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VISION

To become the most trustful
stainless steel company.

CORE
VALUES

Effective Communication
Continuous Innovation Ethical
Management

MISSION

“We are committed to provide customers with products and services that
are of superior 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.”

Creating Another
Success Story
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Message From The Honorary Chairman
arsnnds:sufnduAng

“It is thus my pride
and pleasure to
contribute to
posco-thainox’s
ultimate goal of
becoming one of
the premier
organisations in
Thailand.”
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Dear Shareholders,

As an Honorary Chairman of POSCO-Thainox Public
Company Limited, | would like to express my sincerest
gratitude to all shareholders for their continuous trust and
support in our operations, and to our customers for a
significant part of the support of our company sustainability.
Last but not least, | would like to thank our management
executives and employees at all levels for their invaluable
collaboration, together with their dedication and hard work.
Resulting in the company has a great contributions and

achievements as seen today.

In 2016, I, as an honorary chairman of the company, has
acknowledged previous year performance and proud to say
that | am very pleased since the company has achieved a
satisfactory performance. It was 1st ranked of earning
growth of listed company in the Stock Exchange of Thailand
with 391.34% increase in profits from the same period of
2015 and sales volumes were higher, with a wide range of
premium stainless steel grades. As a result, we can approach
multi-sectoral of customer. This can satisfy customer demand
in a broader range. Include to the standardisation of services
and professionalism. All of these will be a key part to promote
the Company as an industry leader in the manufacture of

the cold-rolled stainless steel.

For 2017 to come, | would like to take this opportunity to
provide a moral support to board members, management
team and all employees in their effort and expertise to drive
our company to achieve the goal and prosperity which will
make the Company sustainable growth. It is thus my pride
and pleasure to contribute to POSCO-Thainox’s ultimategoal
of becoming one of the premier organisations in Thailand

and in accordance vision that we have been set out.

("""’
()(,_f—c-rs‘t'b"’

Prayudh Mahagitsiri
Honorary Chairman
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Message From President
asnnuds:siunssunis

“with the ability
and expertise of

all employees,

| believe we all will
work together and
be ready for the
challenge which
will make this year
a more successful
year than any other
year”
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Dear our valued shareholders,

The year 2016 is a meaningful year, due to the company’s annual
turnover has been the best since POSCO has managed the company for
the past 5 years. All this comes from the efforts of all employees, the strong
support of shareholders, and all customers who trust in our products. These
have resulted in the company reflected our achievement the set goals.
Nevertheless, it is expected that the management of the company in the
year 2017 may be difficult, as the past year. Because China’s economic
growth rate has fallen sharply. It also affected by the United States of
America is likely to raise interest rate. Thus making the world economy and
Thailand is not stable. However, with the ability and expertise of all
employees, | believe we all will work together and be ready for the challenge
which will make this year a more successful year than any other year.

In 2017, the company expects to increase production andsales volume
compare to the last year. In order to achieve these goals, we have to manage
our business according to 3 main strategies as follows:

Firstly, the company must plan strategies to raise sales for qualitative
growth, continued growth from the year 2016 and increase the company’s
performance even better. By enhancing the internal management such as
improving profits from exports, improving raw materials procurement,
production planning management and delivery rates.

Secondly, to be able to compete with China. The Company’s planned to
develop high quality end-user market with auto, house appliance, and unique
polishing product. Furthermore, improve product quality comparable to
world-class products by increase productivities at low prices. Also plan to
raise domestic market share up to 55% by approaching to new customers.

Thirdly, in terms of the management, will help in adding value to the company
through financial activities by taking care of free float to meet the criteria.
Include the welfare of employees, such as strengthen training to improve
employee skills. Including the periodically improve of our welfare system.

This year, | would like to wish Posco-Thainox to prosper, accepted by the
people. | am confident that we will be stronger with the cooperation of all
our employees in accordance with the 3 main strategies outlined above.
With this plan, together with the cooperation of all employees, | am confident
that we will be able to succeed as intended. Lastly, | would like to say thank
you once again for the dedication of all our employees, customers, partners
and shareholders who have supported the company’s business all along. |
look forward to the continued support of all concerned parties in the future.
| would like to take this opportunity to wish you all a happy and healthy
year-round and forever.

Yours faithfully

Mr. Kyung Hwa Song
Chairman of the Board /President
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Honorary Chairman
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u1gAYDI II1 YJ
Mr. Kyung Hwa Song

nssuMsganueMsikod/Us:s1uncuznssums
President/Chairman of the Board
2
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ATUWNIINISANK
Master of Science, Information Technology,
Pohang University of Science and Technology
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POSCO-THAINOX PCL

2558-1faafiu  nIsumagdsnsivgy/
U9 UAMSNITNNIT
19257% Thai Stainless Steel
Development Association
(TISSDA)

POSCO
2557-2558  Stainless Steel Marketing
Division, Stainless

Energy and Building Material
Sales Department Manager,
POSCO (Korea)

Vice President of
Zhangjiagang Pohong
Stainless Steel

(POSCO ZPSS)

Stainless Steel Sales
Department Manager,
POSCO (Korea)

2553-2557

2532-2553

ul1ggoJ I21U J1uU

Mr. Yeong-Hwan Han
nssunsta:us:s1uirinchensGu
Director and Chief Financial Officer
./
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Bachelor Degree in Business
Administration, Chung-Ang University,
Seoul, Korea
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POSCO-THAINOX PCL

2555 Director and
Chief Financial Officer
2554 Thainox PMI Project Team
POSCO
2554 Steel Strategy Group
2553 Business Synergy Group
2550 Subsidiary Management
Department
2549 Standardization Group
2547 Integration Team,
Pl Supporting Department
2537 R&D Management
Department
2531 Accounting Team,

Administrative Department

ul8dgdI Un AU
Mr. Hyung Mok Kim

nssUN1SsS
Director
4
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Bachelor Degree in Japanese Major,
Faculty of Art, Korea University
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U
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U

2557-11qiTu

POSCO
2554-2556 Team Leader, Overseas
Sales Team,
Electrical and electronic Materials,
Marketing Department, POSCO,
South Korea
2549 - 2554  General Manager,
POSCO Osaka Branch
2540 - 2549 Manager, POSCO Tokyo Branch
2535 - 2540 Manager, POSCO Kwangyang

Steel Works
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ulegnd1JI ¥ AU
Mr. Kwang Soo Kum

nssUMS
Director
4
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AtUN1INISANLK
Executive course, Manchester
Business School
Bachelor of Science in Metallurgical
Engineering, Chonbuk National University
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Jszagunisniniaau
POSCO-THAINOX PCL
2559-1aifih  N3suNNg

POSCO
2558-1faaifu  Director of Stainless
Marketing Division,

POSCO (Korea)

2555-2558 President of USS-POSCO
Industries

2554-2555 Executive Vice President
of USS-POSCO Industries

2552-2554 Group Leader of STS
Hot-Rolled Product
Sales Group

2551-2552 Team Leader of STS

Hot-Rolled Product
Sales Group

ulrgLaauVdy UKINAAS
Mr. Chalermchai Mahagitsiri

nssUMS
Director
E——

019 38U

AtUN1INISANL
dSqygunln Finance, Boston University,
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ulguUIuIYg NI
Mr. Manabu Tani

nssUN1S
Director
Y

219 51U

AtUWN1INISANK
Bachelor Degree of Law,
Sophia University, Janpan
dodounisfiouluusen
laifi-

A21WFUWUSN1IASOUASISIHINIGUSHIS

Us:zdunasainiiau
POSCO-THAINOX PCL
2559-1fa3ifu  nIsuMs

NSSC, Japan
2558-11a3iTi  General Manager,
Corporate planning division
Department Manager,
Corporate Planning

Department

2553-2558
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ulgUDU 1A @

Mr. Man Jee Lee
Us:s1unssumsnsaidou/nssumsaas:
Audit Committee/Independent Director
I

019 65U

AtUICUNIINISANYY

BA. Economics, Yonsei University,

South Korea

dodounistioruluusen

-laid-
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Js:zagunasadniaau
POSCO-THAINOX PCL
2557-1faqifi  NITHMINTIATDL /
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BEEN NITNMIRIANS,
MExcellent
Corporation Co., Ltd.

2555 Uszs1u

Y a
anmran e na-1nua

ulguwaa as:=ond
Mr. Noppadon Sarawasi

NSSUNISOSIAdDU/NSSUNSDAS:
Director
4

019 64 U

ATUIUN1INISFANYY
Fadenansione (wsuarans)
AAINAUINBATANEAS
MA.Economics, Middle Tennessee State
University, United State of America
dodounistioruluusen
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POSCO-THAINOX PCL
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uredIAnd avuiuidu
Mr. Songsak Limbanyen

NSSUNISOSIAdDU/NSSUNSDAS:
Director and Chief Financial Officer
E——

019 66 U

AtUICUN1INISANYY
B.Sc.(M.E), Prince of Songkhla University
The Graduate Diploma in Mechanical Engineer,
Chulalongkorn University
dodounistioruluusen
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POSCO-THAINOX PCL
2560-11a3ifi  NIIUMIATIATDL /

N3INNIBaTY

5"%6]

2553 Deputy Secretary General
(Head of Chinese Desk,
India and South Asia Desk)

2552 Executive Director, Investment
Promotion Bureau

2552 Director, Investment Promotion
Bureau2

2551 Director, Investment
Development Assistance Bureau

2547 Director, Investment Facilitation

Division
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2559 | 2558 2557 2556 2555 2554 2553
Teldanmsane 13,710 | 11,705 13,647 10,663 12,950 11,035 10,474
Teldsan 13,747 | 11,734 13,721 10,718 13,028 11,100 10,775
lsdudu 1,043 520 651 213 233 139 947
Ml (uenu) anmasiunulnd 535 9 -13 -244 -224 -378 644
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BRTINARBUUNUAREINYDIN DU (%) 6.4% 1.3% 24%  -3.7% -02%  -6.2% 5.5%
SRTHAADLUNUADRUNTNETIN (%) 4.9% 1.0% 1.7%  -2.6% -02%  -4.3% 3.9%
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Management Discussion and Analysis
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Quality
-Quality, Corresponding Claims

Cost
Provide competitive price by
reducing the processing cost

17

Management
- Solution Marketing

Development
-New Grades Development

Delivery
- Customer Delivery Compliance

- JIT Delivery

“Convergence between Market and Technology”
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MOTORCYCLE

FERMENTATION AND
STORAGE TANK

FERMENTATION AND
STORAGE TANK

Grade 444, Nucleo Inox, Grade 444, Mucleo Inox, Brazil
Brazil. Sander Inox has
successfully produced such

tanks for 7 years.

MOTORCYCLE EXHAUST MOTORCYCLE EXHAUST

Grade 1.450%/441, Centro Inox,
Italy. The new Yespa ET2
is equipped with a ferritic
catalytic silencer.

Grade 1.4512/409L,
YUSCO, Tamwan, China

MOTORCYCLE EXHAUST MOTORCYCLE EXHAUST

Grade 4A09L Grade 409L, Acesita, Brazil

DISC BRAKE ROTOR VARIOUS

Grade SUSA105M1,
JSS5A, Japan

Grade 420 brake dics, 1.4113
decoratve trim, Italy
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KITCHENWARE
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sdaﬂ'wLm'm%aﬂ%"lw%ﬁwﬁﬂﬁ‘l,%muluﬂ%’a a5afan tasw
a 4 C% G ca L4 14!

Aanneas  wsninsetinazinasiel  Sanwasaad

WRANNTA 304 was 304J1 uwasalauLaawasIsanune

430,441, POSRE1, 430M2, POS430RE taz 430J1L et

v & 1 &I v 1 |dd‘g

aSwarsanumanildadeliinauge

REFRIGERATORS

LIQUID DISPENSER

-
| S—
"
g
b
Grade 430

ELECTRIC KETTLE

Grade 430, Groupe SEB

PASTA COOKING POT FRIDGE & FREEZER

«f»
N A

i \ vy
Grade 430 panel

Single layer SUS430J1L
[induction heating],
J55A, Japan

SINKS

WASHING MACHINES

FRIDGE & FREEZER

DOMESTIC KITCHEN SINK
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WHANLNTA 304, 304L as 316L wazaamaginassannge
430, POSRE1, POS430RE was 445NF RiLo:in

GAS COOKER

VARIOUS

MICROWAVE OVEN

GAS COOKING TOP

L% A

KOSA, 5. Korea TKN, Germany Grade SU5430J1, JS5A, Japan TS5DA, Thailand
COOKWARE AND POTS
BARBECUE BARBECUE WOK INDUCTION COOKWARE
'S ~N
—

Grade 1.4016/430, windscreen
and brazier, Ompagrill
and Centro Inox, Italy

Grade 1.401&/430
barbecue, USA

Groupe SEB [Tefall
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wuRaseuilounasanuatesaaaizosaauasaiy  Ussianit ldun sieuaseoseidninen 304, 304L uaz
riamaasgiiulaansuuaiiss  Idanndasndouas 316 wasaawaanWaisdningn 439, 441 uaz 436L

COMMERCIAL FOOD EQUIPMENT

BEAKERY OVEN GAS COOKING EQUIPMENT COFFEE SERVER HEATED MERCHANDISER
b 5 B
. vy A
Grade £30, Macadams Baking Grade 430, Lincat, UK Grade SUS430J1, JS5A, Japan Grade 430, Lincat, UK

Systems [PTY] Ltd, 5. Africa

CONVEYOR TOASTER MICROWAVE OVEN BURNER RANGE REFRIGERATOR

Grade 430, Lincat, UK Grade £30 (interior and Grade 430 [gas hobl, Resin-coated SUS430J1L
exterior], JSSA, Japan POSCO, 5. Korea panel, J55A, Japan
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'
a a

annlaanne wumu@iamw%aﬂé’gaqﬂ URZ/MIONUAIN  1nIm 316, 316L, 321, 304J1

WINDEREAKER FENCE PLATFORM SCREEN DOOR ELECTRIFICATION MASTS POWER GENERATION
r,_..

4
Grade SUS&45J2, JS5A, Japan Grade 1.4510/439, hair-line Grade 1.4003 [first major Grade 1.4003/ 410, X-grid
finish, KOSA, 5. Korea application in 1982, along cooling tower packing,
seashore - 10m from surf, 5. Africa

no corrosion], 5. Africa

CLADDING

BUILDING FACADE CLADDING BUILDING FACADE CLADDING BUILDING FACADE CLADDING BUILDING FACADE CLADDING
-' A

Grade SUS445M2, Grade 1.4521/444 brushed Grade SUS445)2, Grade 1.4526/436, Ugine
low-reflectivity matt finish, ne. & [horizontal panels], Future Science Museum, & Alz Steel Service Centre,
ASSDA, Australia Vivo Building, Rio de JS5A, Japan Arcelor Mittal Stainless,
Janeiro, Nucleo Inax, Brazil Katowice, Poland

[coastal environment)
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WAz 316L kasaLauaaWassaninge 441, 445NF waz 436L
e ufnadvassfrasaanUinuaziensiduainuase
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ROOFING

LIFT PANELS

ESCALATOR STEPS

MEDIADOME ROOF SCHOOL ROOF

Grade SUS4300LX Grade 1.4510/439

[1.4014/430], Japan

Grade 430Ti [standing
seam techniquel, Ugine
& Alz, Austria

Grade SUS445)2, Kitakyushu
Mediadome (Fukuoka
Pref.]1998, Japan

GYMMNASIUM ROOF CANOPY

CHALET ROOF AIRPORT ROOF

Grade 445, KOSA, 5. Korea Grade 446, KOSA,

Seoul, 5. Korea.

Grade SUS&47J1, Kansai
Airport terminal building

larchitect Renzo Pianol,
JS5A, Osaka, Japan

Grade 1.4510/430Ti [standing-
seam technigue], Ugine & Alz,
Germany.
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Stainless and heat-resisting melt shop steel production
(‘000 Metric Ton)

Region Quarter +/- % 9 Months +/- %

1/2016 2/2016 3/2016 g-o-q 2015 2016 y-0-y
Western Europe/Africa 1,955 2,047 1,761 -14.0 5,738 5,762 0.4
Central/Eastern Europe 65 61 63 2.3 198 189 -4.6
The Americas 642 722 815 13.0 2,146 2,178 1.5
Asia (w/o China) 2,395 2,447 2,531 3.4 7,076 7,372 4.2
China 5,213 6,551 6,319 -3.5 16,238 18,083 11.4
Total 10,270 11,827 11,488 -2.9 31,396 33,585 7

Source: International Stainless Steel Forum (ISSF)
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Apparent stainless steel use by region

Figure Apparent stainless steel use by region.
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Stainless melt shop production (slab/ingot equivalent) by region in 1,000 metric tones

Figure 7 Stainless melt shop production [slab/ingot equivalent] by region in 1,000 metric tonnes
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History and Competition

Figure 1 Compound annual growth rate of world stainless melt shop production [slab/ingot equivalent]
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Source : International Stainless Steel Forum (ISSF)

Compound annual growth rate of world stainless melt shop production
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Regional share of stainless steel production

Figure 2 Regional share of stainless steel production
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GDP PPP per capita versus stainless steel use per capita
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Top 20 Stainless Steel Flat Products Producers in 2015 (Estimated)

1. Tsingshan Group

2. TISCO

3. POSCO Group

4. Baosteel Stainless Steel

5. Outokumpu Group

6. Acerinox Group

7. Aperam Group

8. LISCO

©

. Jinguang Group

10. Chengde Group

11. JISCO

12. Acciai Speciali Terni

13. Jindal Stainless

14. NSSC

15. Shandong Taishan Stainless Steel

16. AK Steel

17. Zhenshi Group Eastern Special Steel

18. YUSCO

19. Lianyungang Huale Alloys

20. Henan Xinjinhui

Source: SMR
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Figure 4 Compound annual growth rate of major metals metals (%/year): 1980 - 2015
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Source: International Stainless Steel Forum (ISSF)
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Shareholders and Management Structure
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Internal Control and Risk Management

Internal control

POSCO-Thainox Public Company Limited focuses mainly
on internal control system. The Board of Directors has
appointed and assigned the Audit Committee to review the
operational duties in various departments of the company,
provide adequate, appropriate and effective internal control
system to prevent and minimize potential risks or minimize
the damage, leakage, wastage or corruption, including audit
accounting and financial reporting systems to make them
accurate, reliable, compliance with laws and regulations
related to the business operations of the Company as well
as good corporate governance to be reasonably confident
that the operations of all departments are consistent and
can be achieved objectives or goals the management team

has prescribed.

Internal audit

POSCO-Thainox Public Company Limited has an internal
audit team which is independent. The matters related to
internal audit will be reported to the Audit Committee and
the matters related to organization administration will be
reported to the President under the charter of internal audit
which defines the mission, objectives and responsibilities

clearly.

Internal Audit Team examines the performance of various
departments of the company and evaluates the internal
control system as annual audit plan which was approved by
the Audit Committee and Management under the criteria for
determining the risk of a business process or workflow as
well as providing advice to the management of each section
toimprove its internal controls. Including regulatory practices
to increase the efficiency and effectiveness of operations

which has been updated regularly.
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Audit Committee Report

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.Jong-Kug Ahn is Chairman
of Audit Committee, Mr.Man-Jae, LEE and Mr.Noppadon
Sarawasi 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 2016, the Audit Committee has completed the duties
independently, focusing on the internal control, thegood
corporate governance, and the transparent administration
of management. The external auditors and the leaders of
internal audit team had the meeting with the management

4 times which can be summarized as follows:

1. The Audit Committee has quarterly and yearly reviewed
the company’s financial statements by the equity method
and the separate financial statement 2016 in order to ensure
that the financial statements of the company have been
completed in accordance with the generally accepted
accounting principles, and disclosed the significant

information in the note to the financial statements.

2. The Audit Committee had a meeting with the external
auditors without the company’s management to significantly
consider and recommend for preparation and auditing the
financial statements 2016. The Audit Committee agreed that
the financial statement of the company has been prepared
correctly in accordance with the generally accepted
accounting principles and in compliance with regulations and

laws associated with adherence.

Annual Report 2016
POSCO-Thainox Public Company Limited

3. The Audit Committee has 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.

4. The Audit Committee has reviewed the report of the Audit
operations 2016 the scope of work, and the monitoring audit
to assure its independency and efficiency as planned and a
quarterly basis. Besides, the Audit Committee has also
reviewed the plan of internal audit included the occurring
issues, the recommendations, and the plan of management
operations forimprovement & development, in order to assure
the company’s adequate and effective internal control system

and risk management.

5. The Audit Committee has informed the President to
consider the nomination and remuneration of the external

auditor, and propose to the shareholders for further approval.

The Audit Committee agreed that the financial statements
has been completed with sufficient disclosures according to
the generally accepted accounting principles, the disclosure
of related transactions or the results that may pose a conflict
of interest, the efficiency system of risk management and
internal control, the good corporate governance, and the

compliance with relevant laws and regulations.

VILZ

Mr. Jong- Kug, Ahn

Chairman of the Audit Committee
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mlFnelumsne 22 194,325,674 187,357,418 194,325,674 187,357,418
mldaelumsusnmsg 4,23 313,805,310 323,598,697 313,805,310 323,598,697
AUNUNTIMTRY 191,441 10,518,733 191,441 10,518,733
s ise 13,175,067,557  11,706,440,941  13,175,067,557  11,706,440,941
daunai lsnnsuasnuluussngw 11 7,040,613 8,749,045 - -
mlspeumlinemaitula 589,156,957 119,757,529 582,116,344 111,008,484
mldmemBianld (madseTomnd) 26 187,302 (111,541) 187,302 (111,541)
mlsamsuil 588,969,655 119,869,070 581,929,042 111,120,025
ls (nanu) iaasony
semsioragnsatlsziansienialus

w3 lumlsnsenanulumends
manfasunlasluyameisssugns

yosiuaUIHe 1Y 6 (936,509) 557,703 (936,509) 557,703
iAo fueaflszno

i'lsnanuidaeiadu 26 187,302 (111,541) 187,302 (111,541)
s (nanu) ioaSanudmsuil - gansnnmBdula (749,207) 446,162 (749,207) 446,162
s (nanw) WaSesmdwsull 588,220,448 120,315,232 581,179,835 111,566,187
lsReRuiiiug 1 27 0.08 0.02 0.07 0.01
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2559 2558 2559 2558
)
NSLUTSUAADINNNTINAUHUIIY
M lsdmsuil 588,969,655 119,869,070 581,929,042 111,120,025
5181315 11/54
AudeusInmazAFATIMITY 377,638,255 373,996,702 377,638,255 373,996,702
aoniosy (13,417,123) (12,948,661) (13,417,123) (12,948,661)
wﬁqmuua:wﬁmﬁmzqm 2,055,088 789,570 2,055,088 789,570
mﬂnumﬂmsﬂ%ﬂmm%wﬁ - 7,267,188 - 7,267,188
PANUIINMTAAYaMAURIAIKTD 58,631 37,493,586 58,631 37,493,586
flsnnmssmiiofan onsuazgUngel (746,541) (2,010,519) (746,541) (2,010,519)
Mlsnnsasmanndeuiidd lifaiuese (18,037,471) (75,679,240) (18,037,471) (75,679,240)
Uszanamsmszgmituwais: Temiminau 8,660,832 8,357,691 8,660,832 8,357,691
ﬁ’w"limﬂmiﬁwmhﬂﬁumnwﬁ“amn (12,445,236) (3,784,557) (12,445,236) (3,784,557)
lsnnyamgisssuvesiuamuion (745,295) - (745,295) -
é’funumamiﬁu 191,441 10,518,733 191,441 10,518,733
dauutam lsnnRuaamuluniins (7,040,613) (8,749,045) - -
mlFnemBinuld walsz Temd) 187,302 (111,541) 187,302 (111,541)
925,328,925 455,008,977 925,328,925 455,008,977
msalasnlaaluduminduaz niiauguiua
ani’jmiﬁﬁ (407,484,011) 114,191,858 (407,484,011) 114,191,858
ﬁﬂﬁﬁmﬂﬂﬁﬂ‘?ﬂiﬂﬂﬁ%ﬁiﬁfi 27,134,160 (6,465,382) 27,134,160 (6,465,382)
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(22,323,837)

(16,944,119)

(22,323,837)

(16,944,119)

(356,844,806) = (356,844,306) =
250,006,918 1,185,281,409 250,006,918 1,185,281,409
(53,814,498) 247,942,427 (53,814,498) 247,942,427
(28,444,280) (9,516,711) (28,444,280) (9,516,711)
229,094,028 (518,174,936) 229,094,028 (518,174,936)
(19,855,779) 16,224,901 (19,855,779) 16,224,901

(1,021,371) (52,408) (1,021,371) (52,408)

541,775,449 1,467,496,016 541,775,449 1,467,496,016
(1,670,464) (5,712,536) (1,670,464) (5,712,536)
(85,161) (812,506) (85,161) (812,506)

540,019,824 1,460,970,974 540,019,824 1,460,970,974
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ATLUTIHAADINAINTTNAINY
Fuaeniily 10,823,186 18,349,828 10,823,186 18,349,828
Ruaaiioseiiau e1msuazglnal (139,495,545) (80,372,679) (139,495,545) (80,372,679)
Ruaasunnmismiioiau emsuazgunsal 8,750,536 28,933,071 8,750,536 28,933,071
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(3,910,375,704)
4,132,722,511
(2,199,374,759)

1,690,683,206

(3,528,390,830)
3,051,284,679

(3,910,375,704)
4,132,722,511
(2,199,374,759)

1,690,683,206

(3,528,390,830)
3,051,284,679

(376,266,569) (129,830,831) (376,266,569) (129,830,831)
(105,239,547) - (105,239,547) -

(191,441) (8,305,663) (191,441) (8,305,663)

- 1,387,504,038 - 1,387,504,038

- (1,983,541,638) - (1,983,541,638)

- (36,962,879) - (36,962,879)

(105,430,988) (641,306,142) (105,430,988) (641,306,142)

58,322,267 689,834,001 58,322,267 689,834,001
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1,386,705,622 1,303,238,004 1,386,705,622 1,303,238,004

2,964,794 8,252,197 2,964,794 8,252,197
2,526 - 2,526 -
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Independent Auditor’s Report

To the Shareholders of POSCO-Thainox Public Company Limited

Opinion

I have audited the 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 2016, 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.

In my opinion, the accompanying 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 2016 and its financial performance and cash flows for the year then ended in accordance with
Thai Financial Reporting Standards (TFRSs).

Basis for Opinion

I conducted my audit in accordance with Thai Standards on Auditing (TSAs). My responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements in which the Equity Method is Applied and Separate Financial Statements section of my report. I
am independent of the Company in accordance with the Code of Ethics for Professional Accountants issued
by the Federation of Accounting Professions under the Royal Patronage of His Majesty the King that are
relevant to my audit of the financial statements in which the equity method is applied and separate financial
statements, and I have fulfilled my other ethical responsibilities in accordance with these requirements. I
believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my
opinion.

Key Audit Matters

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

Refer to Note 3(f) and 10 to the financial statements

The key audit matter

How the matter was addressed in the audit

Inventories are a significant balance and carried in
the financial statements at the lower of cost and
net realisable value. The Company’s inventory is
stainless-steel which can be subject to price
volatility depending on the demand and supply in
the global market. As a result there is a risk that
the carrying value of inventories may exceed its
net realisable value, this is focus area in my audit.

My audit procedures in this area included the
following:

» obtaining an understanding of the net
realisable value of inventories process through
inquiry of the Company’s management directly
responsible in this area, evaluating the design of
internal control process and performing sampling

test of implementation as well as operating
effectiveness of controls;

» assessment of the net realisable value of
inventories by checking with the selling price less
the estimated cost, necessary to make the sale for
a sample of items;

» comparing the actual results for the year with
the Company’s historical estimation of allowance
for decline in value of inventories and future
operating plan to evaluate the appropriateness of
the Company’s estimation related to the valuation
of inventories; and

» considering in the adequacy of the Company’s
disclosure in accordance with the Thai Financial
Reporting Standards.

Other Matter

The financial statements in which the equity method is applied and separate financial statements of the
Company for the year ended 31 December 2015 were audited by another auditor who expressed an
unmodified opinion on those statements on 24 February 2016.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements in which the equity method is
applied and separate financial statements and my auditor’s report thereon. The annual report is expected to
be made available to me after the date of this auditor’s report.

My opinion on the financial statements in which the equity method is applied and separate financial
statements does not cover the other information and I will not express any form of assurance conclusion
thereon.

In connection with my audit of the financial statements in which the equity method is applied and separate
financial statements, my responsibility is to read the other information identified above when it becomes
available and, in doing so, consider whether the other information is materially inconsistent with the
financial statements in which the equity method is applied and separate financial statements or my
knowledge obtained in the audit, or otherwise appears to be materially misstated.
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Responsibilities of Management and Those Charged with Governance 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 the financial statements in which the
equity method is applied and separate financial statements in accordance with TFRSs, 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.

In preparing the financial statements in which the equity method is applied and separate financial statements,
management is responsible for assessing the Company’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements in which the Equity Method is Applied
and Separate Financial Statements

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

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

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

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

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If I
conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to the
related disclosures in the financial statements in which the equity method is applied and separate
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are
based on the audit evidence obtained up to the date of my auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements in which the equity
method is applied and separate financial statements, including the disclosures, and whether the financial
statements in which the equity method is applied and separate financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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e Obtain sufficient appropriate audit evidence regarding the financial information of equity-accounted
investees of the Company to express an opinion on the financial statements in which the equity method
is applied. I am responsible for the direction, supervision and performance of the audit of the financial
statements in which the equity method is applied. I remain solely responsible for my audit opinion.

I communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that I identify during my audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on my independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, I determine those matters that were of
most significance in the audit of the financial statements in which the equity method is applied and separate
financial statements of the current period and are therefore the key audit matters. I describe these matters in
my auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, I determine that a matter should not be communicated in my report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits
of such communication.

(Banthit Tangpakorn)
Certified Public Accountant
Registration No. 8509

KPMG Phoomchai Audit Ltd.
Bangkok
17 February 2017
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Statement of financial position

Financial statements in

which the equity method Separate
is applied financial statements
31 December 31 December
Assets Note 2016 2015 2016 2015
(in Baht)

Current assets
Cash and cash equivalents 5 1,386,705,622 1,303,238,004 1,386,705,622 1,303,238,004
Current investments 6 830,047,178 511,448,411 830,047,178 511,448,411
Trade accounts receivable 4.7 2,354,891,690 1,948,793,085 2,354,891,690 1,948,793,085
Current portion of receivables

under debt restructuring 8 32,854,362 27,339,912 32,854,362 27,339,912
Other accounts receivable 49 68,788,095 43,870,321 68,788,095 43,870,321
Advance payment for purchase

raw material 4 356,844,806 - 356,844,806 -
Inventories 10 2,832,795,835 3,082,861,384 2,832,795,835 3,082,861,384
Other current assets 59,016,089 5,116,430 59,016,089 5,116,430
Total current assets 7,921,943,677 6,922,667,547 7,921,943,677 6,922,667,547
Non-current assets
Investment in an associate 11 33,256,671 26,216,058 4,900,000 4,900,000
Other long-term investments 6 60,000 50,060,000 60,000 50,060,000
Receivables under debt restructuring 8 105,515,525 138,164,135 105,515,525 138,164,135
Property, plant and equipment 12 3,763,986,632 4,009,148,575 3,763,986,632 4,009,148,575
Intangible assets 13 4,560,075 5,544,837 4,560,075 5,544,837
Other non-current assets 49,073,486 20,629,206 49,073,486 20,629,206
Total non-current assets 3,956,452,389 4,249,762,811 3,928,095,718 4,228,446,753
Total assets 11,878,396,066 11,172,430,358 11,850,039,395 11,151,114,300

The accompanying notes are an integral part of these financial statements.
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Statement of financial position

Financial statements in

which the equity method Separate
is applied financial statements
31 December 31 December
Liabilities and equity Note 2016 2015 2016 2015
(in Baht)

Current liabilities
Trade accounts payable 4,15 2,537,001,753 2,300,130,163 2,537,001,753 2,300,130,163
Other accounts payable 4,16 78,762,580 98,615,834 78,762,580 98,615,834
Other current liabilities 1,100,893 2,122,264 1,100,893 2,122,264
Total current liabilities 2,616,865,226 2,400,868,261 2,616,865,226 2,400,868,261
Non-current liabilities
Deferred tax liabilities 14 - - - -
Employee benefit obligations 17 85,373,787 78,383,419 85,373,787 78,383,419
Total non-current liabilities 85,373,787 78,383,419 85,373,787 78,383,419
Total liabilities 2,702,239,013 2,479,251,680 2,702,239,013 2,479,251,680
Equity
Share capital : 18

Authorised share capital 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100

Issued and paid-up share capital 7,795,709,100 7,795,709,100 7,795,709,100 7,795,709,100
Premium on ordinary shares 332,131,264 332,131,264 332,131,264 332,131,264
Retained earnings

Appropriated - legal reserve 19 468,056,069 438,056,069 468,056,069 438,056,069

Unappropriated 580,563,665 126,836,083 552,206,994 105,520,025
Other component of equity (303,045) 446,162 (303,045) 446,162
Total equity 9,176,157,053 8,693,178,678 9,147,800,382 8,671,862,620
Total liabilities and equity 11,878,396,066 11,172,430,358 11,850,039,395 11,151,114,300

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

157

which the equity method Separate
is applied financial statements
Year ended 31 December Year ended 31 December
Note 2016 2015 2016 2015
(in Baht)

Revenue
Revenue from sale of goods and rendering of services 4,20 13,709,872,220 11,705,393,694 13,709,872,220 11,705,393,694
Net foreign exchange gain 10,645,204 83,365,812 10,645,204 83,365,812
Other income 21 36,666,477 28,689,919 36,666,477 28,689,919
Total revenue 13,757,183,901 11,817,449,425 13,757,183,901 11,817,449,425
Expenses
Cost of sales of goods and rendering of services 4 12,666,745,132 11,184,966,093 12,666,745,132 11,184,966,093
Selling expenses 22 194,325,674 187,357,418 194,325,674 187,357,418
Administrative expenses 423 313,805,310 323,598,697 313,805,310 323,598,697
Finance costs 191,441 10,518,733 191,441 10,518,733
Total expenses 13,175,067,557 11,706,440,941 13,175,067,557 11,706,440,941
Share of profit of investment in an associate 11 7,040,613 8,749,045 - -
Profit before income tax expenses 589,156,957 119,757,529 582,116,344 111,008,484
Income tax expense (benefit) 26 187,302 (111,541) 187,302 (111,541)
Profit for the year 588,969,655 119,869,070 581,929,042 111,120,025
Other comprehensive income (expenses)
Items that are or may be reclassified

subsequently to profit or loss
Net change in fair value of available-for-sale

investments 6 (936,509) 557,703 (936,509) 557,703
Income tax on other comprehensive income 26 187,302 (111,541) 187,302 (111,541)
Other comprehensive income (expenses)

for the year, net of income tax (749,207) 446,162 (749,207) 446,162
Total comprehensive income (expense)

for the year 588,220,448 120,315,232 581,179,835 111,566,187
Basic earning per share 27 0.08 0.02 0.07 0.01

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

Annual Report 2014
POSCO-Thainox Public Company Limited

Financial statements in

which the equity method Separate
is applied financial statements
Year ended 31 December Year ended 31 December
2016 2015 2016 2015
(in Baht)

Cash flows from operating activities
Profit for the year 588,969,655 119,869,070 581,929,042 111,120,025
Adjustments for:
Depreciation and amortisation 377,638,255 373,996,702 377,638,255 373,996,702
Interest income (13,417,123) (12,948,661) (13,417,123) (12,948,661)
Bad and doubtful debts expense 2,055,088 789,570 2,055,088 789,570
Loss from debt restructuring - 7,267,188 - 7,267,188
Loss on decline in value of inventories 58,631 37,493,586 58,631 37,493,586
Gain on disposals of property, plant and equipment (746,541) (2,010,519) (746,541) (2,010,519)
Unrealised gain on exchange rates (18,037,471) (75,679,240) (18,037,471) (75,679,240)
Employee benefit obligations 8,660,832 8,357,691 8,660,832 8,357,691
Gain on disposals of current investments (12,445,236) (3,784,557) (12,445,236) (3,784,557)
Fair value gain on trading securities (745,295) - (745,295) -
Finance cost 191,441 10,518,733 191,441 10,518,733
Share of profit of investment in an associate (7,040,613) (8,749,045) - -
Income tax expense (benefit) 187,302 (111,541) 187,302 (111,541)

925,328,925 455,008,977 925,328,925 455,008,977
Changes in operating assets and liabilities
Trade accounts receivable (407,484,011) 114,191,858 (407,484,011) 114,191,858
Receivables under debt restructuring 27,134,160 (6,465,382) 27,134,160 (6,465,382)

Other accounts receivable

Advance payment for purchase raw material
Inventories

Other current assets

Other non-current assets

Trade accounts payable

Other accounts payable

Other current liabilities

Cash generated from operating activities
Employee benefit obligations paid
Income tax paid

Net cash from operating activities

(22,323,837)
(356,844,806)

(16,944,119)

(22,323,837) (16,944,119)
- (356,844,806) -

250,006,918 1,185,281,409 250,006,918 1,185,281,409
(53,814,498) 247,942,427 (53.814,498) 247,942,427
(28,444,280) (9,516,711) (28,444,280) 9,516,711)
229,094,028 (518,174,936) 229,094,028 (518,174,936)
(19,855,779) 16,224,901 (19,855,779) 16,224,901
(1,021,371) (52,408) (1,021,371) (52.,408)
541,775,449 1,467,496,016 541,775,449 1,467,496,016
(1,670,464) (5,712,536) (1,670,464) (5,712,536)
(85,161) (812,506) (85,161) (812,506)
540,019,824 1,460,970,974 540,019,824 1,460,970,974

The accompanying notes are an integral part of these financial statements.
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Statement of cash flows
Financial statements in
which the equity method Separate
is applied financial statements
Year ended 31 December Year ended 31 December
2016 2015 2016 2015
(in Baht)
Cash flows from investing activities
Interest received 10,823,186 18,349,828 10,823,186 18,349,828
Payment for purchase of property, plant
and equipment (139,495,545) (80,372,679) (139,495,545) (80,372,679)
Proceeds from disposals of property, plant
and equipment 8,750,536 28,933,071 8,750,536 28,933,071
Payment for purchase of intangible assets - (634,900) - (634,900)
Decrease in long-term deposits at the
financial institutions 30,000,000 381,000,000 30,000,000 381,000,000

Purchase of trading securities

Sales of trading securities

Purchase of avaliable for sale securities
Sales of avaliable for sale securities

Net cash used in investing activities

Cash flows from financing activities

Dividends paid to owners of the Company

Finance cost paid

Proceeds from short-term loan from financial institutions
Repayments of short-term loan from financial institutions
Repayments of long-term loan from financial institutions

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents as at 1 January

Effect of exchange rate changes on balances held in
foreign currencies

Cash and cash equivalents at 31 December

Non-cash transactions
Unpaid liabilities from purchase of property, plant,
and equipment

Dividend payable

(3,910,375,704)
4,132,722,511
(2,199,374,759)
1,690,683,206

(3,528,390,830)
3,051,284,679

(3,910,375,704)
4,132,722,511
(2,199,374,759)
1,690,683,206

(3,528,390,830)
3,051,284,679

(376,266,569) (129,830,831) (376,266,569) (129,830,831)
(105,239,547) - (105,239,547) -
(191,441) (8,305,663) (191,441) (8,305,663)
- 1,387,504,038 - 1,387,504,038
- (1,983,541,638) - (1,983,541,638)
. (36,962,879) = (36,962,879)
(105,430,988) (641,306,142) (105,430,988) (641,306,142)
58,322,267 689,834,001 58,322,267 689,834,001
1,303,238,004 537,724,763 1,303,238,004 537,724,763
25,145,351 75,679,240 25,145,351 75,679,240
1,386,705,622 1,303,238,004 1,386,705,622 1,303,238,004
2,964,794 8,252,197 2,964,794 8,252,197
2,526 = 2,526 =

The accompanying notes are an integral part of these financial statements.
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Notes to the financial statements
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These notes form an integral part of the financial statements.

The financial statements issued for Thai regulatory reporting purposes are prepared in the Thai
language. These English language financial statements have been prepared from the Thai language
financial statements, and were approved and authorised for issue by the Board of Directors on
17 February 2017.

General information

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

Head office : 31* 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 parent company during the financial period was POSCO (84.93% shareholding) which is
incorporated in South Korea.

The principal activities 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 new and revised TFRS effective for annual accounting periods beginning on or
after 1 January 2016. The initial application of these new and revised TFRS has resulted in changes in
certain of the Company’s accounting policies. These changes have no material effect on the financial
statements.

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 annual financial periods beginning on or after 1 January 2017 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 33.
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Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following items.

Items Measurement bases

Financial instruments Fair value

Trading/Available-for-sale financial assets Fair value

Net defined benefit liability Present value of the defined benefit obligation,

limited as explained in Note 3 (1)
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 to the nearest thousand unless
otherwise stated.

Use of judgement and estimates

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

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

Assumptions and estimation uncertainties
Information about assumption and estimation uncertainties that have a significant risk of resulting in a

material adjustments to the amounts recognised in the financial statements is included in the following
notes:

Note 14 Recognition of deferred tax assets: availability of future taxable profit against which
tax losses carried forward can be used; and
Note 17 Measurement of defined benefit obligations: key actuarial assumptions.

Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities.

The Company has an established control framework with respect to the measurement of fair values.
This includes a valuation team that has overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values, and reports directly to the chief financial officer.

The valuation team regularly reviews significant unobservable inputs and valuation adjustments. If
third party information, such as broker quotes or pricing services, is used to measure fair values, then
the valuation team assesses the evidence obtained from the third parties to support the conclusion that
such valuations meet the requirements of TFRS, including the level in the fair value hierarchy in which
such valuations should be classified.

Significant valuation issues are reported to the Company’s Audit Committee.
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When measuring the fair value of an asset or a liability, the Company uses market observable data as
far as possible. Fair values are categorised into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows:

o Level I: quoted prices (unadjusted) in active markets for identical assets or liabilities.

o Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

o Level 3: inputs for the asset or liability that are not based on observable market data

(unobservable inputs)
If the inputs used to measure the fair value of an asset or liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entire

measurement.

The Company recognises transfers between levels of the fair value hierarchy at the end of the reporting
period during which the change has occurred.

Further information about the assumptions made in measuring fair values is included in the following
notes:

. Note 29 - financial instruments
Significant accounting policies

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

Basis of preparation the financial statements in which the equity method is applied

The financial statements in which the equity method is applied relate to the Company and its interests
in an associate.

Interests in equity-accounted investees
The Company’s interests in equity-accounted investees comprise interests in an associate.

An associate is the entity in which the Company has significant influence, but not control or joint
control, over the financial and operating policies.

Interests in an associate is accounted for using the equity method. It is recognised initially at cost,
which includes transaction costs. Subsequent to initial recognition, the financial statements in which
the equity method is applied include the Company’s share of the profit or loss and other
comprehensive income of equity-accounted investees, until the date on which significant influence
ceases.
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Foreign currencies
Foreign currency transactions

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

Monetary assets and liabilities denominated in foreign currencies are translated to the functional
currency at the exchange rate at the reporting date.

Non-monetary assets and liabilities measured at cost in foreign currencies are translated to the
functional currency at the exchange rates at the dates of the transactions.

Foreign currency differences are generally recognised in profit or loss.

Hedging

Fair value hedges

Where a derivative hedges the changes in fair value of a recognised asset, liability or unrecognised
firm commitment (or an identified portion of such asset, liability or firm commitment), any gain or
loss on remeasuring the fair value or foreign currency component of the hedging instrument is
recognised in profit or loss. The hedged item is also stated at fair value in respect of the risk being
hedged, with any gain or loss being recognised in profit or loss.

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 (if any).

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 includes an appropriate
share of production overheads based on normal operating capacity and is calculated using standard
cost adjusted to approximate average cost.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs to complete and to make the sale.
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Investments
Investments in an associate

Investments in an associate in the separate financial statements of the Company are accounted for
using the cost method. Investments in an associate in the financial statements in which the equity
method is applied are accounted for using the equity method.

Investment in other debt and equity securites

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 (if any).

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 FIFO method applied to the carrying value of the total holding of the
investment.
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(h)  Property, plant and equipment
Recognition and measurement
Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses
(if any).

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

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

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

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.

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 improvement, factory, and office buildings 5-32 years
Machinery and factory equipment 2-25 years
Office furniture, fixtures and equipment 3-20 years
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.
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Intangible assets
Golf membership

Golf membership that is acquired by the Company and has infinite useful lives, which is not subject to
amortisation, is measured at cost less than impairment loss (if any).

Software licences

Software licences that are acquired by the Company and have finite useful lives are measured at cost
less accumulated amortisation and accumulated impairment losses (if any).

Subsequent expenditure

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

Amortisation

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

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

The estimated useful lives for the current and comparative periods are as follows:
Software licences 3-10 years

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

Impairment

The carrying amounts of the 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. For goodwill and intangible assets that have indefinite useful lives or are not
yet available for use, the recoverable amount is estimated each year at the same time.

An impairment loss is recognised if the carrying amount of an 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.
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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 held-to-maturity securities carried at amortised cost is calculated as the
present value of the estimated future cash flows discounted at the original effective interest rate.

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.

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.

Trade and other accounts payable
Trade and other accounts payable are stated at cost.

Employee benefits

Defined contribution plans

Obligations for contributions to defined contribution plans are expensed as the related service is
provided.

Defined benefit plans

The Company’s net obligation in respect of defined benefit plans is calculated separately for each plan
by estimating the amount of future benefit that employees have earned in the current and prior periods,
discounting that amount.

The calculation of defined benefit obligations is performed annually by a qualified actuary using the
projected unit credit method. When the calculation results in a potential asset for the Company, the
recognised asset is limited to 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. To calculate the present value
of economic benefits, consideration is given to any application minimum funding requirements.
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Remeasurements of the net defined benefit liability, actuarial gain or loss are recognised immediately
in OCIL. The Company determines the interest expense on the net defined benefit liability for the period
by applying the discount rate used to measure the defined benefit obligation at the beginning of the
annual period, taking into account any changes in the net defined benefit liability during the period as
a result of contributions and benefit payments. Net interest expense and other expenses related to
defined benefit plans are recognised in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that
relates to past service or the gain or loss on curtailment is recognised immediately in profit or loss.
The Company recognises gains and losses on the settlement of a defined benefit plan when the
settlement occurs.

Other long-term employee benefits

The Company’s net obligation in respect of long-term employee benefits 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. Remeasurements are recognised in profit or loss
in the period in which they arise.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected to be paid 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. The unwinding of the discount is recognised as a finance cost.

Revenue

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

Sale of goods and services rendered

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

Interest and other income

Interest and other income are recognised in profit or loss as they accrue.
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Finance costs

Interest expenses and similar costs are charged to profit or loss for the period in which they are
incurred, except to the extent that they are capitalised as being directly attributable to the acquisition,
construction or production of an asset which necessarily takes a substantial year of time to be prepared
for its intended use or sale.

Lease payments

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

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

Determining whether an arrangement contains a lease

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

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

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.

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.

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.
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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, adjusted for own shares
held.

Segment reporting

Segment results that are reported to the Company’s CEO (the chief operating decision maker) include
items directly attributable to a segment as well as those that can be allocated on a reasonable basis.
Unallocated items comprise mainly corporate assets, other income, administrative expenses, and
finance cost.

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 joint 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.
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Relationships with key management personnel and related parties were as follows:

Name of entities

POSCO

Nippon Steel & Sumikin Stainless
Steel Corporation

NS - Thainox Auto Co., Ltd.

Four One One Entertainment Co.,Ltd

POSCO (Thailand) Co., Ltd.

POSCO Daewoo Corporation
(formerly Daewoo Corporation
International Co., Ltd.)

POSCO Asia Co., Ltd.

POSCO ICT Co., Ltd.

POSCO America Corporation

POSCO Group University

POSCO Research Institute

POSCO Vietnam Processing Center
Co., Ltd.

POSCO VST Co., Ltd.

POSCO P&S Co., Ltd.

POSCO Processing and service
Co., Ltd

POSCO LED Co., Ltd.

POSCO South Asia Co., Ltd.

POSCO Japan Co., Ltd.

POSTECH Venture Capital

POSCO ICT - China

PT Posco Indonesia Inti

Nippon Steel Trading (Japan)

Nippon Steel & Sumikin Bussan
(Thailand)

Nippon Steel & Sumikin Bussan
Corporation

Nippon Steel & Sumikin Pipe
(Thailand) Co., Ltd.

Sumitomo Corporation (Japan)

Sumitomo Corporation Thailand Ltd.

Key management personnel

Mabhagitsiri family

Country of
incorporation/
nationality
South Korea
Japan

Thailand

Thailand
Thailand
South Korea

Hong Kong
South Korea
United Stated of
America
South Korea
South Korea
Vietnam

Vietnam
South Korea
South Korea

South Korea
Thailand
Japan
South Korea
China
Indonesia
Japan
Thailand

Japan
Thailand
Japan

Thailand
Multi-nationalities

Thailand

Nature of relationships

Parent company, 84.93% shareholding
Related company, 2.59% shareholding

Associate, 49% shareholding, and
common director

Common directors

Related company with the parent company

Related company with the parent company

Related company with the parent company
Related company with the parent company
Related company with the parent company

Related company with the parent company
Related company with the parent company
Related company with the parent company

Related company with the parent company
Related company with the parent company
Related company with the parent company

Related company with the parent company
Related company with the parent company
Related company with the parent company
Related company with the parent company
Related company with the parent company
Related company with the parent company
Related company with the related parties

Related company with the related parties

Related company with the related parties
Related company with the related parties

Related company with the related parties

Related company with the related parties

Persons having authority and responsibility
for planning, directing, and controlling the
activities of the entity, directly or
indirectly, including any director (whether
executive or otherwise) of the Company

Major  shareholders, 10% or more
shareholding, and directors
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The pricing policies of transactions are explained further below:

Transactions Pricing policies

Sale of goods and rendering of services Market price

Sale of scrap Contractually agreed prices

Purchase of raw materials Market price

Communication expense Contractually agreed prices

Technical assistance expense Contractually agreed prices or mutual agree rate

Key management personnel remuneration Approve from resolution of the annual general
meeting of shareholders, and mutual agree rate

Other expenses Contractually agreed prices

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

Financial statements in

which the equity
method is applied/
Separate financial statements
Year ended 31 December 2016 2015
(in thousand Baht)

Parent
Sale of goods and rendering of services 5,042 -
Sale of scrap 263,871 154,222
Purchase of raw materials 7,229,283 8,134,946
Associate
Sale of goods 147,894 156,910
Other related parties
Sale of goods and rendering of services 1,449,113 1,475,025
Purchase of raw materials 4,492,122 820,506
Communication expense 18,101 17,711
Technical assistance expense 370 392
Other expenses 12,313 17,127
Key management personnel
Key management personnel compensation

Director’s remuneration 2,430 3,360

Short-term benefits 75,981 99,310

Post-employment benefits - 2,230

Other long-term benefits 146

Total key management personnel compensation 78,411 105,046
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Balances as at 31 December with related parties were as follows:

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

2016 2015
(in thousand Baht)

Trade accounts receivable - related parties
Associate 34,784 26,680
Other related parties 54,515 232,250
Total 89,299 258,930
Advance payment for purchase raw material - related parties
Other related parties 356,845 -
Total 356,845 -
Other accounts receivable - related parties
Parent 25,973 16,385
Other related parties 22 -
Total 25,995 16,385
Trade accounts payable - related parties
Parent 1,898,292 2,016,191
Other related parties 488,090 149,189
Total 2,386,382 2,165,380
Other accounts payable - related parties
Other related parties 1,997 1,604
Total 1,997 1,604

Significant agreements with related parties

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:
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Hot-rolled coils

- The Company agreed to purchase up to 80% 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.

Cold- rolled coils

- The parent company will act as the distribution agent of the Company’s cold-rolled products, the
sales 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 year 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.

Termination of supply and distribution agreement

The Company and POSCO (the parent company) agreed to terminate the supply and distribution
agreement dated 24 January 2007. Accordingly, the term and condition under this agreement was
terminated effective from 3 October 2016. However, the termination does not affect significantly to
the Company.

Service agreements

On 1 January 2016, the Company entered into a contract of Global IT Outsourcing Service with a
related party, POSCO ICT Co., Ltd., covering 1 year starting from 1 January 2016 to 31 December
2016. Under the term of this contract, the Company has obligation to pay USD 20,644 per month
(equivalent to Baht 748,433).

On 12 September 2015, the Company entered into contract of IMS System Operation SV Service with
a related party, POSCO ICT Co., Ltd., covering 1 year starting from 13 September 2015 to
12 September 2016. Under the term of this contract, the Company has obligation to pay USD 14,948
per month (equivalent to Baht 546,110). Later, on 13 September 2016, the Company renewed this
contract covering 2 years starting from 13 September 2016 to 12 September 2018. Under the term of
this contract, the Company has obligation to pay USD 15,180 per month (equivalent to Baht 531,737).

On 1 September 2014, the Company entered into a contract of International Leased line for using
International Private Leases Line (IPLC) and its maintenance with a related party, POSCO ICT Co.,
Ltd., covering 2 years starting from 1 September 2014 to 31 August 2016. Under the term of this
contract, the Company has obligation to pay KRW 3,975,000 per month (equivalent to
Baht 116,945). Later, on 1 September 2016, the Company renewed this contract covering 1 year
starting from 1 September 2016 to 31 August 2017. Under the term of this contract, the Company has
obligation to pay KRW 3,600,000 per month (equivalent to Baht 113,930).
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Financial statements in

which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Cash on hand 240 241
Cash at banks - savings accounts 1,384,151 1,288,435
Cash at banks - current accounts 2,315 14,562
Total 1,386,706 1,303,238

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

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

2016 2015
(in thousand Baht)
Thai Baht (THB) 582,334 307,653
United States Dollars (USD) 804,372 995,585
Total 1,386,706 1,303,238

Other investments

Financial statements in
which the equity
method is applied/
Separate financial statements
31 December 31 December
2016 2015

Current investments

Long-term deposits at financial institutions due within one year
Investments in mutual funds - held for trading

Investments in mutual funds - available for sale

Debt securities - available for sale

Other long-term investments
Long-term deposits at financial institutions
Other non-marketable equity security

Total

(in thousand Baht)

50,000 30,000
411,745 -

- 260,264
368,302 221,184
830,047 511,448

- 50,000

60 60
60 50,060
830,107 561,508
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Movements during the year ended 31 December of marketable equity and debt securities were as
follows:

Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)

Current investments

Trading securities

At 1 January - -
Purchases during the year 3,910,376 -
Sales during the year (4,121,641) -
Transfer from available for sale securities 622,265 -
Valuation adjustment 745 -

At 31 December 411,745 -
Available-for-sale securities

At 1 January 481,448 -
Purchases during the year 2,199,375 3,498,391
Sales during the year (1,689,319) (3,017,501)
Transfer to trading securities (622,265) -
Valuation adjustment (937) 558
At 31 December 368,302 481,448

The Company has established a private fund since March 2012 and engaged a local independent assets
management company to manage cash and liquidity of the Company. The private fund has invested in
short-term and long-term deposits at financial institutions, and high-liquidity debt securities viewed
and rated as investment grade by Credit Rating Agencies approved by the Securities and Exchange
Commission.

Transfer current investments from available-for-sale securities to trading securities

During 2016, the management have been reclassified certain investments to conform with the
objective of investment policy. These investments were transferred from available-for-sale securities
to trading securities. The Company has recognised the change in fair value which were recognised in
equity to profit or loss for the year ended 31 December 2016 of Baht 1.07 million.

Other investments of the Company as at 31 December 2016 and 2015 were denominated entirely in
Thai Baht.
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Financial statements in

which the equity
method is applied/
Separate financial statements
Note 2016 2015

(in thousand Baht)
Related parties 4 89,299 258,93C
Other parties 2,269,894 1,694,284
Total 2,359,193 1,953,214
Less allowance for doubtful accounts (4,301) (4,421)
Net 2,354,892 1,948,793
Bad and doubtful debts expense for the year 2,055 790

Aging analyses for trade accounts receivable were as follows:

Financial statements in
which the equity
method is applied

Separate financial statements
2016 2015

Related parties
Within credit terms
Overdue:

Less than 3 months

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

Less allowance for doubtful accounts

Net

(in thousand Baht)

85,946 182,876
3,353 76,054
89,299 258,930
2,030,772 1,457,847
234,821 202,049

; 29,175
4,301 5213
2,269,894 1,694,284
(4,301) (4,421)
2,265,593 1,689,863
2,354,892 1,948,793

The normal credit term granted by the Company ranges from 30 days to 90 days.
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The currency denomination of trade accounts receivable as at 31 December were as follows:

Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Thai Baht (THB) 2,137,987 1,524,011
United States Dollars (USD) 221,206 429,203

Total 2,359,193 1,953,214

Receivables under debt restructuring

Financial statements in

which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Within one year 39,500 30,500
After one year 146,278 185,778
185,778 216,278
Less Future interest income on debt restructuring (47,408) (50,774)
Present value of receivables under debt restructuring 138,370 165,504
Receivables under debt restructuring
- current 32,854 27,340
- non-current 105,516 138,164
Total 138,370 165,504

In 2015, the Company has entered into a compromise agreement with a customer to allow the monthly
installation payment of an outstanding account receivable amounting to Baht 29,261,537 to 96
months. The first installment was due in December 2015 and the last installment will be due in
November 2023.

In 2014, the Company has made a debt restructuring for an outstanding account receivable by
modifying terms of debts. The Company agreed to reduce the principal and accrued interest income
from Baht 325,105,267 to Baht 217,066,085 and to extend the payment period to 72 months. The
payments will be installed on a monthly basis. The first installment was due in October 2014 and the
last installment will be due in October 2020.

As at 31 December 2016 and 2015, details of accounts receivable whose debts have been restructured
during the years ended 31 December 2016 and 2015 compared with trade accounts receivable, both in
the financial statements in which the equity method is applied and separate financial statements are as
follows:
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Receivable under Total trade
debt restructuring  accounts receivable

As at 31 December 2016

Number of accounts receivable 2 122
Balance of accounts receivable (in thousand Baht) 185,778 2,359,193
As at 31 December 2015

Number of accounts receivable 2 161
Balance of accounts receivable (in thousand Baht) 216,278 1,953,214

Other accounts receivable

Financial statements in
which the equity

method is applied/
Separate financial statements
Note 2016 2015
(in thousand Baht)
Related parties 4
Receivables from scrap sales 25,973 16,385
Prepaid expenses 22 -
25,995 16,385
Other parties
Receivables from scrap sales 16,712 5,247
Prepaid expenses 12,198 14,648
Advance payment 8,323 4,986
Interest receivables 3,438 844
Others 2,122 1,760
42,793 27,485
Total 68,788 43,870

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

Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015

(in thousand Baht)
Thai Baht (THB) 26,103 22,239
United States Dollars (USD) 42,685 21,631

Total 68,788 43,870
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Inventories
Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Finished goods 827,375 1,362,875
Work in progress 1,020,236 807,389
Raw materials 537,800 545,729
Factory supplies and spare parts 190,086 214,463
Goods in transit 433,970 329,017
Total 3,009,467 3,259,473
Less allowance for decline in value of inventories (176,671) (176,612)
Net 2,832,796 3,082,861
Inventories recognised as an expense in
‘cost of sales of goods and rendering of services’:
- Cost 12,666,686 11,147,472
- Write-down to net realisable value 59 37,494
Net 12,666,745 11,184,966
Investment in an associate
Financial statements in
which the equity Separate
method is applied financial statements
2016 2015 2016 2015
(in thousand Baht)
At 1 January 26,216 17,467 4,900 4,900
Share of profit of an associate 7,041 8,749 - -
At 31 December 33,257 26,216 4,900 4,900

During the year ended 31 December 2016 there was no acquisition and disposal of investment in an

associate.
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An associate

The following table summarises the financial information of an associate as included in its own
financial statements, adjusted for fair value adjustments at acquisition and differences in accounting
policies. The table also reconciles the summarised financial information to the carrying amount of the
Company’s interest in the company.

NS-Thainox Auto Company Limited

2016 2015
(in thousand Baht)

Revenue from sale of goods and service 208,463 232,700
Cost of sales of goods and service (176,658) (196,040)
Gross profit 31,805 36,660
Other income 165 182
Profit before expenses 31,970 36,842
Administration expenses (15,047) (14,514)
Profit before income tax 16,923 22,328
Income tax expense - (4,473)
Profit for year 16,923 17,855
Total comprehensive income (100%) 16,923 17,855
Total comprehensive income (49% hold) 8,292 8,749
Elimination of unrealized profit on downstream sales = =
Company’s share of total comprehensive income 8,292 8,749
Current assets 111,950 91,089
Non-current assets 936 972
Current liabilities (44,326) (37,919)
Non-current liabilities (689) (640)
Net assets (100%) 67,871 53,502
Company’s share of net assets (49% hold) 33,257 26,216

Carrying amount of interest in an associate 33,257 26,616




Annual Report 2014

POSCO-Thainox Public Company Limited

(+88°6¥S°6) - (F9TET) (F8T°LST) (EPLBET'L) (£6S°0¥0°7) - 9107 12quIdR(Q [€ IV
$S8Y - 610 €8 €l - - sesodsiq
(8L9°9L€) - (#80°1) (6¥S°ST) (688°667) (951°09) - Teak oy 1o 281ey0 Uoneroarda(

(190°8L1°6) - (661°9T1) (8ss‘THD) (L98°8€6°9) (LEF 086°T) - 9107 Arenuep |
pue 10T QU [€ IV
rPE0T - 708°LT v61°C 9r€ - - s[esodsiq
(Th1°eLe) - (T100) (815°81) (S€€°T60) (LLT09) - TeaA o) 10§ 931y UonEnAIda(
(€9T°578°8) - (166°1€) (¥€2°920) (8L8°9%9°9) (091°026°T) - $10T Arenuef | 3y
sasso] yuawaivdul pup uoyn121daq
OL8EIEEL L6 6L0°ST €T6'LIE LOLIS8%6 £8S°09L°T 958°81 € 910T 1qUIN( I€ IV
(658°C1) - (ST¥Y) (8) (009°L) - - sfesodsiq
ST (L6L98) - vil €19°8L $60°8 - (1n0) u1 19JSUBI]
S61°6E1 $60°6L - $S0'Y SETTS (8%7 - SuonIppy

60T°L8T ET PTY'LS r6v 61 86SVIE 6SY‘8TL 6 8LESHLT 95881 € 9107 Atenuer |
pue 10T QU I€ IV
(99T°L) - (8L0°8T) (6120 (696°97) - - s[esodsiq
: (921°9) - - 9TI'S - - (3no) ur 1oJSuel],
TLE08 1€6°1S 81 $S6 ¥¥8°9C 79 - SuonIppy
€0THSTET 61901 vSSiLE 798°SI¢€ 8SHETL'6 YSLLYLT 968°81¢ $10T Arenuef | 1y
150)

(3yng puvsnoy; ui)
[®101, UOT)ONIISU0D SO[OIYD A juowdimba juswdimba sgurp[ing pue
Jopun S)assy pue saInxIy K10)08] pue 9010
‘QInmyruIng NS el pue A10308]
01JJO QuatraAorduut
pue

sjuduIdje)s e ueuly djeaedag /pardde st poyyawr £3ba ay) YoIyM ur SjudWId)E)S [EUBUL]

186

judwrdmbs pue jueld ‘Kyaadoag 7T



187

Annual Report 2014

POSCO-Thainox Public Company Limited

(ot £Z€°C 1pg “$107) uoIw
$87°S 1eg 01 PAIUNOWE 9 ()7 JoqUIAJS(] [ € I8 Sk asn ul [[is sem jey) juowdinbs pue jued ‘A1rodoid pajeroardap A[[ny s, Auedwo)) ay) Jo Junowe ssoi3 oy,

986°€9L‘E TL 6y SIS‘T 6£9°09 ¥96°T19°T 066°61L 958°81¢€ 910T PQqURN( [€ IV
8Y1°600°y vIv'LS S6T°¢ 0¥0°TL T6S°68LT 196 L9L 958°81¢€ 9107 Atenuer |
PUE ST P_AULN( [€IV
0v8°8TE Y 619°01 £95°S 87968 08S°9L0°E P6S°LT8 958°81¢€ S10T Atenuer [}y
angpa y00q JaN
(yng puvsnoyy ut)
101 UonoONISU0d SO[OIYD A juswdimba juswdimba s3urp[ing pue
Jopun sjassy pue SaImxIj K10308] pue 901JJ0
‘QImIuIng A1auryoeN pue A10308]
20110 Quoworordur
pue]

sjudwje)s [enueuly djeaedag /pardde st poyrowr £3nba 3y) YIIYAM UI SJUIWII)E)S [RIdUBUL]




188 Annual Report 2014
POSCO-Thainox Public Company Limited

13 Intangible assets

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

14

Software Golf
licences Membership Total
(in thousand Baht)

Cost
At 1 January 2015 47,228 240 47,468
Additions 635 - 635
At 31 December 2015 and

1 January 2016 47,863 240 48,103
Transfer out (25) - (25)
At 31 December 2016 47,838 240 48,078
Amortisation
At 1 January 2015 (41,704) - (41,704)
Amortisation for the year (854) - (854)
At 31 December 2015 and

1 January 2016 (42,558) - (42,558)
Amortisation for the year (960) - (960)
At 31 December 2016 (43,518) - (43,518)
Net book value
At 1 January 2015 5,524 240 5,764
At 31 December 2015 and

1 January 2016 5,305 240 5,545
At 31 December 2016 4,320 240 4,560

Deferred tax

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

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

Assets Liabilities Total
2016 2015 2016 2015 2016 2015
(in thousand Baht)

Current investments 75 - - (112) 75 (112)
Trade account receivables 860 702 - - 860 702
Inventories 35,334 26,195 - - 35,334 26,195
Property, plant and

equipment 9,213 631 (97,437) (91,669) (88,224) (91,038)
Employee benefit

obligations 17,075 2,904 - - 17,075 2,904
Loss carry forward 34,880 61,349 - - 34,880 61,349
Total 97,437 91,781 (97,437) (91,781) - -
Set off of tax (97,437) (91,781) 97,437 91,781 - -

Net deferred tax assets
(liabilities)
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Movements in total deferred tax assets and liabilities during the year were as follows:

189

Financial statements in which the equity method is applied/

Separate financial statements

(Charged) / Credited to:
At1 Other At 31
January Profit or comprehensive December
2016 loss income 2016
(in thousand Baht)

Deferred tax assets
Current investments - - 75 75
Trade accounts receivable 702 158 - 860
Inventories 26,195 9,139 - 35,334
Property, plant and equipment 631 8,582 - 9,213
Employee benefit obligations 2,904 14,171 - 17,075
Loss carry forward 61,349 (26,469) - 34,880
Total 91,781 5,581 75 97,437
Deferred tax liabilities
Current investments (112) - 112 -
Property, plant and equipment (91,669) (5,768) - (97,437)
Total (91,781) (5,768) 112 (97,437)
Net = (187) 187 -

Financial statements in which the equity method is applied/

Separate financial statements

(Charged) / Credited to:
At 1 Other At 31
January Profit or comprehensive December
2015 loss income 2015
(in thousand Baht)

Deferred tax assets
Trade accounts receivable - 702 - 702
Inventories 18,696 7,499 - 26,195
Property, plant and equipment - 631 - 631
Employee benefit obligations 2,904 - - 2,904
Loss carry forward 72,031 (10,682) - 61,349
Total 93,631 (1,850) - 91,781
Deferred tax liabilities
Current investments = - (112) (112)
Property, plant and equipment (93,631) 1,962 - (91,669)
Total (93,631) 1,962 (112) (91,781)
Net - 112 (112) -
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Deferred tax assets have not been recognised in respect of the following items:

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

2016 2015
(in thousand Baht)
Tax losses 688,977 1,122,750
Total 688,977 1,122,750

The tax losses expire in 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.

Trade accounts payable

Financial statements in
which the equity
method is applied/
Separate financial statements
Note 2016 2015

(in thousand Baht)
Related parties 4 2,386,382 2,165,380
Other parties 150,620 134,750

Total 2,537,002 2,300,130

The currency denomination of trade accounts payable as at 31 December were as follows:

Financial statements in

which the equity
method is applied/
Separate financial statements
2016 2015

(in thousand Baht)
Thai Baht (THB) 1,950,220 2,083,162
United States Dollars (USD) 583,962 213,523
Euro (EUR) 2,811 3,445
Great British Pound (GBP) 9

Total 2,537,002 2,300,130
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Other accounts payable

Financial statements in
which the equity
method is applied/
Separate financial statements
Note 2016 2015

(in thousand Baht)

Related parties 4
Accrued operating expense 288 62
Others 1,709 1,542
1,997 1,604
Other parties
Allowance for liability from returned goods 23,379 13,570
Accrued operating expenses 15,913 20,489
Accrued transportation expense 7,479 10,786
Accrued commission 4,388 4,388
Payable on purchase of property, plant, and equipment 2,965 8,252
Advance received from customers 2,578 13,915
Accrued rebate 19 11,235
Others 20,045 14,377
76,766 97,012
Total 78,763 98,616

The currency denomination of other accounts payable as at 31 December was as follows:

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

2016 2015
(in thousand Baht)
Thai Baht (THB) 75,718 96,802
United States Dollars (USD) 2,048 1,814
Euro (EUR) 997 -

Total 78,763 98,616
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17 Employee benefit obligations

Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)

Statement of financial position obligations for:

Post-employment benefits 65,773 59,498
Other long-term employee benefits 19,601 18,885
Total 85,374 78,383
Year ended 31 December

Statement of comprehensive income:
Recognised in profit or loss:

Post-employment benefits 6,471 6,249
Other long-term employee benefits 2,190 2,109
Total 8,661 8,358

Post-employment benefits
The Company operate a defined benefit pension plan 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 defined benefit plans expose the Company to actuarial risks, such as longevity risk, interest rate
risk and market (investment) risk.

The statement of financial position obligation was determined as follows:

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

2016 2015
(in thousand Baht)
Present value of unfunded obligations 65,773 59,498

Statement of financial position obligation 65,773 59,498
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Movement in the present value of the defined benefit obligations.

Financial statements in

which the equity
method is applied/
Separate financial statements
Note 2016 2015

(in thousand Baht)
Defined benefit obligations at 1 January 59,498 57,029
Include in profit or loss: 24
Current service cost 4,402 4,253
Interest on obligation 2,069 1,996

6,471 6,249
Other
Benefit paid (196) (3,780)

(196) (3,780)

Defined benefit obligations at 31 December 65,773 59,498

Other long-term employee benefits

The statement of financial position obligation was determined as follows:

Financial statements in
which the equity
method is applied/
Separate financial statements
2016 2015

(in thousand Baht)
Present value of unfunded obligations 19,601 18,885
Statement of financial position obligation 19,601 18,885

Movement in the present value of the defined benefit obligations.

Financial statements in

which the equity
method is applied/
Separate financial statements
Note 2016 2015
(in thousand Baht)
Defined benefit obligations at 1 January 18,885 18,709
Include in profit or loss: 24
Current service cost 1,535 1,484
Interest on obligation 655 625
2,190 2,109
Other
Benefit paid (1,474) (1,933)
(1,474) (1,933)

Defined benefit obligations at 31 December 19,601 18,885
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Actuarial assumptions

The following were the principal actuarial assumptions at the reporting date (expressed as weighted
averages).

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

2016 2015

(%)
Discount rate 3.50 3.50
Future salary growth 5.00 5.00
Gold price inflation rate 3.00 3.00

Sensitivity analysis
Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding
other assumptions constant, would have affected the defined benefit obligation by the amounts shown

below.

Post-employment benefits

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

(in thousand Baht)

Defined benefit obligation at 31 December 2016 Increase Decrease
Discount rate (0.5% movement) (4,842) 3,419
Future salary growth (1% movement) 9,537 (8,259)
Defined benefit obligation at 31 December 2015 Increase Decrease
Discount rate (0.5% movement) (4,778) 3,360
Future salary growth (1% movement) 8,559 (7,425)

Although the analysis does not take account of the full distribution of cash flows expected under the
plan, it does provide an approximation of the sensitivity of the assumptions shown.
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18 Share capital

Par value 2016 2015
per share Number Amount Number Amount
(in Baht) (thousand shares / thousand Baht)
Authorised
At 1 January
- ordinary shares 1 7,795,709 7,795,709 7,795,709 7,795,709
At 31 December
- ordinary shares 1 7,795,709 7,795,709 7,795,709 7,795,709
Issued and paid-up
At 1 January
- ordinary shares 1 7,795,709 7,795,709 7,795,709 7,795,709
At 31 December
- ordinary shares 1 7,795,709 7,795,709 7,795,709 7,795,709
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.

19 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 changes 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.
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20 Segment information

Management considers that the Company operates in a single line of business, namely the stainless
steel in both local and export markets, and has, therefore, only one major business segment.

Geographical information
The Company has revenue from many geographical location. The manufacture of stainless steel and
sales offices are managed in Thailand. In presenting geographical information, revenue is based on

the geographical location of the customer. There are no material assets located in other countries.

Information about revenue and profit or loss by geographical information for the year ended 31
December 2016 and 2015 are the following;

Financial statements in

which the equity Separate
method is applied financial statements
2016 2015 2016 2015

(in thousand Baht)
Revenue by geographical

location
Local 10,021,201 8,185,336 10,021,201 8,185,336
Export 3,688,671 3,520,058 3,688,671 3,520,058
Total 13,709,872 11,705,394 13,709,872 11,705,394

Profit (loss) before income tax
expense by geographical

location
Local 720,338 393,417 720,338 393,417
Export (174,697) (300,580) (174,697) (300,580)
Total 545,641 92,837 545,641 92,837
Unallocated revenues 36,666 28,690 36,666 28,690
Unallocated expenses (191) (10,519) (191) (10,519)
Share of profit of investment in

an associate 7,041 8,749 - -
Profit before income tax

expense 589,157 119,757 582,116 111,008

The Company had loss from segment of export for the year ended 31 December 2016 and 2015 due to
competitive pricing in the international market. For some product, the Company has to sell lower than
the cost due to very competitive market conditions.
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Other income

197

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

Interest income

Gain on disposal of current investments

Gain on disposal of property, plant and equipment
Fair value gain on trading securities

Others

Total

Selling expenses

2016 2015

(in thousand Baht)
13,417 12,949
12,445 3,785
747 2,010

745 -
9,312 9,946
36,666 28,690

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

Transportation expenses
Commission expenses
Travelling expenses
Entertainment expenses
Others

Total

Administrative expenses

2016 2015
(in thousand Baht)
159,027 149,334
11,252 10,908
9,450 9,335
7,888 6,974
6,709 10,806
194,326 187,357

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

Employee benefits expenses
Service fee

Repair expense

Depreciation and amortisation
Donations

Rental expenses

Others

Total

2016 2015
(in thousand Baht)

214,667 216,942
33,603 31,930
17,702 18,211
14,305 14,759
11,285 11,608
10,741 10,423
11,502 19,726

313,805 323,599
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Employee benefit expenses

Financial statements in

which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Wages salaries and bonus 397,479 391,491
Welfare 75,956 72,562
Pension costs - defined benefit plans 6,471 6,249
Other long-term employee benefits 2,190 2,109
Others 7,488 4,450
Total 489,584 476,861

Defined contribution plans

Details of defined benefit plans are given in note 17

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 8% of their basic salaries and by the Company at rates ranging
from 4% 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.

Expense 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
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)

Included in cost of sales of goods and rendering of services:

Changes in inventories of finished goods and work in progress 322,653 397,917
Raw materials and consumables used 11,594,840 9,506,873
Depreciation and amortisation 363,333 359,237
Employee benefit expenses 274,917 259,919
Included in selling expenses:

Transportation expenses 159,027 149,334
Commission expenses 11,252 10,908

Included in administrative expenses:
Employee benefit expenses 214,667 216,942
Depreciation and amortisation 14,305 14,759
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Income tax expense

Income tax recognised in profit or loss

Financial statements in

which the equity
method is applied/

Separate financial statements

Note 2016 2015
(in thousand Baht)
Current tax expense
Current year - -
Deferred tax expense
Movements in temporary differences 14 187 (112)
Total income tax expense (benefit) 187 (112)

Income tax recognised in other comprehensive income

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

2016 2015
Tax Tax
Before (expense) Net of Before (expense) Net of
tax benefit tax tax benefit tax
(in thousand Baht)
Available-for-sale
financial assets (936) 187 (749) 558 (112) 446
Total (936) 187 (749) 558 (112) 446
Reconciliation of effective tax rate
Financial statements in which the equity
method is applied
2016 2015
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)
Profit before income tax expense 589,157 119,758
Income tax using the Thai corporation
tax rate 20 117,831 20 23,951
Associates’ results net of tax (1,408) (1,750)
Income not subject to tax (673) (251)
Expenses not deductible for tax purposes 1,562 5,326
Recognition of previously unrecognised
tax losses (117,125) (27,372)
Temporary difference for which no deferred
tax asset was recognised - (16)
Total 0.03 187 (0.09) (112)
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Separate financial statements

2016 2015
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)
Profit before income tax expense 582,116 111,008
Income tax using the Thai corporation
tax rate 20 116,423 20 22,201
Income not subject to tax (673) (251)
Expenses not deductible for tax purposes 1,562 5,326
Recognition of previously unrecognised
tax losses (117,125) (27,372)
Temporary difference for which no deferred
tax asset was recognised - (16)
Total 0.03 187 (0.10) (112)

Income tax reduction

Revenue Code Amendment Act No. 42 B.E. 2559 dated 3 March 2016 grants a reduction of the

corporate income tax rate to 20% of net taxable profit for accounting periods which begin on or after
1 January 2016.

27 Basic earnings per share
The calculations of basic earnings per share for the years ended 31 December 2016 and 2015 were

based on the profit 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
2016 2015 2016 2015

(in thousand Baht / thousand shares)
Profit attributable to ordinary
shareholders of the Company (basic) 588,970 119,869 581,929 111,120

Number of ordinary shares outstanding 7,795,709 7,795,709 7,795,709 7,795,709

Earnings per share (basic) (in Baht) 0.08 0.02 0.07 0.01

28 Dividend

At the annual general meeting of the shareholders of the Company held on 21 April 2016, the
shareholders approved the appropriation of dividend for the year ended 31 December 2015 of Baht
0.0135 per share, amounting to Baht 105.24 million. The dividend was paid to shareholders during
May 2016.
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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 risk management process to
ensure that an appropriate balance between risk and control is achieved.

Capital management

The Board of Directors’ policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The Board monitors the
return on capital, which the Company defines as result from operating activities divided by total
shareholders’ equity, excluding non-controlling interests and also monitors the level of dividends to
ordinary shareholders.

Foreign currency risk

The Company is exposed to foreign currency risk relating to purchases and sales which are
denominated in foreign currencies.

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
method is applied/
Separate financial statements
Note 2016 2015

(in thousand Baht)

United States Dollars

Cash and cash equivalents 5 804,372 995,585
Trade accounts receivable 7 221,206 429,203
Other accounts receivable 9 42,685 21,631
Trade accounts payable 15 (583,962) (213,523)
Other payables 16 (2,048) (1,814)
Gross balance sheet exposure 482,253 1,231,082
Estimated forecast sales 132,214 335,622
Estimated forecast purchases (62,583) (46,587)
Gross exposure 551,884 1,520,117
Euro

Trade accounts payable 15 (2,811) (3,445)
Other accounts payable 16 997)

Gross balance sheet exposure (3,808) (3,445)
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Financial statements in

which the equity
method is applied/
Separate financial statements
Note 2016 2015
(in thousand Baht)
Estimated forecast purchases (19,379) (66,573)
Gross exposure (23,187) (70,018)
Great British Pound (GBP)
Trade accounts payable 15 &) -
Gross balance sheet exposure ) -
Estimated forecast purchases (8,406) -
Gross exposure (8,415) -

Carrying amount and fair values

The following table shows the carrying amounts and fair values of financial assets and financial
liabilities, including their levels in the fair value hierarchy for financial instruments measured at fair
value. It does not include fair value information for financial assets and financial liabilities not
measured at fair value if the carrying amount is a reasonable approximation of fair value.

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

Carrying
amount Fair value
Level 1 Level 2 Level 3 Total
(in thousand Baht)
31 December 2016
Financial assets/Financial
liabilities measured at fair value
Investment in mutual fund
- held for trading 411,745 - 411,745 - 411,745
Debt securities - available for sale 368,302 - 368,302 - 368,302
31 December 2015
Financial assets/Financial
liabilities measured at fair value
Investment in mutual fund
- available for sale 260,264 - 260,264 - 260,264
Debt securities - available for sale 221,184 - 221,184 - 221,184

Fair value hierarchy

The table above analyses recurring fair value measurements for financial assets. These fair value
measurements are categorised into different levels in the fair value hierarchy based on the inputs to
valuation techniques used. The different levels are defined as follows:

e Levell: quoted prices (unadjusted) in active markets for identical assets or liabilities that
the Company can access at the measurement date.
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e Level2: inputs other than quoted prices included in Level 1 that are observable for the asset

or liability, either directly or indirectly.

e Level3: inputs for the asset or liability that are not based on observable market data.

The Company determines Level 2 fair values for equity and debt securities using total net assets value
of the Company’s portfolio, which is in the monthly report from asset management companies.

The Company determines Level 2 fair value for investments in mutual fund of marketable securities
uses the market value as of the reporting date as the fair value of securities.

The Company’s short-term deposits at financial institutions are bearing interest at rates close to
current market rate. The management believes that fair values of such assets and liabilities as at
31 December 2016 and 2015 are not materially different from their carrying amounts.

The Company has not disclosed the fair values for financial instruments such as trade and other
accounts receivable, and trade and other accounts payable, because the carrying values approximate
their fair value due to the relatively short-term maturity of these financial instruments.

Commitments with non-related parties

Financial statements in

which the equity
method is applied/
Separate financial statements
2016 2015
(in thousand Baht)
Capital commitments
Contracted but not provided for:
Plant and equipment 44,888 80,822
Future minimum lease payments under non-cancellable
operating leases commitment
Within one year 17,556 14,251
After one year but within five years 5,238 1,269
Total 22,794 15,520
Other commitments
Unnegotiated letters of credits for goods and supplies 214,144 31,647
Purchase orders for goods and supplies 1,497,369 1,037,780
Bank guarantees 1,680 1,680
Total 1,713,193 1,071,107

As at 31 December 2016, the Company had lease agreements with non-related parties covering
building premises including facilities and vehicles for periods of 1 to 4 years which will expire in

2017 to 2020.
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Contingent liabilities
As at 31 December 2016 and 2015, the Company has lawsuits as follows:

In 2015, another company sued the Company. The suit claimed that the Company sold its land and
other non-core assets to that Company in 2011 for a price not in line with a resolution of the
Company’s extraordinary shareholders’ meeting no.1/2011. The Company is being asked to pay back
over approximately Baht 89.7 million with interest of approximately Baht 22.9 million and on 25
August 2016, the Civil court judged to dismiss the case. Later, on 22 December 2016, the Plaintiff
filled an appeal to the Appeal Court against the judgment of the Civil court. Presently, this case is
pending in the Appeal Court. The Company believes that it will be successfully able to defend the
claim and accordingly the Company did not record any provision for this liability in its financial
statements.

In 2012, the Company was sued by its employees regarding the employment termination in the
amount of approximately Baht 4.7 million. The cases are being reviewed by the Supreme Court and
waiting for judgment. Based on legal advice, the Company believes that it will be successfully able to
defend the claim and accordingly the Company did not record any provision for this liability in its
financial statements.

Event after the reporting period

At the board of directors meeting of the Company held on 17 February 2017, the board of directors
approved to propose the appropriation of dividend for the year ended 31 December 2016 of Baht
0.0495 per share, amounting to Baht 385.89 million to the annual general meeting of the shareholders
which will be held in April 2017.

Thai Financial Reporting Standards (TFRS) not yet adopted

A number of new and revised TFRS have been issued but are not yet effective and have not been
applied in preparing these financial statements. Those new and revised TFRS that may be relevant to
the Company’s operations, which become effective for annual financial periods beginning on or after
1 January 2017, are set out below. The Company does not plan to adopt these TFRS early.

TFRS Topic
TAS 1 (revised 2016) Presentation of Financial Statements
TAS 2 (revised 2016) Inventories
TAS 7 (revised 2016) Statement of Cash Flows
TAS 8 (revised 2016) Accounting Policies, Changes in Accounting Estimates and Errors

TAS 10 (revised 2016) Events after the Reporting Period

TAS 12 (revised 2016) Income Taxes

TAS 16 (revised 2016) Property, Plant and Equipment

TAS 17 (revised 2016) Leases

TAS 18 (revised 2016) Revenue

TAS 19 (revised 2016) Employee Benefits

TAS 21 (revised 2016) The Effects of Changes in Foreign Exchange Rates
TAS 24 (revised 2016) Related Party Disclosures

TAS 26 (revised 2016) Accounting and Reporting by Retirement Benefit Plans
TAS 27 (revised 2016) Separate Financial Statements

TAS 28 (revised 2016) Investments in Associates and Joint Ventures

TAS 33 (revised 2016) Earnings per Share

TAS 34 (revised 2016) Interim Financial Reporting
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TFRS

TAS 36 (revised 2016)
TAS 37 (revised 2016)
TAS 38 (revised 2016)
TAS 40 (revised 2016)
TAS 104 (revised 2016)
TAS 105 (revised 2016)
TAS 107 (revised 2016)
TFRS 3 (revised 2016)
TFRS 8 (revised 2016)
TFRS 10 (revised 2016)
TERS 11 (revised 2016)
TFRS 12 (revised 2016)
TFRS 13 (revised 2016)
TSIC 15 (revised 2016)
TSIC 25 (revised 2016)
TSIC 27 (revised 2016)

TSIC 31 (revised 2016)
TSIC 32 (revised 2016)
TFRIC 1 (revised 2016)

TFRIC 4 (revised 2016)
TFRIC 5 (revised 2016)

TFRIC 10 (revised 2016)
TFRIC 13 (revised 2016)
TFRIC 14 (revised 2016)

TFRIC 17 (revised 2016)
TFRIC 18 (revised 2016)
FAP Announcement

no. 5/2559
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Topic

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets

Intangible Assets

Investment Property

Troubled Debt Restructuring

Accounting for Investments in Debt and Equity Securities

Financial Instruments: Disclosure and Presentation

Business Combinations

Operating Segments

Consolidated Financial Statements

Joint Arrangements

Disclosure of Interests in Other Entities

Fair Value Measurement

Operating Leases - Incentives

Income Taxes - Changes in the Tax Status of an Entity or its Shareholders
Evaluating the Substance of Transactions Involving the Legal Form of a
Lease

Revenue - Barter Transactions Involving Advertising Services
Intangible Assets - Web Site Costs

Changes in Existing Decommissioning, Restoration and Similar
Liabilities

Determining whether an Arrangement contains a Lease

Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds

Interim Financial Reporting and Impairment

Customer Loyalty Programmes

TAS 19 (revised 2016) Employee Benefits - The Limit on a Defined
Benefit Asset, Minimum Funding Requirements and their Interaction
Distributions of Non-cash Assets to Owners

Transfers of Assets from Customers

Accounting guidance for derecognition of financial assets and financial
liabilities
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34 Reclassification of accounts

Certain accounts in the 2015 financial statements have been reclassified to conform to the
presentation in the 2016 financial statements.

2015
Financial statements in which the equity
method is applied/ Separate financial statement
Before After
reclass Reclass reclass
(in thousand Baht)

Statement of financial position

Trade and other receivables, net 1,992,663 (1,992,663) -
Trade accounts receivable - 1,948,793 1,948,793
Other accounts receivable - 43,870 43,870
Inventories 3,014,954 67,907 3,082,861
Current investments 561,448 (50,000) 511,448
Other long-term investments 60 50,000 50,060
Property, plant and equipment 4,086,684 (77,536) 4,009,148
Other non-current assets 11,000 9,629 20,629
Trade and other payables 2,398,746 (2,398,746) -
Trade accounts payable - 2,300,130 2,300,130
Other accounts payable - 98,616 98,616
Statement of comprehensive income

Other income 112,056 (83,366) 28,690
Net foreign exchange gain - 83,366 83,366

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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