, 2012
and control of accidents, occupational
health risks, identification of incidence
and illnesses from occupation or
industry.
19 | Continuous 5 S To educate all staff better understanding| All Employee August 7.0 59
of the Sb standard 10, 2012
20 | Emergency control of To help staff to control fires that are Employee associated September | 7.0 40
fire caused by caused by electricity and 29, 2012
short - circuited electricity | flammable gas such as Acetone
21 | JSA - Job Safety To educated How to safety analysis Safety Board May 7.0 40
Analysis with follow the guideline for Hazard 29, 2012
Identification & Risk Assessment
22 | Forklift Skills and Safety | To develop skills in using Forklift and Employee of Warehouse, March 7.30 23
Training to follow safety procedure Material Preparation, Stock 23, 2012
Finished Goods
Human Resource
23 | Home Service System All employees to have a better All employee February 1.0 |30-40
(a system that manages | understanding on how to operate the 24, 2012
KCE internally) Home Service system.
24 | Effective Coaching Skills | To be able understand the effective Sr. Supervisor / Supervisor / March 7.0 40
(Foreman) coaching skills Sr. Engineer / Engineer 16, 2012
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25 | 8D (8D Problem Solving | To improve Quality Control System Sr. Supervisor / Supervisor / | November | 7.0 37
Process) through problem analysis and corrective | Sr. Officer / Foreman / 27, 2012
action as well as preventive action Leader
annually.
26 | KPIs To help staff at all levels to have the Sr. Supervisor / Supervisor / July 1.0 71
knowledge and clear understanding of | Sr. Engineer / Engineer 6, 2012
the concept and able to implement
KPI to measure the performance of
each individual’s work.
27 | Seven habits of Highly To facilitate develop of 7 principles; Sr. Supervisor / Supervisor / | September | 8.0 69
Effective People vision, leadership, interpersonal Sr. Engineer / Engineer / 22, 2012
relationship, communication, empathy, | Foreman and Officer
teamwork and creativity
28 | Teaching Skills To train and educate the teaching skills| Sr. Supervisor / Supervisor / March 7 40
Sr. Engineer / Engineer 16, 2012
29 | How to Control To train and educate How to manage | Sr. Supervisor / Supervisor / March 7.00 35
unexpected event and solve the unexpected problem Sr. Engineer / Engineer 28, 2012
Environment
30 | 1SO50001 : 2011 To point of Workshop on Understanding | Sr. Officer / Officer / Foreman /| March 6.0 49
of 1SO50001:2011 Leader 8, 2012
31 ISO 14001 : 2004 To help employees at the supervisor Sr. Supervisor / Supervisor / | February 8.0 27
level to understand the regulations Sr. Engineer / Engineer 15, 2012
regarding environmentally related issues
32 | Role, Duties and To educate staff better understanding | Sr. Supervisor / Supervisor / October 7.0 35
responsibilities of the of energy conservation Sr. Engineer / Engineer 16, 2012
working committee and
superintendent on energy
management
33 | Awareness of energy To point and participate of awareness | Sr. Supervisor / Supervisor / October 3.0 41
conservation of energy conservation for relate with | Sr.Officer / Foreman / Leader| 5, 2012
law
34 | FAEA 4" Edition% To provide a better understanding of Sr. Supervisor / Supervisor / | February 6.0 40
Control Plan the vulnerability and impact analysis. Sr. Engineer / Engineer 23, 2012
By the standards of ISO / TS 16949 :
2009
35 | Aspect Identification for | In order to comply with law and Sr. Supervisor / Supervisor / August 7.0 36
Environmental System educate safety in the workplace, Sr. Engineer / Engineer 15, 2012
including of environmental system
36 | Leadership for energy To better understanding of rote, duties | Sr. Officer / Officer / Foreman /| September | 7.0 29
management and responsibilities of the working Leader 19, 2012

committee and superintendent on

energy management
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The safety of the employees is utmost important and KCE implements strict safety policy. There have

been various training and seminars for safety, health, environment and other work- related issues to foster

development and improvement of knowledge, skills and to maximize the potential of the employees.

KCE Safety Policy

1

. Work Safety at KCE is every employee’s responsibility; each individual at all levels must collaborate

to contribute to the safety for oneself and others.

. KCE encourages and supports every form of safety - related activities such as training courses, motivation,

improvement of workplace conditions and environment.

. Every supervisor and above has the responsibility of monitoring the safety of the subordinates and

to oversee that the safety rules are strictly adhered to.

. All employees will participate and cooperate with all the company’s safety and occupational health

project.

. KCE will monitor and evaluate the results of the implementation safety and occupational health policy

in order to ensure strict compliance and maximum effectiveness.

In 2012, KCE employees participated in the following activities :

Religious Ceremony and Merit-making for New Year
Thai Religious Ceremony on Songkran Day

Safety Exhibition on Safety Day

Sales Merchandises on Bargain Day

Contest for the best 5S slogan

Safe Driving with No Alcohol Project for Songkran Day
A marathon in the honor of His Majesty the King on December 5"

A marathon in the honor of Her Majesty the Queen on August 12"
Training and seminar on White Factory Project to rid of drugs usage

Customers

KCE strives to achieve customer satisfaction by providing quality products anddelivering exceptional

service to our customers. KCE has a policy to provide products that meet or exceed the customers expectation.

KCE believes in strong ethical standards and carries out our business with uncompromising integrity and honesty

in all respects. KCE protects our customers and maintains the trust placed in us by ensuring that all

information relating to our customers business affairs remains confidential at all time. KCE has set up

sales and support offices globally to ensure customers’ satisfaction.The company develops and maintains a

sustainable relationship with our customers.

Quality Policy

“KCE commits to provide products and services to
meet or exceed agreed requirements for all of
our customers through continuous improvement and
by doing it right the first time.”
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All KCE staff recognizes customers as a priority and aims to provide satisfaction to customers at all
levels. Customers satisfaction surveys are conducted annually and the results of the surveys are utilized
to improve quality service. In 2012, all KCE customers conducted plants visits and audit the manufacturing
process 1-3 times per year. There were no complaints of customers’ dissatisfaction in 2012.

Supplier

KCE believes in being fair and defined conduct ethics in dealings with all parties having a business
relationship with the company. The procurement policy and the service acquisition process are clearly
defined. The material purchasing procedure, the supplier and the subcontractor qualification procedure, the
terms and conditions are set to ensure fairness between the Company and suppliers by way of transparent
procurement system.

The Company abides by the terms and conditions stipulated in contracts and make timely payments.
There have been no disputes with the KCE suppliers or competitors in 2012.

Creditors

KCE is committed to discipline in the operation of our business and ensure that all business decisions
and actions comply with the terms of loan and obligation as well as with all applicable laws and regulations.
The Company observes good standards of behavior and honoring all commitments made to creditors. The
Company performs according to the terms of the loans and respect obligation towards creditors with prompt
communication and information when deemed necessary. Billing date, documents and conditions for payment
are clearly informed to KCE creditors.

Competitors

Business transactions at KCE are performed ethical and with transparency. Business competitions are
conducted fairly without illegal or unethical practices. KCE does not seek for secret information owned by
the competitors in an unethical matter or unsuitably such as payment for the competitor’s employee to leak
valuable information. KCE also does not intentionally damage the competitor’s reputation.

Environment

Recognizing the importance of the environment, since 2007 KCE became a member of the Global
Compact established by the United Nations (UN) and commits to the 10 principles in respect to human
rights, labour rights, the protection of the environment and anti-corruption as follows:

Human Rights

1. KCE supports and respects the protection of internationally proclaimed human rights; and
2. Will not condone to human rights abuses.

Labour Standards

Uphold the freedom of association and the effective recognition of the right to collective bargaining;
Elimination of all forms of forced and compulsory labor;
Effective abolition of child labor; and

o o~ W

Elimination of discrimination in respect of employment and occupation.
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Environment

7. Support a precautionary approach to environmental challenges;
8. Undertake initiatives to promote greater environmental responsibility; and
9. Encourage the development and diffusion of environmental friendly technologies.

Anti-Corruption
10. Work against corruption in all its forms, including extortion and bribery.

High environmental standard is maintained strictly at KCE, complying with the associated law and
regulatory requirements. Energy and natural resources are utilized effectively and efficiently with major
investment in the waste treatment systems. All KCE plants are located within Industrial Estate where
environment protection and impact to environment are conducted strictly. KCE commits to the environment
policy as follows :

Environment Management Policy

“KCE Electronics Public Company, manufacturer and exporter of Printed Circuit Board (PCB)
is committed to establish Environment Management System through complying with the KCE Environment
Management Policy as follows:

o The Company will continuously meet the legal requirement as well as contributes to the
improvement of environmental issues.

¢ Reduction of waste materials

o Effective and efficient utilization of natural resources.

¢ Continuous assessment and evaluation of the environment management system, to review
objectives, and targets to ensure success of the effectiveness of the system.

e Promote and develop staff awareness and responsibility to the environment through
communication, provision of relevant information and cooperation among staff, suppliers, customers,
government agencies, the private sector and the general public.

KCE has been awarded 1SO 14001 which is the Certificate for Effective Environmental Management
System from SGS Thailand and the accreditation from ISO/TS 16949, the Certificate of Quality
Management System of Technical Specification for Automotive Production and Relevant Service Part
Organization,

KCE adhere strictly to the standards and in 2012 was audited and approved by the accreditation
committee on the two surveys performed in February and October 2012 that the Company has adhered
to all the stipulations, meeting the standards of the Effective Environment Management System and
Quality Management System.

In the year 2012, KCE conducted several activities for employees to participate in order to
support the environment safety policy as recommended by ISO 14001 as follows :
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e Appointed a committee to conserve electricity and to reduce energy consumption down to
4.5 kW.hr/sq. ft. The responsibilities of the committee is to :

« Hold monthly meetings to analyze energy utilized and to issue necessary measures to lower
the use

« Investigate the cause of the increased energy consumption and to attain guidelines for
a solution

« Organized activities to promote awareness of the company’s “Saving natural Resources
Policy” among all employees.

« The report of 2012 found that KCE reduced the consumption by 5.36% or by 132,594 baht
per month.

o Project to improve Cooling Tower Chiller.

e Project to improve Pump Cooling Tower Air Comp 700 HP.

o Decrease water utilization by 0.11 cu m / sgft in 2012 with a working team performing the
following:

= Team meeting twice monthly to analyze water usage and to implement necessary measures.

« Investigate the cause of increased water usage in order to develop necessary policy to solve
the problems.

= Encourage employees to participate in conserving water through water-conservation awareness
activities.

e Reduction of waste product from manufacturing process. The goal is set at <0.70% for inner
layer and <4.50% for outer layer. A team was developed to manage this project.

e Activities to promote safety and environment awareness through having a KCE safety
week. Activities include but not limited to provision of environment awareness information,
fun activities, such as quiz and bingo games.

e Organized a program to reduce the use of paper and photo copy to save natural resources by
encouraging employee behavior, learning to organize work and plan. This program was started
since April to May and the result has shown continued monthly reduction of paper use.

Since 2010, KCE have commenced the quality policy system, as follows :

o As KCE has been awarded ISO/TS 16949, Certificate of Quality Management System of Technical
specification for Automatic Productive and Relevant Service Part., SGS has audited and
approved the accreditation June 2012,

e Implementation of a program to improve KCE’s quality standard through “Continuous Quality
Improvement Program” (QIP) by the crossed-functional team. The goals of the program are
to reduce waste and to improve the quality of the production process. The team responsible
consists of personnel from different departments such as Engineering, Process Engineer, Planning
Control, Production Quality and other related departments. The Team is meets every week,
for further improvement.

o Addition of new technology such as Auto Visual Inspection (AVI) which is capable of detecting
surface defects more effectively and rapidly to prevent cosmetic rejection from customer.
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KCE is dedicated to create more environmentally friendly products to produce Environmentally
safe PCB products and work with our customers and raw material suppliers to produce environmentally
friendly products such as Lead-Free and Hallogen- Free Products as well as the use of environmentally
friendly packaging material by using bubble packaging product instead of plastic foam.

Society and Community

KCE values the importance of contributing to community, society, religion and culture, natural resources
and the environment and that of the general public. The Company promotes a culture of being socially
responsible for all staff levels.

KCE has organized activities that are environmentally and socially related in various forms by focusing
on the efficient economy concept, improving the education standard for younger generations, health and
mind developments and other activities related to arts and sports.

In 2012, KCE together with the employees have participated in the following activities to
contribute to the community, religion and the public :

e Gift donation for the children on Children's Day in area near Lat Krabang Industrial Estate

o Gift Donation for the children of lam-Suree School and Nikot School in Samutprakarn Province

e Public Service activity through beach cleaning at Hua Hin, Petchaburi

o Public Service activity through beach cleaning at Cha-Am, Petchaburi

e Mangrove Planting in honor of Her Majesty the Queen and His Royal Highness Crown Prince
Maha Vajiralongkorn at Bang Poo, Samutprakarn

o Twenty scholarship funds, each at 2,500 Baht to the children of KCE employees

o Scholarship donations for Kok Lamduan School, Amphur Srikornphum, Surin Province

e Scholarship donations to the chilldren of the soldiers in Surasi Military Camp, Kanchanaburi

e Donation sport equipment for Surasi Military Camp, Kanchanaburi

e School equipment donation for disadvantage children of Petchaburi Panyanukul School, Petchaburi
Province

e Scholarship and school equipment donation to Wat Khao
Tamone, Petchaburi Province

e Poppy sale support on Veterans Day -

e Social activity with Lumputtra Community such as training /N
for Enzyme lonic Plasma and EM (Effective Micro-organisma) g»
to increase the agricultural productivity and waste treatment.

e Sponsor for “Love & Care for the Elders Project” at Wat
Bung Bua Community, Lat Krabang

e Blood donation by KCE employees to the Red Cross through Lat Krabang Industrial Estate
for Blood Donation Project.

e Blood donation by KCE employees through Red Cross Mobile Units.

e Scholarship donations for Mahidol University graduate students.

¢ Donations of money and other necessary items, such as rice, preserved food and medicines,
to help patients with HIV at Wat Phrabat Nampu, Lopburi.

e CSR Activity # 1 - Social activities at Nong Hin School, Suphanburi on November 3, 2012

e CSR Activity # 2 - Social activities at Tung Pajarn School, Uthaithani Province on December
3, 2012
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Disclosure and Transparency

KCE recognizes the importance of information disclosure because it greatly affects decision - making
by investors and stakeholders.

KCE discloses accurate and complete corporate information, both financial and non-financial as specified
in relevant regulations in timely and transparent manners through various channels, the SET Community
Portal (of the stock Exchange of Thailand), Annual Statement (Form 56-1), annual reports, as well as via
company website www kcethai.in.th (Thai and English) to ensure factual presentation of vital information
and transparent business practices. KCE distributes the annual report, financial statement and information
explaining features of KCE’s performance in the previous year to shareholders annually for the Annual
General Meeting of Shareholders.

The Company has established a policy for External Communications as recommended by the Principles
for Ongoing Disclosure and Material Development Reporting by Listed Entities to be practiced by staff
members as follows:

o KCE strives to give all parties an equal treatment consistently within the set framework by
avoiding favoritisms or situations where conflicts of interest may arise.

o Dissemination of KCE information will be made clear, accurate and transparent. The information
is to be credible and straightforward, and distributed to stakeholders in a clear, easily
understood, and timely manner.

o Any release of KCE information will be ensured that it does not jeopardize client relationships,
or breach regulations concerning confidential information of clients, shareholders or other
stakeholders.

o KCE employees must follow KCE’s Code of Conduct where sensitive information is involved.

o Spokespersons for KCE concerning sensitive information are limited to the Chairman of the
Board. The Managing Director or a Director or an executive can be designated by the Chairman
of the Board to act as a spokesperson to release information about selected important issues.

KCE emphasizes disclosure of information by consistently adhering to the principle of transparency,
fairness, completeness, promptness and accuracy by:

o Disclose accurate, complete and timely financial information and non- financial information.

e The Board is responsible for the company’s and its subsidiaries’ financial reports, the
Board’s statements and the Audit Committee’s report are presented in the Company’s
Annual Report. All information presented in the financial reports is correct, in accordance
with generally accepted accounting principles and standards, and has been audited by an
independent external auditor and is up to date.

e The summary of the corporate governance policy together with the implementation of the
policy is presented through various channels such as the company’s annual reports and the
company’s website www.kcethai.in.th.

e The directors and the executives’ remunerations with the amount of payment that corresponds
to the contributions and responsibilities of each person are also disclosed via the same channel.
The amount representing the directors’ fee from the subsidiaries is to be disclosed.
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o Disclose audit and non - audit fee.

e The Corporate Governance report also describes the roles and responsibilities of the directors
as well as provides the number of meeting and attendance of each director each year.

o All directors are to disclose and/or report their securities trading and holding to the Board of
Director’s meeting.

All annual report can be downloaded in both languages from our website. Further information
can be obtained by contacting the company’s investor relation at 02-3260196 ext. 112, 114.

The Company provides a mechanism to facilitate stakeholders’ involvement in improving the
company performance to ensure the firm’s continuous growth and success. In order for stakeholders
to participate effectively, all relevant information is disclosed in the form 56-1, the KCE Annual Report,
the Company’s website, www.kce.hg.com, www.kcethai.in.th. The stakeholders can communicate
through mail, email, telephone and the mentioned website to the Company any concerns about illegal
or unethical practices, incorrect financial reporting, insufficient internal control, etc.

Investor Relations

The member of the Board of Directors appointed as the company public relation representative meets
regularly with analysts and the press as requested. Analyst briefings and press conferences are additional
channels of distributing corporate information.

In 2012, the Chairman of the Board, the directors and the senior executive provided information to
investors 8 times in teleconferences, individual meetings and company visits. There were six analysts’ meetings
held in 2012. KCE also participated in Company Visit with the Stock Exchange of Thailand to provide information
to shareholders and investors on March 14", 2012.

Meeting Investors

KCE joined investor-meeting activities to ensure that senior executives and Investor Relations meet
investors and explain specific information on performance, strategic plans, guidelines on business growth
and a summary of major events, including answering questions.

Roles and Responsibilities of the Board

The KCE Board of Directors participate in setting the direction for the growth and the development
of KCE, through determining the strategies and policies and giving advice and recommendations, as well as
in directing, overseeing, and monitoring the status and progress of the various operational aspects of the
Company on a regular basis. The KCE Board of Directors has a key role in setting the ethical tone of the
company which goes beyond compliance with the law.

In 2012, the Company’s Board of Directors consisted of 8 directors. All are knowledgeable and competent
with the skills, experience, and expertise that are useful to the company. Each board member has contributed
both time and dedication to KCE creating a strong board of directors to determine the business directions
and policies, to supervise and monitor the company’s operations to ensure all activities are conducted in
accordance with relevant laws and ethical standards. All directors understand their roles and responsibilities
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and the nature of the company’s business. They express their ideas independently with vision and leadership
and always update themselves. KCE Directors perform their duties in good faith, with due diligence and
care, in the best interest of the company and all shareholders and in accordance to the principles of good
corporate governance.

The Structure of The Board of Directors

KCE Board of Director is composed of a total 8 directors, three of whom are independent directors,
equivalent to more than one third of the board size. There are two executive directors and three non -
executive directors. The term for service for each directorship is three years; the director tenders his/her
resignation at the end of the term and can be re-elected by voting in the AGM. The age of retirement is
completing 75 years of age prior to the next AGM. The directors’ nomination process is transparent, without
any influence of controlling shareholders or management, and credible to all (details in minutes of 2012 AGM
at www .kcethai.in.th). There is a board diversity within the structure of the Board of Directors.

KCE Board of Directors

1 Mr. Bancha Ongkosit Chairman and Managing Director
2 Lt. Gen. Suprija  Mokkhavesa M.D Director / Independent Director
3 Mr. Panja Senadisai Director

4 Chantima Ongkosit, M.D. Director

5 Mrs. Ubol Chiramongkol Director / Independent Director
6 Mrs. Voraluksana Ongkosit Director and Executive Director
7 Mrs. Siriphan Suntanaphan Director

8 Mr. Paitoon Taveebhol Director / Independent Director

Among the Board Directors, five have been appointed as authorized directors, namely, Mr. Bancha
Ongkosit, Mr. Panja Senadisai, Dr. Chantima Ongkosit, Mrs. Siriphan Suntanaphan, and Mrs. Voraluksana
Ongkosit. Any two of the authorized directors are authorized to sign jointly on behalf of the company.

Policy on Appointment and Term of KCE Directorship

o Appointment: The appointment of KCE director is though majority voting at the AGM. Each
share held by one shareholder is equivalent to one vote and voting is separated for each
individual candidate nominated. The directors who retired by rotation are to refrain from voting.

e Duration of Director’s Term: The term for all directorships is three years. At AGM, one
third of directors would end their term. If the number of the subjected directors could not
be divided exactly into three parts, the number of directors to end the directorship must be close
to the 1/3 ratio as much as possible and can be re-elected by voting in the AGM. In choosing
those directors who retire, length of service on the board should be considered, so that those
who have served longest are most eligible to retire. Nevertheless, a retiring director is eligible
for re-election.
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Aside from retirement from directorship at the end of the specified term, directorship can
be terminated by any of the following conditions :

=« Death

= Resignation (effective from the day the Company receives the resignation letter)

« Unqualified or prohibited from holding director’s position as stated in the Public Company
Act B.E. 25635°’s Article 68.

= Termination by shareholders’ resolution at the Annual General Meeting, in accordance with
the Public Company Act B.E. 2535’s Article 76.

« Terminated by court order.

Vacancy: When there is a director vacancy due to other conditions rather than by rotation, the
Board of Directors appoints a qualified person as submitted by the Nomination Committee,
who meets the criteria as required by the Company Article of Association to fill the position
and attend the next Board of Director’s meeting unless the expiration of the term of such
director ends in less than two months before the next Annual General Meeting. No less than
three fourth of the number of remaining directors must approve the appointment of the said
director. The appointed director will remain in office until the next Annual General Meeting.
Number of Consecutive terms: The Company believes that each of its elected directors is a highly
qualified individual who is knowledgeable and effective. If shareholders show confidence in a
director by re-electing him or her, the Board of Directors will honor that decision.

The members of the Board of Directors are not to hold than five board seats in public-listed
companies.

Scope of Authority and Duties of the Board of Directors

The Board of Directors has the following authorities:

1.

Acting in a best interest of shareholders (Fiduciary Duty) by observing the following four

main practices:

1.1 Performing its duties with all circumspection and caution (Duty of Care)

1.2 Performing its duties with faithfulness and honesty (Duty of Loyalty)

1.3 Performing its duties in compliance with laws, objectives, Articles of Association, and
resolutions of shareholders’ Meettings (Duty of Obedience)

1.4 Disclosing information to shareholders accurately, completely, and transparently (Duty
of Disclosure)

Establish the vision, mandate, policy, operational and budget plan and supervise the performance

of top executives to efficiently and effectively comply with the policy for the security, the

balanced and sustainable interest of all stakeholders.

Undertake the Company management in compliance with the law, the Company objectives

and Articles of Association and the resolutions of the Shareholders Meeting with integrity

and in good faith, to protect the Company interest.

Review and endorse the management strategy.

Review the Company’s operational and development plan in order to be competitive in the

international arena.

Conduct assessment of the Company performance result and the performance of executives.

Supervise and examine the financial report system for accuracy, transparency and adequacy.
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8. Comply strictly with the Company supervision policy.

9. Review the determination of directors and executives remuneration for the best and sustainable
interest of the Company and the shareholders.

10. Supervise the process of appointment and election of directors for the purpose of transparency
and clarity.

11. Monitor and manage any conflict of interest which may occur. Promote awareness of the
importance of the internal control system and internal audits to reduce the risk of fraud,
abuse of authority and prevent any illegal acts.

12. Protecting the right of the all shareholders and stakeholders. Monitor and supervise the
disclosure of information and communication in an accurate, complete and transparent manner.

13. Review the recruitment and nomination of executives for necessary replacement.

14. Set the Company managerial plan and policy and review the Company’s operational result.

15. Overseeing and developing the risk management system, and the Corporate Governance
of KCE to reach the standard accepted internationally.

16. Assess the Board and its committee performance annually and each individual director
performs a self assessment.

17. Attend all meetings of the Board of Directors and Shareholders’ Meetings, except in unavoidable
circumstances with advance notification to the Board or the Secretary to the Board.

When deemed necessary and appropriate, the Board of Directors may seek external consultation
from external consultants or experts in other fields.

Corporate Governance Policy and Business Ethics

The Board of Directors has emphasized on good corporate governance which can be classified
into 5 sections as follows:

e Shareholders’ Rights

o Equal Treatment to Shareholders

o Roles of Stakeholders

e Disclosure and Transparency

o Responsibilities of the Board of Directors

In the Year 2012, compliance with good corporate governance policies was evaluated. The results
of the evaluation indicate that the Company was in compliance with most of the specified guidelines
and policies,

Internal Control and Audit System

The Board of Directors has put emphasis on having an efficient and effective internal control system.
The Internal Audit system monitor and ensure that the Company has and is in compliance with the prescribed
policies and guidelines regarding operating control, financial reporting, information technology as well as
applicable rules and regulations as required by competent authorities. The compliance unit shall determine
an audit plan that fully covers operations of all functions, and the plan shall be evaluated every quarter.
Sufficiency of internal control systems shall also be evaluated every quarter as well. In the Year 2012, the
Company was in full compliance with its operating policies and applicable rules, regulations and guidelines
as prescribed by the relevant authorities.
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Conflict of Interest

The Board of Directors set up a clear policy regarding consideration and approval of matters that may
cause conflict of interest. Directors shall disclose their conflict of interest prior to the meeting, if any. Directors
are not allowed to attend or vote in the meeting should there be a conflict of interest. In case there may
be any transactions or matters with material conflict of interest, the Board of Directors may assign the Audit
Committee to consider and propose their opinion to the Board of Directors.

Risk Management Policy

The Company may face both internal and external business risks in its operation. To order to combat
with such risks, the Company has continually developed and implemented risk management systems.

Overview of Risk Management

e Risk management at both policy and operating level shall be under the responsibility of each

subcommittee.
o QOperation of the Company is under the organizational structure, with check and balance mechanisms.
Independent Directors

KCE Independent Directors exercise its duties of monitoring managerial performance and preventing
conflicts of interest, exercising objective judgement by being independent of management, follow the criteria
of SEC and SET as follows :

o Shall not hold share exceeding 0.5% of the voting shares of KCE its subsidiaries, associated, or related
companies (including the shares held by connect parties under Section 258 of Securities and Exchange
laws).

e Have not been or are not involved in the company as any of the following:

« The management,

« Employees, or former employees of the current external auditor

« Former wage earners including an audit advisors, legal or other advisors of KCE

« Employed by KCE, or

« Have control over KCE, its subsidiaries and associates,

« Juristic persons that could pose conflicts of interest, except when such qualifications have ended
for more than two vyears.

« Have had business relationship with the company in the past two years.

e Have absolutely no vested interests in KCE, its subsidiaries, associates or related companies, or
juristic persons with possible conflicts of interest hampering independent exercise of discretion
including customers, business partners, and trade or loan creditors/debtors.

e Are not close relation related by blood or by registration or have other relationship that could
deprive independence with the management, major shareholders of KCE, KCE Group companies,
associated companies, or juristic persons that could pose conflicts of interest.

e Not being appointed as an agent to preserve the interests of directors or major shareholders.
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Independent Directors

1. Lt. Gen. Suprija Mokkhavesa M.D Independent Director
2. Mr. Paitoon Taveebhol Independent Director
3. Mrs. Ubol Chiramongkol Independent Director

All KCE directors meet the qualifications as specified above. There were no related transactions
or conflicts of interests in 2012.

The company has three independent directors, three directors and two executive directors,
one who is the company’s chairman and managing director and the other is the Executives’ Office
Director. None of the executive director serves on other board of publicly listed company. The non-executives
directors have competence, skills, knowledges, and experiences in the company industry.

Board of Directors’ Meetings

The Board jointly schedules meeting dates for entire year in advance, with monthly meeting a
year. and special rounds of meetings could be called as deemed necessary. In 2012, there were 13
Board meetings.

The Chairman and the Company Secretary jointly set a clear agenda before each Board meeting.
All Directors can freely propose their agenda items for consideration by the Chairman before inclusion
in a meeting.

The Company Secretary, Mrs. Tanyarat Tessalee, is professional and qualified with education
and experiences in accountancy and finance.

The Company Secretary submit meeting documents that can be revealed in written form
without affecting KCE’s business operations to the directors at least 7 days in advance for consideration,
together with invitation letters specifying the agenda, meeting date, time and place. In emergencies,
to protect the Company’s rights or interests, an appointment for such meeting through other methods
at shorter notice. Requests for more information could be obtained from the Executive Office. Members
of the Board could also request for required additional agenda item for the Board Monthly Meeting.

During each meeting, the Chairman allocates enough time for discussion of each significant
issue and encourages all directors to express ideas with the Company Secretary and legal department
in attendance to take notes. The meeting usually required approximately 3 hours. The executives with
direct responsibility pertaining issues discussed in the meeting could be invited to clarify and provided
information. The Company’s attorney attended all the meeting, recorded the minutes and managed
all documents as well as giving advice to the Board of Directors and Executives regarding compliance
issues. Director who has a vested interest in the agenda item must abstain from meeting.The company
requires a minimum of quorum of at least 2/3 for board decision.
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In 2012, there were a total of 13 Board of Directors’ Meetings, all directors attened more than
75% of the meetings in 2012. The meeting attendance of each director is as follows:

Name Attendance / Total Meeting
1. Mr. Bancha Ongkosit 13/13
2. Lt. Gen. Suprija Mokkhavesa, MD 12/13
3. Mr. Panja Senadisai 13/13
4. Chantima Ongkosit, MD 13/13
5. Mrs. Ubol Chiramongkol 13/13
6. Mrs. Voraluksana  Ongkosit 13/13
7. Mrs. Siriphan Suntanaphan 13/13
8. Mr. Paitoon Taveebhol 9/13

Role of the Chairman

The Chairman functions as the leader of the board. He has the responsibility of setting board
agenda, providing information to directors, and to conduct open boardroom discussions, enabling the
directors to generate the effective board debate and discussion and provide the constructive challenge
which the company needs.

The Chairman works to create and maintain the culture of openness and constructive challenge
which allows a diversity of views to be expressed. The Chairman is also available to shareholders for
dialogue on key matters of the company’s governance and where shareholders have particular concemns.

Directors’ Training

The directors at KCE are encouraged to seek extra training to enhance their knowledge and
understanding in good corporate governance, the rules and regulations, directors’ role and responsibility
in corporate management for high efficiency and ethics.

Summary of the directors’ training programs

1. Mr. Bancha Ongkosit
e Directors Accreditation Program (DAP) - 2004
2 Lt. Gen. Dr. Suprija Mokkhavesa, MD
o Directors Accreditation Program (DAP) - 2004
¢ Finance For Non Finance Director - 2004
e Internal Auditors Work Effectively with Audit Committee - 1999
o Audit Committee Program - 1999
e Role and Duties of Audit Committee, Stock Exchange of Thailand (SET) - 1998
3. Mr. Panja Senadisai
o Corporate governance for Directors and Executives of State Enterprises and Public
Organizations - 2009
o Executive Directors Course by Capital Market Academy - 2009
e “Role of Compensation Committee” Thai Institute of Director Association (IOD) -2007
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o Audit Committee Program (ACP) - 2004
e Directors Certification Program (DCP) - 2002
4 Chantima Ongkosit, MD
o Directors Certification Program (DCP) - 2008
e Finance For Non-Finance Director - 2004
¢ Directors Accreditation Program (DAP) - 2003
5  Mrs. Ubol Chiramongkol
¢ Finance For Non-Finance Director - 2004
¢ Directors Accreditation Program (DAP) - 2003
o Audit Committee Program (ACP) - 2000
e Internal Auditiors Work Effectively With Audit Committee - 1999
e Continuing Development Program for Audit Committee - 1999
6. Mrs. Voraluksana Ongkosit
e Financial Instrument for Directors - 2012
« Directors Certification Program (DCP) - 2008
» Thai Directors Compensation Survey - 2005
¢ Finance For Non-Finance Director - 2004
¢ Directors Accreditation Program (DAP) - 2003
7 Mrs. Siriphan Suntanaphan
e Directors Certification Program (DCP) - 2008
¢ Finance For Non-Finance Director - 2004
¢ Directors Accreditation Program (DAP) - 2004
8. Mr. Paitoon Taveebhol
e Monitoring the Internal Audit Function (MIA) - 2010
e Monitoring the System of Internal Control and Risk Management (MIR) - 2010
o Monitoring the Quality of Financial Reporting (MFR) - 2010
e Role of the Compensation Committee (RCC) - 2010
e Monitoring Fraud Risk Management (MFM) - 2009
e Chartered Director Class (R-CDC) - 2008
e Audit Committee Program (ACP) - 2005
e Role of Chairman Program (RCP) - 2005
o Director Certification Program (DCP) - 2003
o Director Accreditation Program (DAP) - 2003

Subcommittees

The Board of Directors sets committees to study and screen special tasks on behalf of the
board especially issues that needed unbiased opinions. Committees have a clear scope of their work,
roles and responsibilities as well as the working procedures such as meetings and reporting to the
board. All committee members and the chairman of each committee are independent directors.

KCE Annual Report 2012



1. The Audit Committee

The Company complies with the law by establishing an Audit Committee staffed with all
independent directors.The internal audit reports directly to the Audit Committee.

The Audit Committee comprises of three Independent Directors :

1. Lt. Gen. Suprija Mokkhavesa M.D. Chairman of Audit Committee
2. Mrs. Ubol Chiramongkol Audit Committee
3. Mr. Paitoon Taveebhol Audit Committee

In 2012, KCE held 5 Audit Committee meetings. Agendas were sent to the committee members
for at least 7 days in advance and all members of the Committee attended the meeting. The Report
from the Audit Committee can be viewed in the annual report.

Name Attendance / Total Meeting
1. Lt. Gen. Suprija Mokkhavesa M.D. 5/5
2. Mrs. Ubol Chiramongkol 5/5
3. Mr. Paitoon Taveebhol 3/5

The Audit Committee meets the following criteria:

¢ Independent from management and major shareholders to the extent that there
is no influence on either the audit of its inquiries.

o Have sufficient knowledge of business, accounting and finance to be able to understand and
identify problems and give competent advice.

o Have authority to access any information and documents, to request any executives and employees
for additional information and clarification, and to contact and consult external auditors directly.

o Establish independent networks, such as internal audit unit to act as a secretary and follow
up work for the Audit Committee.

o Have full support of the board of directors and key executives, who understand the committee’s
role in relieving the board of certain duties and responsibilities, to reduce the company’s risk,
build up shareholder confidence, and maximize value to the company.

Scope of Authority, Duties and Responsibilities of the Audit Committee

e Conduct an audit to ensure that the Company has prepared accurate and adequate financial
reports and have the auditor attend the Committee Meeting quarterly;

e Conduct an audit to ensure that the Company complies with the Securities and Exchange Act,
the Requirements of the Stock Exchange of Thailand and other laws relating to the Company’s
business;

e Review the disclosure of the Company’s information in the case of connected transactions
or transactions which may cause conflicts of interest, in order to ensure that such transactions
are accurate and complete;

e Conduct an audit to ensure that the Company has proper and effective systems of internal
control and internal audit, conduct an audit of the result, guidelines and assessment of the
review of Company operations in accordance with generally accepted procedures and standards
and coordinate with the Company’s auditor;
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e Review, select and nominate the Company’s auditor, and review the proposed determination
of auditing fee;

e The Audit Committee has responsibility for making a recommendation and approval on the
appointment, reappointment and removal of the external auditor.

e The Audit Committee is responsible to the adequacy and integrity of the company’s internal control,
systems for risk management, and compliance with the law and relevant standards

o Make an assessment of the Company’s major risks and give advice to minimize the magnitude
of such risks;

o Ensure the integrity of reporting, internal control, and risk management systems.

e Approve the nomination and transfer, and review the rewarding or punishment of the Chief of
the Company Internal Audit Unit;

o Approve the audit plan of the Internal Audit Unit; Review the budget plan and the manpower
of the Internal Audit Unit;

e Review and make an assessment of the supervision performance of the Audit Committee
and prepare the report of the Audit Committee to be disclosed in the Company annual report;

e The Chairman or the members of the Audit Committee shall attend the Shareholders Meeting
in order to give explanation on the matters relating to the Audit Committee or the appointment
of the Company’s auditor;

o Review and revise the update of the Charter of the Audit Committee annually (if it is deemed
appropriate); and

o Take any other actions as assigned by the Board of Directors, including the appointment of the
Chief of the Internal Audit Unit or the appointment of the Senior Manager from the Company
Secretariat as Secretary of the Audit Committee.

2. The Remuneration Committee

In accordance with the good corporate governance and the desirable guidelines for the Board of
Directors of the listed companies on the Stock Exchange of Thailand, the Company’s Board of Directors
have appointed the Remuneration Committee to set the remunerations pursuant to the written
policies as follows:

The Remuneration Committee is comprised of three directors:

1. Lt. Gen. Suprija Mokkhavesa, M.D.  Chairman of the Remuneration
committee/ Independent Director

2. Mr. Panja Senadisai Non-Executive Director

3. Mrs. Ubol Chiramongkol Independent Director

Scope of Authority and Duties of the Remuneration Committee

e Determine fair and reasonable procedures and requirements for remuneration payment to directors
and the Managing Directors and propose the same for the approval of the Shareholders Meeting.

o Evaluate the performance result of the top executives individually, as proposed by the President,
for the purpose of the determination of remuneration prior to the annual submission for approval
of the Board of Directors.

e Propose guidelines and procedures for payment of remuneration and other benefits to the
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Board of Directors and sub-committees appointed by the Board of Directors.

Comply with the duties assigned by the Board of Directors.

In setting the remuneration, the remuneration committee will consider the directors’ duties,
responsibilities and the remuneration rate of comparable listed companies on the Stock Exchange
of Thailand. The committee is responsible for monitoring and studying changes and trends in
the remuneration of the Board of Directors. The directors’ remuneration should be adequate
to provide incentives for the directors to perform their duties to ensure the Company’s
success and achievement of the desired business direction. The remuneration should be
considered with transparency to ensure the shareholders’ confidence.

Report to the Board of Directors after every meeting of the remuneration committee

In 2012, the remuneration of directors in fiscal year 2012 was approved at the Annual General
Meeting No. 29 / 2012 held on April 27", 2012 as follows:

Remuneration for Chairman of the Board of Director Baht. 1,250,000 / year and KCE Director
at Baht. 600,000 / year.

Attendance Fee for Chairman Baht. 30,000/meeting and Baht. 25,000/person/meeting for other
Directors.

Remuneration for Chairman of the Audit Committee is Baht. 400,000 / year and Baht. 300,000 /
person / year for Audit Director.

The Nomination Committee

The Nomination Committee is composed of three directors, two are independent directors and

one is a non- executive director. The Committee is in charge of the nomination of persons qualified

to become directors to replace those who are retired by rotation, or other reasons.

The Nomination Committee of the Company consists of the following directors:

1.

Lt. Gen. Suprija Mokkhavesa, M.D. Chairman of Nomination Committee /
Independent Director

2. Mr. Panja Senadisai Non-Executive Director

3. Mrs. Ubol Chiramongkol Independent Director

The Nomination Committee performs the following duties:

Specify qualifications of any person to be nominated for directorship and lay down the director
nomination process to replace the retiring director, considering diverse candidates with skills,
experience, and expertise

Identify qualified candidates to replace directors retiring at the end of their term, or whatever
the case may be and submit a list of nominees to the Board of Directors and/or Shareholders’
Meeting for resolution.

Recommend a plan for succession of the Company’s CEO and the top executives to the Board
of Directors for consideration.

Perform other duties as assigned by the Board of Directors.
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The Executive Committee

To ensure the best efficiency in the Company’s management in line with the direction, policy
and objectives stipulated by the Board of Directors as well as to ensure the prosperity and sustainability
of the business, the Board of Directors has appointed Executive Committee with the scope of responsibilities
authorized by the board in writing. The current Executive Committee consists of 3 members who have
knowledge and capability in management as follows:

Name Title

1. Mr. Bancha Ongkosit Chairman/Managing Director

2. Mrs. Voraluksana Ongkosit Director /Executives’Office Director
3. Mr. Pitharn Ongkosit Deputy Managing Director

Scope of Authority and Duties of the Executive Committee

1. Supervise the performance of the Management in accordance with Company policy, have
overall responsibility for and take control of the expenses and investment funds as outlined
in the Company’s Annual Plan as approved by the Board of Directors.

2. Review the performance result under the management policy and determine the position,
strategy and operational plans in order to achieve the Company’s ultimate goal.

3. Take responsibility for the performance results of the Management and give advice for
troubleshooting in order to efficiently achieve the Company’s goal.

4. Take control of the Company’s expense budget as assigned by the Board of Directors or
as outlined in the Company’s Annual Plan.

5. Be responsible for and approve the procurement of long-term and short-term loans and the
opening and closing of the Company’s bank accounts.

6. Provide information and advice to the Board of Directors in support of any decision-making
for the Company.

7. Solve problems or conflicts which have impact upon the organization of the Company.
Maintain efficient communication with the stakeholders.

Review the Company’s fundraising plan for further submission to the Board of Directors.

10. Approve the appointment of advisors for specific areas, as required by the Company’s business
operations.

The authorization, as stated above, granted to the Executive Committee shall be subject to the
requirements of the relevant laws and the Company’s rules and regulations. However, the Executive
Committee is not authorized to approve any action which will cause or may cause a conflict of interest
or of persons (as specified in the SEC Notification). In such case, the Executive Committee shall address
such matters to the Board of Directors for their further consideration.

Combined and Segregation of Positions

Mr. Bancha Ongkosit, holds the position of the Chairman of the Board of KCE Electronics
Public Company Limited and the Managing Director. This is deemed as a requisite for the ongoing
success of the Company as the Mr. Bancha Ongkosit, the pioneer and founder of the first Thai-owned
Listed Electronics Company to manufacture world class high quality PCB offers his unique expertise,
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knowledge, skills and experience that cannot be yet substituted until KCE succession plan for Top

Executive Position is accomplished. However, the power and authorities for each position are clearly

separated and defined. The Chairman of the Company is one of the directors, who act as a unitary

group (the board). Therefore, the Chairman of the Board has neither the absolute nor superior powers.

The Public Company Act describes the additional responsibilities and duties of the Chairman such as:

e Acting as a chairman at board meeting

e Having a casting vote

e Calling board meetings, and

e Acting as a chairman at shareholder meetings

Scope of Authority and Duties of Managing Director

According to the Company’s Articles of Association, the Managing Director has authority and

duties in respect of the management of the Company as assigned by the Board of Directors and

shall manage the Company by strictly complying with the plan and budget as approved by the Board

of Directors honestly, faithfully and carefully, and protect the best interest of the Company and the

shareholders. The authority and duties of the Managing Director shall include the following matters

or activities:

1.
2.

Supervise the business operations and/or general management of the Company.

Employ, appoint, remove, transfer, promote, demote, reduce salary or wages, or take disciplinary
actions against the staff and employees, and give summary dismissal to the staff and
employees, except for the position of Head of Department or equivalent for which the
dismissal requires the approval of the Board of Directors, as stipulated in the Working Rules.

Be authorized to direct, contact, instruct, take action, enter into legal acts, agreements, directives,
notices or any letters in order to communicate with government agencies, state enterprises
and other persons, as well as take any necessary and appropriate action to complete the
aforementioned actions.

Give approval and authorize sub-agents in granting approval to the payment for procurement
of property and services, for the Company’s benefit. The Managing Director’s authority
to approve payment is limited to Baht 800 million for normal commercial transactions and
Baht 400 million for procurement of other property. The payment exceeding the limit of the
Managing Director’s approval shall be proposed for approval of the Executive Committee.

Direct the preparation and submission of the Company’s business policy, as well as business
and budget plans for the approval of the Board of Directors, and report the progress under
the approved business and budget plans to the Board of Directors quarterly.

Manage or undertake the business in accordance with the policy, business and budget plans
which are approved by the Company Board of Directors and/or the Company Executive
Committee.

Be eligible to authorize sub-agents and/or assign other persons to perform certain duties. Such
authorization and/or assignment shall be subject to the extent of authorization under this
Power of Attorney and/or in accordance with the regulations, rules or directives stipulated by
the Board of Directors and/or the Company.
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8. Approve the appointment of the authorized signatory for checks or money-ordering documents
of the Company, as well as agreements, accounting and financial documents and general
documents.

9. Act as management advisor in respect of the financial, marketing, human resources and other
operations policy which is related to the Company business operations.

10. Approve the appointment of advisors for specific tasks as required for the Company business
operations.

11. Act as the Company’s authorized person in managing the Company business, in all respects,
in accordance with the Company’s objectives, rules, policies, regulations, codes of conduct,
directives, resolutions of Shareholders Meeting and/or resolutions of the Board of Directors
Meeting and the Executive Committee.

However, the authorization granted to the Managing Director, as well as the authorization
granted to a third party who is approved by the Managing Director shall exclude the authority and/
or authorization to approve any transaction in which the Managing Director or such authorized third
party may have conflicts, interest or any other conflict of interest (as specified in the Company’s
Articles of Association and as notified by the Office of Securities and Exchange Commission) with the
Company or its subsidiaries. The aforementioned transactions shall be proposed for the consideration
and approval of the Board of Directors Meeting and/or the Shareholders Meeting in accordance
with the Company’s Articles of Association or the relevant laws, except for the Company’s normal
business transactions which are outlined in the policy and requirements approved by the Board
of Directors in accordance with the laws governing securities and exchange and the regulations,
notifications, directives and rules of the Stock Exchange of Thailand.

Succession Plan for Top Executive Position at KCE

The succession plan for the top executives at KCE is carried out by the Nomination committee
and the Board of Directors. The process starts with the recruitment of candidates who possess the
qualification, talent and integrity. The focus of the recruitment is on the young talents as they can be
trained and developed to be the future leaders.
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Industry Status and Competition

Industry status

The growth of the electronics industry correlates with the global economic growth and that of the industries
that utilize electronic components. This market sector encompasses several industries such as computers and
peripherals, telecommunications, automotive and many other high technology industries. The electronics industry
has enjoyed many successive years of growth. However, in 2008, the global economic downturn led to a sharp
fall in global demand and caused the overall worldwide market to slow down, especially the electronics and
automotive industries. Consequently, worldwide PCB demand was affected.

Continuing recovery in the global economy followed the improvement that began in mid-2009. The
automotive market recovered strongly in 2010, and demand in consumer products grew. The economic
environment remained positive in 2011, although at a slow pace. Further growth is expected in global automotive
production, as well as in automotive electronic equipment production.

It was estimated that the growth rate in 2013 for electronic equipment and the global PCB market
would be about 8.8% and 6.0%, respectively (source: Electronic Outlook Corporation and NTI). The automotive
PCB market has attractive growth prospects of about 8.7%, because of both the growth in vehicle production
and the increasing electronic content of each vehicle.

Printed Circuit Board Industry

The printed circuit board (PCB) is an important component of all electronic equipment and can be grouped
into two major categories: the flexible PCB and the rigid PCB. However, the rigid PCB can also be classified by
technology as follows:

o Single-sided PCB: The circuit is printed onto one side of the board and the process is simple, using
low technology. The PCB is the component for general electronics equipment.

e Double-sided PCB: The circuit is printed on both sides of the board, utilizing standard technology and
a simple process. The PCB can be a component for computer equipment, TV and general electronic
appliances.

e Multi-layer PCB: The multi-layer PCB combines a double-sided board into a multi-layer board,
utilizing high technology and special skills. The multi-layer PCB is used in electronic equipment that
requires high reliability, particularly for automobile.

PCB Manufacturers in Europe and the USA

The PCB manufacturing industry in Europe and the USA has been in rapid decline due to the higher
production costs. This group of manufacturers underwent strategic changes and currently focuses instead on the
production of higher technology and more specialized products rather than on low-priced mass manufacturing.
The target market is in the defensive or protected sector, i.e. automotive product.
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PCB Manufacturers in China

From 2004 - 2008, the PCB industry in China has grown dramatically, with increasing global market share
due to strong support from the Chinese Government and the low labor cost. Most of the PCB manufacturers
in China are foreign-owned businesses, as manufacturers from various countries such as the USA, Taiwan and
Japan moved their production bases to China to benefit from government privileges and incentives. PCB
production in China is mainly mass production, focusing on large volume and low cost production. This has
resulted in a decrease of PCB prices and a fierce price war worldwide.

Since 2009,the Chinese Government has stopped giving investment privileges for the PCB industry, the
result of some PCB factories not havingan efficient wastewater treatment system, leading to serious pollution.
Because of the rapid increase in labor costs and yuan appreciation, the rate of growth of the PCB industry in

China has notably slowed, as has price competition.
PCB Manufacturers in Thailand

The majority of the PCB manufacturers in Thailand focus on massive production of PCBs for
telecommunication, computer and electronic equipment, where there is high competition in product price. Therefore,
the price pressure more adversely affects this group of manufacturers than manufacturers with higher technology,
where quality and reliability are more crucial than pricing alone.

Automobile Industry

The automobile industry market accounts for more than USD 2 trillion with a distribution of USD 5 hundred
billion to PCB manufacturers in 26 countries worldwide. The increasing complexities of the automobile electronics
industry necessitate new and higher innovations and technologies from the electronics industry.

Factors Affecting the Printed Circuit Board Industry
e Price Fluctuation of Gold, Copper and Oil

For the past years, the price of gold and copper, the main raw materials for the production of PCBs,
have fluctuated and continually escalated as a result of the increased demand predominantly from China
and India, which need to accumulate raw material supplies in anticipation of the rapidly ascending demand.
This consequently led to increased speculation and further strengthening of the price. Meanwhile, the
escalation of the global crude oil price impacted all industries that utilize petroleum-related products
such as laminate for PCB production. The increase of the raw materials price for gold, copper and oil
directly increased PCB manufacturing costs.

e The Strengthening of the Thai Currency

The volatility and the strengthening of the Thai currency has a negative impact on manufacturing costs
and sales revenue, as it may reduce the competitiveness of all exporters.
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Competition
PCB industry competition varies according to the market sector:

e The mass production PCB industry, used in the telecommunications, computer and peripherals and
electrical products sectors, faces price competition from manufacturers locating to lower cost countries
such as China.

o The Defensive PCB manufacturers such as automotive electronics industry, located mainly in Asia,
have less price competitors but compete for quality products.

e The Protected PCB manufacturers, mainly located in Europe and the USA, control the protected
electronics market such as military or warfare equipment and medical devices as well as national
security related industries that do not compete with the rest of the PCB industry.

e The Prototype PCB manufacturers meet the requirements of this highly specialized and specific market
with a very short manufacturing life, and are usually positioned locally in Europe and the USA.

KCE’s largest market sector is the automotive industry, where there is less price competition but more
competition for quality and reliability. The current competitors in this market are PCB manufacturers in Taiwan
and local manufacturers located in Germany, Europe or the USA.

Opportunities and Obstacles

Thailand offers high investment potential for the electronics industry because of the relatively low labor
cost when compared to Europe and the USA. However, due to inadequate governmental support, the country
is short of skilled workers, PCB specialists and other important human resources. Therefore, it is necessary to
rely on technology transfer from foreign specialists.

Key Success Factors
KCE and its subsidiaries pay most attention to the following four factors:
1. High Quality Products:

KCE has been awarded ISO / TS 16949 Certification, an internationally recognized quality
standard, every year since 2003. In addition, KCE meets many other quality standards and has received
awards from many of its customers. This confirms the confidence in KCE’s product.

2. Low Production Cost:

It is to KCE’s advantage that its own laminate plant has supported all of its PCB manufacturing
facilities.

3. On-time Delivery:

KCE is committed to deliver full lots on time to meet the customer’s required lead-time.

KCE Annual Report 2012



4. Sales and After Sales Service:

Sales representative offices are located in many strategic locations in the UK, the USA, Singapore,
Germany, Mexico, Brazil and Canada. They offer full and comprehensive sales and service for worldwide
customers, including coordination of the customer’s purchase order issuance, monitoring of the delivery
per target, receiving customer complaints and advising on quality problems before the matter is sent
to the factory’s QA and other technical departments, as necessary.

External factors that may affect the Electronics Industry and KCE currently and in the near future

The 2008-09 global economic crisis was the key factor affecting all industries, including the electronics
industry. However, the economic slowdown in the electronics and automotive industries has started to recover
and demand has increased, particularly in the second half of 2009. However, during the crisis the Company was
not only able to maintain its existing market share, but also had an opportunity to enlarge its customer base, as
many PCB makers in Europe and Asia closed, including some of the Company’s competitors.

Automotive technology trends have become important in PCB technology and lead to quick changes.
An increasing demand for safety and entertainment equipment, quality and reliability, and the increasing trend for
hybrid vehicles have driven automotive electrical equipment sales up by more than 200%.

PCB demand for the global automotive industry has rapidly grown in line with the requirement for complex
functionality of electronics equipment. KCE is well positioned to support the growth in the automotive industry.

KCE Annual Report 2012



Management Discussion and Analysis
Overall Group Financial Performance in 2012

The overall 2012 financial performance, following the severe flood in the last quarter of 2011, has gradually
recovered quarter-on-quarter (Q-0-Q), particularly during the last quarter of this year, clearly showing a stronger
return, as expected by management. In 2012, the company’s consolidated sales and service revenue amounted
to Baht 6,477.9 million (USD 209.4 million), compared to Baht 7,201.1 million (USD 237.2 million) in 2011,
a reduction in growth of 11% in dollar terms.

The company achieved a consolidated net profit of Baht 712.3 million and operating profit of Baht 553.3 million,
excluding the loss from foreign exchange rate and hedging (Forex). This compares to a fiscal year 2011 net profit
of Baht 132.0 million and operating profit of Baht 339.9 million.

Operating results in 2012 were as follows:

(in million Baht)

Quarter 1 Quarter 2 Quarter 3 Quarter 4 2012

Sales 1,345.2 1,507.6 1,757.1 1,868.0 6,477.9

Gross profit 19.0 19.3 18.0 20.5 19.2

Operating profit (%)  82.3 144.8 148.6 177.6 553.3
(excluding Forex)

Net profit 179.3 77.9 242.5 212.6 712.3

The good operating results in 2012 were achieved mainly by the KCE Technology (KCET) post-flood
recovery;, however, production efficiency improvement in all plants, which resulted in higher productivity and
reduced cost of production; successful control of scrapage; and continued sales growth in each quarter, all
contributed to an increase in gross margin. In addition, recognition of insurance claim compensation and the
consolidation of sales and profit after the acquisition of a subsidiary (Chemtronics) supported 2012 achievements.
However, financial performance was negatively affected by the government’s minimum wage increase policy,
higher raw material prices and low utilization of production capacity at KCET when compared with “normal”
pre-flood quarter levels.

Revenues Analysis
Sales and service income

Following the record high sales in Q3 2011, growth stopped during the last quarter of 2011 when
floodwater forced the shutdown of the KCET factory in mid-October, resulting in lower production at other
KCE plants and causing a sales loss of 56% from the previous quarter. When the flood situation was
resolved at the beginning of Q1 2012, the KCET factory was restarted, new machinery was installed, the
factory resumed operation and a phased increase in capacity implemented.

The production efficiency of the KCET factory has been successful and the minimum scrapage rate
of the production process has been met, resulting in increased productivity to service orders from returning
customers. This accelerated sales growth Q-0-Q from Q1 2012 to Q4 2012, when overall capacity utilized
was above 80% of the highest pre-flood level, making Q4 2012 the best quarter of the year.
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Quarterly revenues from sales were as follows:

(Unit: million USD)
2012 2011
Quarter 1 USD 43.6 m USD 60.8 m
Quarter 2 USD 484 m USD 66.0 m
Quarter 3 USD 56.3 m USD 70.8 m
Quarter 4 USD 61.2 m USD 39.6 m *
USD 209.5 m USD 237.2 m

(* Floodwater inundation in October 2011)

In 2012, the layer count proportion was as follows:

(% sq.ft.)

2012 2011

Double-sided PCBs 29.7% 20.0%
4 Layer PCBs 55.1% 59.0%
6+ Layer PCBs 15.2% 21.0%

Sales distribution by territory was as follows:

(Unit: % to Total Sales)

2012 2011
Europe 62.0% 62.0%
United States 16.7% 16.3%
Asia 17.8% 17.9%
Local 3.5% 3.8%

Compensation from insurance claim

A subsidiary, KCE Technology (KCET), shut down its operation from October 12, 2011 due to the plant
being inundated with floodwater. The company had All Risks and Business Interruption Insurance with full
replacement value of insured assets, ensuring adequate compensation for flood damage.

In fiscal years 2011 and 2012, the accounts for the company and its subsidiaries included the following
compensation from insurance claims for flooding:

(In million Baht)

2012 2011 Total

Compensation from claims:
KCET 525 1,618 2,143
Other companies 30 0 30
5b5 1,618 2,173
Less asset write-off (58) (1,548) (1,606)
Net compensation from claims 497 70 567

During 2012, the company received interim payment from the insurer for about Baht 1,300 million.
Claim finalization is expected during Q3 2013.
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Other income

Other income was as follows:
(Unit: Million Baht)

2012 2011
Sales of scrap material 28.7 95.8
Gain from Forex and hedging 159.0 0
Other miscellaneous income 432 _10.3
Total other income 230.9 106.1

Cost of Sales/Gross Margin Analysis

The 2012 cost of sales was an average of 80% to sales, a 2% decrease from 2011, resulting in a higher
gross margin from 18% to 20%, the result of production efficiency and adjustment in production technique. This
enabled KCET and other KCE plants to achieve higher productivity, a crucial cost saving element. In addition,
close supervision, labor skill development and tight control of the production line resulted in a lower scrap rate
and the achievement of targeted yields, while meeting the quality standard of customers.

Although there were impacts from the adjustment of the minimum wage per government policy (which
caused an increase in labor cost of 8-10%), the increase in raw material prices and the KCET operation level
being lower than the pre-flood level, GP improved satisfactory, particularly in Q4 2012.

Sales and Administrative Expenses Analysis

Selling expense remained at 6.7% to total sales and amounted to Baht 432.7 million, decreasing
from Baht 466.9 million in 2011. As much as 80% of the total selling expense grew at the same proportion
to sales, including freight and insurance costs, sales commission for overseas sales representatives, carton
and packing costs, and other costs that vary to sales. The remaining 20% accounted for other fixed costs -
sales staff costs, product liability and recall insurance premiums, sample products, reject/returns and sorting
costs, and miscellaneous sales office expenses.

Administrative expense covers mostly fixed expenses, i.e., administrative staff costs, staff welfare
and benefits, general repair and maintenance costs, contracted software maintenance, utilities costs, security
and safety expenses, traveling expenses, communication expenses, transportation costs, legal consulting
and auditing fees, property and all risks insurance costs, and R&D expenditure. It also includes depreciation
cost (on non-production assets), allowance (reversal) for doubtful accounts, and loss from fixed asset write-off
and other general administrative expenses.

In 2012, administrative expense was Baht 642.4 million, compared to Baht 685.1 million in previous year.
The decrease was a result of the following:

e In 2011, a loss from foreign exchange rate and hedging activities of Baht 78 million was included,
grouped under administrative expense. In 2012, there was a profit from foreign exchange rate,
grouped under Other income.

e Increased insurance premium of Baht 25 million.

e Record fair value of a Warrant (ESOP-W4) amounted to Baht 12 million (according to Accounting
Standard TFRS 2).

o Other expense decrease of Baht 2 million.

Financial Status
Assets

Total assets as of December 31, 2012, according to the KCE consolidated financial statements, amounted
to Baht 10,255.6 million, consisting of current assets of Baht 4,695.1 million; property, plant and equipment
of Baht 5,237.0 million net; and investments in associates and other non-current assets of Baht 323.5 million.
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The increase in total assets from Baht 9,278.1 million in 2011 was due mainly to the increase in property,
plant and equipment of Baht 1,001.9 million for the purchase of replacement machinery; other assets
damaged by flooding of Baht 1,445.3 million; additional assets from the acquisition of Chemtronics, a
subsidiary, of Baht 91.8 million; depreciation of Baht 477.4 million; and asset write-off of Baht 57.8 million.
The increase also included a Baht 79.8 million Goodwill from the acquisition of Chemtronics; and an increase
in intangible assets related to the purchase of software, license, program development cost and consulting
fee of Baht 74.2 million.

As of December 31, 2012, the separate financial statement for the company only showed an increase
in the Investments in Subsidiaries of Baht 238.6 million, as follows:

e The company acquired an investment in Chemtronics for Baht 233.8 million
e The issuance of a Warrant to the directors and employees of subsidiaries valued at Baht 6.3 million
o Sales of shares in a subsidiary for Baht 1.5 million

Trade and other receivables - net

KCE customers are some of the world’s leading electronics companies, with a good reputation in the
industry. Total trade and other receivables increased from Baht 1,546.4 million net in 2011 to Baht 2,214.8
million in 2012, the result of an increase in sales revenue. The average day receivable was 108 days. KCE
policy is that an allowance for doubtful accounts is established for amounts past due over 90 days at a rate
of 25% and for amounts past due over 180 days at a rate of 50%. The allowance for doubtful accounts
established based on this policy amounted to Baht 0.35 million as at December 31, 2012.

Inventory - net

As of December 31, 2012, the company had a net inventory of Baht 1,240.2 million, up from the 2011
figure of Baht 1,079.7 million, the result of an increase in production to support customer orders.

KCE policy is to establish an allowance for diminution in value of inventory in accordance with the
aging of individual material type and an allowance for diminution in the value of finished goods to net
realizable value (NRV). As of December 31, 2012, KCE established allowances for diminution in value of
inventory amounting to Baht 47.3 million, and recorded the diminution value amounting to Baht 14.2 million
in cost of sales of 2012.

Inventory days were 40 days in 2012 and same as in last year.

Liabilities
(Unit: Million Baht)
2012 2011 2010
Total Liabilities 7178 6,770 6,108
Debt:
Short-term borrowing 2,812 (51%) 3,551 (66%) 3,169 (64%)
Long-term loan 2,690 1,613 1,487
Leasing 29 _ 75 _ 261
Leasing 6531 5319 4,917
Total Debt-to-Equity 2.33 2.70 2.31 Times

Following debt restructure, certain types of short-term borrowing were transferred to longterm loans;
however, total debt remains high as a result of the temporary use of the flood rescue facility from the bank
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to purchase replacement machines for the restoration of KCET. The borrowing will be settled by insurance
compensation cash flow. The debt/equity ratio will be improved to a lower level once the claim is finalized
and paid.

As at December 31, 2012, the D/E ratio was lower than in past years due to a significant increase in
shareholder equity, the result of profit for the year of Baht 712 million and additional share capital of Baht
73 million, offset by the dividend payment of baht 137 million and share repurchase of Baht 105 million.

Liquidity

With operational profit during 2012 and cash received from insurance claims, KCE achieved positive
cash flow from operations totaling Baht 1,648 million. Net cash used in investing activities for the purchase of
equipment accounted for Baht 1,152 million: replacement of flood-damaged machinery amounted to Baht 950
million and investment in a new subsidiary company amounted to Baht 170 million. Cash used in financing
activities was Baht 634 million; remaining cash as of December 31, 2012 was Baht 397 million.

As of December 31, 2012, there was a slight change to the Current Ratio to 0.80 times from 0.90
times in 2011, the result of an increase in current liabilities. The company is able to pay suppliers on due
dates and service debt on agreed terms. Total liquidity at year-end included cash and an adequate working
capital facility; in addition, additional cash from the insurance claim is expected to be received during next
year, which will be primarily helpful for short-term debt reduction.

Capital Structure
(Unit: Million Baht)

2012 2011 2010
Debt 5,531 5,239 4,917
Equity 3,064 2,520 2,653
Minority 18 _(12) 8
Total capital 8,608 7,747 7,562
Gearing Ratio 1.80 2.09 1.86 Times

(Interest-bearing debt only)

The capital structure has been reviewed and where possible debt has been restructured, reducing in
the Gearing Ratio gradually being reduced from the level of 2.5 times in 2008; however, the ratio rose at
year-end 2011 due to the high temporary short-term debt used for KCET plant restoration. Fortunately, the situation
continued to improve and as of year-end 2012, the ratio was reduced to 1.8 times, due to the significant
increase in shareholder equity. The company has a target to reduce the Gearing Ratio to approximately 1.0
times within the next year.

Capital Expenditure

Total capital expenditure for 2012 amounted to Baht 1,445 million (22% to sales), mostly for the
acquisition of replacement machines and KCE Technology restoration. Other expenditures were for subsidiaries,
to cover efficiency improvement projects and necessary equipment and facility improvement. There were no
major expansion projects during the year. The capital expenditure also included assets of a newly acquired
subsidiary totaling Baht 92 million.
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Potential Factors that could Influence Company Performance

The KCE product is a printed circuit board that is the foundation component for all electronics products,
but it is mostly used for electronic equipment in automobiles. Therefore, the company’s business is heavily
dependent on the growth of the automotive sector. This is the predominant factor influencing the company’s
performance.

Seventy percent of KCE sales are denominated in US dollar terms and 60% of the raw material and
other costs are in US dollars. Therefore, fluctuation in currency exchange rates affects the company’s financial
performance accordingly.

Commodity price (copper, gold and oil) - Copper is an essential raw material in PCB production. The cost
of the copper content represents 10-13% of the product’s selling price. As the selling price is negotiated on an
annual basis, commodity price fluctuation could affect company performance.

Exceptional ltems

A subsidiary, KCE Technology (KCET), shut down its operation from October 12, 2011 due to the plant
being inundated with floodwater. In the 2011 consolidated financial statement, the company and subsidiaries
recognized insurance recovery totaling Baht 1,618 million, and assets totaling Baht 1,548 were written off,
resulting in a net compensation of Baht 70 million.

Inthe 2012 consolidatedfinancial statement, the company and subsidiaries recognized insurance recovery
totaling Baht 555 million, and assets totaling Baht 58 were written off, resulting in a net compensation of Baht
497 million.

Plan

KCE continues to focus on advanced technology development and quality performance in order to keep
pace with increasing functionality requirements and to capture the growing industry of automotive PCB.

KCE goes forward with enhanced levels of efficiency that will continue to improve and support profit growth.
The company will build a strong foundation for the future by leveraging KCE’s expertise in the automotive
electronics sector, increasing R&D in high-tech PCBs, and enlarging the company’s customer base, targeting high
growth groups in the Asian market to accelerate business expansion.

A new plant facility with a capacity of 2 million sq.ft. a month, to be located on the LatKrabang Industrial
Estate, is planned to support increased volume required for new and existing customers. The construction of
the first phase is planned to start in Q3 2013, and should be ready for operation in Q3 2014, with a maximum
capacity of 700,000 sqg.ft. a month. Investment in the following phase will be assessed as to the appropriate
timing and project funding availability.
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Persons with vested interest and cross over
transactions

KCE Board of Directors follow the good corporate governance as set by the Stock Exchange of Thailand.

The board is comprised of 8 directors as follows:

Board of Directors of KCE Electronics Public Co., Ltd.

© N o oA W N =

Mr. Bancha

Mr. Panja

Dr. Chantima

Mrs. Voraluksana
Lt. Gen. Dr. Suprija
Mrs. Ubol

Mrs. Siriphan

Mr. Paitoon

Ongkosit
Senadisai
Ongkosit
Ongkosit
Mokkhavesa
Chiramongkol
Suntanaphan
Taveebhol

Chairman and Managing Director
Director

Director

Director and Executive Director
Director and Independent Director
Director and Independent Director
Director

Director and Independent Director

Board of Directors of K. C. E. International Co., Ltd.

1.

2
3
4.
5

Mr. Bancha

. Mrs. Voraluksana
. Mr. Pon

Mrs. Wanvadee
. Mr. Pitharn

Ongkosit
Ongkosit
Duriyabanleng
Patasart
Ongkosit

Chairman
Director
Director
Director
Director

Board of Directors of KCE Technology Co., Ltd.

1.

2
3
4.
5

Mr. Bancha

. Mrs. Voraluksana
. Mr. Pitharn

Ms. Nitaya

. Mrs. Tanyarat

Ongkosit
Ongkosit
Ongkosit
Rojanakamphol
Tessalee

Chairman
Director
Director
Director
Director

Board of Directors of Thai Laminate Manufacturer Co., Ltd.

1.

2
3
4.
5

Mr. Bancha

. Mrs. Voraluksana
. Mrs. Siriphan
Mr. Pitharn

. Mr. Panja

Ongkosit
Ongkosit
Suntanaphan
Ongkosit
Senadisai

Chairman
Director
Director
Director
Director

Board of Directors of Thai Business Solution Co., Ltd.

. Mr. Athasidh
. Mr. Pitharn
. M.L. Pilam
. Mr. Chawalit
. Mr. Tumnu

Ongkosit
Ongkosit
Rajatanavin
Choopreeda
Tuchinda

Director
Director
Director
Director
Director
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KCE America Inc. consists of 2 directors.
1. Mr. Bancha Ongkosit Director
2. Mrs. Voraluksana  Ongkosit Director

KCE Singapore Pte. Ltd. consists of 2 directors.
1. Mr. Bancha Ongkosit Director
2. Mrs. Voraluksana  Ongkosit Director

Chemtronic Technology (Thailand) Co., Ltd. consists of 5 directors.

1 Mr. Bancha Ongkosit Director
2. Mr. Pitharn Ongkosit Director
3. Mr. Athit krairiksh Director
4. Mr. Lin Po-Chiung Director
5. Mrs. Sunee Ekteerajit Director

KCE Taiwan Co., Ltd. Consists of 6 directors.

1. Mr. Bancha Ongkosit Director
2. Mr. Pitharn Ongkosit Director
3. Mrs. Tanyarat Tessalee Director
4. Mr. Pasanin Tuchinda Director
5. Mr. Larry Lin Director
6. Ms. Jenny Hsiao Director
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Risk Factors and Risk Management

In evaluating the company, the following factors outline the risks related to our business operations,
electronics industry, global economy, market conditions, technology development and financial situation. The strategy

to respond to these matters and our risk management procedures are described below.
External Risk Factors
e World Economy Risk

The growth of the electronics industry corresponds with the growth of the world economy and
the growth of the industries that require electronic components such as telecommunications, computers,
automobile, industrial equipment, high technology instruments and peripherals. Thus, the cyclical change

of the economy and the electronics industry can instigate undesirable change in sales volume and price.

The company’s strategy has been to concentrate on growing end-markets, including the automotive
and industrial sectors, which are more stable, and the high-end consumer electronics market, while
maintaining other traditional end-markets for diversification.

e Technology Risk

As PCBs remain the basic, irreplaceable component of all electronic products, KCE’s exposure to
technological risks is mainly related to the detailed changes in the designs, production techniques and

raw material. KCE invests in necessary, new up- to-date equipment to support such changes effectively.

As the trend in the electronics industry is to focus on smaller, more efficient and more complicated
designs, PCBs are consequently smaller with more intricate designs and higher layer counts. This results in
changes in production technology to produce more efficiency and reliability. Moreover, as the concern for
the environment grows, there are more demands for changes in green raw materials such as halogen-free

laminate and lead-free PCBs.

Material changes in the resistance of the environment with varying temperatures and rapid
(HIGH PERFORMANCE MATERIAL).

The previously mentioned changes in technology may affect production capacity, sales and operating
profit. However, KCE is constantly prepared to meet such challenges of technological change through
continuous research and development to advance the company’s products and production process and to
increase the production capacity to meet the needs of customers. As KCE focuses on producing medium
to high quality PCBs, the company’s already advanced technology is less affected by technology changes.
The company’s policy, which is aimed at quality control, on-time delivery and assistance to customers,
has sustained long working relationships with leading international customers worldwide, and helps KCE

cope effectively with changing technology.
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e Market Risk and Competition Risk

Many factors affect market risk, ranging from factors of the customer counties, i.e. the economic
and political situation, international trade policies, war, unrest and terrorism, etc. to factors arising at the
customer level, such as mergers or takeover of companies and changes in buying policies. In order to
decrease market risk, KCE diversified its sales across many industries, even though its largest market is
the automotive sector, and in regions throughout the world, including Europe, the USA and Asia.

The competitive risk is, on the one hand, price competition, where the competitors are Taiwanese
and Chinese PCB manufacturers. This does not affect only KCE, but all PCB producers in the world. Even
though KCE and China do not directly compete, as both serve different customer groups, KCE cannot
avoid the impact of this indirect pricing pressure. On the other hand, there is competition among local
PCB manufacturers in Europe and the USA. PCBs produced in Europe are perceived to be of better quality
than PCBs made in Thailand, besides the transportation being more convenient. However, the price
pressure will drive most electronic equipment manufacturers to turn to Asia for a low price product. As
a result, the migration of PCB production from Europe and the USA has accelerated. It is expected that

PCB plants in Europe and the USA would continue to downsize and probably many more will close down.
Internal Risk Factors
¢ Production Risk

Production can be affected by the changes caused by the constant demand for new production
technologies as well as the expansion of production capacity to meet the needs of the customers. KCE

continues to improve and develop its production techniques to overcome this issue.

A knowledgeable and skilled labor force is crucial to the company’s success. Labor shortages or
any labor-related problems would directly result in lower productivity and product reliability. Continuous
technical training and proper education are provided to ensure the effectiveness and skill development
of KCE staff. KCE shows a strong commitment to its workforce and provides appropriate incentives and

benefits to employees to ensure a long-term and rewarding relationship.

Production may be at risk due to fire and natural disasters, as the company may lose its customers
to a competitor, the production must be stopped and there is additional cost for the line re-start. Therefore,
the company and its subsidiaries hold an insurance policy to protect from possible damage caused by fire
and business interruptions created because of plant suspension. An annual review is carefully conducted
to ensure that the proper coverage is maintained for all eventualities.

¢ Raw Material Risk

Raw material risk is associated with key materials shortages that lead to an unplanned line-down,
the usage of improper specification or sub-standard quality, as well as a rising in material price. KCE
invested in its subsidiary, Thai Laminate Manufacture Co., Ltd. (TLM) to produce Laminate and supply all
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materials to other PCB plants of KCE. This helps KCE to secure the availability of key raw materials and
be able to optimize the usage of such materials, as TLM can supply a specific size and type that further
eases the production process.

Acquisition of Chemtronics, the PCB ink producer and chemical recycling operation, helps eliminate
the risk of raw material shortage. Furthermore, the joint venture in KCE Taiwan also enhancesthe raw
material sourcing capability, further minimizing the risk.

Raw materials that are associated with copper and gold - laminate, copper foil, copper anode and
gold salt - have a price risk, as they are dependent on the market price of copper and gold. The company’s

policy is to use a financial derivative to hedge the commaodity price as appropriate.

KCE sources other raw materials and supplies from two or three main suppliers for each item from
the Approved Vender List. The company has forged good relationships with its major suppliers, supported
by its long track record. The global price of raw material is closely monitored and inventories assured to
be adequate for smooth and continuous operation.

Financial Risk

The Company is exposed to risks from the normal course of business, changes in interest rates
and foreign exchange rates and from breached contracts. The Company does not hold or issue financial

derivatives in a speculative manner.

The Company realizes the importance of risk management. The Company has a control system to
maintain an acceptable level of risk, considering the impact that could be caused and the cost to manage
the risk. The Company’s Management has continued to control the risk management process to ensure
the risk impact is balanced against the risk management cost. The Company’s Risk Policy is as follows:

Interest rate risk

The risk is from changing interest rates in the market, which affect the Company’s operation
and cash flow. Most of the financial assets and liabilities of the Company have an associated
interest burden with a rate that fluctuates to market rate or a fixed interest rate that is near the

current market rate.
Foreign exchange rate

Exposure to foreign exchange rate risk is related to the purchase of raw material or the sale
of the product, where the transactions are in various foreign currencies; the Company enters a
Forward exchange contract for foreign currency, with expiration within one year,in order to hedge
the financial assets and liabilities held in foreign currency. The Forward exchange contract as at

the reporting date relates to the purchase and sale transactions of the next period.
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Credit risk

The credit risk relates to customers who do not have the ability to pay the debt on the
agreed termson the due date. The Company’s Management is determined to establish a credit
policy for analyzing potential customers’ financial positionsin order to set a credit limit. As of the
reporting date, the Company is not substantially exposed to credit risk. The maximum credit risk
exposure is shown in the Balance Sheet, the book value of financial assets and liabilities. Although
the group has a great number of customers, the Company’s Management does not expect a
substantial impact from non-collectible debt.

¢ Risk on Non-payment from Sales Representatives and Customers

Sixty percent of the total sales of the KCE group are transacted through the KCE sales representa-
tives and the remaining 40% of sales are shipped directly to customers. Sales representatives also collect
the payments from customers on behalf of KCE and remit the money to KCE on the agreed schedule.

While non-payment from representatives may pose a financial risk, there has never been such an
incident. Some representatives are a KCE associated company, while some representatives are not related
company, but have had a good and long lasting relationship with KCE for over 20 years. Moreover, the
majority of KCE customers are world leading companies with strong financial status and history of long
working relationships with KCE. All these factors help eliminate the risk of non-payment from representative
and customers. Usually, delayed payment occurs as a result of other operational issues and not relating

to non-payment.
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General Information

Company Name . KCE Electronics Public Company Limited
Nature of Business : The Manufacture and Distribution of PRINTED CIRCUIT BOARD or PCB
Registered Capital : 491,829,600 Bath (472,600,769 Shares), At December 20, 2012

Address : 125-125/1,1 Moo 4 Lat Krabang Industrial Estate
Lumplatew, Lat Krabang, Bangkok 10520

Website . http://www kcethai.in.th

Tel. : (662) 326-0196

Fax : (662) 326-0300

The multilayer PCBs with higher layer count produces at KCE Electronics Public Company Limited (Parent
Company) at Lat Krabang Industrial Estate. Group of KCE is consisting of :

1. The double sided PCBs produces at K.C.E. International Co., Ltd., a subsidiary of KCE (99.99% owned)
at Bangpoo Industrial Estate.

2. KCE Technology Co., Ltd., a subsidiary of KCE (100% owned) at Hi-Tech Industrial Estate to expand
the capacity of PCB manufacturing.

3. Thai Laminate Manufacturers Co., Ltd., a subsidiary of KCE (100% owned) produces a major PCB Raw
material, prepreg and laminate.

4. KCE (Thailand) Company Limited was incorporated as a limited company on March 8, 2007 with a paid
up capital of Baht. 3,600,000 to be the local distributor of PCBs in Thailand. KCE holds 60% of paid up capital
of KCE (Thailand).

5. KCE America Inc., has registered share capital and fully paid up USD 50,000 to be offering full
commercial and technical support to the customers in America, KCE hold 50%.

6. KCE Singapore PTE., has registered share capital and fully paid up USS 500,000 to be offering full
commercial and technical support to the customers in Asia, KCE hold 49%.

7. Thai Business Solution Co., Ltd. (TBS) was incorporated as a limited company under Thai law on May
26", 2008. TBS has registered share capital and fully paid up 3 million Bath. Performs business in IT related
project focus on Software development, Hardware installation, Consultation and Implementation. KCE holds 19%
of paid up capital of TBS.

8. In 2012, the Company entered a joint venture to establish KCE Taiwan Co., Ltd, with the fully paid
up capital NTD 3,000,000 located in Taiwan. KCE Taiwan is an overseas sourcing representative for raw material
and machinery for the Company and its subsidiaries.
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9. In 2012, the Company acquired Chemtronics Technology (Thailand) Co., Ltd and invest 97.25% of total
used and fully paid up capital. Chemtronics Technology holds 100% of the share in its subsidiary, Chemtronics
Chemical Co., Ltd. Chemtronics is a PCB ink producer and PCB chemical recycling company. The benefits from
the investment in Chemtronics are not only a reduction in the west disposal burden, but also the considerable
gain from recycling used chemicals solution.

Other References
Registrar

Thailand Securities Depository Company Limited.
62 Stock Exchange of Thailand Building
Ratchadapisek Road, Klongtoey, Klongtoey
Bangkok 10110

Tel : 02-229-2800, 02-564-5599

Fax . 02-654-5427

Auditor
Mr. Veerachai ~ Ratanajaratkul Certified Public Account Registration No. 4323 and/or
Mr.Vichien Thamtrakul Certified Public Account Registration No. 3183 and/or

Ms. Bongkot Amsageam  Certified Public Account Registration No. 3684
KPMG Phoomchai Co.Ltd.

50" -51° Empire Tower, 195 South Sathorn, Bangkok 10120

Tel : 02-677-2000

Fax : 02-677-2222

Law Consultant Office

C. B. LAW Office Company Limited

99/22 10th Floor Sathorn Thani Building 2,

North Sathorn Road,

Silom, Bangrak, Bangkok 10500 Thailand

Tel : 02-238-3689-92, 02-233-5399, 02-233-6869
Fax . 02-236-4980
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Report of the Board of Directors’ Responsibilities
for Financial Statements

The Board of Directors is responsible for the consolidated financial statements of the Company and
subsidiaries and financial information stated in the Annual Report. The financial statements were prepared in
accordance with generally accepted appropriate accounting principles and practices on a regular basis in Thailand.
Material information was sufficiently disclosed in the Notes of the Financial Statements.

The Board appointed the Audit Committee who compromises of Independent Directors to oversee the
quality of financial reports and internal control of the Company. The Audit Committee’s views regarding this issue
is disclosed in this Annual Report under the section of the Audit Committee’s Report.

In the Board of Directors’ opinion, the internal control system is adequate and can assure the reliability

of the consolidated financial statements of the Company and subsidiaries as at December 31, 2012.

Mr. Bancha Ongkosit

Chairman
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Independent Auditor’s Report

To the shareholders of KCE Electronics Public Company Limited

| have audited the accompanying consolidated and separate financial statements of KCE Electronics Public
Company Limited and its subsidiaries, and of KCE Electronics Public Company Limited, respectively, which comprise
the consolidated and separate statements of financial position as at 31 December 2012, the consolidated and
separate statements of comprehensive income, changes in equity and cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Consolidated and Separate Financial Statements

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

Auditor’s Responsibility

My responsibility is to express an opinion on these consolidated and separate financial statements based
on my audit. | conducted my audit in accordance with Thai Standards on Auditing. Those standards require that
| comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether
the consolidated and separate financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements 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 entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Opinion

In my opinion, the consolidated and separate financial statements referred to above present fairly, in all
material respects, the financial position as at 31 December 2012 and the financial performance and cash flows
for the year then ended of KCE Electronics Public Company Limited and its subsidiaries, and of KCE Electronics
Public Company Limited, respectively, in accordance with Thai Financial Reporting Standards.
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Statements of financial position

KCE Electronics Public Company Limited and its subsidiaries

As at 31 December 2012 and 2011

(Unit : Baht)

Consolidated

financial statements

Separate

financial statements

Note
Assets
Current assets
Cash and cash equivalents 7 397,177,878 | 535,535,464 94,974,827 142,492,106
Short-term investments in trading securities 3,319,338 2,092,673 3,319,338 2,092,673
Trade and other receivables 8 2,214,826,850 ' 1,546,419,993 1,032,409,860 ' 1,033,393,142
Inventories 9 1,240,204,237 = 1,079,741,866 443,995,004 503,835,609
Insurance claim receivable 3 762,222,414 | 1,663,673,410 10,000,000 -
Other current assets 77,378,773 44,079,539 11,208,620 10,357,001
Total current assets 4,695,129,490 | 4,871,542,945 1,595,907,649 | 1,692,170,531
Non-current assets
Investments in associates 10 77,673,638 82,132,877 3,962,579 2,422,385
Investments in subsidiaries 1 - - 2,396,120,815 | 2,157,485,580
Other long-term investments 1,198,842 - 570,000 -
Property, plant and equipment 12 5,237,038,462 | 4,235,134,544 1,116,775,609 | 1,189,451,707
Goodwvill 9,13 79,792,930 - - -
Intangible assets 14 160,682,290 86,444,636 70,688,813 61,690,437
Other non-current assets 4,051,786 2,868,840 3,671,127 2,051,848
Total non-current assets 5,560,437,948 | 4,406,580,897 3,591,688,943 | 3,413,101,957

Total assets

10,255,567,438

9,278,123,842

5,187,596,592

5,105,272,488

The accompanying notes are an integral part of these financial statements.
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Statements of financial position (Continued)

KCE Electronics Public Company Limited and its subsidiaries

As at 31 December 2012 and 2011

(Unit : Baht)

Consolidated

financial statements

Separate

financial statements

Note

Liabilities and equity
Current liabilities

Bank overdrafts and short-term loans

from financial institutions 15 2,811,806,023 | 3,551,067,328 709,522,460 | 1,213,876,779
Trade and other payables 16 1,566,474,785 | 1,466,676,670 781,344,827 | 874,417,630
Current portion of liabilities under

hire-purchase and finance lease liabilities 15 19,700,090 51,611,163 14,857,666 43,348,043
Current portion of long-term loans 15 1,373,024,542 352,563,795 301,676,686 124,726,453
Income tax payable 11,687,281 - - -
Other current liabilities 1,741,188 2,160,269 1,637,556 1,009,415
Total current liabilities 5,784,433,909 | 5,423,979,215 1,809,039,195 | 2,257,378,320
Non-current liabilities
Liabilities under hire-purchase and

finance lease agreements 15 9,600,948 23,636,852 5,221,146 19,339,836
Long-term loans 15 1,317,002,997 | 1,260,174,590 613,577,551 229,162,110
Employee benefit obligations 17 67,301,346 62,141,650 34,983,607 31,496,383
Total non-current liabilities 1,393,905,291 | 1,345,958,092 653,782,304 279,998,329

Total liabilities

7,178,339,200

6,769,932,307

2,462,821,499

2,537,376,649

The accompanying notes are an integral part of these financial statements.
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Statements of financial position (Continued)

KCE Electronics Public Company Limited and its subsidiaries

As at 31 December 2012 and 2011

(Unit : Baht)

Consolidated

financial statements

Separate
financial statements

Note
Liabilities and equity
Equity
Share capital 18
Authorised share capital 491,829,500 = 500,000,000 491,829,500 = 500,000,000
Issued and paid-up share capital 472,600,769 | 472,224,269 472,600,769 | 472,224,269
Treasury shares 19 (105,582,361) (70,050,487) (105,5682,361) (70,050,487)
Premium on ordinary shares 1,110,753,348 ' 1,107,752,659 1,110,753,348 | 1,107,752,659
Share warrants 18 4,008,644 - 4,008,644 -
Retained earnings
Appropriated
Legal reserve 20 50,000,000 50,000,000 50,000,000 50,000,000
Treasury shares reserve 19, 20 105,582,361 70,050,487 105,582,361 70,050,487
Unappropriated 1,481,908,205 = 942,274,954 1,087,412,332 937,918,911
Other components of equity (55,451,954)  (52,074,343) - -

Equity attributable to owners of
the Company
Non-controlling interests

3,063,819,012
13,409,226

2,520,177,539 2,724,775,093
(11,986,004) -

2,567,895,839

Total equity

3,077,228,238 | 2,508,191,535 2,724,775,093

2,567,895,839

Total liabilities and equity

10,255,667,438 | 9,278,123,842 5,187,596,592

5,105,272,488

The accompanying notes are an integral part of these financial statements.
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Statements of comprehensive income

KCE Electronics Public Company Limited and its subsidiaries
For the year ended 31 December 2012 and 2011

(Unit : Baht)

Consolidated

financial statements

Separate

financial statements

Note 2011 2012

Income 6

Revenue from sale of goods and

rendering of services 28 6,477,889,690 | 7,201,064,787 3,493,128,645 | 3,467,623,552
Compensation from insurance claim 3 496,765,367 87,002,532 10,291,288 97,723
Dividend income from subsidiaries 11 - = 71,808,180 -
Other income 22 230,989,043 106,103,222 86,033,631 49,560,045
Total income 7,205,644,100 | 7,394,170,541 3,661,261,744 | 3,517,281,320
Expenses 6
Cost of sale of goods and rendering of

services 5,232,319,245 | 5,957,001,387 2,868,460,411 | 2,765,293,670
Selling expenses 23 432,746,165 466,936,879 215,076,092 226,742,641
Administrative expenses 22,24 642,370,741 685,126,192 203,917,225 222,605,149
Finance costs 26 169,279,417 153,493,499 51,619,350 44,774,575
Total expenses 6,466,715,568 | 7,262,557,957 3,339,073,078 | 3,259,416,035
Share of loss from investments

in associates 10 (2,621,463) (358,862) - =
Profit before income tax 736,307,069 « 131,253,722 322,188,666 | 257,865,285
Income tax expense 27 (19,802,391) (2,302,577) - =
Profit for the year 716,504,678 128,951,145 322,188,666 257,865,285
Other comprehensive income
Foreign currency translation differences

for foreign operations (3,377,611) 5,676,033 - -
Other comprehensive income for

the year, net of income tax (3,377,611) 5,676,033 - -
Total comprehensive income for

the year 713,127,067 134,627,178 322,188,666 257,865,285

The accompanying notes are an integral part of these financial statements.
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Statements of comprehensive income (Continued)

KCE Electronics Public Company Limited and its subsidiaries

For the year ended 31 December 2012 and 2011 (Unit : Baht)
Consolidated Separate
financial statements financial statements
Note
Profit attributable to:
Owners of the Company 712,328,496 132,020,833 322,188,666 257,865,285
Non-controlling interests 4,176,182 (3,069,688) - -
Profit for the year 716,504,678 128,951,145 322,188,666 257,865,285
Total comprehensive income
attributable to:
Owners of the Company 708,950,885 137,696,866 322,188,666 257,865,285
Non-controlling interests 4,176,182 (3,069,688) - -
Total comprehensive income for
the year 713,127,067 134,627,178 322,188,666 257,865,285
Earnings per share
Basic earnings per share 29 1.55 0.28 0.70 0.56
Diluted earnings per share 29 1.55 0.28 0.70 0.56

The accompanying notes are an integral part of these financial statements.
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Statements of cash flows

KCE Electronics Public Company Limited and its subsidiaries

For the year ended 31 December 2012 and 2011

(Unit : Baht)

Cash flows from operating activities

Consolidated
financial statements

Separate
financial statements

Profit for the year 716,504,678 128,951,145 322,188,666 257,865,285
Adjustments for
Share of loss from investments in associates 2,621,463 358,862 - -
Depreciation 477,401,106 548,157,527 153,663,227 160,386,683
Amortisation 10,266,908 4,214,270 5,807,947 4,002,657
Allowance for doubtful accounts -

trade accounts receivable - 188,001 - 185,629
Allowance (reversal) of net realisable value of inventories 14,230,881 (11,086,937) (2,875,786) 1,947,252
Reversal of non-controlling interests

from disposal of subsidiary (21,467,403) - - -
Gain on disposal of subsidiary (1,758,695) - - -
Gain on disposals of equipment (2,439,972) (2,641,978) (605,982) (996,110)
Loss from write-off of inventories 1,269,881 455,064,873 - 11,854,853
Loss from write-off of equipment 44,868,894 | 1,123,231,752 557,996 630,341
Reversal of allowance for impairment on fixed assets - (8,127,906) - -
Provision for long-term employee benefits 7,243,785 7,962,568 3,487,224 3,612,136
Unrealised loss (gain) on exchange rate and

hedging activities (71,601,989) = 156,811,005 (14,700,430 43,727,358
Share-based payment transactions 12,380,000 - 6,084,770 -
Unrealised loss (gain) on revaluation of investments

in trading securities (1,226,665) 61,970 (1,226,665) 61,970
Dividends income from subsidiaries - - (67,398,180) -
Accrued dividend income from subsidiary - - (4,410,000) -
Interest expense 152,387,871 145,098,781 49,242,488 42,180,590
Income tax expense 19,802,391 2,302,577 - -

1,360,483,134 | 2,550,546,510 | 449,815,275 525,358,644

Changes in operating assets and liabilities
Trade and other receivables (613,451,409) 59,962,327 9,759,447 | (226,602,964)
Insurance claim receivable 901,450,996 ((1,569,015,092)  (10,000,000) -
Inventories (162,590,150) | (191,557,012) 62,716,392 (131,394,023)
Other current assets (27,006,468) (7,688,538) 408,726 (26,834)
Other non-current assets 978,334 2,908,517 385,802 2,708,924
Trade and other payables 205,361,313 (41,858,056) (108,747,337) = 182,158,194
Other current liabilities (2,160,268) 1,543,757 628,140 743,826
Employee benefit obligations (2,084,089) (9,280,215) - (8,677,215)
Cash generated from operating activities 1,660,981,393 | 795,562,198 404,966,445 | 344,268,552
Income tax paid (13,005,994) (4,522,503) (1,260,346) (1,024,562)
Net cash from operating activities 1,647,975,399 791,039,695 403,706,099 343,243,990

The accompanying notes are an integral part of these financial statements.
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Statements of cash flows (Continued)

KCE Electronics Public Company Limited and its subsidiaries

For the year ended 31 December 2012 and 2011

(Unit : Baht)

Cash flows from investing activities
Cash paid for additional investments

Consolidated
financial statements

Separate
financial statements

in associate and subsidiary (1,540,000) = (1,540,000) ' (200,000,000)
Proceeds from disposals of equipment 5,676,819 5,977,235 1,602,589 3,809,668
Purchases of equipment (950,313,879) | (284,804,360) (53,999,100) (86,523,289)
Purchases of computer software (35,877,250) (15,300,123)  (14,533,368) (11,635,528)
Dividend received from a subsidairy company - - 67,398,180 66,495,800
Net cash outflow on acquisition of subsidiary (170,752,065) = (233,810,199) -

Net cash inflow on disposal of subsidiary 900,000 - 900,000 -

Net cash used in investing activities (1,151,906,375) | (294,127,248) (233,981,898) | (227,853,349)
Cash flows from financing activities

Interest paid (168,019,125) | (139,622,695) (50,837,091) | (41,061,511)
Increase (decrease) in bank overdrafts

and short-term loans from financial institutions (1,357,282,127) = 307,555,794 (514,332,609) | 149,629,418
Repayment of liabilities under hire-purchase and

finance lease agreements (50,658,455) - (108,191,016)  (42,609,067) (97,741,470)
Proceed from long-term loans 1,620,000,000 | 1,693,799,298 700,000,000 | 299,240,159
Repayment of long-term loans (501,841,846) (1,550,338,623) (131,773,301) (96,227,416)
Proceed from capital increase

and warrants exercised 65,056,320 7,937,020 65,056,320 7,937,020
Purchase of treasury shares (105,582,361) (30,213,802) (105,582,361) (30,213,802)
Dividend paid (141,755,371) | (185,480,887) (137,163,371) | (185,480,887)
Acquistion of non-controlling interest (4,343,645) - - -

Net cash from (used in) financing activities | (634,426,610) | (104,5564,811) (217,241,480 6,081,511
Net increase (decrease) in cash and cash

equivalents (138,357,686) | 392,357,636  (47,517,279) | 121,472,152
Cash and cash equivalents at 1 January 535,535,464 143,177,828 142,492,106 21,019,954
Cash and cash equivalents at 31 December | 397,177,878 = 535,635,464 94,974,827 | 142,492,106
Non-cash transactions
1) Non-cash related transaction for operating activities

Increase in employee benefit obligations - 63,459,297 - 36,661,462
2) Non-cash related transactions for investing activities
Net decrease (increase) in other receivable from
disposals of machinery and equipment - = (727,394) 727,394
Net increase (decrease) in trust receipts from
purchases of machinery and equipment 621,877,050 7,050,193 11,223,015 (9,632,371)
Net increase (decrease) in other account payable
from purchases of machinery and equipment | (155,524,073) = 288,814,504 19,153,006 743,750
3) Non-cash related transaction for financing activities
Assets acquired under hire-purchase and
finance lease agreements 4,811,487 2,257,526 - (1,606,474)

The accompanying notes are an integral part of these financial statements.
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Notes to the Financial Statements

KCE Electronics Public Company Limited and its subsidiaries

Note Contents
1 General information
2 Basis of preparation of the financial statements
3 Impact of severe flooding in Thailand
4 Significant accounting policies
5 Acquisitions of subsidiary
6 Related parties
7 Cash and cash equivalents
8 Trade and other receivables
9 Inventories
10 Investments in associates
11 Investments in subsidiaries
12 Property, plant and equipment
13 Goodwill
14 Intangible assets
15 Interest-bearing liabilities
16 Trade and other payables
17 Employee benefit obligations
18 Share capital
19 Treasury shares
20 Reserves
21 Segment information
22 Gain (loss) on exchange rate and from hedging activities
23 Selling expenses
24 Administrative expenses
25 Expenses by nature
26 Finance costs
27 Income tax expense
28 Promotional privileges
29 Earnings per share
30 Dividends
31 Financial instruments
32 Commitments
33 Contingent liabilities
34 Thai Financial Reporting Standards (TFRS) not yet adopted
35 Reclassification of accounts
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These notes form an integral part of the interim financial statements.

The financial statements issued for Thai statutory and regulatory reporting purposes are prepared in
the Thai language. These English language financial statements have been prepared from the Thai language
statutory financial statements, and were approved and authorised for issue by the Board of Directors on 12
February 2013.

General information

KCE Electronics Public Company Limited (“the Company”) was incorporated as a limited company
under Thai law and was transformed to be a public limited company under the Public Limited Companies
Act on 21 December 1992. The Company has its registered office at No. 125-125/1, 1 Moo 4 Lat Krabang
Industrial Estate, Kwang Lumplatew, Khet Lat Krabang, Bangkok.

The principal business of the Company is the manufacture and distribution of printed circuit board products.
Details of the Company’s subsidiaries as at 31 December 2012 and 2011 are given in notes 6 and 11.

Basis of preparation of the financial statements
(a) Statement of compliance

The financial statements are prepared in accordance with Thai Financial Reporting Standards
(TFRS); guidelines promulgated by the Federation of Accounting Professions (“FAP”); and applicable rules
and regulations of the Thai Securities and Exchange Commission.

As at 31 December 2012, the FAP had issued a number of new and revised TFRS which are
expected to be effective for financial statements beginning on or after 1 January 2013 and have not been
adopted in the preparation of these financial statements. These new and revised TFRS are disclosed
in note 34.

(b) Basis of measurement

The financial statements have been prepared on the historical cost basis unless otherwise stated
in accounting policies.

(c) Presentation currency

The financial statements are prepared and presented in Thai Baht. All financial information presented
in Thai Baht has been rounded in the notes to the financial statements to the nearest thousand.

(d) Use of estimates and judgment

The preparation of financial statements in conformity with TFRS requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. Actual results may differ from estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which estimates are revised and in any future periods affected.
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3 Impact of severe flooding in Thailand

During the fourth quarter of the year 2011, there was severe flooding in Thailand. The location of KCE
Technology Co., Ltd., a subsidiary’s factory and offices, was inundated. The damages from the flood incident
are estimated to by approximately Baht 1,712 million which consist of damages to fixed assets of Baht 1,115
million, damages to inventories of Baht 433 million and other damages of Baht 164 million. The loss from
the incidents is covered by the subsidiary’s insurance, which covers all risks and business interruption. The
management of the Company and its subsidiary is virtually certain that there is insurance coverage for all
of the losses. As at 31 December 2011, the subsidiary recognised insurance claim receivable from property
damage of Baht 1,548 million and business interruption loss of Baht 70 million.

For the year ended 31 December 2012, KCE Electronics Public Company Limited, KCE Technology
Co., Ltd.(subsidiary), Thai Laminate Manufacturer Co., Ltd.(subsidiary), and KCE (Thailand) Co., Ltd.(subsidiary)
recognised compensation from insurance claim for business interruption of Baht 10 million, Baht 467 million,
Baht 10 million, and Baht 10 million, respectively.

4 Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

(a) Basis of consolidation

The consolidated financial statements relate to the Company and its subsidiaries (together referred
to as the “Group”) and the Group’s interests in associates.

Business combinations

The Group applies the acquisition method for all business combinations other than those with
entities under common control.

Control is the power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, the Group takes into consideration potential voting rights that
currently are exercisable. The acquisition date is the date on which control is transferred to the acquirer.
Judgment is applied in determining the acquisition date and determining whether control is transferred
from one party to another.

Goodwill is measured as the fair value of the consideration transferred including the recognised
amount of any non-controlling interest in the acquiree, less the net recognised amount (generally fair
value) of the identifiable assets acquired and liabilities assumed, all measured as of the acquisition date.

Consideration transferred includes the fair values of the assets transferred, liabilities incurred by the
Group to the previous owners of the acquiree, and equity interests issued by the Group. Consideration
transferred also includes the fair value of any contingent consideration.

A contingent liability of the acquiree is assumed in a business combination only if such a liability
represents a present obligation and arises from a past event, and its fair value can be measured reliably.

@KCE Annual Report 2012



The Group measures any non-controlling interest at its proportionate interest in the identifiable
net assets of the acquiree.

Transaction costs that the Group incurs in connection with a business combination, such as
legal fees, and other professional and consulting fees are expensed as incurred.

Subsidiaries

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power,
directly or indirectly, to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. The financial statements of subsidiaries are included in the consolidated financial
statements from the date that control commences until the date that control ceases.

The accounting policies of subsidiaries have been changed where necessary to align them with
the policies adopted by the Group. Losses applicable to non-controlling interests in a subsidiary are
allocated to non-controlling interests even if doing so causes the non-controlling interests to have a
deficit balance.

Loss of control

Upon the loss of control, the Group derecognises the assets and liabilities of the subsidiary, any
non-controlling interests and the other components of equity related to the subsidiary. Any surplus or
deficit arising on the loss of control is recognised in profit or loss. If the Group retains any interest in
the previous subsidiary, then such interest is measured at fair value at the date that control is lost.

Associates

Associates are those entities in which the Group has significant influence, but not control, over
the financial and operating policies. Significant influence is presumed to exist when the Group holds
between 20% and 50% of the voting power of another entity.

Investments in associates are accounted for in the consolidated financial statements using
the equity method (equity-accounted investees) and are recognised initially at cost. The cost of the
investment includes transaction costs.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income or expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains arising
from transactions with associates are eliminated against the investment to the extent of the Group’s
interest in the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only
to the extent that there is no evidence of impairment.

(b)  Foreign currencies
Foreign currency transactions

Transactions in foreign currencies are translated to Thai Baht at the foreign exchange rates
ruling at the dates of the transactions.
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Monetary assets and liabilities denominated in foreign currencies at the reporting date are
translated to Thai Baht at the foreign exchange rates ruling at that date. Foreign exchange differences arising on
translation are recognised in profit or loss.

Non-monetary assets and liabilities measured at cost in foreign currencies are translated to Thai
Baht using the foreign exchange rates ruling at the dates of the transactions.

Foreign entities

The assets and liabilities of foreign entities are translated to Thai Baht at the foreign exchange
rates ruling at the reporting date.

The revenues and expenses of foreign are translated to Thai Baht at rates approximating the
foreign exchange rates ruling at the dates of the transactions.

Foreign exchange differences arising on translation are recognised in other comprehensive income
and presented in the foreign currency translation reserve in equity until disposal of the investment.

(c) Derivatives
Forward exchange contracts

Receivables and payables arising from forward exchange contracts are translated into Baht at the
rates of exchange ruling at the end of reporting period. Gains and losses from the translation are included in
determine income. Premiums or discounts on forward exchange contracts are amortised on a straight-line
basis over the contract periods.

Currency option agreements

Currency option agreements are contracts between two parties whereby the seller grants
the buyer a future option to buy (call option) or to sell (put option) foreign currency at an exchange
rate stipulated in the agreement. the Group enters into such agreements in order to manage foreign
exchange risk.

The notional amounts of cross currency option agreements utilised by the Group to manage
foreign exchange risk are not recognised as assets or liabilities upon inception of the agreement, but
fees paid by the Group in respect of such agreements are amortised on a straight-line basis over the
term of the agreements.

Cross currency and interest rate swap agreements

Cross currency and interest rate swap agreements are contracts between the Group and counterparties
to exchange amounts of principal denominated in different currencies upon inception of the agreements,
either over the term of the agreement or on maturity, depending on the terms of the agreements made
with the counterparties. In addition, each counterparty receives or pays interest in amounts calculated
on the basis of the pre-determined principal and interest rates throughout the term of the agreements.
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With regard to amounts receivable or payable under cross currency and interest rate swap
agreements which the Group use to manage foreign exchange and interest rate risk, receivables or
payables under cross currency agreements are translated at the rate of exchange applying on the end of
reporting period, with unrealised gains or losses on such translation included in profit or loss. The differential
to be paid or received by the Group under interest rate swap agreements is recognised as an adjustment
to interest income or interest expense over the term of the agreement. Gains or losses arising upon the
termination of agreements or the early settlement of the underlying liabilities are recognised in profit or
loss. Receivables and payables under cross currency and interest rate swap agreements are presented
net in the statement of financial position.

Commodities hedge agreements

The Group enters into commodities hedge agreements whereby the Group are committed to
purchase commodities at the price and quantity as stipulated in the agreements. The Group enters
into such agreements in order to manage such risk. The Group recognises unrealised gains or losses
on the change of fair value of such commodities hedge agreements in profit or loss.

(d) Cash and cash equivalents

Cash and cash equivalents in the statements of cash flows comprise cash balances, call deposits
and highly liquid short-term investments. Bank overdrafts that are repayable on demand are a component
of financing activities for the purpose of the statement of cash flows.

(e) Trade and other accounts receivable

Trade and other accounts receivable are stated at their invoice value less allowance for doubtful

accounts.

The allowance for doubtful accounts is assessed primarily on analysis of payment histories and
future expectations of customer payments. Bad debts are written off when incurred.

(f) Inventories
Inventories are measured at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost principle, and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location and condition.
In the case of manufactured inventories and work-in-progress, cost includes an appropriate share of
production overheads based on normal operating capacity and is calculated using standard cost adjusted
to approximate average cost.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs to complete and to make the sale.
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(g) Investments
Investments in associates and subsidiaries

Investments in associates and subsidiaries entities in the separate financial statements of the
Company are accounted for using the cost method. Investments in associates in the consolidated financial
statements are accounted for using the equity method.

Investments in other debt and equity securities

Debt securities and marketable equity securities held for trading are classified as current assets
and are stated at fair value, with any resultant gain or loss recognised in profit or loss.

Equity securities which are not marketable are stated at cost less any impairment losses.
Disposal of investments

On disposal of an investment, the difference between net disposal proceeds and the carrying
amount together with the associated cumulative gain or loss that was reported in equity is recognised
in profit or loss.

If the Group disposes of part of its holding of a particular investment, the deemed cost of the
part sold is determined using the weighted average method applied to the carrying value of the total
holding of the investment.

(h)  Property, plant and equipment
Recognition and measurement
Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment
losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost
of self-constructed assets includes the cost of materials and direct labour, any other costs directly
attributable to bringing the assets to a working condition for their intended use, the costs of dismantling
and removing the items and restoring the site on which they are located, and capitalised borrowing
costs. Cost also may include transfers from other comprehensive income of any gain or loss on qualifying
cash flow hedges of foreign currency purchases of property, plant and equipment. Purchased software
that is integral to the functionality of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items (major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by
comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
and are recognised net within other income in profit or loss.
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Leased assets

Leases in terms of which the Group substantially assumes all the risk and rewards of ownership
are classified as finance leases. Plant and equipment acquired by way of finance leases is capitalised at
the lower of its fair value and the present value of the minimum lease payments at the inception of the
lease, less accumulated depreciation and impairment losses. Lease payments are apportioned between
the finance charges and reduction of the lease liability so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are charged directly to the profit or loss.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the
carrying amount of the item if it is probable that the future economic benefits embodied within the
part will flow to the Group, and its cost can be measured reliably. The carrying amount of the replaced
part is derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised
in profit or loss as incurred.

Depreciation

Depreciation is calculated based on the depreciable amount, which is the cost of an asset, or
other amount substituted for cost, less its residual value.

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of
each component of an item of property, plant and equipment. The estimated useful lives are as follows:

Buildings and plant 20 - 25 vyears
Machinery and plant equipment 5-20 years
Plant and building improvement 5-20 vyears
Furniture, fixtures and office equipment 5-10 vyears
Vehicles 5 vyears

No depreciation is provided on freehold land or assets under construction.

Depreciation methods, useful lives and residual values are reviewed at each financial year-end
and adjusted if appropriate.

(i) Intangible assets
Goodwill

Goodwill that arises upon the acquisition of subsidiaries is included in intangible assets. The measurement
of goodwill at initial recognition is described in note 4(a). Subsequent to initial recognition, goodwill is
measured at cost less accumulated impairment losses.

Other intangible assets

Other intangible assets that are acquired by the Group and have finite useful lives are measured
at cost less accumulated amortisation and accumulated impairment losses.
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)

Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits
embodied in the specific asset to which it relates. All other expenditure, including expenditure on
internally generated goodwill and brands, is recognised in profit or loss as incurred.

Amortisation

Amortisation is based on the cost of the asset, or other amount substituted for cost, less its
residual value.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful
lives of intangible assets, other than goodwill, from the date that they are available for use, since this
most closely reflects the expected pattern of consumption of the future economic benefits embodied
in the asset. The estimated useful lives for the current and comparative periods are as follows:

Software licences 5 - 15 years

Amortisation methods, useful lives and residual values are reviewed at each financial year-end
and adjusted if appropriate.

Impairment

The carrying amounts of the Group’s assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, the assets’ recoverable
amounts are estimated. For goodwill and intangible assets that have indefinite useful lives or are not
yet available for use, the recoverable amount is estimated each year at the same time.

An impairment loss is recognised if the carrying amount of an exceeds its recoverable amount.
The impairment loss is recognised in profit or loss unless it reverses a previous revaluation credited
to equity, in which case it is charged to equity.

Calculation of recoverable amount

The recoverable amount of a non-financial asset is the greater of the asset’s value in use and fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. For an asset that does not generate cash inflows largely independent
of those from other assets, the recoverable amount is determined for the cash-generating unit to
which the asset belongs.

Reversals of impairment

An impairment loss in respect of goodwill is not reversed. Impairment losses recognised in
prior periods in respect of non-financial assets are assessed at each reporting date for any indications
that the loss has decreased or no longer exists. An impairment loss is reversed if there has been a
change in the estimates used to determine the recoverable amount. An impairment loss is reversed
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would
have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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(k) Interest-bearing liabilities

Interest-bearing liabilities are recognised initially at fair value less attributable transaction
charges. Subsequent to initial recognition, interest-bearing liabilities are stated at amortised cost with
any difference between cost and redemption value being recognised in profit or loss over the period of the
borrowings on an effective interest basis.

(I) Trade and other accounts payable
Trade and other accounts payable are stated at cost.
(m) Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
employee benefit expense in profit or loss in the periods during which services are rendered by
employees.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution
plan. The Group’s net obligation in respect of defined benefit pension plans is calculated separately
for each plan by estimating the amount of future benefit that employees have earned in return for
their service in the current and prior periods; that benefit is discounted to determine its present value.
Any unrecognised past service costs and the fair value of any plan assets are deducted. The discount
rate is the yield at the reporting date on government bonds that have maturity dates approximating
the terms of the Group’s obligations and that are denominated in the same currency in which the
benefits are expected to be paid.

The calculation is performed regularly by a qualified actuary using the projected unit credit method.

When the benefits of a plan are improved, the portion of the increased benefit relating to past
service by employees is recognised in profit or loss on a straight-line basis over the average period
until the benefits become vested. To the extent that the benefits vest immediately, the expense is
recognised immediately in profit or loss.

The Group recognises all actuarial gains and losses arising from defined benefit plans in other
comprehensive income and all expenses related to defined benefit plans in profit or loss.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are
expensed as the related service is provided.
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A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing
plans if the Group has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee, and the obligation can be estimated reliably.

Share-based payments

The grant-date fair value of share-based payment awards granted to employees is recognised
as an employee expense, with a corresponding increase in equity, over the period that the employees
become unconditionally entitled to the awards. The amount recognised as an expense is adjusted to
reflect the actual number of awards for which the related service and non-market vesting conditions
are expected to be met.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognised as finance cost.

Treasury shares

When share capital recognised as equity is repurchased, the amount of consideration paid,
including directly attributable costs, is classified as treasury shares and recognised as a deduction from
equity. An equal amount is appropriated from retained earnings and taken to a reserve for treasury
shares within equity. When treasury shares are sold, the amount received is recognised as an increase
in equity by crediting the cost of the treasury shares sold, calculated using the weighted average
method, to the treasury shares account and transferring the equivalent amount back from reserve for
treasury shares to retained earnings. Surpluses on the sale of treasury shares are taken directly to
a separate category within equity, ‘Surplus on treasury shares’. Net deficits on sale or cancellation
of treasury shares are debited to retained earnings after setting off against any remaining balance of
surplus on treasury shares.

Revenue

Revenue excludes value added taxes and is arrived at after deduction of trade discounts and
volume rebates.

Sale of goods and services rendered

Revenue is recognised in profit or loss when the significant risks and rewards of ownership
have been transferred to the buyer. No revenue is recognised if there is continuing management
involvement with the goods or there are significant uncertainties regarding recovery of the consideration
due, associated costs or the probable return of goods. Service income is recognised as services are
provided taking into account the stage of completion.
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Dividend income

Dividend income is recognised in profit or loss on the date the Group’s right to receive payments
is established.

Interest income
Interest income is recognised in profit or loss as it accrues.
(g) Finance costs

Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions
and contingent consideration.

Borrowing costs that are not directly attributable to the acquisition, construction or production
of a qualifying asset are recognised in profit or loss using the effective interest method.

(r) Lease payments

Payments made under operating leases are recognised in profit or loss on a straight line basis
over the term of the lease.

Contingent lease payments are accounted for by revising the minimum lease payments over
the remaining term of the lease when the lease adjustment is confirmed.

Determining whether an arrangement contains a lease

At inception of an arrangement, the Group determines whether such an arrangement is or
contains a lease. A specific asset is the subject of a lease if fulfillment of the arrangement is
dependent on the use of that specified asset. An arrangement conveys the right to use the asset if
the arrangement conveys to the Group the right to control the use of the underlying asset.

At inception or upon reassessment of the arrangement, the Group separates payments and other
consideration required by such an arrangement into those for the lease and those for other elements on
the basis of their relative fair values. If the Group concludes for a finance lease that it is impracticable
to separate the payments reliably, an asset and a liability are recognised at an amount equal to the
fair value of the underlying asset. Subsequently the liability is reduced as payments are made and an
imputed finance charge on the liability is recognised using the Group’s incremental borrowing rate.

(s) Income tax

Income tax on the profit or loss for the year comprises current tax. Current tax is the expected tax
payable on the taxable income for the year, using tax rates enacted at the reporting date, and any adjustment
to tax payable in respect of previous years.

In determining the amount of current tax, the Group takes into account the impact of uncertain
tax positions and whether additional taxes and interest may be due. The Group believes that its accruals for
tax liabilities are adequate for all open tax years based on its assessment of many factors, including
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interpretations of tax law and prior experience. This assessment relies on estimates and assumptions
and may involve a series of judgements about future events. New information may become available
that causes the Group to change its judgement regarding the adequacy of existing tax liabilities; such
changes to tax liabilities will impact tax expense in the period that such a determination is made.

(t) Earnings per share

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by the weighted average number of ordinary shares outstanding during the period, adjusted
for own shares held. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding, adjusted for own
shares held, for the effects of all dilutive potential ordinary shares, which comprise convertible notes
and share options granted to employees.

5 Acquisition of subsidiary

On 2 October 2012, the Group obtained a controlling interest of Chemtronic Technology (Thailand) Co., Ltd.
(“Chemtronic”), which is engaged in the business of operating a factory manufacturing ink for printed circuit
board and chemical solution used in the production of printed circuit board by acquiring ordinary shares at the
proportion of 97.25% of the total issued and fully paid up shares. Taking control of Chemtronic will enable
the Group to increase profitability in the production process and have enough chemicals while shortage.

For the period from 2 October 2012 to 31 December 2012, Chemtronic contributed revenue of Baht 69
million and profit of Baht 26 million to the Group’s results. If the acquisition had occurred on 1 January 2012,
management estimates that consolidated revenue for the year ended 31 December 2012 would have been
Baht 284 million. In determining these amounts, management has assumed that the fair value adjustments,
determined provisionally, that arose on the date of acquisition would have been the same if the acquisition had
occurred on 1 January 2012.

The following summarises the major classes of consideration transferred, and the recognised amounts
of assets acquired and liabilities assumed at the acquisition date:
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Identifiable assets acquired, liabilities assumed and goodwill

(Unit : Thousand Baht)

Carrying Fair value Recognised
amounts adjustments values
Cash and cash equivalents 63,058 - 63,058
Trade and other receivables 48,960 - 48,960
Inventories 13,373 - 13,373
Property, plant and equipment 61,149 30,664 91,813
Other liabilities (59,253) = (59,253)
Total identifiable net assets 127,287 30,664 157,951
Interest in acquire 97.25%
Net identifiable assets acquired and
liabilities assumed 153,607
Total consideration transferred (233,400)
Goodwill 79,793

The goodwill is attributable mainly to the skills and technical talent of Chemtronic’s work force, and

the synergies expected to be achieved from integrating Chemtronic into the Group’s business. None of the

goodwill recognised is expected to be deductible for income tax purposes.

The Group is continuing its review of these matters during the measurement period. If new information
obtained within one year from the acquisition date about facts and circumstances that existed at the
acquisition date identifies adjustments to the above determined fair values, or any additional assets or
liabilities that existed at the acquisition date, then the acquisition accounting will be revised.

6 Related parties

For the purposes of these financial statements, parties are considered to be related to the Group if

the Group has the ability, directly or indirectly, to control or joint control the party or exercise significant
influence over the party in making financial and operating decisions, or vice versa, or where the Group and
the party are subject to common control or common significant influence. Related parties may be individuals
or other entities.

Relationships with subsidiaries and associates entities are described in notes 10 and 11. Relationships
with key management and other related parties were as follows:

Name of entities Country of Nature of relationships
incorporation /
nationality

Key management personnel Thai Persons having authority and responsibility
for planning, directing and controlling the
activities of the entity, directly or indirectly,
including any director (whether executive or

otherwise) of the Group.
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The pricing policies for particular types of transactions are explained further below:

Transactions
Subsidiaries

Sales of goods

Rendering of service

Sales of property, plant and equipment
Dividend income

Other income

Purchase of goods

Purchase of property, plant
and equipment

Associates
Sales of goods

Purchase of raw materials

Commission expense

Pricing policies

Market prices and prices per job order for each product
which are agreed between the parties

Market prices and prices per job order for each product
which are agreed between the parties

Net book value plus margin and prices agreed between
the parties

As announced in the minute of shareholders’ meeting
Prices agreed between the parties

Market prices and prices per job order for each product
which are agreed between the parties

Prices agreed between the parties

Market prices at which similar quality products are sold
under same conditions
Market prices at which similar quality products are purchased
under same conditions
At the rate agreed between the parties which is general rate
for the same business
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Significant transactions for the years ended 31 December with related parties were as follows:

(Unit : Million Baht)

Consolidated Separate
financial statements financial statements
For the years ended 31 December 2012

Subsidiaries
Sale of goods -
Rendering of service -
Rental income -
Other income -
Sales of property, plant and equipment -
Purchases of goods -
Purchases of property, plant and equipment -
Other expense -
Dividend income -

Associates

Sales of goods 1,037
Purchase of raw material 59
Commission expense 53

Purchases of property, plant and equipment
Other expense

Key management personnel

Key management personnel compensation

Short-term employee benefit 78
Share-based payments 5
Total key management personnel compensation 83

Balances as at 31 December with related parties were as follows:
(Unit : Thousand Baht)

Consolidated Separate

Trade receivables financial statements financial statements
- related parties 2012

Subsidiaries

KCE Technology Co., Ltd. - 29,298

K.C.E. International Co., Ltd. - 5,825

KCE (Thailand) Co., Ltd. - 8,342

Thai Laminate Manufacturer Co., Ltd. - 1,358

Associates

KCE America, Inc. 337,548 205,073

KCE Singapore Pte., Ltd. 40,177 8,257

KCE Taiwan Co., Ltd. 69 -

Total 37,790
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(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements
Other receivables - related parties

Subsidiaries
KCE Technology Co., Ltd. - 2,980 3,623
Chemtronic Technology (Thailand) Co., Ltd. - 2,911 -
K.C.E. International Co., Ltd. - 1,506 811
KCE (Thailand) Co., Ltd. - 5 5
Thai Laminate Manufacturer Co., Ltd. - - 176
Thai Business Solution Co., Ltd. = - 46
Associate
KCE Singapore Pte., Ltd. 1,342 - 1,342 -
Other related party
Thai Business Solution Co., Ltd. 10 - 10 -
Total 1,352 - 8,754 4,661

Trade payables - related parties

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Subsidiaries

Thai Laminate Manufacturer Co., Ltd. - 266,133 349,433
K.C.E. International Co., Ltd. - 39,448 39,856
KCE Technology Co., Ltd. = 27,109 14,864
Chemtronic Chemical (Thailand) Co., Ltd. - 6,737 -
Associates

KCE Taiwan Co., Ltd 31,248 - 17,259 -
KCE Singapore Pte., Ltd. 19,524 15,112 16,086 12,460
Total 50,772 15,112 372,772 416,613

Other payables for purchase of
machineries and equipment
- related parties

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Subsidiaries

KCE Technology Co., Ltd.

Thai Business Solution Co., Ltd.
Associate

KCE Taiwan Co., Ltd.

Other related party

Thai Business Solution Co., Ltd.

396 = - -

891 = 700 =

Total

1,287 = 9,170 430
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Other payables
- related parties

(Unit : Thousand Baht)

Subsidiaries

Consolidated Separate
financial statements financial statements

K.C.E. International Co., Ltd. - - 3,627
KCE Technology Co., Ltd. - - 1,017
Thai Business Solution Co., Ltd. - - 25
Thai Laminate Manufacturer Co., Ltd. - - 20
Associate

KCE Singapore Pte., Ltd. 18,364 11,105 1,730 2,655
Other related party

Thai Business Solution Co., Ltd. 3,113 - 930 -
Total 21,477 11,105 2,660 7,344

Guarantee obligations with related parties

The Company and its subsidiaries have outstanding guarantee obligations with its related parties, as
described in Note 32 to the financial statements.

7 Cash and cash equivalents

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Cash on hand 269 207 50 50
Cash at banks - current accounts 219,498 442,153 64,099 119,739
Cash at banks - savings accounts 102,088 60,175 30,826 22,703
Highly liquid short-term investments 75,000 33,000 - -
Others 323 - - -
Total 397,178 5515,5513 94,975 142,492

The currency denomination of cash and cash equivalents as at 31 December was as follows:

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Thai Baht (THB) 391,184 521,607 89,481 129,014
United States Dollars (USD) 3,007 10,928 2,678 10,652
Euro (EUR) 2,282 2,304 2,111 2,130
Great British Pound (GBP) 705 696 705 696
Total 397,178 555,561 94,975 142,492
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8 Trade and other receivables

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements
Note 2012 2011 ‘ 2012 ‘ 2011

Trade receivable

Related parties 6 377,794 258,153

Other parties 1,581,479 756,598
Total 1,959,273 1,014,751
Less allowance for doubtful accounts (353) (322)
Other receivables

Related parties 6 1,352 8,754

Other parties 254,555 9,227

Total

255,907 17,981

Total trade and other receivables

2,214,827 1,032,410

Bad and doubtful debts expense
for the year ended 31 December

Aging analysis for trade accounts receivable were as follows:

(Unit : Thousand Baht)

Related parties
Within credit terms
Overdue:
Less than 3 months
3 - 6 months
6 - 12 months
Over 12 months

Consolidated Separate
financial statements financial statements
2012
309,850 204,305
67,766 53,5628
129 123
33 39
16 158

Less allowance for doubtful accounts

377,794 258,153

377,794 258,153

Other parties
Within credit terms
Overdue:
Less than 3 months
3 - 6 months
6 - 12 months
Over 12 months

1,241,118 591,016
333,728 165,582
4,652 -
1,632 -
349

Less allowance for doubtful accounts

1,681,479

756,598
(3563) (322)

1,681,126 756,276

Net

1,958,920 1,014,429
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The normal credit terms granted by the Group range from 30 days to 120 days.

The currency denomination of trade accounts receivable as at 31 December was as follows:

(Unit : Thousand Baht)

Consolidated

financial statements

Separate

financial statements

Thai Baht (THB) 66,863 26,679 52,501 141,984
United States Dollars (USD) 1,625,496 977,800 629,395 538,142
Euro (EUR) 354,652 476,381 320,625 337,214
Great British Pound (GBP) 12,009 809 12,008 620
Total 1,958,920 1,481,669 1,014,429 1,017,960

9 Inventories

(Unit : Thousand Baht)

Consolidated

financial statements

Separate

financial statements

Finished goods 263,314 167,526 66,852 70,852
Work in progress 181,956 222,750 89,266 154,239
Raw materials 308,604 321,291 82,296 109,943
Factory supplies 317,255 251,296 130,564 133,108
Spare parts 121,890 119,447 56,240 49,832
Goods in transit 94,534 30,550 35,455 5,416
1,287,553 1,112,860 460,673 523,390
Less allowance for decline in value (47,349) (33,118) (16,678) (19,554)
Total 1,240,204 1,079,742 443,995 503,836
Inventories recognised as an expense in
‘cost of sales of goods’:
- Cost 5,175,418 5,934,241 2,871,336 2,763,347
- Write-down to net realisable value (reversal) 14,231 (11,087) (2,876) 1,947
Net total 5,189,649 5,923,154 2,868,460 2,765,294
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10 Investments in associates

(Unit : Thousand Baht)

Consolidated

financial statements
Equity Method

Separate

financial statements

Cost Method

Associates
At 1 January 82,133 76,816 2,422 2,422
Share of loss from investments in associates

using equity method (2,621) (359) - -
Foreign currency translation differences for

foreign operations (3,378) 5,676 - -
Acquisitions 1,540 - 1,540 -
At 31 December 77,674 82,133 3,962 2,422
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On 16 June 2011, the Extraordinary General Meeting of the shareholders of KCE Technology Co., Ltd.
approved the increase of the subsidiary’s registered share capital from Baht 1,400 million (140,000,000
ordinary shares of Baht 10 each) to Baht 1,600 million (160,000,000 ordinary shares of Baht 10 each) through
an issuance of 20,000,000 new ordinary shares at a par value of Baht 10 each, totaling Baht 200 million.
The Company acquired and fully paid all the newly issued ordinary shares during the year. The subsidiary
registered the share capital increase with the Ministry of Commerce on 29 June 2011.

At the board of directors’ meeting of the Company held on 22 May 2012, the board of directors
approved to sell investment of 90,000 ordinary shares or 30% of the issue and paid-up share capital in Thai
Business Solution Co., Ltd. to a shareholder of Thai Business Solution Co., Ltd. at a price of Baht 10 per
share, totaling Baht 0.9 million. The investment was sold in November 2012. Therefore, the Company held
the rest of investment of 19% of the issue and paid-up share capital and has no ability to control or exercise
significant influence in making financial and operating decisions. As such, the Company recorded the rest of
investment as other long-term investment in the statement of financial position as at 31 December 2012.
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The gross amount of the Group’s and the Company’s fully depreciated property, plant and equipment
that was still in use as at 31 December 2012 amounted to Baht 1,994 million (2011: Baht 1,718 million) for
the consolidated financial statements and Baht 932 million (2011: Baht 786 million) for the separate financial

statements.

12.1  The Company and its two subsidiaries, K.C.E. International Co., Ltd. and Thai Laminate Manufacturer
Co., Ltd., entered into negative pledge memorandums which are part of bank overdrafts and loans
agreements. Under these memorandums, the Company and its subsidiaries are not allowed to dispose
of, transfer, mortgage or provide any lien on their assets, as stipulated in such memorandums.

12.2  The subsidiaries of the Company have mortgaged and pledged the following property, plant and equipment.

12.2.1  Thai Laminate Manufacturer Co., Ltd. has mortgaged its construction and pledged its machinery
with total net book value as at 31 December 2012 of Baht 171 million (2011: Baht 202 million),
as collateral for loans from banks, as described in Note 15.

12.2.2 KCE Technology Co., Ltd. has mortgaged its land and construction thereon and pledged its
machinery with a total net book value as at 31 December 2012 of Baht 1,084 million
(2011: Baht 1,164 million), as collateral for bank overdrafts and loans from banks, as described
in Note 15.

12.3 The Company and its subsidiaries have capitalised interest expenses as part of costs of machinery
and equipment under installation for the years ended 31 December 2012 and 2011 as follows:

Consolidated Separate

financial statements financial statements

Interest expenses capitalised as cost of
machinery and equipment (Thousand Baht) 12,559 262 - -
Capitalisation rate (% per annum) 1.70 - 3.34 2.14 - 2.26 - -
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13 Goodwill

(Unit : Thousand Baht)

Consolidated
financial statements

Note 0 0
Cost
At 1 January - -
Acquired through business combinations 5 79,793 -
At 31 December 79,793 -
Impairment losses
At 1 January - -
Impairment loss - -
At 31 December - -
Net book value
At 1 January - -
At 31 December 79,793 -

14 Intangible assets

(Unit : Thousand Baht)

Software licences
Consolidated| Separate
financial financial
statements | statements
Cost
At 1 January 2011 126,333 72,438
Additions 15,300 12,037
At 31 December 2011 and 1 January 2012 141,633 84,475
Additions 84,810 14,810
Transfers in/(out) (3) (3)
Disposals (641)
At 31 December 2012 225,799 99,282
Amortisation and impairment losses
At 1 January 2011 50,974 18,782
Amortisation for the year 4,214 4,003
At 31 December 2011 and 1 January 2012 55,188 22,785
Amortisation for the year 10,266 5,808
Disposals (337)
At 31 December 2012 65,117 28,593
Net book value
At 1 January 2011 75,359 53,656
At 31 December 2011 and 1 January 2012 86,445 61,690
At 31 December 2012 160,682 70,689
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15 Interest-bearing liabilities

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements
Current
Bank overdrafts - secured
Short-term loans from financial institutions 2,484 - 2,484 -

- secured 664,450 918,950 80,000 240,000
Packing credits - secured 1,216,887 2,042,462 570,887 920,149
Trust receipts - secured 927,985 589,655 56,151 53,728
Total bank overdrafts and short-term loans

from financial institutions 2,811,806 3,551,067 709,522 1,213,877
Current portion of long-term loans - secured 1,373,025 352,564 301,677 124,727
Current portion of liabilities under

hire-purchase and finance lease liabilities 19,700 51,511 14,858 43,348
Total current interest-bearing liabilities 4,204,531 3,955,142 1,026,057 1,381,952
Non-current
Long-term loans - secured 1,317,003 1,260,174 613,578 229,162
Liabilities under hire-purchase and Finance

lease agreements 9,601 23,637 5,221 19,340
Total non-current interest-bearing liabilities| 1,326,604 1,283,811 618,799 248,502
Total 5,531,135 5,238,953 1,644,856 1,630,454

The periods to maturity of interest-bearing liabilities, excluding liabilities under hire-purchase and finance

lease liabilities, as at 31 December were as follows:

(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Within one year 4,184,831 3,903,631 1,011,199 1,338,604
After one year but within five years 1,317,003 1,260,174 613,578 229,162
After five years - = - -

Total 5,501,834 5,163,805 1,624,777 1,567,766
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Secured interest-bearing liabilities as at 31 December were secured on the following assets:

(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Property, plant and equipment 1,254,994 1,245,981 - -

Total 1,254,994 1,245,981 - -

15.1 Bank overdrafts and partial loans from financial institutions of the Company are guaranteed by K.C.E.
International Co., Ltd., a subsidiary company.

15.2 Bank overdrafts and loans from financial institutions of K.C.E. International Co., Ltd., a subsidiary
company, are guaranteed by the Company.

15.3 Bank overdrafts and loans from financial institutions of KCE Technology Co., Ltd., a subsidiary
company, are guaranteed by the Company and are secured by the mortgage of land and construction
thereon and the pledge of most of machinery of such subsidiary company.

15.4  Long-term loans from financial institutions of K.C.E. International Co., Ltd., a subsidiary company,
are guaranteed by the Company. Under the loan agreement, the subsidiary company has to comply
with certain conditions, including maintaining interest bearing debt to equity ratio of not more than
2:1 and debt service coverage ratio (DSCR) of not less than 1.2:1.

15,5 Long-term loans from financial institutions of Thai Laminate Manufacturer Co., Ltd., a subsidiary, are
secured by mortgage and pledge of subsidiary’s construction and machinery.

15.6  Long-term loans from financial institutions of KCE Technology Co., Ltd., a subsidiary, are in US Dollar,
with a SIBOR (Singapore Interbank Offered Rate) plus rates as specified in agreements. The loans are
guaranteed by the Company and are secured by the mortgage of the subsidiary’s land and construction
thereon and the pledge of most of the subsidiary’s machinery.
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Liabilities under hire-purchase and finance lease liabilities

Liabilities under hire-purchase and finance lease liabilities as at 31 December were payable as follows

(Unit : Thousand Baht)

Consolidated financial statements

Future Present value Future Present value
minimum of minimum | minimum of minimum
lease lease lease lease
payments Interest payments payments Interest payments
Within one year 20,497 (797) 19,700 53,957 (2,446) 51,511
After one year but
within five years 10,105 (504) 9,601 24,621 (984) 23,637
Total 30,602 (1,301) 29,301 78,578 (3,430) 75,148

(Unit : Thousand Baht)

Separate financial statements

Future Present value Future Present value
minimum of minimum | minimum of minimum
lease lease lease lease
payments Interest payments payments Interest payments
Within one year 15,375 (5617) 14,858 45,259 (1,911) 43,348
After one year but
within five years 5,459 (238) 5,221 20,058 (718) 19,340
Total 20,834 (755) 20,079 65,317 (2,629) 62,688

The Group entered into a number of hire-purchase and finance lease agreements with leasing companies

for rental of machinery and equipment for use in their operations, whereby they are committed to pay rental

on a monthly basis. The terms of the agreements are generally 4 years. At the end of each agreement,

the Company and its subsidiaries have an option to purchase such machinery and equipment at terms and

prices which are specified in the lease agreements.
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The currency denomination of interest-bearing liabilities as at 31 December was as follows:

(Unit : Thousand Baht)

Consolidated
financial statements

Separate
financial statements

Thai Baht (THB) 2,644,923 2,306,248 725,297 1,040,422
United States Dollars (USD) 2,877,888 2,929,233 919,569 590,032
Euro (EUR) 6,674 3,472 - -
Yen 1,750 - - -
Total 5,631,135 5,238,953 1,644,856 1,630,454

16 Trade payables and others

(Unit : Thousand Baht)

Note

Trade payables

Consolidated
financial statements

Separate
financial statements

Related parties 6 50,772 15,112 372,772 416,613
Other parties 1,040,543 835,410 281,907 335,957
Other payables for purchase of
machineries and equipment
Related parties 6 1,287 - 9,170 430
Other parties 202,536 359,346 30,487 20,075
Other payables
Related parties 6 21,477 11,105 2,660 7,344
Other parties 41,389 69,585 12,927 24,440
Accrued expenses 208,471 176,119 71,422 69,559
Total trade and other payables 1,566,475 1,466,677 781,345 874,418

17 Employee benefit obligations

The Group adopted TAS 19 - Employee Benefits with effect from 1 January 2011. The Group opted
to record the transitional obligation as at 1 January 2011, totaling Baht 63.5 million for the Group and Baht
36.7 million for the Company, as an adjustment to retained earnings as at 1 January 2011.

Movement in the present value of the defined benefit obligations

(Unit : Thousand Baht)

Consolidated
financial statements

Separate
financial statements

Defined benefit obligations at 1 January 62,142 63,459 31,496 36,661
Increase from acquisition of subsidiary 3,216 - - -
Decrease from disposal of subsidiary (1,677) - - =
Benefits paid by the plan (3,624) (9,280) - (8,677)
Current service costs and interest 7,244 7,963 3,487 3,512
Defined benefit obligations at

31 December 67,301 62,142 34,983 31,496
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Expense recognised in profit or loss
(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Current service costs 5,053 5,781 2,212 2,245
Interest on obligation 2,191 2,182 1,275 1,267
Total 7,244 7,963 3,487 3,512

The expense is recognised in the following line items in the statement of comprehensive income:

(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements

Cost of sales 3,250 3,159 1,752 1,632
Administrative expenses 3,994 4,804 1,735 1,880
Total 7,244 7,963 3,487 o112

Principal actuarial assumptions at the reporting date (expressed as weighted averages):
(%)

Consolidated Separate
financial statements financial statements

Discount rate 3.8 3.8 3.8 3.8
Future salary increases 4.0-8.0 4.0-8.0 4.0-8.0 4.0-8.0

Assumptions regarding future mortality are based on published statistics and mortality tables.

18 Share capital

Par value
per share Number Baht Number Baht
(in Baht) (thousand shares / thousand Baht)
Authorised
At 1 January
- ordinary shares 1 500,000 500,000 500,000 500,000
Reduction of shares 1 (8,170) (8,170) - -
At 31 December
- ordinary shares 1 491,830 491,830 500,000 500,000
Issued and paid-up
At 1 January
- ordinary shares 1 472,224 472,224 471,067 471,067
Reduction of shares 1 (8,170) (8,170) = -
Issue of new shares 1 8,547 8,547 1,157 1,157
At 31 December
- ordinary shares 1 472,601 472,601 472,224 472,224
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Share warrants

During 2007, the Company issued and allotted 3,000,000 registered and nontransferable (except for
transferring as stipulated in the prospectus) warrants free of charge to the employees of the Company and/
or its subsidiaries. These warrants are exercisable at a price of Baht 3.93 per share at a ratio of 1 warrant to
1 new ordinary share, every quarter from 15 to 18 of March, June, September and December, for a period
of b years from the issue date, starting from 15 to 18 September 2008 and with a final exercise date of 18
June 2012. The aforesaid exercise price and/or exercise ratio may be adjusted if certain events stipulated
in the prospectus occur. As at 31 December 2012, there was no outstanding balance of these warrants.

Subsequently on 29 April 2010, the Annual General Meeting of the Company’s shareholders passed
a resolution approving the issuance and offering 10,000,000 registered and nontransferable (except for
transferring as stipulated in the prospectus for ESOP-W3) warrants free of charge to the directors and
employees of the Company and/or its subsidiaries, and allocation of shares to reserve for the exercise of the
warrants. These warrants are exercisable at a price of Baht 6.86 per share at a ratio of 1 warrant to 1 new
ordinary share, every quarter from 15 to 18 of March, June, September and December, for a period of 3
years from the issue date, starting from 15 to 18 June 2010 and with a final exercise date of 18 June 2013.

Subsequently on 28 April 2011, the Annual General Meeting of the Company’s shareholders passed
a resolution approving to establish the issuance and offering of 10,000,000 registered and nontransferable
(except for transferring as stipulated in the prospectus for ESOP-W4) warrants free of charge to the directors
and employees of the Company and/or its subsidiaries, and allocation of shares to reserve for the exercise
of the warrants. These warrants are exercisable at a price of Baht 7.81 per share at a ratio of 1 warrant to
1 new ordinary share, every quarter from 1 to 10 of March, June, September and December, for a period
of 5 years from the issue date. The Company granted the said warrants to the directors and employees of
the Company and/or it subsidiaries on 12 March 2012, which is the date of notification of conditions and
arrangements in excersing the warrants to the directors and employees. The first exercise period is 1 to 10
June 2012 and the final exercise date is 10 March 2017.

As the Thai Financial Reporting Standards 2 (TFRS2): Share-based Payment was effective for the
share-based payment awards granted on or after 1 January 2011. Therefore, according to TFRS2, ESOP-W4
has to be measured by using the fair value of the warrants on the grant date.

Measurement of fair value

The fair value of the warrants granted “ESOP-W4” was measured based on Binomial option pricing
model. Expected volatility is estimated by considering historic average share price volatility during the period
13 March 2007 to 12 March 2012.
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The inputs used in the measurement of the fair values at grant date of warrants “ESOP-W4” were

as follows:
Fair value at grant date Baht 1.238
Share price at grant date Baht 5.156
Exercise price Baht 7.81
Expected volatility (%) 45.62
Expected dividends (%) 2.67
Risk-free interest rate (%) 3.42
Termination rate (%) 0.26

The expense recognised from share-based payment transaction for the year ended 31 December 2012
was Baht 12.4 million for the consolidated financial statements and Baht 6.1 million for the separate financial

statements.

Movements of share warrants during the year ended 31 December 2012 and 2011 are summarised below:

Units Amount Units Amount

thousand unit / thousand Baht

Warrants issued at 1 January 2,800 - 4,430 -
Add: Warrants issued during the year 10,000 12,380 - -
Less: Exercised during the year (8,547) (8,371) (1,157) -

Cancelled during the year - - (473) -
Warrants issued at 31 December 4,253 4,009 2,800 -

In September 2012, the Company received share subscription from ESOP-W3 for 920,000 additional
ordinary shares of Baht 6.86 each share and from ESOP-W4 for 4,320,000 additional ordinary shares of Baht
7.81 each share supporting the exercise of the warrants, totaling of Baht 40,050,400. The Company registered
the said increase of new shares with the Ministry of Commerce on 26 September 2012.

In December 2012, the Company received share subscription from ESOP-W3 for 865,000 additional
ordinary shares of Baht 6.86 each share and from ESOP-W4 for 2,442,000 additional ordinary shares of Baht
7.81 each share supporting the exercise of the warrants, totaling of Baht 25,005,920. The Company registered
the said increase of new shares with the Ministry of Commerce on 26 December 2012.

As at 31 December 2012, share warrants outstanding consists of share warrants of ESOP-W3 of
1,015,000 units and ESOP-W4 of 3,238,000 units.
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19 Treasury shares

As at 31 December 2012 and 2011, details of treasury shares are as follows:

Consolidated/
separate financial statements
0 0
Cost of treasury shares (Thousand Baht) 105,582 70,050
Number of treasury shares (Thousand shares) 14,000 8,170
Average price per share (Baht) 7.54 8.57
Percentage of treasury shares to the Company’s shares in issue 2.96 1.73

On 20 July 2010, the meeting of the Board of Directors of the Company No. 7/2010 passed the
resolutions approving the Company’s share repurchase program for financial management, with value not
exceeding Baht 90 million, and not exceeding the Company’s retained earnings. The number of shares
repurchased will be 10 million shares at the par value of Baht 1 each, or equal to 2.14% of the total paid-up
share capital. The repurchase period will be from 9 August 2010 to 8 February 2011.

Any shares bought back are to be resold on the Stock Exchange of Thailand during the period from 9
August 2011 to 8 February 2012. Resale of shares, cancellations of the repurchased shares and reductions
of share capital are to conform with the 2001 Ministerial Regulations on the principles and procedures for
the repurchase and resale of shares. The determination of the resale price will be taken into account the
prevailing market price at the time of sale.

During the first quarter of 2012, the Company reduced its authorised and issued and paid-up share
capital by way of writing off all 8,170,500 repurchased shares with a par value of Baht 1 each which remain
unsold, as empowered by the resolution of the Company’s Board of Directors’ meeting No. 7/2010. This
resulted in a decrease in its authorised and issued and paid-up share capital from authorised share capital
of 500 million ordinary shares (Baht 1 each) and issued and paid-up share capital of 472,224,269 ordinary
shares (Baht 1 each) to authorised share capital of 491,829,500 ordinary shares (Baht 1 each) and issued and
paid-up share capital of 464,053,769 ordinary shares (Baht 1 each). The Company registered the reduction
of its registered share capital with the Ministry of Commerce on 15 February 2012.

On 22 May 2012, the meeting of the Board of Directors of the Company No. 6/2012 passed the
resolutions approving the Company’s share repurchase program for financial management, with value not
exceeding Baht 280 million, and not exceeding the Company’s retained earnings. The number of shares
repurchased will be 46.4 million shares at the par value of Baht 1 each, or equal to 10.00% of the total
paid-up share capital. The repurchase period will be from 11 June 2012 to 10 December 2012. The period
for the resale of shares bought back will be considered by the Board of Directors after 6 months from the
completion date of share repurchase program and not later than 3 years from the time. Any shares bought
back are to be resold on the Stock Exchange of Thailand. Resale of shares, cancellations of the repurchased
shares and reductions of share capital are to conform with the 2001 Ministerial Regulations on the principles
and procedures for the repurchase and resale of shares. The determination of the resale price will take into
account the prevailing market price at the time of sale.
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During the year ended 31 December 2012, the Company repurchased 14 million ordinary shares with
total cost of Baht 105.58 million and set aside Baht 105.58 million of its retained earnings as reserve for
treasury shares. As at 31 December 2012, total shares repurchased by the Company were 14 million ordinary
shares with total cost of Baht 105.58 million and reserve for treasury shares amounted to Baht 105.58 million.

20 Reserves
Reserves comprise:
Appropriations of profit and/or retained earnings
Legal reserve

Section 116 of the Public Companies Act B.E. 2535 Section 116 requires that a public company shall
allocate not less than 5% of its annual net profit, less any accumulated losses brought forward, to a reserve
account (“legal reserve”), until this account reaches an amount not less than 10% of the registered authorised
capital. The legal reserve is not available for dividend distribution.

Treasury shares reserve

The treasury shares reserve represents the amount appropriated from retained earnings equal to the
cost of the Company’s own shares held by the Group. The treasury shares reserve is not available for
dividend distribution.

Other components of equity
Currency translation differences

The currency translation differences account within equity comprises all foreign currency differences
arising from the translation of the financial statements of foreign operations, as well as from the translation
of liabilities that hedge the Company’s net investment in a foreign operation.

Movements in reserves

Movements in reserves are shown in the statements of changes in equity.
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22 Gain (loss) on exchange rate and from hedging activities
(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Included in other income

- Gain on exchange rate and from
hedging activities - net 159,011 - 53,729 -

Included in administrative expenses

- Loss on exchange rate and from
hedging activities - net - (78,663) - (22,017)

23 Selling expenses
(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Freight charge 202,126 216,280 125,620 125,382
Commission expense 155,043 141,322 57,021 56,560
Employee benefit expenses 8,871 8,444 3,420 3,367
Others 66,706 100,891 29,015 41,434
Total 432,746 466,937 215,076 226,743

24 Administrative expenses
(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements
Employee benefit expenses 345,783 347,466 122,554 129,810
Loss from business interruption 117,391 100,707 - -
Depreciation of property, plant and equipment 27,095 25,209 11,509 10,036
Insurance expense 43,168 17,682 7,248 2,722
Repair and maintenance expenses 23,431 16,447 8,287 6,342
Others 85,503 177,615 54,319 73,695
Total 642,371 685,126 203,917 222,605

25 Expenses by nature

The statements of income include an analysis of expenses by function. Expenses by nature disclosed
in accordance with the requirements of various TFRS were as follows:
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(Unit : Thousand Baht)

Consolidated Separate
financial statements financial statements
Note

Raw materials and

consumables used 3,014,949 3,466,361 1,969,587 2,061,073
Employee benefit expenses 1,287,588 1,264,798 506,095 474,000
Utility expenses 488,070 462,949 173,768 150,911
Depreciation of property, plant

and equipment 12 477,401 548,158 153,663 160,387
Freight charge 23 202,126 216,280 125,620 125,382
Repair and maintenance expenses 171,545 227,847 79,142 64,225
Commission expense 23 155,043 141,322 57,021 56,560
26 Finance costs

(Unit : Thousand Baht)
Consolidated Separate
financial statements financial statements
Note

Interest expenses to banks 171,838 153,755 51,619 44,775
Less: amounts included in the

cost of qualifying assets:

- Machinery and equipment 12 (12,559) (262) - -
Net 159,279 163,493 51,619 44,775

27 Income tax expense

Income tax reduction

Royal Decree No. 530 B.E. 2554 dated 21 December 2011 grants a reduction in the corporate income
tax rate for the three accounting periods 2012, 2013 and 2014; from 30% to 23% for the accounting period
2012 which begins on or after 1 January 2012 and to 20% for the following two accounting periods 2013
and 2014 which begin on or after 1 January 2013 and 2014, respectively.

[t is understood that the Government will proceed to amend the law in order to maintain the corporate
income tax rate at not higher than 20% for the accounting period 2015 which begins on or after 1 January
2015 and onwards in order to give full effect to the Cabinet resolution dated 11 October 2011 to increase
Thailand’s tax competitiveness.

The current tax expense in the consolidated and separate statements of comprehensive income is
less than the amount determined by applying the Thai corporation tax rate to the accounting profit for the
year principally because:

(a) a significant portion of the Group’s profit was derived from promoted activities for which are not
subject to tax.

(b) unutilised tax losses brought forward from the previous year have been utilised during the year
to set-off against the current year’s tax charge.

(c) of the different treatment for accounting and taxation purposes of certain items of expense.
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As promoted companies, the Group must comply with certain terms and conditions prescribed in the
promotional certificates.

Summary of revenue from promoted and non-promoted businesses:

(Unit : Thousand Baht)

Separate financial statements
Non- Non-
Promoted | promoted Promoted | promoted
businesses | businesses Total businesses | businesses Total
Export sales - 3,269,416 3,269,416 - 3,347,039 3,347,039
Local sales - 223,713 223,713 - 120,585 120,585
Total Revenue - 3,493,129 3,493,129 - 3,467,624 3,467,624

29 Earnings per share
Basic earnings per share

The calculations of basic earnings per share for the years ended 31 December 2012 and 2011 were
based on the profit for the years attributable to ordinary shareholders of the Company and the weighted
average number of ordinary shares outstanding during the periods as follows:

Consolidated Separate

financial statements financial statements

thousand Baht / thousand Shares

Profit attributable to ordinary

shareholders of the Company (basic) 712,328 132,021 322,189 257,865
Number of ordinary shares outstanding at

1 January 472,224 471,067 472,224 471,067
Less Treasury shares/ Reduction of shares (8,170) (4,150) (8,170) (4,150)

Number of ordinary shares outstanding net of

treasury shares/ reduction of shares 464,054 466,917 464,054 466,917
Effect from treasury shares repurchases
during the year (5,112) (3,685) (5,112) (3,685)

Effect from ordinary shares issued during
the year 1,497 813 1,497 813

Weighted average number of ordinary
shares outstanding (basic) 460,439 464,045 460,439 464,045

Earnings per share (basic) (in Baht) 1.55 0.28 0.70 0.56
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Diluted earnings per share

The calculations of diluted earnings per share for the years ended 31 December 2012 and 2011 were
based on the profit for the years attributable to ordinary holders of the Company and the weighted average
number of ordinary shares outstanding during the periods after adjusting for the effects of all diluted potential
ordinary shares as follows:

Consolidated Separate

financial statements financial statements

(thousand Baht/ thousand shares)

Profit attributable to ordinary

shareholders of the Company 712,328 132,021 322,189 257,865
Weighted average number of ordinary

shares outstanding (basic) 460,439 464,045 460,439 464,045
Effect of share warrants 64 62 64 62
Weighted average number of ordinary

shares outstanding (diluted) 460,503 464,107 460,503 464,107
Earnings per share (diluted) (in Baht) 1.55 0.28 0.70 0.56

30 Dividends

On 28 April 2011, the Annual General Meeting of the Company’s shareholders approved the payment
of dividend in respect of the Company’s operating results for the period from 1 July 2010 to 31 December
2010 at Baht 0.30 per share to the ordinary shareholders, totaling approximately Baht 139.1 million. The
payment of dividend has been made on 27 May 2011.

On 16 August 2011, the meeting of the Board of Directors of the Company approved the payment
of interim dividend in respect of the Company’s operating results for the period from 1 January 2011 to 30
June 2011 at Baht 0.10 per share to the ordinary shareholders, totaling approximately Baht 46.4 million. The
payment of interim dividend has been made on 16 September 2011,

On 27 April 2012, the Annual General Meeting of the Company’s shareholders approved the payment
of dividend in respect of the Company’s operating results for the period from 1 July 2011 to 31 December
2011 at Baht 0.10 per share to the ordinary shareholders, totaling approximately Baht 46.4 million. The payment
of dividend has been made on 10 May 2012.

On 7 August 2012, the meeting of the Board of Directors of the Company approved the payment of
interim dividend in respect of the Company’s operating results for the period from 1 January 2012 to 30
June 2012 at Baht 0.20 per share to the ordinary shareholders, totaling approximately Baht 90.8 million. The
payment of interim dividend has been made on 7 September 2012.

KCE Annual Report 2012



31 Financial instruments
Financial risk management policies

The Group is exposed to normal business risks from changes in market interest rates and currency
exchange rates and from non-performance of contractual obligations by counterparties. The Group does not
hold or issue derivative financial instruments for speculative or trading purposes.

Risk management is integral to the whole business of the Group. The Group has a system of controls
in place to create an acceptable balance between the cost of risks occurring and the cost of managing
the risks. The management continually monitors the Group’s risk management process to ensure that an
appropriate balance between risk and control is achieved.

Capital management

The Board of Directors’ policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The Board monitors the return
on capital, which the Group defines as result from operating activities divided by total shareholders’ equity,
excluding non-controlling interests and also monitors the level of dividends to ordinary shareholders.

Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of
the Group’s operations and its cash flows because financial assets and liabilities interest rates are mainly
adjust in accordance to market rate or are fixed which is close to current market rate.

The effective interest rates of financial assets as at 31 December and the periods in which those
assets mature were as follows:

Consolidated financial statements
Effective After 1 year
interest but within 5
rate Within 1 year years After 5 years Total
(% per annum) (in million Baht)
2012
Current
Cash and cash equivalents 0.10 = 2.50 397 - - 397
Total 397 - - 397
2011
Current
Cash and cash equivalents 0.10 - 3.15 536 - - 536
Total 536 - - 536
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Effective
interest
rate

Separate financial statements

Within 1 year

After 1 year
but within 5
years

After 5 years

Total

(% per annum)

2012
Current

Cash and cash equivalents 0.10 - 0.75 95
Total 95
2011
Current

Cash and cash equivalents 0.10 - 0.75 142
Total 142

The effective interest rates of interest-bearing financial liabilities as at 31 December and the periods

(in million Baht)

in which those liabilities mature or re-price were as follows:

Effective
interest
rate

Consolidated financial statements

Within 1 year

After 1 year
but within 5
years

After 5 years

Total

(% per annum)

2012
Bankoverdrafts and short-

term loans from financial

institutions 1.20 - 7.90 2,812
Liabilities under hire-purchase
and finance lease liabilites 1.88 - 7.92 20
Long-term loans 225 - 564 1,373
Total 4,205
2011
Bank overdrafts and short-
term loans from financial
institutions 1.35 - 4.78 3,651
Liabilities under hire-purchase
and finance lease liabilites 1.88 - 7.92 51
Long-term loans 2.13 - 6.00 353
Total 3,955

(in million Baht)
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Effective
interest
rate

Separate financial statements

Within 1 year

After 1 year
but within 5
years After 5 years

Total

(% per annum)

2012
Bank overdrafts and short-

term loans from financial

institutions 1.20 - 7.65 710
Liabilities under hire-purchase
and finance lease liabilites 3.77 - 5.12 15
Long-term loans 2.25 - 564 302
Total 1,027
2011
Bank overdrafts and short-
term loans from financial
institutions 1.35 - 4.78 1,214
Liabilities under hire-purchase
and finance lease liabilites 3.77 - 5.12 44
Long-term loans 2.13 = 550 125
Total 1,383

Foreign currency risk

(in million Baht)

The Group is exposed to foreign currency risk relating to purchases and sales which are denominated

in foreign currencies. The Group primarily utilizes forward exchange contracts with maturities of less than one

year to hedge such financial assets and liabilities denominated in foreign currencies. The forward exchange

contracts entered into at the reporting date also relate to anticipated purchases and sales, denominated in

foreign currencies, for the subsequent period.

J
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At 31 December 2012, the Group and the Company were exposed to foreign currency risk in respect
of financial assets and liabilities denominated in the following currencies:

Consolidated Separate
financial statements financial statements
Currency Exchange rate as at
Financial Financial Financial Financial 31 December 2012
assets liabilities assets liabilities | Buying rate | Selling rate

(Baht per unit of

(Thousand Unit) foreign currency)
US dollar 138,032 30.7775
Euro 1,990 40.8603
Pound sterling 2 49.7030
Japanese yen 199,936 0.3580

SG dollar 73 25.2835
Swiss franc dollar 13 33.8519
HK dollar 5 3.9813

Forward exchange contracts

(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Other commitments
Forward exchange contracts
Buy
US dollar
Euro
Sell
US dollar
Euro

Currency call option agreements

Bought amount Delivery date

(Thousand)
10,000

Call option 7 January 2013

When exchange rate on delivery date is higher than call option strike rate, the Company will buy US dollar
at strike rate. As at 31 December 2012, fair value of currency call option agreements was Baht 0.09 million.
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Cross currency and interest rate swap

As at 31 December 2012, the Company had a cross currency and interest rate swap agreement with
a local financial institution for the period from 29 April 2011 to 30 January 2013 by which the Company
agreed to swap the currency and interest rate of Baht 64 million using exchange rate of Baht 30.10 per 1
USD and swap a floating interest rate of THB MLR minus 1.50% to 2.00% per annum to US fixed interest
rate of 3.47% per annum.

As at 31 December 2012, Thai Laminate Manufacturer Co., Ltd, a subsidiary company, had an interest
rate swap agreement with a local financial institution for the period from 7 July 2011 to 7 July 2014 by which
the subsidiary company agreed to swap the interest rate of its USD 6 million facilities from a floating interest
rate of US LIBOR (3 months) plus fixed percent per annum to US fixed interest rate of 3.06% per annum.

Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or counterparty to
settle its financial and contractual obligations to the Group as and when the fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis. Credit evaluations are performed on all customers requiring credit over a certain amount. At the
reporting date there were no significant concentrations of credit risk. The maximum exposure to credit risk
is represented by the carrying amount of each financial asset in the balance sheet. However, due to the
large number of parties comprising the Group’s customer base, Management does not anticipate material
losses from its debt collection.

Liquidity risk

The Group monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate
by management to finance the Group’s operations and to mitigate the effects of fluctuations in cash flows.

Determination of fair values

A number of the Group’s accounting policies and disclosures require the determination of fair value,
for both financial and non-financial assets and liabilities. The fair value is the amount for which an asset could
be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction.
Fair values have been determined for disclosure purposes based on the following methods. When applicable,
further information about the assumptions made in determining fair values is disclosed in the notes specific
to that asset or liability.

Most of financial assets and liabilities of the Group were short-term.-The fair value of financial assets
and liabilities is taken to approximate the carrying value as determined in the statement of financial position.

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness
by discounting estimated future cash flows based on the terms and maturity of each contract and using
market interest rates for a similar instrument at the measurement date.

The fair value of forward exchange contracts is based on their listed market price, if available. If a listed
market price is not available, then fair value is estimated by discounting the difference between the contractual
forward price and the current forward price at the reporting date for the residual maturity of the contract
using a risk-free interest rate (based on government bonds).
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32 Commitments

(Unit : Thousand Baht)

Capital commitments

Unrecognised purchase orders for

Consolidated

financial statements

Separate

financial statements

machinery and equipment 166,067 25,393 21,277 14,470
Total 166,067 25,393 21,277 14,470
Non-cancellable operating lease and

long-term service commitments
Within one year 39,508 31,596 17,405 17,313
After one year but within five years 2,007 2,608 336 1,520
Total 41,515 34,204 17,741 18,833

As at 31 December 2012 and 2011, the Group has forward exchange contracts, currency call option

agreements and cross currency and interest rate swap as stated in Note 31.

Guarantees

As at 31 December 2012 and 2011, the Company and its subsidiaries had contingent liabilities in

respect of cross guarantees of loans and other credit facilities as follows:

Guarantee company

(Unit : Thousand Baht)

Guarantor

KCE Electronics Plc.

- Baht

K.C.E. International Co., Ltd.
- Baht

- US dollar

KCE Technology Co., Ltd.

- Baht

- US dollar

KCE Electronics Plc.

119

2,350
42

K.C.E. International Co., Ltd.

- 115 288

107 - =

2,697 - -
24 - :

As at 31 December 2012, the Company and its subsidiaries had contingent liabilities in respect of bank

guarantees issued on their behalf amounting to Baht 44 million (the Company only: Baht 31 million) in

respect of certain performance bonds as required in the normal course of business, mainly for guarantee

of electricity payment.
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33 Contingent liabilities

As at 31 December 2012, the Company had contingent liabilities in respect of specific business tax
assessment from the Revenue Department’s officer of Baht 4 million because the Company provided guarantee
to a related party without fee. On 9 July 2009, the Central Tax Court announced a judgment which was in
favour of the Company and overturned the assessment of officer and the Tax Appeal Board’s judgment from
the Revenue Department. Later on 7 September 2009, the Revenue Department lodged an appeal against
the Central Tax Court’s judgment and the Central Tax Court had issued a court receipt for such appeal. On
4 February 2013, the Supreme Court judged to confirm the Central Tax court’s judgment. Therefore, the
Company won the case and there are no longer any contingent liabilities.

34 Thai Financial Reporting Standards (TFRS) not yet adopted

The Group has not adopted the following new and revised TFRS that have been issued as of the
reporting date but are not yet effective. The new and revised TFRS are expected to become effective for
annual financial periods beginning on or after 1 January in the year indicated in the following table.

Year

TFRS Topic effective
TAS 12 Income Taxes 2013
TAS 21 (revised 2009) The Effects of Changes in Foreign Exchange Rates 2013
TFRS 8 Operating Segments 2013

Management expects to adopt and apply these new TFRS in accordance with the FAP’s announcement
and has made a preliminary assessment of the potential initial impact on the consolidated and separate
financial statements of those new standards assessed to have the greatest potential impact on the financial
statements in the period of initial application. These standards are as follows:

TAS 12 — Income taxes

The principal change introduced by TAS 12 is the requirement to account for deferred tax liabilities
and assets in the financial statements. Deferred tax liabilities and assets are the amounts of income taxes
payable and recoverable, respectively, in future periods in respect of temporary differences between the
carrying amount of the liability or asset in the statement of financial position and the amount attributed to
that liability or asset for tax purposes; and the carryforward of unused tax losses. Currently, the Group does
not recognise deferred tax in the financial statements.
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The Group will adopt TAS 12 with effect from 1 January 2013. The effects of the change will be recognised
retrospectively in the financial statements and the statement of financial position as at 31 December 2012
and 2011 will be adjusted accordingly. Management estimates that the impact on the statements of financial
position as at 31 December 2012 and 2011 will be as follows:

(Unit : Thousand Baht)

Consolidated Separate

financial statements financial statements

Statement of financial position
Estimated changes as a result of the adoption
retrospectively of TAS 12 - Income taxes:

Increase in deferred tax assets 16,774 72,757 - 55,064
Increase in deferred tax liabilities (11,175) = (9,287) -
Increase (Decrease) in retained earnings 5,599 72,757 (9,287) 55,064
Increase (Decrease) in equity 6,336 72,724 (9,287) 55,064

Decrease (Increase) in non-controlling interests (737) 33 - =
Increase (Decrease) in total equity 5,599 72,757 (9,287) 55,064

The impact on the statements of comprehensive income for 2013 and subsequent periods is not
presently determinable.

TAS 21 (revised 2009) - The effects of changes in foreign exchange rates

The principal change introduced by TAS 21 is the introduction of the concept of functional currency,
which is defined as the currency of the primary economic environment in which the entity operates. TAS 21
requires the entity to determine its functional currency and translate foreign currency items into its functional
currency, reporting the effects of such translation in accordance with the provisions of TAS 21. Foreign
currencies are defined by TAS 21 as all currencies other than the entity’s functional currency.

Management has determined that the functional currency of the Company is Thai Baht. Accordingly,
the adoption of TAS 21 from 1 January 2013 is not expected to have a significant impact on the Group’s
reported assets, liabilities, or retained earnings.
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35 Reclassification of accounts

Certain accounts in the statement of financial position as at 31 December 2011 have been reclassified

to conform to the presentation in the 2012 financial statements as follows:

(Unit : Million Baht)

Consolidated

financial statements

financial statements

Separate

Statement of financial
position

Other non-current assets

Liabilities under hire-
purchase and finance
lease agreements

Before
Reclassi-
fication

Reclassi-

fication

(80)

80

After
Reclassi-
fication

Before
Reclassi-
fication

82

(99)

After
Reclassi- Reclassi-
fication fication
2
(19)

The reclassifications have been made because, in the opinion of management, the new classification

is more appropriate to the Group’s business.
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