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VISION

To become the most trustful
stainless steel company.
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MISSION

"\We are committed to provide
customers with products

and services that are of superi-
or quality, and operate with
minimal cost, punctual delivery,
and prompt customer services
in order to achieve utmost
customer satisfaction as well as
reflect our strongly upheld
social responsibility.”
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POSCO-THAINOX PUBLIC COMPANY LIMITED

CORE VALUES

Effective Communication
Continuous Innovation
Ethical Management
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FINANCIAL HIGHLIGHTS
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It is thus my pride and pleasure to
contribute to POSCO-Thainox’s
ultimate goal of becoming one of the
premier organizations in Thailand.

Annual Report 2013
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Dear Shareholders,

The year 2013 marks the third anniversary of POSCO-Thainox’s operations under
the leadership of POSCO South Korea. Each and every achievement is a significant
milestone of successful journey towards a brighter future. Despite a fierce and
challenging competition in the stainless steel industry, | still have full confidence
in the management team to efficiently overcome all obstacles and adversity — in
order to accomplish our production and distribution objectives, as well as to better
and promptly accommodate customers’ growing demands with our diverse range

of stainless steel grades.

Now that inventory management and production cost being some of the key
factors in industrial competitiveness, POSCO-Thailand Stainless Steel Processing
Center (POS-tspc) was established in mid-2013 at the heart of a major industrial
production base in Thailand, as a strategic facility to build on our competitive
advantage and drive future growth for our organization as well as for the country

as a whole.

Having taken part in laying the foundation for Thailand’s stainless steel industry,
and in establishing POSCO-Thainox in the country so that it has successfully
thrived on a history dating over two decades back, | not only truly believe in the
potential and capabilities of our management and employees, but also foresee
the sustainable future of POSCO-Thainox and the country’s stainless steel industry.
It is thus my pride and pleasure to contribute to POSCO-Thainox’s ultimate goal

of becoming one of the premier organizations in Thailand.

Prayudh Mahagitsiri

Honorary Chairman

POSCO-THAINOX PUBLIC COMPANY LIMITED
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MESSAGE FROM THE CHAIRMAN AND PRESIDENT
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MESSAGE FROM PRESIDENT

Dear Shareholders,
The year 2013 not only marks POSCO-Thainox’s successful entry into our third year of post-reorganization operations, but also its

significant step in contributing to the enhancement of Thailand’s manufacturing industry development.

One of our achievements is the establishment of POSCO-Thailand Stainless Steel Processing Center (POS-TSPC) at Amata Nakorn
Industrial Estate in Chonburi province — one of Thailand’s primary manufacturing bases — to efficiently distribute and support the

supply chain management that serves as the backbone of industries.

With various grades of premium-quality cold-rolled stainless steel on offer and new markets being developed, POSCO-Thainox is
able to expand our market coverage to highly potential industries — such as automotive and parts, home appliances, food and

beverage, hard disk, pipe and tube, construction and infrastructure, etc. — which would secure the strong growth of POSCO-Thainox.

During the past year, the market condition continues to be very competitive, as a result of a surplus of stainless steel production
from the Asian region — particularly China. Imported products of different stainless steel grades from both existing and emerging
manufacturers have hit the market at low prices, without a quality control mechanism. In addition, the continuing low price trend of

nickel, a major ingredient of stainless steel, consequently results to a decrease in the selling price of stainless steel.

As the country’s leading producer of premium-quality cold-rolled stainless steel, POSCO-Thainox is committed to driving the domestic
market development, and enhancing the quality of life for general consumers and stainless steel users — through active cooperation
with relevant government agencies, in an attempt to protect the interests of domestic industries and foster fair trade competition
via Anti-Dumping measures. In addition, we have further cooperated with relevant alliances — e.g. Iron and Steel Institute of Thailand,
the Federation of Thai Industries, Thai Industrial Standards Institute, etc. — in preventing the import of substandard stainless steel

products through the use of various tools, including Industrial Standards and Consumer Labeling.

Our focus in 2014 will be mainly on the further expansion of domestic market coverage, the promotion of stainless steel applications
on a wider scale, and the enhancement of the POSCO-Thainox brand power that helps differentiate our products from those of our
competitors. In the mean time, a major challenge is to minimize marketing risks while fully optimizing manufacturing potentials,
innovative stainless steel grades, technological transfers and best practices, as the driving forces derived from employees and our

stakeholders.

On behalf of the POSCO-Thainox management, | hereby pledge to continue our mission of creating a new record of success for

Thailand, enhancing the competitive advantage for Thai industries and driving the country’s growth on a sustainable basis.

cfr A

Hyong-Soo, Oh
President

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Representative Office
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Managing Director,
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LG Thai Engineering and Construction
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NATURE OF BUSINESS
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aimuaasadulszinnaaaiaiiain (Cold-Rolled Austenitic Stainless Steel)
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ISSF: Stainless and heat-resisting crude steel production (in ‘000 metric tons)

9 months +/- %
Region 2013 2012 Y-0-Y
Western Europe/Africa 5,695 6,031 -5.6
Central/Eastern Europe 296 274 8.0
The Americas 1,824 1,824 0.1
Asia (w/o China) 6,487 6,579 -1.4
China 13,664 11,812 15.7
Total World 27,967 26,520 5.5

Source : International Stainless Steel Forum (ISSF)
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Source : International Stainless Steel Forum (ISSF)
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Estimated growth in real demand for stainless by region in +/-% year-on-year (2012 - 2014)
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Estimated growth in real demand for stainless by product in +/-% year-on-year (2012- 2014)

Cold Flat ® Hot Flat ® Long Products ® Al

2012p 2013e 2014e

Source : International Stainless Steel Forum (ISSF)

2012p 2013e 2014e

Source : International Stainless Steel Forum (ISSF)
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Stainless and Heat Resisting Crude Steel Production (in ‘000 mt)

Region 2545 2546 2547 2548 2549 2550 2551 2552 2553 2554 2555 2556*

Americas 2,735 2,830 2,933 2,688 2,951 2,604 2,315 1,942 2,609 2,486 2,368 1,825

W.EU + Africa 8,628 9,043 9,422 8,795 10,000 8,669 8,272 6,449 7,871 7,883 7,829 5,695
Asia w/o China 7,908 8,865 9,535 9,338 9,775 8,994 8,068 7,130 8,611 8,770 8,720 6,487

China 1,140 1,780 2,362 3,160 5,299 7,206 6,943 8,805 11,256 14,091 16,086 13,663
CEE 279 322 318 310 376 364 333 237 340 391 359 297
World 20,690 22,840 24,570 24,292 28,400 27,836 25,930 24,562 30,687 33,621 35,363 27,967

Source : International Stainless Steel Forum (ISSF)

*Total production of 9 months

vsEn Inaln-nattand 910% (avnaw)
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Compound annual growth World
35— Original time series: 5.91% financial
Trend growth: 5.58% crisis
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25 |
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Second oil crisis
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First oil crisis

|
1950 » 2012p

Compound annual growth rate of world stainless crude steel
production (in Mt): 1950 — 2012p

Source : International Stainless Steel Forum (ISSF)
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Source : International Stainless Steel Forum (ISSF)
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GDP PPP per capita versus stainless steel use per capita in
2005 (above) and 2010 (below). Source: IMF, Yale.
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Source : International Stainless Steel Forum (ISSF)
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SHAREHOLDERS AND MANAGEMENT
STRUCTURE

Afeviulvvaswiuny 41w 10 Mousn o Tuleayeanzideudtodiu dlaTuft 22 mneu 2556 Fawnadedaliil

gtioruselhed FIUdUAU Soga:
1.  POSCO 5,420,532,219 69.53 %
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CORPORATE GOVERNANCE AND
INTERNAL CONTROL
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AUDIT COMMITTEE REPORT 2013

To Shareholders of POSCO-Thainox Public Company Limited

The Audit Committee of POSCO-Thainox Public Company Limited consists of three independent directors who have experiences in

investment management, finance, accounting and organization management; Mr. Jae-Hyong Jung is Chairman of Audit Committee,

Mr. Jong-Kug Ahn and Mrs. Apiradi Tantraporn are members of Audit Committee. They have authorities, duties and responsibilities

to the Board of Directors according to the charter of the Audit Committee.

In 2013, the Audit Committee had completed the duties independently, focusing on the internal control, the good corporate governance,

and the transparent administration of management. The external auditors and the leader of internal audit team had the meeting with

the management 4 times which can be summarized as follows;

The Audit Committee has quarterly reviewed the company’s financial statements by the equity method and the
consolidated balance of the financial statement 2013 in order to ensure that the financial statements of the company
have been completed in accordance with the well accepted accounting principles, and disclosed the significant information
in the financial statements.

The Auditor Committee had a meeting with the external auditors without the presence of the management for consideration
and recommendations of the preparation and the auditing financial statements 2013. The Audit Committee determined
that the financial statements of the Company had been prepared correctly in accordance with the generally accepted
accounting principles and in compliance with regulations and laws associated with adherence.

The Audit Committee had considered the transactions related to the company and its subsidiary according to rules of
the Stock Exchange of Thailand. The Audit Committee agreed that such transactions were reasonable and appropriate
disclosure as per the financial statements.

The Audit Committee had reviewed the report of the Audit operations 2013, the scope of work, and the monitoring audit
to assure its independency and efficiency as planned and a quarterly basis. Besides, the Audit Committee had also
reviewed the plan of internal audit included the occurring issues, the recommendations, and the plan of management
operations for improvement & development, in order to assure the company’s adequate and effective internal control
system and risk management.

The Audit Committee also recommended President to consider the nomination and the remuneration of the Auditor,

and inform the shareholders for further approval.

The Audit Committee had reviewed the Company’s annual financial statements as of December 31, 2013. In this regard, the

Audit Committee agreed that the financial statements had been completed with supporting financial statements and sufficient

disclosures according to the well accepted accounting principles, the disclosure of transaction or the results that may pose conflict

of interest was sufficient, the system of risk management and internal control were effective, as well as the system of good governance,

and the compliance with relevant laws and regulations.

e

Mr. Jae-Hyoung Jung

Chairman of the Audit Committee
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MANAGEMENT EXPLANATION AND
ANALYSIS
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POSCO-Thainox Public Company Limited (INOX) has reviewed and approved the reviewed Consolidated Financial

Statements for the fiscal year 2013 ended December 31, 2013. The operational performances from consolidated financial

statements were significantly different from the last year due to the following items:

Statement of Income

The company recognized 10,663.1 million Baht revenue from sale of cold rolled stainless steel (154,437 tons
with average selling price of 69,045 Baht per ton), which is lower than the sale in the year 2012 amounting to
12,950.5 million Baht (168,433 tons with average selling price of 76,888 Baht per ton) by 2,287.4 million Baht
or decreased by 17.7 %, due to the decrease of sale volume 13,996 tons or 8.31 % and average selling price
decreased 10.2 %

Net loss on exchange rate equal to 79.4 million Baht, decreased 216.9 million Baht or 157.8% compared to the
year 2012 which made gain 137.5 million Baht cause from weaken of the Baht.

Interest Income totally 35.1 million Baht, decreased 30.6 million Baht or 46.6 % compared to the year 2012
due to cash and temporary investment decreased 845.3 million Baht form payment of raw material during the
year 2013.

Cost of Sales for the year 2013 totally 10,446.3 million Baht, decreased 2,268.0 million Baht or 17.8 % compared
to the year 2012, due to the decrease of raw material price (Average cost per ton at 67,641 Baht compared to
the year 2012 at 75,485)

Selling and Administrative expenses for the year 2013 decreased 10.3 million Baht compared to the year 2012
due to decrease of the transportation expenses over increase of employment cost.

Gross profit Margin totally 216.8 million Baht or 2.0 % to sale compared to the year 2012 which made gross
profit margin 236.2 million Baht or 1.8 % to sale.

Net loss totally 318.4 million Baht, increased 271.7 million Baht or 581.4 % compared to the year 2012 mainly

due to

1. Gross margin decreased 19.4 million Baht
2. Loss on exchange rate increased 216.9 million Baht

3. Interest income decreased 30.6 million Baht
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Balance Sheet

Assets

As of December 31, 2013, the Company’s total asset was at 11,983.1 million Baht, decreased 1,118.8 million Baht

or 8.5 % compared to December 31, 2012 due to,

Liabilities

Cash & cash equivalents and temporary investments were 1,549.0 million Baht decreased 845.3 million Baht
or 35.3 % compared to 2,394.3 million Baht at December 31, 2012 due to payment of raw material payable
during the year 2013.

Accounts receivable (net) was 1,791.6 million Baht, increased 266.3 million Baht or 17.5 %

Inventory was 3,595.5 million Baht, decrease 232.3 million Baht or 6.1% compared to 3,827.8 million Baht end
of 2012.

Property, plant and equipment was 4,676.3 million Baht, decreased by 119.9 million Baht or 2.5 % compared

to 4,796.1 million Baht end of 2012, mainly due to depreciation expense during the year 2013.

As of December 31, 2013, the Company’s total liability was at 3,634.0 million Baht, decreased 794.9 million Baht or
17.9 % compared to 4,428.8 million Baht end of 2012 due to;

The company has borrowed short-term loan from financial institutions 246.5 million Baht.

Accounts payable totally 2,986.3 million Baht, decreased 922.2 million Baht or 23.6 % mainly from payment of
raw material.

Non-trade payable decreased 94.6 million Baht

Repayment of long term loan 80.3 million Baht.

Shareholders’ equity

A of December 31, 2013 Shareholder’s equity was at 8,349.2 million Baht, decreased 323.9 million Baht or 3.7 %

compared to end of 2012 mainly due to;

Net loss for the year 2013 totally 318.4 million Baht.

Other component of shareholders’ equity decreased 5.5 million Baht.
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INDEPENDENT AUDITOR'S REPORT

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
As of December 31, 2013 and 2012

To the Shareholders of POSCO-Thainox Public Company Limited

I have audited the accompanying financial statements in which the equity method is applied and separate financial statements
of POSCO-Thainox Public Company Limited (the “Company”), which comprise the statement of financial position in which
the equity method is applied and separate statement of financial position as at 31 December 2013, the related statements
of comprehensive income, changes in equity and cash flows for the year then ended, and notes comprising a summary of

significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements in which the Equity Method is Applied and Separate Financial
Statements

Management is responsible for the preparation and fair presentation of these financial statements in which the equity method
is applied 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 financial statements in which the equity

method is applied 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 financial statements in which the equity method is applied 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 financial statements in which the equity method is applied 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.

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Opinion
In my opinion, the financial statements in which the equity method is applied and separate financial statements present
fairly, in all material respects, the financial position of the Company as at 31 December 2013 and its financial performance

and cash flows for the year then ended in accordance with Thai Financial Reporting Standards.

Emphasis of matter

Without qualifying my opinion in respect of the above financial statements, | draw attention to the followings:

a) As disclosed in note 3 to the financial statements describing the effect of the Company’s adoption from
1 January 2013 of certain new accounting policies and change in its accounting policy for the valuation of property,
plant and equipment. The corresponding figures presented are based on the audited financial statements in which
the equity method is applied and separate financial statements as at and for the year ended 31 December 2012 after

making the adjustment described in note 3.

b)  Asdisclosed in note 5 to the financial statements, during the year ended 31 December 2013, the Company (1)
sold goods to related parties in the normal course of business totaling Baht 2,153 million, which represented 20
percent of the Company’s total sales. As at 31 December 2013, the outstanding trade accounts receivable from
related parties amounted to Baht 273 million. (2) purchased raw materials from related parties in the normal course
of business totaling Baht 8,761 million, which represented 94 percent of the Company’s total purchase of raw materials.
As at 31 December 2013, the outstanding trade accounts payable to those related parties amounted to Baht 2,861

million.

(Munchupa Singsuksawat)
Certified Public Accountant

Registration No. 6112
KPMG Phoomchai Audit Ltd.

Bangkok
26 February 2014

POSCO-THAINOX PUBLIC COMPANY LIMITED
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STATEMENT OF FINANCIAL POSITION

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
As of December 31, 2013 and 2012

Financial statements in Separate
which the equity method is applied financial statements

31 December 31 December 1 January 31 December 31 December 1 January

Assets Note 2013 2012 2012 2013 2012 2012
(Restated]  (Restated) (Restated]  (Restated)
(in Baht]

Current assets
Cash and cash equivalents 6 511,133,911 973,873,262 2,406,182,954 511,133,911 973,873,262 2,406,182,954

Current investments

Trade accounts receivable

Inventories

Other prepaid expenses

Input tax

Other receivable from Revenue Department

Other current assets

1,037,847,950 1,420,399,722 544,110,936 1,037,847,950 1,420,399,722 544,110,936

5 8 1,791,632,612 1,525,296,304 650,151,274 1,791,632,612 1,525,296,304 650,151,274
39 3,595,477,202 3,827,770,662 4,506,258,939 3,595,477,202 3,827,770,662 4,506,258,939
14,887,133 13,526,276 11,733,867 14,887,133 13,526,276 11,733,867
131,627,266 213,575,511 11,305,115 131,627,266 213,575,511 11,305,115

- 60,293,262 36,506,340 - 60,293,262 36,506,340

35,553,821 19,932,761 10,726,116 35,553,821 19,932,761 10,726,116

Total current assets

7,118,159,895 8,054,667,760 8,176,975,541 7,118,159,895 8,054,667,760 8,176,975,541

Non-current assets

Investment in associate

Other long-term investments

Investment properties

Property, plant and equipment

Restricted deposits at financial institutions

Other non-current assets

10 6,571,199 10,013,209 17,824,292 4,900,000 4,900,000 4,900,000
7 171,184,227 174,835,958 15,968,127 171,184,227 174,835,958 15,968,127
11 - 58,273,538 58,273,538 - 58,273,538 58,273,538
12 4,676,256,699 4,796,145,829 4,974,340,697 4,676,256,699 4,796,145,829 4,974,340,697
- 1,051,000 4,251,000 - 1,051,000 4,251,000

10,972,372 6,937,659 6,534,279 10,972,372 6,937,659 6,534,279

Total non-current assets

4,864,984,497 5,047,257,193 5,077,191,933 4,863,313,298 5,042,143,984 5,064,267,641

Total assets

11,983,144,392 13,101,924,953 13,254,167,474 11,981,473,193 13,096,811,744 13,241,243,182

The accompanying notes are an intergral part of these financial statements

POSCO-THAINOX PUBLIC COMPANY LIMITED
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STATEMENT OF FINANCIAL POSITION

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY

Financial statements in
which the equity method is applied

As of December 31, 2013 and 2012

Separate
financial statements

31 December 31 December 1 January 31 December 31 December 1 January
Liabilities and equity Note 2013 2012 2012 2013 2012 2012
(Restated)  (Restated) (Restated)  (Restated)
(inBaht)
Current liabilities
Short-term loan from financial institution 13 246,459,154 - - 246,459,154 - -
Trade accounts payable and notes 5,14  2,986,273,363 3,908,261,593 4,011,791,469 2,986,273,363 3,908,261,593 4,011,791,469
payable
Other payables to related parties
for purchase of assets 5 - 94,621,176 6,955,780 - 94,621,176 6,955,780
Current portion of long-term loans
from financial institutions 13 80,122,590 59,473,583 72,826,958 80,122,590 59,473,583 72,826,958
Accrued expenses 5 26,325,471 44,167,872 75,985,126 26,325,471 44,167,872 75,985,126
Deposit from customers 42,015,825 25,285,036 80,049,155 42,015,825 25,285,036 80,049,155
Retention payable 804,957 1,996,463 7,069,591 804,957 1,996,463 7,069,591
Other current liabilities 5 12,692,208 13,754,030 9,463,703 12,692,208 13,754,030 9,463,703
Total current liabilities 3,394,693,568 4,147,559,753 4,264,141,782 3,394,693,568 4,147,559,753 4,264,141,782
Non-current liabilities
Long-term loans from financial institution 13 38,991,823 119,328,862 180,997,949 38,991,823 119,328,862 180,997,949
Deferred tax liabilities 15 111,953,836 80,709,906 48,804,011 111,953,836 80,709,906 48,804,011
Employee benefit obligations 16 88,327,029 81,240,993 74,351,000 88,327,029 81,240,993 74,351,000
Total non-current liabilities 239,272,688 281,279,761 304,152,960 239,272,688 281,279,761 304,152,960
Total liabilities 3,633,966,256 4,428,839,514 4,568,294,742 3,633,966,256 4,428,839,514 4,568,294,742
Equity
Share capital:
Authorised share capital 17 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100
Issued and paid-up share capital 17 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100
Additional paid in capital:
Premium on ordinary shares 17 332,131,264 332,131,264 332,131,264 332,131,264 332,131,264 332,131,264
Retained earnings
Appropriated
Legal reserve 18 585,000,000 585,000,000 585,000,000 585,000,000 585,000,000 585,000,000
Deficit (392,093,280) (73,696,691) (26,967,632) (393,764,479) (78,809,900)  (39,891,924)
Other components of equity 18 28,431,052 33,941,766 - 28,431,052 33,941,766 -
Total equity 8,349,178,136 8,673,085,439 8,685,872,732 8,347,506,937 8,667,972,230 8,672,948,440

Total liabilities and equity 11,983,144,392

13,101,924,953 13,254,167,474

11,981,473,193 13,096,811,744 13,241,243,182

The accompanying notes are an intergral part of these financial statements

POSCO-THAINOX PUBLIC COMPANY LIMITED
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STATEMENT OF COMPREHENSIVE INCOME

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
For the year ended December 31, 2013 and 2012

Financial statements

in which the equity Separate
method is applied financial statements
For the year ended For the year ended
31 December 31 December 31 December 31 December
Note 2013 2012 2013 2012
(Restated) (Restated)
Income
Revenue from sale of goods 19 10,663,078,546 12,950,481,927 10,663,078,546 12,950,481,927
Interest income 35,113,716 65,729,804 35,113,716 65,729,804
Net foreign exchange gain - 137,458,142 - 137,458,142
Other income 17,827,307 18,600,383 17,827,307 18,600,383
Total income 10,716,019,569 13,172,270,256 10,716,019,569 13,172,270,256
Expenses
Cost of sales of goods 9  10,446,288,393 12,714,258,705 10,446,288,393 12,714,258,705
Selling expenses 20 169,217,157 225,175,308 169,217,157 225,175,308
Administrative expenses 21 213,597,645 167,958,943 213,597,645 167,958,943
Net foreign exchange loss 79,405,738 - 79,405,738 -
Key management personnel compensation 5 74,118,221 63,622,028 74,118,221 63,622,028
Finance costs 15,725,385 16,752,796 15,725,385 16,752,796
Total expenses 10,998,352,539 13,187,767,780 10,998,352,539 13,187,767,780
Share of loss of equity-accounted investee
Associate 10 (3,442,010) (7,811,083) - -
Total (3,442,010) (7,811,083) - -
Loss before income tax expense (285,774,980) (23,308,607) (282,332,970) (15,497,524)
Income tax expense 15, 24 (32,621,609) (23,420,452) (32,621,609) (23,420,452)
Loss for the year (318,396,589) (46,729,059) (314,954,579) (38,917,976)

The accompanying notes are an intergral part of these financial statements
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STATEMENT OF COMPREHENSIVE INCOME

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
For the year ended December 31, 2013 and 2012

Financial statements
in which the equity
method is applied

Separate
financial statements

For the year ended

For the year ended

31 December 31 December 31 December 31 December

Note 2013 2012 2013 2012
(Restated) (Restated)
[in Baht)

Other comprehensive income
Net change in fair value of available-for-sale

investments 7 (6,888,393) 42,427,209 (6,888,393) 42,427,209
Income tax on other comprehensive income 15 1,377,679 (8,485,443) 1,377,679 (8,485,443)
Other comprehensive income for the year,

net of income tax (5,510,714) 33,941,766 (5,510,714) 33,941,766
Total comprehensive income for the year (323,907,303) (12,787,293) (320,465,293) (4,976,210)
Loss per share
Loss per share (in Baht) 25 (0.04) (0.01) (0.04) -

The accompanying notes are an intergral part of these financial statements
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STATEMENT OF CASH FLOWS

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
For the year ended December 31, 2013 and 2012

Financial statements
in which the equity
method is applied

Separate
financial statements

For the year ended For the year ended
31 December 31 December

Note 2013 2012 2013 2012
(Restated) (Restated)
(in Baht)

Cash flows from operating activities

Loss for the period (318,396,589) (46,729,059) (314,954,579) (38,917,976)
Adjustments for
Depreciation and amortisation 411,176,095 434,560,279 411,176,095 434,560,279
Reversal on decline in value of inventories 9 (13,964,462) (335,484,594) (13,964,462) (335,484,594)
Amortisation and losses on write-off of spare parts 110,621,136 176,207,264 110,621,136 176,207,264
Reversal of impairment for spare parts 12 (143,509,415) (93,588,741) (143,509,415) (93,588,741)
Unrealised (gain) loss on exchange 129,063,668 (24,799,054) 129,063,668 (24,799,054)
Reversal of allowance for doubtful accounts 8 (120,000) (120,000) (120,000) (120,000)
Amortisation of defered expenses 2,170,750 2,902,284 2,170,750 2,902,284
Employee benefit obligations 16 7,086,036 6,889,992 7,086,036 6,889,992
Loss (gain) on disposal of assets (3,815,803) 3,351,507 (3,815,803) 3,351,507
Loss on disposal of other long term investment - 609,813 - 609,813
Gain on bad debt recovery - (3,100,526) - (3,100,526)
Finance costs 15,725,385 16,752,796 15,725,385 16,752,796
Interest income (35,113,716) (65,729,804) (35,113,716) (65,729,804)
Share of loss of associate 10 3,442,010 7,811,083 - -
Income tax expense 32,621,609 23,420,452 32,621,609 23,420,452
196,986,704 102,953,692 196,986,704 102,953,692
Changes in operating assets and liabilities
Trade accounts receivable (263,488,923) (874,922,310) (263,488,923) (874,922,310)
Inventories 337,558,661 1,013,972,870 337,558,661 1,013,972,870
Other prepaid expenses (1,360,857) (1,792,409) (1,360,857) (1,792,409)
Input tax 81,948,245 (202,270,395) 81,948,245 (202,270,395)
Other receivable from Revenue Department 60,293,262 (23,786,922) 60,293,262 (23,786,922)
Other current assets (17,254,942) (21,192,567) (17,254,942) (21,192,567)
Other non-current assets (4,034,713) (2,471,513) (4,034,713) (2,471,513)
Trade accounts payable and notes payable (1,032,554,485) (83,048,054) (1,032,554,485) (83,048,054)
Accrued expenses (18,440,784) (31,817,254) (18,440,784) (31,817,254)
Deposit from customers 16,730,789 (54,764,119) 16,730,789 (54,764,119)
Retention payable (1,191,506) (5,073,128) (1,191,506) (5,073,128)
Other current liabilities (1,061,822) 4,401,284 (1,061,822) 4,401,284
Net cash used in operating activities (645,870,371) (179,810,825) (645,870,371) (179,810,825)

The accompanying notes are an intergral part of these financial statements
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STATEMENT OF CASH FLOWS

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
For the year ended December 31, 2013 and 2012

Financial statements
in which the equity
method is applied

Separate
financial statements

For the year ended
31 December

For the year ended
31 December

Note 2013 2012 2013 2012
(Restated) (Restated)
[in Baht)

Cash flows from investing activities
Interest received 36,747,598 77,715,725 36,747,598 77,715,725
Current investments 379,315,110 (870,378,882) 379,315,110 (870,378,882)
Transaction costs from sale of investment property (3,211,120) - (3,211,120) -
Sale of investment properties 11 65,235,000 - 65,235,000 -
Purchase of property, plant and equipment (349,821,849) (248,477,903) (349,821,849) (248,477,903)
Sale of property, plant and equipment 187,883 2,831,774 187,883 2,831,774
Sale of other long term investment - (119,859,813) - (119,859,813)
Payment of payables on purchase of property,

plant and equipment (94,621,176) (6,955,780) (94,621,176) (6,955,780)
Restricted deposits at financial institutions 1,051,000 3,200,000 1,051,000 3,200,000
Net cash from (used in) investing activities 34,882,446 (1,161,924,879) 34,882,446 (1,161,924,879)
Cash flows from financing activities
Interest paid (15,127,002) (16,813,464) (15,127,002) (16,813,464)
Proceeds from short-term loans from financial institutions 241,149,153 - 241,149,153 -
Repayment of long-term loans from financial institution (77,773,577) (73,760,524) (77,773,577) (73,760,524)
Net cash from (used in) financing activities 148,248,574 (90,573,988) 148,248,574 (90,573,988)
Net decrease in cash and cash equivalents (462,739,351) (1,432,309,692) (462,739,351) (1,432,309,692)
Cash and cash equivalents at 1 January 973,873,262 2,406,182,954 973,873,262  2,406,182,954
Cash and cash equivalents at 31 December 511,133,911 973,873,262 511,133,911 973,873,262
Supplemental disclosures of cash flows information
Property, plant and equipment purchased during

the year are detailed as follows:
Property, plant and equipment purchased during the year 12 349,821,848 343,099,079 349,821,848 343,099,079
Less : payables on purchase of property, plant and equipment - (94,621,176) - (94,621,176)
Net purchase of property, plant and equipment paid by cash 349,821,848 248,477,903 349,821,848 248,477,903

The accompanying notes are an intergral part of these financial statements

POSCO-THAINOX PUBLIC COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS
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NOTE TO THE FINANCIAL STATEMENTS

POSCO-THAINOX PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY COMPANY
For the year ended December 31, 2013 and 2012

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 authorized for issue by the Board of Directors on 26 February 2014.

1.

General information

POSCO-Thainox Public Company Limited, the “Company”, is incorporated in Thailand and has its registered head office

and branch offices as follows;

(a)

Head office . 3ist floor Unit 3101-3, CRC Tower, All Seasons Place, 87/2 Wireless Road, Lumpini,
Pathumwan, Bangkok 10330, Thailand

Branch office 1 : 324 Moo 8, Highway 3191 Road, Tambol Mabkha, Nikom Pattana, Rayong 21180, Thailand

Branch office 2 :  700/453 Amata Nakorn Industrial Estate, Moo 7, Tambol Donhuaror, Amphur Muang,

Chonburi 20000, Thailand

The Company was listed on the Stock Exchange of Thailand in December 2004.

The immediate parent company during the financial year was POSCO which is incorporated in South Korea.

The principal businesses of the Company are production and sales of cold-rolled stainless steel for use as raw material
in the production of household appliances such as kitchenette, sinks, washing machines etc., including other industries.
Basis of preparation of the financial statements

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.

The FAP has issued the following new and revised TFRS relevant to the Company’s operations and effective for

accounting periods beginning on or after 1 January 2013:

TFRS Topic
TAS 12 Income Taxes
TAS 21 (revised 2009) The Effects of Changes in Foreign Exchange Rates
TFRS 8 Operating Segments

POSCO-THAINOX PUBLIC COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS

The adoption of these new and revised TFRS has resulted in changes in the Company’s accounting policies.

The effects of these changes are disclosed in note 3.

In addition to the above new and revised TFRS, the FAP has issued a number of other new and revised TFRS which
are effective for financial statements beginning on or after 1 January 2014 and have not been adopted in the preparation
of these financial statements. Those new and revised TFRS that are relevant to the Company’s operations are

disclosed in note 28.
Basis of measurement

The financial statements have been prepared on the historical cost basis except otherwise stated in accounting

policies.
Functional and presentation currency

The financial statements are presented in Thai Baht, which is the Company’s functional currency. All financial information
presented in Thai Baht has been rounded in the notes to the financial statements to the nearest thousand unless

otherwise stated.
Use of estimates and judgments

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

Actual results may differ from estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognised in the period in which estimates are revised and in any future periods affected.

Information about significant areas of estimation uncertainty and critical judgements in applying accounting policies

that have the most significant effect on the amount recognised in the financial statements is included in the following notes:

Note 4(p)  Current and deferred taxation

Note 7 Classification of investment

Note 11 Valuation of investment properties

Note 16 Measurement of defined benefit obligations

Note 26 Valuation of financial instruments

POSCO-THAINOX PUBLIC COMPANY LIMITED
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NOTE TO THE FINANCIAL STATEMENTS

3 Change in accounting policy
(a) Overview

From 1 January 2013, consequent to the adoption of new and revised TFRS as set out in note 2, the Company has

changed its accounting policies in the following areas:

L] Accounting for income tax

L] Accounting for the effects of changes in foreign exchange rates
° Presentation of information on operating segments

Details of the new accounting policies adopted by the Company are included in notes 3(b) to 3(d) below. Other new

and revised TFRS did not have any impact on the accounting policies, financial position or performance of the Company.
(b) Accounting for income tax

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. The accounting policy for deferred tax is described in note 4(p).

The Company adopted TAS 12 with effect from 1 January 2013. The effects of the change are recognised retrospectively

in the financial statements. The impact of the change on the financial statements is as follows:

Financial statements in Separate
which the equity method is applied financial statements
31 31 1 31 31 1

December December January December December January

Statement of financial position as at 2013 2012 2012 2013 2012 2012
(in thousand Baht)
Increase in deferred tax liabilities 111,954 80,709 48,804 111,954 80,709 48,804
Decrease in fair value change in 7,108 8,485 - 7,108 8,485 -
available-for-sale investment

Decrease in retained earnings 104,846 72,224 48,804 104,846 72,224 48,804

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Financial statements in

which the equity Separate
method is applied financial statements
Statement of comprehensive income for 2013 2012 2013 2012
the year ended 31 December (in thousand Baht)
Increase in income tax expense 32,622 23,420 32,622 23,420
Decrease in profit for the year 32,622 23,420 32,622 23,420
Increase (decrease) in income tax on other
comprehensive income (1,377) 8,485 (1,377) 8,485
Decrease in total comprehensive income for the year 31,245 31,905 31,245 31,905
Decrease in earnings per share (in Baht) 0.0042 0.0030 0.0042 0.0030

Accounting for the effects of changes in foreign exchange rates

From 1 January 2013, the Company has adopted TAS 21 (revised 2009) Accounting for the effects of changes in

foreign exchange rates.

The principal change introduced by TAS 21 (revised 2009) 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 (revised 2009)
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 (revised 2009). Foreign currencies

are defined by TAS 21 (revised 2009) as all currencies other than the entity’s functional currency.

Management has determined that the functional currency of the Company is Thai Baht and that the adoption of TAS 21

from 1 January 2013 has not had a significant impact on the Company’s reported assets, liabilities or retained earnings.
Presentation of information on operating segments

From 1 January 2013, the Company has adopted TFRS 8 Operating Segments. The new policy for presentation of
information on operating segments, together with information on the previous policy, is given below. The new policy
has been applied retrospectively and segment information included in the financial statements for the year ended
31 December 2012, which are included in the Company’s 2013 financial statements for comparative purposes, has
been re-presented accordingly. The change in policy only impacts presentational aspects and has no impact on

the Company’s reported assets, liabilities, results or earnings per share.

POSCO-THAINOX PUBLIC COMPANY LIMITED
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(e)

(a)

TFRS 8 introduces the “management approach” to segment reporting. It requires a change in the presentation and
disclosure of segment information based on the internal reports regularly reviewed by the Company’s Chief Operating
Decision Maker in order to assess each segment’s performance and to allocate resources to those segments.
Previously the Company presented segment information in respect of its business and geographical segments in

accordance with TAS 14 Segment Reporting.

The change in basis of presentation and disclosure of segment information has had no significant effect on the segment

information reported in the Company’s financial statements.
Voluntary change in accounting for the valuation of property plant and equipment

In the fourth quarter of 2013, the Company decided to change its accounting policies for recognition of costs of
property plant and equipment from the revaluation method to the cost method. The reason for this change is to achieve
consistency with the accounting policies of the parent company as well as improved comparability with other financial
statements. The effects of the change are recognised retrospectively in the financial statements. The impact of the

change on the financial statements is as follows:

31 31 1
December 2013 December 2012 January 2012
Statement of financial position [in thousand Baht)
Decrease in property plant and equipment 1,462,292 1,668,992 1,876,258
Decrease in revaluation surplus on property 1,462,292 1,668,992 1,876,258
plant and equipment
Statement of comprehensive income for 2013 2012
the year ended 31 December (in thousand Baht)
Decrease in amortisation on revaluation surplus 206,700 207,266

Significant accounting policies

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

statements except as explained in note 3, which addresses changes in accounting policies.

Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are translated to the functional currency at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to the functional
currency at the foreign exchange rates ruling at that date. Foreign exchange differences arising on translation are

recognised in profit or loss.
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Non-monetary assets and liabilities measured at cost in foreign currencies are translated to the functional currency

using the foreign exchange rates ruling at the dates of the transactions.
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.
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.
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 is calculated using standard cost adjusted to approximate average cost which

includes an appropriate share of production overheads based on normal operating capacity.

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.
Investments
Investment in associate

Investment in associate in the separate financial statement of the Company is accounted for using the cost method.
Investment in associate in the financial statement in which the equity method is applied is accounted for using

the equity method.
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(?)

Associate

Associate is an entity over which the Company exercises significant influence, but not control, over the financial and
operating policies. Significant influence is presumed to exist when the Company holds between 20% and 50% of

the voting power of another entity.
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.

Debt securities that the Company has the positive intent and ability to hold to maturity are classified as held-to-maturity
investments. Held-to-maturity investments are stated at amortised cost, less any impairment losses. The difference
between the acquisition cost and redemption value of such debt securities is amortised using the effective interest

rate method over the period to maturity.

Debt securities and marketable equity securities, other than those securities held for trading or intended to be held
to maturity, are classified as available-for-sale investments. Available-for-sale investments are, subsequent to initial
recognition, stated at fair value, and changes therein, other than impairment losses and foreign currency differences
on available-for-sale monetary items, are recognised directly in equity. Impairment losses and foreign exchange
differences are recognised in profit or loss. When these investments are derecognised, the cumulative gain or loss
previously recognised directly in equity is recognised in profit or loss. Where these investments are interest-bearing,

interest calculated using the effective interest method is recognised in profit or loss.
Equity securities which are not marketable are stated at cost less any impairment losses.

The fair value of financial instruments classified as held-for-trading and available-for-sale is determined as the quoted

bid price at the reporting date.
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 Company 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.
Investment properties

An investment property is the land that the Company held for undetermined future use, but not for sale in the ordinary

course of business, use in the production or supply of goods or services or for administrative purposes.

Investment properties are stated at cost less impairment losses.
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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. 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. When revalued assets are sold, the amounts included in the revaluation reserve are transferred to

retained earnings.
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 Company, 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.
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(h)

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:

Land improvements 10,20 years
Factory and office buildings 3-20 vyears
Machinery and factory equipment 20,25 vyears
Office furniture, fixtures and equipment 5,10 vyears
Vehicles 5 years

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.
Impairment

The carrying amounts of the Company’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.

An impairment loss is recognised if the carrying amount of an asset 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.

When a decline in the fair value of an available-for-sale financial asset has been recognised directly in equity and
there is objective evidence that the value of the asset is impaired, the cumulative loss that had been recognised
directly in equity is recognised in profit or loss even though the financial asset has not been derecognised. The amount
of the cumulative loss that is recognised in profit or loss is the difference between the acquisition cost and current

fair value, less any impairment loss on that financial asset previously recognised in profit or loss.
Calculation of recoverable amount
The recoverable amount of available-for-sale financial assets is calculated by reference to the fair value.

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.
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Reversals of impairment

An impairment loss in respect of a financial asset is reversed if the subsequent increase in recoverable amount can
be related objectively to an event occurring after the impairment loss was recognised in profit or loss. For financial
assets carried at amortised cost and available-for-sale financial assets that are debt securities, the reversal is
recognised in profit or loss. For available-for-sale financial assets that are equity securities, the reversal is recognised

in other comprehensive income.
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.
Trade and other accounts payable

Trade and other accounts payable are stated at cost.

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 (provident fund) 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 Company’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 high quality corporate bonds that have
maturity dates approximating the terms of the Company’s obligations and that are denominated in the same currency

in which the benefits are expected to be paid.

The calculation is performed annually by a qualified actuary using the projected unit credit method. When the calculation
results in a benefit to the Company, the recognised asset is limited to the total of any unrecognised past service costs
and the present value of economic benefits available in the form of any future refunds from the plan or reductions in
future contributions to the plan. In order to calculate the present value of economic benefits, consideration is given
to any minimum funding requirements that apply to any plan in the Company. An economic benefit is available to

the Company if it is realisable during the life of the plan, or on settlement of the plan liabilities.
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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 Company 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.
Other long-term employee benefits

The Company’s net obligation in respect of long-term employee benefits other than pension plans is 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, and the fair value of any related assets is deducted. The discount rate is
the yield at the reporting date on high quality corporate bonds that have maturity dates approximating the terms of
the Company’s obligations. The calculation is performed using the projected unit credit method. Any actuarial gains

and losses are recognised in profit or loss in the period in which they arise.
Termination benefits

Termination benefits are recognised as an expense when the Company is committed demonstrably, without realistic
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date,
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits
for voluntary redundancies are recognised as an expense if the Company has made an offer of voluntary redundancy,
it is probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are

payable more than 12 months after the reporting period, then they are discounted to their present value.
Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the related

service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus or profit-sharing plans if
the Company 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.
Provisions

A provision is recognised if, as a result of a past event, the Company 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.
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(m) Revenue

(n)

(o)

(p)

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

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.
Dividend income

Dividend income is recognised in profit or loss on the date the Company’s right to receive payments is established.
Interest and other income

Interest and other income are recognised in profit or loss as it accrues.

Finance costs

Finance costs comprise interest expense on borrowings that are recognised in profit or loss.

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.
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.
Income tax

Income tax expense for the year comprises current and deferred tax. Current and deferred tax are recognised in profit
or loss except to the extent that they relate to a business combination, or items recognised directly in equity or in

other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous

years.
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@

(n

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for
the following temporary differences: the initial recognition of goodwill; the initial recognition of assets or liabilities in
a transaction that is not a business combination and that affects neither accounting nor taxable profit or loss; and
differences relating to investments in subsidiaries and jointly-controlled entities to the extent that it is probable that

they will not reverse in the foreseeable future.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which the Company

expects, at the end of the reporting period, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they

reverse, using tax rates enacted or substantively enacted at the reporting date.

In determining the amount of current and deferred tax, the Company takes into account the impact of uncertain tax
positions and whether additional taxes and interest may be due. The Company believes that its accruals for tax
liabilities are adequate for all open tax years based on its assessment of many factors, including 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 Company 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.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities

will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against
which the temporary differences can be utilised. Deferred tax assets are reviewed at each reporting date and reduced

to the extent that it is no longer probable that the related tax benefit will be realised.
Earnings per share

The Company presents basic 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.
Segment reporting

Segment results that are reported to the chief operating decision maker include items directly attributable to a segment.
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Related parties

For the purposes of these financial statements, parties are considered to be related to the Company if the Company
has the ability, directly or indirectly, to control or jointly control the party or exercise significant influence over the
party in making financial and operating decisions, or vice versa, or where the Company and the party are subject to

common control or common significant influence. Related parties may be individuals or other entities.

Relationship with associate as described in note 10 to the financial statements. Relationship with key management

and other related parties with whom the Company carried out transactions were as follows:

Country of
incorporation/
Name of entities nationality Nature of relationships

POSCO South Korea Parent company, 84.9% shareholding
NS - Thainox Auto Co., Ltd. Thailand Associate, 49% shareholding, and common

management
Daewoo Corporation International Co., Ltd. South Korea Related company with the parent company
POSCO Asia Co., Ltd. Hong Kong Related company with the parent company
POSCO ICT Co., Ltd. South Korea Related company with the parent company
POSCO America Corporation United stated of Related company with the parent company

America

POSCO Group University South Korea Related company with the parent company
POSCO Research Institute South Korea Related company with the parent company
POSCO Vietnam Co., Ltd. Vietnam Related company with the parent company
POSCO VST Co., Ltd. Vietnam Related company with the parent company
POSCO South Asia Co., Ltd. Thailand Related company with the parent company
POSTECH Venture Capital Co., Ltd. South Korea Related company with the parent company
Nippon Steel & Sumikin Stainless Steel Corporation Japan Direct minority shareholders and direct

shareholders of the associated company
Nippon Steel Trading Ltd. Japan Related company with related company
Nippon Steel Trading (Thailand) Co., Ltd. Thailand Related company with related company
Sumitomo Corporation (Japan) Japan Related company with related company
Sumitomo Corporation Thailand Company Limited Thailand Related company with related company
Key management personnel Thailand Persons having authority and responsibility for

planning directing and controlling the activities
of the entity, directly or indirectly, including
and director (whether executive or otherwise)
wof the Company.
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The pricing policies for particular types of transactions are explained further below:

Transactions Pricing policies

Sale of goods Market price

Sale of scrap Market price

Purchase of raw materials Market price

Purchase of property, plant and equipment Mutual agreed rate

Sales commission Mutual agreed rate

Communication expense Mutual agreed rate

Technical assistance expense Mutual agreed rate

Consulting expense Mutual contract agreed rate

Management remuneration Approve from resolution of the annual general meeting of

shareholders, mutual agreed fee

Significant transactions for the years ended 31 December with related parties were as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

Year ended 31 December [in thousand Baht)
Parent
Sale of goods 302,057 453,871 302,057 453,871
Purchase of raw materials 2,426,420 151,444 2,426,420 151,444
Associate
Sale of goods 503,820 706,736 503,820 706,736
Key management personnel
Key management personnel

compensation 74,118 63,622 74,118 63,622
Other related parties
Sales of goods 1,347,411 1,395,697 1,347,411 1,395,697
Sales of scrap 7,200 58,648 7,200 58,648
Purchase of raw materials 6,334,192 10,230,656 6,334,192 10,230,656
Purchase of equipments - 94,564 - 94,564
Sales commission - 24 - 24
Communication expense 25,605 1,410 25,605 1,410
Technical assistance expense 1,407 1,962 1,407 1,962
Consulting expense 64 - 64 -
Training expense 36 - 36 -
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Balances as at 31 December with related parties were as follows:

Financial statements in

which the equity Separate
method is applied financial statements
Trade accounts receivaable - related parties 2013 2012 2013 2012
[in thousand Baht]
Parent - 18,058 - 18,058
Associate 88,272 145,279 88,272 145,279
Other related parties 184,318 64,501 184,318 64,501
Total 272,590 227,838 272,590 227,838

Financial statements in

which the equity Separate
method is applied financial statements
Trade accounts payable - related parties 2013 2012 2013 2012

[in thousand Baht)

Parent 1,116,621 127,587 1,116,621 127,587
Other related parties 1,744,023 3,066,572 1,744,023 3,066,572
Total 2,860,644 3,194,159 2,860,644 3,194,159

Financial statements in
which the equity Separate
method is applied financial statements

Other payables - related parties
For purchase of assets 2013 2012 2013 2012

[in thousand Baht)

Other related parties - 94,621 - 94,621
Total - 94,621 - 94,621

Financial statements in

which the equity Separate
method is applied financial statements
Accrued expenses - related parties 2013 2012 2013 2012

[in thousand Baht)

Other related parties 169 279 169 279
Total 169 279 169 279
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Financial statements in

which the equity Separate
method is applied financial statements
Other payables - related parties 2013 2012 2013 2012
[in thousand Baht]
Other related parties 2,051 - 2,051 -
Total 2,051 - 2,051 -
Financial statements in
which the equity Separate
method is applied financial statements
Significant agreements with related parties 2013 2012 2013 2012
[in thousand Baht]
Purchase orders for goods and supplies
- UsSD 1,743,079 266,095 1,743,079 266,095
Total purchase orders 1,743,079 266,095 1,743,079 266,095

Loans guarantee

At the Board of Directors meeting of the Company held on 8 August 2013, the Board of Directors approved to guarantee

loans of other companies in the POSCO Group at the maximum amount of Baht 100 million.

Supply and distribution agreement

The Company entered into the supply and distribution agreement dated 24 January 2007 with POSCO (the parent

company), with important conditions as follows:

Hot-rolled coils

- The Company agreed to purchase up to 80 percent of its total annual purchase volume of hot bands, excluding

409 L products and 200 series provided the price of hot rolled coils is favorable to the Company.

- The agreement shall have an initial term of 3 years, and shall be automatically renewed for successive 3 year

terms unless otherwise terminated by either party.
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Cold-rolled coils

The parent company will act as the distribution agent for the Company’s cold-rolled products, the volume of
which shall be determined on the basis of 40% of the total volume of the hot bands purchased from the parent
company by the Company.

The distribution agreement, which will cover customers in any markets outside of Thailand, shall have an initial
term of 3 years and shall be automatically renewed for successive 3 years terms unless otherwise terminated
by either party.

The export price of the cold-rolled products - every month the Company will notify the minimum export price

by grade, thickness and country.

Cash and cash equivalents

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Cash on hand 206 175 206 175
Cash at banks - current accounts (21,237) (8,057) (21,237) (8,057)
Cash at banks - savings accounts 531,863 740,857 531,863 740,857
Cash at banks - savings accounts

(Private funds) 302 898 302 898
Highly liquid short-term investments - 240,000 - 240,000
Total 511,134 973,873 511,134 973,873

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

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Thai Baht (THB) 477,389 822,766 477,389 822,766
United States Dollars (USD) 33,745 151,107 33,745 151,107
Total 511,134 973,873 511,134 973,873
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7  Other investments

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
[in thousand Baht]
Current investments
Short-term deposits at financial institutions - 350,000 - 350,000
(Private funds)

Equity securities available for sale 130,015 319,990 130,015 319,990

Debt securities available for sale

(Private funds) 907,833 750,410 907,833 750,410

Total 1,037,848 1,420,400 1,037,848 1,420,400

Other long-term investments
Long-term deposits at financial institutions

(Private funds) 120,000 120,000 120,000 120,000
Equity securities available for sale 51,184 54,836 51,184 54,836
Total 171,184 174,836 171,184 174,836

Short-term deposits at financial institutions have interest rates per annum of 3.1% to 3.5% at 31 December 2012.

Long-term deposits at financial institutions have interest rates per annum of 3.8 % to 4.0% at 31 December 2013

(2012: 3.8 % t0 4.0 %).
Other investments of the Company as at 31 December 2013 and 2012 were denominated entirely in Thai Baht

In March 2012, the Company established private funds and engaged a local independent assets management company
to manage cash balance of the Company. As at 31 December 2013, the private fund had net assets value amounting
to Baht 1,030 million (2012: 1,230 million). Such private funds invested in short-term and long-term deposits at

financial institutions, and debt securities which have high liquidity and rating as investment grade.
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8

POSCO-THAINOX PUBLIC COMPANY LIMITED

Trade accounts receivable

Financial statements in

which the equity Separate
method is applied financial statements
Note 2013 2012 2013 2012

Related parties
Other parties

[in thousand Baht)

5 272,590 227,838 272,590 227,838
1,522,794 1,301,329 1,622,794 1,301,329

Total

Less allowance for doubtful accounts

1,795,384 1,529,167 1,795,384 1,529,167
(3,751) (3,871) (3,751) (3,871)

Net

1,791,633 1,525,296 1,791,633 1,525,296

Reversal of allowance for doubtful account

120 120 120 120

Aging analyses for trade accounts receivable were as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

Related parties

(in thousand Baht)

Within credit terms 235,489 197,378 235,489 197,378
Overdue:
Less than 3 months 27,705 30,460 27,705 30,460
3-6 months 6,405 - 6,405 -
6-12 months 2,991 - 2,991 -
272,590 227,838 272,590 227,838
Other parties
Within credit terms 945,445 1,024,828 945,445 1,024,828
Overdue:
Less than 3 months 513,996 268,172 513,996 268,172
3-6 months 57,116 3,520 57,116 3,520
6-12 months 2,486 938 2,486 938
Over 12 months 3,751 3,871 3,751 3,871
1,522,794 1,301,329 1,522,794 1,301,329
Less allowance for doubtful accounts (3,751) (3,871) (3,751) (3,871)
1,519,043 1,297,458 1,519,043 1,297,458
Net 1,791,633 1,525,296 1,791,633 1,525,296

The normal credit terms granted by the Company ranges from 7 days to 90 days.
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The currency denomination of trade accounts receivable as at 31 December was as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Thai Baht (THB) 1,474,311 1,333,893 1,474,311 1,333,893
United States Dollars (USD) 303,753 181,081 303,753 181,081
Euro (EUR) 13,569 10,322 13,569 10,322
Total 1,791,633 1,525,296 1,791,633 1,525,296
Inventories
Financial statements in
which the equity Separate
method is applied financial statements
2013 2012 2013 2012

(in thousand Baht]

Finished goods 1,322,125 1,098,433 1,322,125 1,098,433
Work in progress 1,256,441 1,597,946 1,256,441 1,597,946
Raw materials 368,557 208,780 368,557 208,780
Factory supplies 91,301 73,413 91,301 73,413
Goods in transit 565,347 871,458 565,347 871,458
Total 3,603,771 3,850,030 3,603,771 3,850,030
Less allowance for losses on decline in

value of inventories (8,294) (22,259) (8,294) (22,259)

Net 3,595,477 3,827,771 3,595,477 3,827,771

Inventories recognised as an expense in ‘cost of sales of goods’:

- Cost 10,460,253 13,049,744 10,460,253 13,049,744
- Reversal of write-down (13,965) (335,485) (13,965) (335,485)
Net 10,446,288 12,714,259 10,446,288 12,714,259
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10 Investment in associate

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
(in thousand Baht)

Associate
At 1 January 10,013 17,824 4,900 4,900
Share of loss of associate (3,442) (7,811) - -
At 31 December 6,571 10,013 4,900 4,900
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11 Investment properties

Financial statements in which
the equity method is applied/

Separate
financial statements
2013 2012
[in thousand Baht]

Cost
At 1 January 60,863 60,863
Disposal (60,863) -
At 31 December - 60,863
Impairment losses
At 1 January (2,590) (2,590)
Reversal 2,590 -
At 31 December - (2,590)
Net book value
At 1 January 58,273 58,273
At 31 December - 58,273

In March 2013, the Company sold the investment property to other party Baht 65 millon.

Investment properties as at 31 December 2012 were revalued by Thai Property Appraisal Lynn Phillips Company
Limited, a firm of independent professional valuers, at open market values on an existing use basis. According to the

appraisal report, the appraised value was Baht 58 million dated on 31 March 2011.

The investment property of the Company is land that the Company held for undetermined future use.

POSCO-THAINOX PUBLIC COMPANY LIMITED
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13 Interest-bearing liabilities

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
[in thousand Baht]
Current
Short-term loans from financial institutions - unsecured 246,459 - 246,459 -
Current portion of long-term loans from financial 80,123 59,474 80,123 59,474
institutions - unsecured
Total current 326,582 59,474 326,582 59,474
Non-current
Long-term loans from financial institutions - unsecured 38,992 119,329 38,992 119,329
Total non-current 38,992 119,329 38,992 119,329
The periods to maturity of long-term loans from financial institutions, as at 31 December were as follows:
Financial statements in
which the equity Separate
method is applied financial statements
2013 2012 2013 2012
[in thousand Baht]
Within one year 326,582 59,474 326,582 59,474
After one year but within five years 38,992 119,329 38,992 119,329
Total 365,574 178,803 365,574 178,803

As at 31 December 2013, the short-term loans from financial institutions bear fixed interest at 1.38% per annum.

As at 31 December 2013, the long-term loans from financial institutions bear fixed interest rate at 4.12% (2012: 4.12%)).

Principal and interests are repayable every 6 months. The last installment is payable in June 2015.

The Company must comply with specific covenants such as maintain the financial ratio.

As at 31 December 2013, the Company had unused credit facilities from financial institutions amounting to Baht 2,623

million (31 December 2012: Baht 1,175 million).

POSCO-THAINOX PUBLIC COMPANY LIMITED
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The currency denomination of interest-bearing liabilities as at 31 December was as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

(in thousand Baht)

United States Dollars (USD) 246,459 - 246,459 -
Euro (EUR) 119,115 178,803 119,115 178,803
Total 365,574 178,803 365,574 178,803
14 Trade accounts payable and notes payable
Financial statements in
which the equity Separate
method is applied financial statements
Note 2013 2012 2013 2012
[in thousand Baht)
Related parties 5 2,860,644 3,194,159 2,860,644 3,194,159
Other parties 125,629 714,103 125,629 714,103
Total 2,986,273 3,908,262 2,986,273 3,908,262
The currency denomination of trade accounts payable as at 31 December was as follows:
Financial statements in

which the equity Separate

method is applied financial statements

2013 2012 2013 2012

[in thousand Baht]

Thai Baht (THB) 125,104 80,473 125,104 80,473
United States Dollars (USD) 2,855,129 3,822,542 2,855,129 3,822,542
Euro (EUR) 6,040 5,247 6,040 5,247
Total 2,986,273 3,908,262 2,986,273 3,908,262

POSCO-THAINOX PUBLIC COMPANY LIMITED



Annual Report 2013

147

NOTE TO THE FINANCIAL STATEMENTS

15 Deferred tax

Deferred tax assets and liabilities as at 31 December were as follows:

Financial statements in which
the equitymethod is applied

Assets Liabilities
2013 2012 2013 2012
[in thousand Baht)
Net deferred tax liabilities - - (111,954) (80,709)

Separate financial statements

Assets Liabilities
2013 2012 2013 2012
[in thousand Baht]
Net deferred tax liabilities - - (111,954) (80,709)

Movements in total deferred tax liabilities during the year were as follows:

Financial statements in which the equity method is applied
Charged/(Credited) to:

At Other At
1 January comprehensive  31December
2013 Profit or loss income 2013

(in thousand Baht)
Deferred tax liabilities
Property, plant and equipment

Difference in useful life 72,224 30,036 - 102,260
Current investments

Change in fair value 1,182 - (647) 535
Other long-term investments

Change in fair value 7,303 - (730) 6,573
Forward exchange contracts

Change in fair value - 2,586 - 2,586
Total 80,709 32,622 (1,377) 111,954

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Financial statements in which the equity method is applied

Charged/(Credited) to:

At Other At
1 January comprehensive 31 December
2012 Profit or loss income 2012
[in thousand Baht]

Deferred tax liabilities
Property, plant and equipment

Difference in useful life 48,804 23,420 - 72,224
Current investments

Change in fair value - - 1,182 1,182
Other long-term investments

Change in fair value - - 7,303 7,303
Total 48,804 23,420 8,485 80,709

Separate financial statements
Charged/(Credited) to:
At Other At
1 January comprehensive 31 December
2012 Profit or loss income 2012
[in thousand Baht)

Deferred tax liabilities
Property, plant and equipment

Difference in useful life 72,224 30,036 - 102,260
Current investments

Change in fair value 1,182 - (647) 535
Other long-term investments

Change in fair value 7,303 - (730) 6,573
Forward exchange contracts
Change in fair value - 2,586 - 2,586
Total 80,709 32,622 (1,377) 111,954

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Separate financial statements

At
1 January
2012

Charged/(Credited) to:

Other At
comprehensive 31 December

Profit or loss income 2012

Deferred tax liabilities

Property, plant and equipment

(in thousand Baht)

Difference in useful life 48,804 23,420 - 72,224
Current investments

Change in fair value - - 1,182 1,182
Other long-term investments

Change in fair value - - 7,303 7,303
Total 48,804 23,420 8,485 80,709

Deferred tax assets arising from temporary differences and unused tax losses that have not been recognised in the

financial statements as at 31 December 2013 and 2012 were as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2012 2013 2012
(in thousand Baht)
Accounts receivable 750 774 750 774
Inventories 1,659 4,452 1,659 4,452
Property plant and equipment 19,708 48,408 19,708 48,408
Intangible assets 4,629 9,428 4,629 9,428
Employee benefit obligations 17,665 16,248 17,665 16,248
Tax losses 502,236 382,533 502,236 382,533
Total 546,647 461,843 546,647 461,843

The tax losses expire in 2014 to 2018. The deductible temporary differences do not expire under current tax legislation.

Deferred tax assets have not been recognised in respect of these items because it is not probable that future taxable

profit will be available against which the Company can utilise the benefits therefrom.

POSCO-THAINOX PUBLIC COMPANY LIMITED
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16 Employee benefit obligations

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Statement of financial position obligations for:

Post-employment benefits 68,104 63,075 68,104 63,075
Other long-term employee benefits 20,223 18,166 20,223 18,166
Total 88,327 81,241 88,327 81,241

Financial statements in

which the equity Separate
method is applied financial statements
Year ended 31 December 2013 2012 2013 2012

[in thousand Baht)

Statement of comprehensive income:
Recognised in profit or loss:

Post-employment benefits 5,030 4,818 5,030 4,818
Other long-term employee benefits 2,056 2,072 2,056 2,072
Total 7,086 6,890 7,086 6,890

An unfunded plan based on Thai labour law

The Company operate defined benefit plans based on the requirement of Thai Labour Protection Act B.E. 2541 (1998)

to provide retirement benefits to employees based on pensionable remuneration and length of service.

The statement of financial position obligation was determined as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Present value of unfunded obligations 88,327 81,241 88,327 81,241
Statement of financial position obligation 88,327 81,241 88,327 81,241
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Movement in the present value of the defined benefit obligations:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

(in thousand Baht]

Defined benefit obligations at 1 January 81,241 74,351 81,241 74,351
Current service costs and interest 7,086 6,890 7,086 6,890
Defined benefit obligations at

31 December 88,327 81,241 88,327 81,241

Expense recognised in profit or loss:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Current service costs 4,690 4,654 4,690 4,654
Interest on obligation 2,396 2,236 2,396 2,236
Total 7,086 6,890 7,086 6,890

The expense is recognised in the following line items in the statement of comprehensive income:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht]

Cost of sales 4,329 4,587 4,329 4,587
Administrative expenses 2,757 2,303 2,757 2,303
Total 7,086 6,890 7,086 6,890
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Principal actuarial assumptions at the reporting date (expressed as weighted averages):

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
%
Discount rate 3.5 4 3.5

Future salary increases

Assumptions regarding future mortality are based on published statistics and mortality tables.

17 Share capital

Par value 2013 2012
per share Number Amount Number Amount
(in Baht) (million shares / million Baht)
Authorised
At 1 January
- ordinary shares 1 7,796 7,796 7,796 7,796
At 31 December
- ordinary shares 1 7,796 7,796 7,796 7,796
Issued and paid-up
At 1 January
- ordinary shares 1 7,796 7,796 7,796 7,796
At 31 December
- ordinary shares 1 7,796 7,796 7,796 7,796
share premium

Section 51 of the Public Companies Act B.E. 2535 requires companies to set aside share subscription monies received
in excess of the par value of the shares issued to a reserve account (“share premium”). Share premium is not available

for dividend distribution.

POSCO-THAINOX PUBLIC COMPANY LIMITED



18

19

Annual Report 2013

153

NOTE TO THE FINANCIAL STATEMENTS

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.

Other components of equity

Fair value changes in available-for-sale investments

The fair value change in available-for-sale investments account within equity comprises the cumulative net change
in the fair value of available-for-sale investments until the investments are derecognised or impaired.

Segment information

Segment information is based on the Company’s management and internal financial reporting structure which is
regularly reviewed by the Company’s Chief Operating Decision Maker in order to assess each segment’s performance

and to allocate resources to those segments.

Financial statements in

which the equity Separate
method is applied financial statements
2012 2012
2013 (Restated) 2013 (Restated)

(in thousand Baht]

Segment revenue

Local 7,462,536 9,019,202 7,462,536 9,019,202
Export 3,200,543 3,931,280 3,200,543 3,931,280
Total 10,663,079 12,950,482 10,663,079 12,950,482
Segment results

Local 327,721 270,624 327,721 270,624
Export (110,931) (34,401) (110,931) (34,401)
Total 216,790 236,223 216,790 236,223
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Management considers that the Company operates in a single line of business, namely the productive and sale of

cold-rolled stainless steel in both local and export markets, and has, therefore, only one major business segment.

The Company had a negative gross margin from export sales for the year ended 31 December 2013 due to competitive

pressure in the international market causing the Company to sell products at prices lower than cost for some items.
Major customer
Revenues from one customer approximately Baht 1,066 million (2012: Baht 1,320 million) of the Company’s total

revenues.

20 Selling expenses

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
[in thousand Baht]
Transportation expense 144,520 198,390 144,520 198,390
Commission expense 6,694 15,618 6,694 15,618
Advertisement expense 4,979 2,275 4,979 2,275
Others 13,024 8,892 13,024 8,892
Total 169,217 225,175 169,217 225,175

21 Administrative expenses

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012
[in thousand Baht]

Personnel expense 112,003 89,753 112,003 89,753
Professional fee expense 18,348 20,311 18,348 20,311
Depreciation and amortisation expense 19,317 6,881 19,317 6,881
Rental expense 7,198 7,556 7,198 7,556
Others 56,732 43,458 56,732 43,458
Total 213,598 167,959 213,598 167,959

POSCO-THAINOX PUBLIC COMPANY LIMITED
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Financial statements in

which the equity Separate
Note method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)

Wages and salaries 373,583 331,275 373,583 331,275
Defined benefit plans 16 7,086 6,890 7,086 6,890
Contributions to provident funds 7,909 7,864 7,909 7,864
Total 388,578 346,029 388,578 346,029
Defined benefit plans

Details of the defined benefit plans are given in note 16 to the financial statements.

Defined contribution plans

The defined contribution plans comprise provident funds established by the Company for its employees. Membership

to the funds is on a voluntary basis. Contributions are made monthly by the employees at rates ranging from 4% to

6% of their basic salaries and by the Company at rates ranging from 6% to 8% of the employees’ basic salaries. The

provident funds are registered with the Ministry of Finance as juristic entities and are managed by a licensed Fund

Manager.
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23 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:

Financial statements in

which the equity Separate
method is applied financial statements
2013 2012 2013 2012

[in thousand Baht)
Included in cost of sales of goods:

Changes in inventories of finished goods (117,812) (422,134) (117,812) (422,134)
and work in progress

Raw materials and consumables used 10,313,362 12,547,358 10,313,362 12,547,358

Reversal of loss on decline in value of inventory (13,965) (335,485) (13,965) (335,485)

Depreciation of property, plant and equipment 561,353 434,560 561,353 434,560

Personnel expense 199,536 190,012 199,536 190,012

Reversal of loss on impairment of property, (76,488) (93,589) (76,488) (93,589)

plant and equipment
Included in selling expenses:

Transportation expense 144,520 198,390 144,520 198,390
Commission expense 6,694 15,618 6,694 15,618
Included in administrative expenses:

Personnel expense 112,003 89,753 112,003 89,753
Depreciation of property, plant and equipment 19,317 6,881 19,317 6,881

24 Income tax expense

Income tax recognised in profit or loss

Financial statements in

which the equity Separate
method is applied financial statements
Note 2013 2012 2013 2012
[in thousand Baht)
Deferred tax expense 15
Movements in temporary differences 32,622 23,420 32,622 23,420
Total income tax expense 32,622 23,420 32,622 23,420
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Financial statements in which the equity method is applied

2013 2012
Tax
Before Tax Net of Before  (expense]  Net of
tax expense tax tax benefit tax
[in thousand Baht]
Available-for-sale financial 6,888 (1,377) 5,511 (42,427) 8,485 (33,942)
assets
Total 6,888 (1,377) 5,511 (42,427) 8,485 (33,942)
Separate financial statements
2013 2012
Tax
Before Tax Net of Before  (expense)  Net of
tax expense tax tax benefit tax
[in thousand Baht)
Available-for-sale financial 6,888 (1,377) 5,511 (42,427) 8,485 (33,942)
assets
Total 6,888 (1,377) 5,511 (42,427) 8,485 (33,942)
Reconciliation of effective tax rate
Financial statements in which the
equity method is applied
2013 2012
Rate Rate
(%) [in thousand (%) [in thousand
Baht] Baht]
Loss before income tax expense (285,775) (23,309)
Income tax using the Thai corporation tax rate 20 (57,155) 20 (4,661)
Income tax reduction - deferred - 13,377
Expenses not deductible for tax purposes 4,973 5,829
Current year losses for which no deferred tax
asset was recognised 119,703 111,434
Unrecognised other deferred tax assets during the year (34,899) (102,559)
Total 11 32,622 101 23,420
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Separate financial statements

2013 2012
Rate Rate
(%) [in thousand (%) [in thousand
Baht] Baht)
Loss before income tax expense (282,333) (15,497)
Income tax using the Thai corporation tax rate 20 (56,467) 20 (3,099)
Income tax reduction - deferred - 13,377
Expenses not deductible for tax purposes 4,973 5,829
Current year losses for which no deferred tax
asset was recognised 119,015 109,872

Unrecognised other deferred tax assets during the year (34,899) (102,559)
Total 12 32,622 151 23,420

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.

It 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.
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Loss per share

The calculations of basic loss per share for the years ended 31 December 2013 and 2012 were based on the loss
for the years attributable to ordinary shareholders of the Company and the number of ordinary shares outstanding

during the years as follows:

Financial statements in

which the equity Separate
method is applied financial statements
2012 2012
2013 (Restated) 2013 (Restated])
(in thousand Baht/thousand shares]
Loss for the year attributable to equity holders of (318,397) (46,729) (314,955) (38,918)
the Company
Number of ordinary shares outstanding 7,795,709 7,795,709 7,795,709 7,795,709
Loss per share (in Baht) (0.04) (0.01) (0.04) -

Financial instruments
Financial risk management policies

The Company 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 Company does not hold or issue

derivative financial instruments for speculative or trading purposes.

Risk management is integral to the whole business of the Company. The Company 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 Company’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 and assure the abilities for operating as going concern and the proper
financial structure. The Board monitors the debt to equity ratio in the financial statements as to conform to loan

covenant.
Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of the Company’s
operations and its cash flows because loan interest rates are mainly fixed. The Company is primarily exposed to
interest rate risk from its borrowings (Note 15). The Company mitigates this risk by ensuring that the majority of its

borrowings are at fixed interest rates.
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Foreign currency risk

At 31 December, the Company was exposed to foreign currency risk in respect of financial assets and liabilities

denominated in the following currencies:

Financial statements in

which the equity Separate
method is applied financial statements
Note 2013 2012 2013 2012

(in thousand Baht)
United States Dollars

Cash and cash equivalents 6 33,745 151,107 33,745 151,107
Trade accounts receivable 8 303,753 181,081 303,753 181,081
Short-term loans from financial

institutions 13 (246,459) - (246,459) -
Trade accounts payable 14 (2,855,129) (3,822,542) (2,855,129) (3,822,542)
Other payables (2,074) (94,621) (2,074) (94,621)
Gross statement of financial position exposure (2,766,164) (3,584,975) (2,766,164) (3,584,975)
Currency forwards 971,057 - 971,057 -
Net exposure (1,795,107) (3,584,975) (1,795,107) (3,584,975)

Financial statements in

which the equity Separate
method is applied financial statements
Note 2013 2012 2013 2012
(in thousand Baht)
Euro
Trade accounts receivable 8 13,569 10,322 13,569 10,322
Long-term loans from financial
institutions 13 (119,115) (178,803) (119,115) (178,803)
Trade accounts payable 14 (6,040) (5,247) (6,040) (5,247)
Gross statement of financial position exposure (111,586) (173,728) (111,586) (173,728)
Currency forwards - - - -
Net exposure (111,586) (173,728) (111,586) (173,728)
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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 Company as and when they 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 statement of financial position. However, due to the large number of parties comprising

the Company’s customer base, Management does not anticipate material losses from its debt collection.

Liquidity risk

The Company monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate by
management to finance the Company’s operations and to mitigate the effects of fluctuations in cash flows.

Determination of fair values

A number of the Company’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities. The fair value is the amount for which an asset could be exchanged,
or a liability settled, between knowledgeable, willing parties in an arm’s length transaction. Fair values have been
determined for measurement and/or disclosure purposes based on the following methods. When applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific to that asset or

liability.

The fair value of cash and cash equivalents, trade and other short-term receivables and trade and other accounts

payable is taken to approximate the carrying value due to the relatively short-term maturity of these financial instruments.

The fair value of investments in equity securities, which are available for sales, is determined by reference to their

quoted bid price at the reporting date.

The fair value of long term loans carrying a fixed rate, which is considered to be market rate, is taken to approximate

their fair values.
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27 Commitments with non-related parties

Financial statements in
which the equity
method is applied

Separate
financial statements

2013 2012 2013 2012
[in thousand Baht)
Capital commitments
Contracted but not provided for:
Buildings 18,700 18,700 18,700 18,700
Total 18,700 18,700 18,700 18,700
Financial statements in
which the equity Separate

method is applied

financial statements

2013 2012 2013 2012
[in thousand Baht]
Non-cancellable operating lease
commitments
Within one year 8,072 8,796 8,072 8,796
After one year but within five years 10,963 494 10,963 494
Total 19,035 9,290 19,035 9,290

The Company had lease agreements with non-related parties covering office premises including facilities for periods

of 3 years which will terminate in 2014.

Financial statements in
which the equity
method is applied

Separate
financial statements

2013 2012 2013 2012
[in thousand Baht)
Other commitments
Bank guarantees 1,670 1,670 1,670 1,670
Purchase orders for goods and supplies
- THB 246,831 61,654 246,831 61,654
- USD 16,323 - 16,323 -
- EUR 107,103 108 107,103 108
Total purchase orders 370,257 61,762 370,257 61,762

POSCO-THAINOX PUBLIC COMPANY LIMITED



28

Annual Report 2013

163

NOTE TO THE FINANCIAL STATEMENTS

The Company had unused letters of credit for goods and supplies in USD as at 31 December 2013 of Baht 2,595
million. (2012: Baht 1,175 million)

Significant agreements
Reinstated agency agreement

The Company had entered into an agreement with Arcelor Stainless International, a company incorporated under
the laws of France, whereby the latter will provide exclusive representation to promote the sales of the Company’s
products all over the world, excluding Japan and Thailand. In consideration thereof, the Company commits to pay
commission at the rates specified in the agreement based on the free on board (FOB) value of the products. The
agreement was effective on 19 March 2004 for an indefinite period of time. Either party may terminate the agreement

at any time by giving a 1 year written advance notice to the other party.

The Company is negotiating and finalizing the revised terms for a non-exclusive contract which is already being

applied with mutual consent.
Loans guarantee

At the Board of Directors meeting of the Company held on 8 August 2013, the Board of Directors approved to guarantee

loans of other companies in the POSCO Group at the maximum amount of Baht 100 million.

Thai Financial Reporting Standards (TFRS) not yet adopted
The Company has not adopted the new and revised TFRS that have been issued but are not yet effective. Those
new and revised TFRS that are applicable to the Company’s operations, which become effective for annual financial
periods beginning on or after 1 January in the year indicated in the following table, are as follows:
TFRS Topic
TAS 12 (revised 2012) Income Taxes
TFRIC 1 Changes in Existing Decommissioning, Restoration and Similar Liabilities
TFRIC 4 Determining whether an Arrangement contains a Lease
TFRIC 5 Rights to Interests arising from Decommissioning, Restoration and Environmental
Rehabilitation Funds
TFRIC 10 Interim Financial Reporting and Impairment
TFRIC 17 Distributions of Non-cash Assets to Owners
TFRIC 18 Transfers of Assets from Customers
TIC 15 Operating Leases-Incentives
TIC 27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease

Management expects to adopt and apply these new and revised TFRS in accordance with the FAP’s announcement
and has made a preliminary assessment of the potential initial impact on the Company’s financial statements of these
new and revised TFRS and expects that there will be no material impact on the financial statements in the period of

initial application.
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29 Reclassification of accounts

Certain accounts in the 2012 financial statements have been reclassified to conform to the presentation in the 2013

financial statements as follows;

2012
Financial statements in
which the equity Separate
method is applied financial statements
Before After Before After
reclass. Reclass. reclass. reclass. Reclass. reclass.

(in thousand Baht)
Statement of financial position

Cash and cash equivalents 1,292,965 (319,092) 973,873 1,292,965  (319,092) 973,873
Current investments 1,237,979 182,421 1,420,400 1,237,979 182,421 1,420,400
Other current assets 2,621 17,312 19,933 2,621 17,312 19,933
Other long-term investments 54,836 120,000 174,836 54,836 120,000 174,836
Other current liabilities (13,113) (641) (13,754) (13,113) (641) (13,754)

Statement of comprehensive income

Other income (24,510) 5,910 (18,600) (24,510) 5,910 (18,600)

Administrative expenses 130,923 37,036 167,959 130,923 37,036 167,959

Key management personnel 100,658 (37,036) 63,622 100,658 (37,036) 63,622
compensation

Net change in fair value of (36,517) (5,910) (42,427) (36,517) (5,910) (42,427)

available-for-sale investments

The reclassifications have been made because, in the opinion of management, the new classification is more appropriate

to the Company’s business.
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