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POSCO - THAINOX
GOOD TO THE GREAT

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.”

VISION

To become the most trustful stainless steel company.

COREWALUES

Effective Communication Continuous Innovation Ethical Management
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MESSAGE FROM CHAIRMAN OF THE BOARD / PRESIDENT

d1s91NUsS:S1UANIINSSUNIS / NSSUNIsEigusenisinn

With the cooperation of all
division and our plan, we
hope that Posco-Thainox
will be widely accepted
and we believe that we

will succeed as expected.

U19gA8DdI I91 4
Mr. Kyung Hwa Song
Chairman of the Board / President
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Dear our valued shareholders,

The year 2017 is a meaningful year, although we have
faced difficult times such as the machines have been in
operation for more than 20 years. However, with the ability and
expertise of Production department, the company achieves the
goal with 217,000 tons of annual amount of production. Due to
the marketing department has developed the sales policy by
incorporated with Thainox and partnerships, the company achieve
the goal with 224,000 tons of annual circulation. Moreover, the
management support has reduced cost of materials over than
$ 2 million and sold accounts receivable to get cash faster.
Furthermore, we moved the office in Bangkok to facilitate our
employee and for more work safety. Due to the significant
changes in the organizational structure, | believe that we can
leap forward in 2018.

For management situation in 2018, we have forecasted
that we will be challenged by market competition. First, we might
face with low-priced products from Malaysia, China and Taiwan.
Second, we might face with high quality products from Japan.
Third, we might face with long-lasting machines, increasing raw
material cost and wages. These are the examples of the problems
that we mightface. This year, the company has the goal to achieve
with more than 220,000 tons of amount of production, more than
230,000 tons of circulation and more than $ 14 million of operating
profits. So, the company will focus on 4 keys as follows:

1. Strengthen cooperation between the department and
increase productivity
By using the variety of TFT (Task Force Team) for
systematic work and on the same target.

2. Strengthen the marketing
The marketing department must think outside the box
and always find the new way for solving the problem.

3. Maintain a stable working to increase productivity in
cost competitiveness and optimize the machine
To restore the long-lasting machines, use the new
machine for solving the bottleneck problem in the production of
SPM and focus on creating a conscious mind.

4. To improve waste management and reduce the
business cost
To get more idea and find the method to increase
incentive

With the cooperation of all division and our plan, we hope
that Posco-Thainox will be widely accepted and we believe that
we will succeed as expected.

Lastly, we 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. We look forward to the continued support of all concerned
parties in the future. We would like to take this opportunity to
wish you all a happy and healthy year-round and forever.



s1evuUs=9U 2560

usEn wala-Tnaliond A (UKBU)

MESSAGE FROM ASSISTANT HONORARY CHAIRMAN & DIRECTOR

a41891Ns9YUS:SWUNMAUANR 1a:NSSUNIS

In"2017, Posco-Thainox
continues to generate
profit and pay dividends
for the 3™ consecutive
year, which.a good thing
for shareholders and a
investor as well.

(et

ug10ause UNINAAS
Mr. Chalermchai Mahagitsiri

Assistant Honorary Chairman &
Director
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Dear Shareholders,

In 2017, The Thai economy improved. It expanded by
3.9 percent, supported by the improvement of the total
income base in the economy. And stimulus spending by
the government. Both inflation and interest rates remain
low. And the export sector grew well in line with the global

economic recovery.

In 2017 has marked another important step of the POSCO-
THAINOX Public Company Limited, under supervision of
management team from POSCO. | am an assistant honorary
Chairman. The Company's performance in the past year has
been acknowledged. See that the company is still doing well
and continues to generate profits and pay dividends for the
3" consecutive year, which is a good thing for shareholders

and all investors as well.

For the year 2018, although the company may challenged by
unstable economics and over supply from foreign producers
that aim to Thai market. But with premium grade products
and services of the Company, as well as the willingness in
management of the management team and the employees. |
truly believe that the company will be able to overcome many
obstacles. We would like to encourage all our management
and employees to work successfully and create a sustainable

return to shareholders.
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HONORARY CHAIRMAN

Us:=sUfnAUANR

uneUs:gns UKNIAS
Mr. Prayudh Mahagitsiri

Js:sunmAuAna
Honorary Chairman
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BOARD OF DIRECTORS

ANUZNSSUNISUSEN

Uu1gnyoy 991 6y

Mr. Kyung Hwa Song
Us=sunnuNssUNIs/

u18gggod N AU
Mr. Hyung Mok Kim

U193 AU dn
Mr. Lee Keun Hak

nssUNIS nssUNIS
nssuN1sgaudensined Director Director
Chairman of the Board/President . .
019 52U 019 52U
919 56 U
ANUYAINNNISANYY ANUYMINNNISANYY ANUYAINNISANYY

Master of Science, Information Technology,

Pohang University of Science and

Technology

dndounisiioruluusien

lad-

ADAUWUSNIASOUASIS:NIWLUSHS

lad-

Us:zaunisniniiu

POSCO-THAINOX PCL.

2558-1aatiu  Usz51UAMENTINANY/
nssuMagonmenslyig
1J35257% Thai Stainless Steel
Development Association
(TSSDA)

POSCO

2557-2558  Stainless Steel Marketing

Division, Stainless

Energy and Building

Material Sales Department

Manager,POSCO (Korea)

2553-2557 Vice President of

Zhangjiagang Pohang

Stainless Steel

(POSCO ZPSS)

2532-2553 Stainless Steel Sales

Department Manager,

POSCO (Korea)

Bachelor Degree in Japanese Major,
Faculty of Art, Korea University
andounnsiiouluusin

Sladfi-
A2WAUWUSNIIASOUASIS:NINGUSHS
Sladfi-

Us:=aunasninuiu

POSCO-THAINOX PCL.

2559-1aatin AITNNT

2557-1a31iu Honnensdhaminaie

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

Bachelor degree in Economics, Hanyang
University, Seoul, Korea
andounsiiouluusen

Sladfi-
A2WAUWUSNIIASOUASIS:MINGUSHS
Sladfi-

Us:=aunisnirnuiu

POSCO-THAINOX PCL.
2560-1Jaatiu  Director

POSCO
2560-1Jaatiu  Group Leader of Overseas
Business management

Group
2558 Group Leader of Business
Assessment
POSCO-INDIA
2554-2558 Director
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u19NOW g AU
Mr. Kwang Soo Kim

U1g10auB8Y UKINIAS
Mr. Chalermchai Mahagitsiri

u193lsA13 93U
Mr. Hirokazu Ajima

NssuUNS s0UUs=SUNMAUANA/NSSUNIS NSsSUN1S
Director Assistant Honorary Chairman Director
. & Director .
019 58U 01950U
919 39U
ANUYAINNISANYY ANUYFINWNSANYN ANUQFINWNSANYN

Executive course, Manchester

Business School

Bachelor of Science in Metallurgical
Engineering, Chonbuk National University
andounnsiiouluusien

el
A2AUWUSNIIASOUASIS:HINLUSHS
e

Us:zaunisninieu

POSCO-THAINOX PCL.
2559-aatiu  NIINNe

POSCO

2558-1faatiu  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

iﬁzyﬁyﬂ‘w Finance, Boston University,
UszinaarigaLasni
dndounnsiiouluustn

10.13%

AOUAUWUSNASOUASIS:HINLUSHS
ATVDIUIZHIUNARNANA

Jszaunisniriuiu
19251UNIINNTT
2548-1131fi van. Wi n3ul

329U9E5IUNTINNT
2553-2554  uHa. Wnefland aiauLAaE
2555-1aqtiu wna. gilaluile imeflauma

n33UNT
2561 yan. mossu
2555-1fagtiu  una. Insimulneg LayLiJuﬁﬁ?iﬁ
2555-1faqtfu una. ladenla laaded #ild
waaiif
2555-1aqiiu  una. waiiua un3lngd
2555-113317%  Petrolift Inc. .
2554-1aqiiu  una. lneWan udan3
2554-1fqtiu una. Inala-lnetiaad
2552-2553  uHa. Wefiand aIAULAE
2547-aqtiu una. lneeatiled Budans
2545-17aqtiu yan. ﬁ.lﬁuﬂa%ﬂ
2541-1a3iu  UANn. LaaRAfUNIANY
2541-1131fi UAN. LAAALAUR
2541-aatiu - Uan. ATaARA

Bachelor of Business Administration, Meiji
University, Japan

dndounnsiiouluusin

REHE
AOWAUWUSNASOUASIS:HINGUSHIS
RHE

Jszaunasnirinu

POSCO-THAINOX PCL.
2555-11a31fu  Director

NSSC, Japan

2560—‘13’%3‘13’% Manager of Corporate
Planning

2554-2560 Senior Manager of

Corporate Planning

Seymour Tubing
2547-2554 General Manager of Sales,
Marketing and Purchasing,

Seymour Tubing, Inc.

Sumitomo Pipe & Tube
2543-2547 Export Manager, Sumitomo
Pipe & Tube Co., Ltd.

Thai Steel Pipe
2539-2543 General Manager of
Marketing & Sales, Thai

Steel Pipe Industry Co., Ltd.
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ulgIuu 19 a
Mr. Man Jae Lee

Us:81UNSSUN1SASI9e0U/NSSUNNSDES:
Chairman of the Audit Committee /
Independent Director

919 66 U

ulguwWRa &as:01a
Mr. Noppadon Sarawasi

NSSUNISASIVAOU/NSSIUNISDAS:
Audit Committee /
Independent Director

019 64U

ungadAna auuauidu
Mr. Songsak Limbanyen

NSSUNISASIVdOU/NSSIUNISDAS:
Audit Committee /
Independent Director

91y 66U

ACUYAINNNISANYY

BA. Economics, Yonsei University,

South Korea

dndounnsiiouluusen

Slaifl-
ADUAUWUSNIIASOUASIS:NIWLUSHS
Slaifl-

Us:zaunisninivau

POSCO-THAINOX PCL.
2557-a3tiu  Usz51unIIumInsIagay /

NIINNIDEIT

-

19

i NITNNNSHAANS,
MExcellent

Corporation Co., Ltd.
2555 Usesu
gnmvansinlneg-1nna

ATUQAINNNISANYN

Fateaniioanio (Wangaans)
UAINGNRELNBATANEAT

MA.Economics, Middle Tennessee State
University, United State of America
andounnsiiouluusien

Slaigd-
ADWAUWUSNIASOUASIS:NIWWUSHS
Slaigd-

Us=aunisniruiu

POSCO-THAINOX PCL.
2558-17a31f1  NITNNNINTIATDL/

NITNNITDNIY
dug
2555-2556  304UannIznTaenw i
05522555  fiudnwmasndind
N3ENTINRE
2550-2552 39905 UANINIATAINTAN

TN TUN

ACUYAINNNSANYN

- B.Sc.(M.E), Prince of Songkhla University

- The Graduate Diploma in Mechanical
Engineer, Chulalongkorn University

andounnsiioruluustn

Slad-

ADUAUWUSNIIASOUASIS:MINGUSHS

Slad-

Uszaunisniniaeu

POSCO-THAINOX PCL.
2560-Ja3u  NIINMIATIAEDU /

NIINNITDATY
4
aug
2553 TDILAVIDNITAMENITNAT
S9LEINMTRINY
Fh. LATHAANIRING
Tudredszine RAu, dude
v
LR L)
2552 HonnensTeauge
fINUINNTNNTAINY 2
2552 Howmens
éﬁﬁfﬂu‘%mﬁmiamu 2
2551 Honwens
finAanndadanamu
2547 Howens

ﬂamﬁzmumﬁamu
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FINANCIAL HIGHLIGHTS

voyadiArynunIsiiu
WL AIULIN
2560 2559 2558
Teldanmsune 15,475 13,710 11,705
elesin 15,514 13,747 11,734
flsdudn 1,025 1,043 520
Anls (1109U) NNMIALURIIUNG 486 535 9
mls (nenu) and 312 582 111
Funswdsan 12,930 11,850 11,151
WHauTIN 3,866 2,702 2,479
dusp9dfaviu 9,064 9,148 8,672
AATIEIUNTINITIN
ﬁvawiaﬁu%y’uﬁuugm (L) 0.0400 0.0746 0.0143
e lsanmamdiwnulnddasgldainnsue (%) 3.1% 3.9% 0.1%
danilsgnidansling (%) 2.0% 4.2% 0.9%
SnTINARRULIUGRE YR T A (%) 3.4% 6.4% 1.3%
TATNARDULNUADAUNTNETIN (%) 2.4% 4.9% 1.0%

Wutfunasariu (L) 0.0266 0.0495 0.0135
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Stainless Steel Consumption Forecast (Cold Roll)

Quarter Consumption
2016 Q1 5,007 455
Q2 6,429 367
Q3 6,330,789
Q4 §,774,661
2017 1 6,907,202
Q2 6,227,399
Q3 6,744,510
Q4 7.073,440
2018 Q1 6,763,103
Q2 6,473,643
Q3 65,988,253
Q4 7,437,238
2018 Total 27,662,239

Source: International Stainless Steel Forum (ISSF)
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agenaLiagluil 2016-2018 (2559-2561) A1HA1T

Stainless Steel Consumption Forecast(Cold Roll)
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Quality

-Quality, Corresponding Claims

Cost
Provide competifive price by
reducing the processing cost
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Management
= Solution Marketing

Development
- New Grades Development

Delivery
- Customer Delivery Compliance
- JIT Defivery

“Convergence between Market and Technology”
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NATURE OF BUSINESS
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dalmulaasniguus:INNIWoSsAN
(Cold-Rolled Ferritic Stainless Steel)
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NMINARTUFINLITZNBUTOEUAANNY 817 31990 TwEey
WNTATSAE AINLA LAZALAUAFINESHAN 1NA 4091, 439,
444, 4361, 436J waz 430J1L winnzdmsuszuunalada

ABIMIANHATUNIUANNTDULAZNNTAANIDUGY

MOTORCYCLE

FERMENTATION AND
STORAGE TANK

FERMENTATION AND
STORAGE TANK

Grade 444, Nucleo Inox,
Brazil Sander Inox has
successfully produced such
tanks for 7 years.

Grade 444, Muclzo Inox, Brazil

MOTORCYCLE EXHAUST

MOTORCYCLE EXHAUST

Grade 1.4509/441, Centro lnox,
Italy. The new Vespa ET2
is equipped with a fernitic
catalytic silenger.

Grade 1.4512/409L,
YUSCO, Tawan, China

MOTORCYCLE EXHAUST MOTORCYCLE EXHAUST

Grade 40%L

Grade 4091, Acesita, Brazil

DISC BRAKE ROTOR VARIOUS

Grade SUSATOSMA,
J554; Japan

Grade £20 brake dics, 1.4113
decoratwe trim, Italy
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WsHInsPaiuazinasians Sea.nuLaaaaaaianinge 304
wae 304J1 wavaLmmasinassanInTe 430,441, POSRET,
430M2, POS430RE waz 430J1L 7ie@3198550911smanil

i erdianlfouluaid ariedanledn aeniumed  ldedishifinduga
KITCHENWARE REFRIGERATORS
LIQUID DISPENSER ELECTRIC KETTLE PASTA COOKING POT FRIDGE & FREEZER
~ = S| b
o
-
r_ L
2 o & | A
Grade 430 Grade 430, Groupe SEB Single layer SUSA30J1L Grade 430 panet
[induction heatingl,
J554, lapan
SINKS WASHING MACHINES
FRIDGE & FREEZER DOMESTIC KITCHEN SINK
-~
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mﬁuuﬁal%mi@uazﬁmﬁaawmi nugaannfouldge laiy  POSRE1, POS430RE waz 445NF (udiu
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GAS CODKER VARIOUS MICROWAVE OVEN GAS COOKING TOP
[ i 5

X, o
KOSA, 5. Korea TKMN, GErmany Grade SUS43011, J55A, Japan 15504, Thailand

COOKWARE AND POTS

BARBECUE BARBECUE WOoK INDUCTION COOKWARE

N

Grade 1.4014/430, windscreen Grade 1.4014/430 Groups SEB (Tefall
and brazier, Ompagrill barbecue, USA
and Centro Inox, Italy
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ALAULAFUDIUSENYTLANIZANADNNTIEUUTZANT Tawn

ALOULARDORLAUANLNTA 304, 304L LAy 316 LAsHLAULaE

WBSSANLNTA 439, 441 was 436L

COMMERCIAL FOOD EQUIPMENT

BAKERY OVEN

Grade 430, Macadams Baking
Systems [PTY] Ltd, 5. Africa

GAS COOKING EQUIPMENT
- N

Grade £30, Lincat, UK

COFFEE SERVER

Grade SUS43011, JE5A, Japan

HEATED MERCHANDISER

Grade 430, Lincat, UK

CONYEYOR TOASTER

MICROWAVE OVEN

BURNER RANGE

Grade 430, Lincat, UK

==

Grade 430 [interior and
exterior), JS54, Japan

REFRIGERATOR

Grade £30 [gas hobl,
POSCE, 5:'Korea

Resin-coated SUS430J1L
panel, 1554, Japan
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LULNTZAN LRBMSHAANSUNALNUANLEIaNfAnduas
aANaNzARFIAaN Wufy Fufaauasuns3Eny
Lﬁ@g@&ﬂ%ﬂiiuL%dwﬁ 1qun swulagoadeianinin 316,
316L, 321, 304J1

WINDBREAKER FENCE

PLATFORM SCREEN DOOR

POWER GEMNERATION

ELECTRIFICATION MASTS

v

Grade SUS445J2, JS5A, Japan

Grade 1.4510/439, hair-line
finish, KOSA, 5. Korea

Grade 1.£003 tfirst major

application in 1982, along

seashore — 10m from surf,
no corrosienl, 5. Africa

Grade 1.4003/ £10, X-grid
cooling fower packing,
5. Africa

CLADDING

BUILDING FACADE CLADDING BUILDING FACADE CLADDING

Grade SUSLAEMZ,
low-refiectivity matt finish;,
ASSDA, Australia

Grade 1.4521/444 brushed
na. & thorizontal panels],
Vivo Building, Ria de
fanewro, Nucleo Inox, Brazil
|coastal environment]

BUILDING FACADE CLADDING BUILDING FACADE CLADDING

A )

Grade SUS&4542, Grade 1 452&/436, Ugine
Future Science Museum, & Alz Steel Service Centre,
1554, Japan Arcelor Mittal Stainless,

Katowice, Paland
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LIFTS

Tanuszaeanmslon awnnaseeaini@ningn 301,304 uaz
316L hasa@AMaaNaIIANLINTA 441, 445NF waz 436L vinls
annAna RIIATsEnUtnuasImInTduannaTelauas
Lﬁ‘juﬁﬁﬂwdwaaﬁﬁ%ﬁmﬁw

ROOFING

ESCALATOR STEPS LIFT PANELS

MEDIADOME ROOF

SCHOOL ROOQF

Grade SUSA20LX
11:4014/430), Japan

Grade 1.4510/43%

Grade SUS4A512, Kitakyushu
Mediadome {Fukuoka
Pref.l1978, Japan

Grade £30Ti [standing
seam techniguel, Ugine
& Alz, Ausiria

GYMNASIUM ROOF CANOPY

CHALET ROOF AIRPORT ROOF

Grade &45, KOSA, 5. Korea Grade 444, KOSA,

Seoul, 5. Korea.

Grade 1.4510/430T1 lstanding-
seam technigue), Ugine & Alz,
Germany.

Grade SUSE4T11, Kansai

Airport terminal building

|architect Renzo Pranal,
JS54, Osaka, lapan
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BUREAU VERITAS

ISO 14001 : 2004
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Certification

OHSAS 18001 : 2007
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{'\ 150/ IEC 17025 : 2005
b [

ISO/IEC 17025 : 2005
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& & 1

NNTTIUHAANTIT @A MNTTN T3

PED 97/23 EC

PED

NaIIUANNYReATRE T UgUNIANULTIAY

WO/W2/W10 NIAIFIUANNYAIAABLALITUUNTANUUTIAY
AD2000 "
NHINTH0
R O H S RoHS damuuannutasaiaeiumsmanasneUtow
R E Ac H REACH JamruaanNUaaanasiunsldasedlunsnaa

N1S9A9IKUNY

U3y wanLazdndmhaaaasEawnIneneg luguiuy
% uku wazuAuway  lesdmsamsheaauasasaliu
m:mﬂagjﬁy’ﬂum:mmm:@hqm:mﬁ Tugruvasnanali
Ussnein 1iasannu3emy dufranainwasiabuies
edienlutsznalneyilisgne fennldwdsannnsi
srnsnsanauinnlFademaEuazasimEaieiey
Aufundn sewasiaduandelszme donaldidunuua
idhasadeuasgnaIanag LAAMHIEENAN A HTUHIY

°naaimﬁ@q@ﬂumm@laﬂmaagﬂﬁﬂﬁa@aaLﬁaLﬁﬂuﬁumi

didhaininansiaduuandssine aaaaaugndtlddas
LUNSUNNTZANHNLRLIANNIATIANLURLW 195 USHNyT9i
~ A o A o=

PYUIHNALANTAFIUNTV LR AUAFIALE LU TN
THnTulaznINaINAAIaFINTA Mg [RsRNIlnanaan
Lﬁaaummmé]’mmﬂaﬂﬁsﬁlﬂmm:a@é’unﬂﬁﬁu%
A a v Ay y = o a a o ~ o

wa@&u@ml%ammaamm@q@u UIENY ANl
NITUIUMIKEG wazmsiiuinisgndnagienaiiiosrinld

1 v
fagaunanaianialulssmeiadiuad g duiad dgy



s1evuls:9U 2560

31

usun waln-Tnetiond 910A (UKIBU)

USaunmniszelunasasdszing luaasil 2555-2560 (‘000 @)

Buraminesiu

22114 22331

i L

11252

2555 P 2357
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4 162 47
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MARKETING AND COMPETITION
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International Stainless Steel Forum (ISSF) Gaiunaiinng
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Stainless and heat-resisting melt shop steel production

(‘000 Metric Ton)

Region

Quarter

9 Months +/- %

Q1/2017 Q2/2017 Q3/2017 2016 2017 y-o-y
Western Europe/Africa 1,980 1,902 1,662 -6% 5,762 5,544 -4%
The Americas 721 699 680 -17% 2,100 -4%
Asia (w/o China) 1,992 1,958 1,978 -22% 7,372 5928 -20%
China 6,225 6,127 7,256 15% 18,083 19,608 8%
Others 794 857 1,140 1,710% 189 2,791 1377%
Total 11,712 11,543 12,716 11% 33,585 35,971 7%

Source: International Stainless Steel Forum (ISSF)
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Global consolidation

Stainless steel cold relled flat product consumption index
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and demand index development [2010=100]
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Apparent stainless steel use by region

2013 2014 25

B china

2004 2007 2016
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200% 2010 201 2012

.WE-S.I;HI'I Evrope .l:cmml."t'q.-'_tbcrn Europe .J-.m:rlcas- :.A.ssn eacluding Chinm . Others

Source: International Stainless Steel Forum (ISSF)
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Stainless melt shop production (slab/ingot equivalent) by region in 1,000 metric tones

FLEr ]
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B4.218 1
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3
15 Ef
3
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2006 20007 2008 2009 200 2011 2012 2013 A014 2015 2014
B Wiestern Europe I CeniralEastern Europe W americas Asid excluding Chinn W crirs

Source: International Stainless Steel Forum (ISSF)
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History and Competition
Compound annual growth rate of world stainless melt shop production

(slap/ingot equivalent):1950 - 2016 (in Mt)

A5 EME
Compound annual growth: 5.86% (2018

Millien matric tannes [ME)

1560 = Hilé

Source : International Stainless Steel Forum (ISSF)
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Regional share of stainless steel production

Rest of Wesid

EL-27
34
China
54%
Americas
W 1%

Source : International Stainless Steel Forum (ISSF)
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Compound annual growth rate of major metals (%/year): 1980 - 2016

Lead: 2.00%

Copper: 2.73%

Zinc: 2.25%

Aluminium: 3.80%

Carbon Steel:2.31%

Stainless Steel: 5.40%

Source: International Stainless Steel Forum (ISSF)

Average: 2.40%
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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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CORPORATE SOCIAL RESPONSIBILITY

A2TUSUBABOURMOAIAL

ce a g o oA o - e v w  seadad o a
mwww@uu‘lummgwLLazuIauwﬂmsmmuﬁqiﬂamamwmw(Sustamabmty) UAZLAYNIDIANIA 8T U)UANANFALTULAL

fupsansszaulandng aasnaud)iannLwInIemeglanannInNusuRaTaUaeFIANTDIRAaN1INR ANAAIARANNTNE

wrsUszmnelne

ulgurenawsou

Iwaln-Tnelond Tuiwausadusshv Isias1assa
AOENEU

15y lannua Idevient ﬂasﬁ’l5LL€\]$Lﬁ’MN’]EJﬂ’]i@°WLﬁ%ﬁ§ﬁQ
2619981 Taa@nTan o NTuAY ANNSURATUADFIAN
uwazdowandan aaanauliinnuddyragnauaziilauls
1 = 1 > I v = &, %3 a wa
suwdanmaau lnsuwwnmedonaaldgndaiunanyufoa

lunnszduai MNtaeans

U%ﬁwmmﬁfﬂﬁﬂﬂmmw%ﬁmﬁﬁnjw flansas19aITAAN
Hofluaghoudiase v3emy 'ﬁﬁs{qﬁ"udﬂL&%Nmﬂﬂ’ﬁﬂmammaa
GLﬁLLWi‘%mm'm@jﬁ“umﬁ"guﬁ@umqmamﬂﬁuammamm
Ysanelidula Fwih desandasmsldnuaauanias
Tudszne n’ﬂwﬁﬂué”ﬁﬂ‘ﬁ'uamzﬁmmmw%‘iﬂuéﬁ@uﬁEiéj

sauldarmennaadidundsiuindeuiidfy

[swuwan

Alssnurdnauineg nﬂ%mamaﬂms@i’%ﬁmm CRIEA
anawidns ienanelfiin Suase URZANNGYLAEAINNNT
AR I@ﬂﬁli’h%malﬁﬁamwmmLﬁlmL‘flugmﬁ (Zero
Risk & Zero Accident) kazaan13an1wwInaanlun1syingu
184120 (Positive Environment) Lga@iaqmmw TauINE

uazenNUaaafBas TR uazdTuman

nsUfiaenulunnduneu NANTzLIUMINEATaAARDINN
H1OIIIU TN TIOUNY waAHUABAY OHSAS 18001
WATHINTIIUIZUUNITIANITFILIAGDN 1SO 14001

lalimgsnyaniniiaaanlunsnaauaznsyinauldmile
NOATIHIATF I LL@iU%i&Tw%T\af?f@mimmgmé’mﬁﬂm@éau
lﬁmau@Quﬁqmﬁ@miﬁ’m:wﬁwﬁ@%Lﬁmmzmamﬁﬂmﬂ
Ts901u wielsnelfiinnaniag uaziasansne3deanm

windanffrasslTsnuLasuas TNl A WiugInang



62 sngvuUs:9U 2560
usEn wala-Tnaliond A (UKBU)
AUBUBU 4) People l¥anaiasnsanmezasiRlanuadawiien

v3Eny ldUandedndriln Gnanay Ieiuwsinawmnszsdusu
auanuLazid1TINAaNIINA AU TN TR IR LAND
MIAUTIUINFDN AN INTIAVBIYHTU MIANET AV FaL

TAUsIIH UTHNHVID901 AREAAUNANTTNNIFEWIA199
AIUaNAI

UIENY e NNE AR Aa MM WTUFIVDIFU UAZNNTUINNT

wngnén Gadungiesnd1dy Gudranuisnyniadae

sasguiazinaluladszdulanluamniwifeiiuile

NN3LANTUNNWIWILUTZN A

USHNY g\‘iﬁfﬁ_lméum&lLLWf@’J’]N?Lﬁﬂ’JFﬁJ&L@MLaa AsLaan
Inuadnamanzan aieanuaneliigne uazsadlung
WA AEINNTTHALABLAFYDIUTLNATINI9ATILAZH I

29ANIDATZA990EN9RB LI

AUWUNIIU

U3Emy Ienuddysansugndsituvslnala (POSCO
Way) lasdgnieamaivan 5 dszmaiduimusssaasdng

PYBIUSHNY Na13IFB

1) Customer aszniindgnimslduiinegluanudFaaue
waztaSuRsaNdasnsrasgnénuddny dsay

mwﬁn%ﬁwmﬂmwL%aﬁaLm:mﬂmﬁﬂ&mﬂ@ﬂﬁw

2) Challenge 83198330 [WHNUNATURBNLANNNNG
Tussqthmuneiasly laanszduldninanuldenude

5198530 kaTuTANIIN

3) Execution ugndevieuadnmsufifnulrussaiiimving
§980 1A8MINUABNUATALAN LAZAS19HIATIIUMNT

hauluag Meatiuayunsvihausaniuduennn

av o &

lagldanuddyunideriatuasniney aduayuld

WA AULEIDELEND

5) Integrity SasuluanuFodnduazaiasssuniegina

lagnavineminlyssla
AVY
V3ENY Uszwp@Aannsaundninisutedn leeldldisns
ligasaariaaduisiu laouSeny dnsguaunaznisly
Uinsfiddagndn wanaudidguniwlauiasgiuaiui
anenmviug uaziiruunIuaNaliaie uasduumIHEe

ARUszaNsA W i lransowdetuluaaialante

191U

@ a

UIENY mjﬁ’amqu"au"l,ﬁa@ﬂaﬂumﬁ%mm@uLm:qﬂﬂiai
wnann Fedanlulumsrh iy fudnidudazseiu
%uag'ﬁumsmim uuﬁugmmnaimﬁlﬁuﬁﬁu uazdu
Usslomiidanisnygeqa Wit U%ﬁ’ma:ﬂﬁﬁa@iaﬁmiazm
\sensn e naisenadeiauanasanliunysdney
windinstilafiszaudym Uaneaziufadaiasaniuimil

WnTaI%

yuBU

UIENY FUAATRUADENIWLIARDNYBITHNTY UAZHHIATNNS
quadndvasdddrulddiuiadenadreduduaei9f
logdfiRarndamivuauosngraianazngizdsuaieg
MAET09 119 N3NTseas NIENTIYATIVNTTNNDIAILAN

NANE Y8Y BEIILATIASA



s1evuls:9U 2560 63

usen lwaln-Inaliond 9711n (UKIBU)

fAenssuiwous:losunoduaunazaanonaou

Tut) 2560 Ar1UN1 USENYlEHNITRRANITHN YT oA FIANLALAIINA DN tAUAINTINSDUDIUTENY SINTY

RUIBIIUNIATTUATHUIBIUTIBSDU Aasa bl

o A e & v o v = o & o | )
e JUN 14 WNTIAN 2560 INFUIRNIUDIWENINLLULANDINIAINWIWLAN LLAE UNQ.I‘W@I@—VL‘VW%@@‘T T]NQ@?EJJﬁLLQﬂQ']EJ LLANULAN

a = U & U YV =3 dl U
wazlarnis FINDLAUNHA LLa:LLQﬂ“ﬂaﬂLa%i‘ﬁﬂllL@ﬂﬂiu“hﬁ'm“ﬂ%‘ﬂm’]i’.ﬁ\lﬂ?%

o A o o 1 a a o A v_o=
o JUN 11 LN 2560  WUNIW UNQ.IW@I@—VLV]U%E]@% FAINNANTTIHUISLWLNANARINT UG NRIURUIAN Management

Support s Tssouszaas uannniinfuinisdelinsunninauitaduiuiuinduadngdndoe

. L .
« Ui 9 dgwiau 2560 AanssndUarvionanadasinale dufanssndnenaiidndumlan weldnsinauvesinala

Fanuaszutintensliianudiamae nmssnelanludiua1eg meldnawdld “POSCO Save the Earth and Wildlife”

o wadnsNuEe Ity g lu Jimdaandan



64 s1evuUs=9U 2560

usen waln-Tnetiond 970n (UKIBU)

o 4 o . o . d s e o . 5
« U7 ningien 2560 adlulamaiuaravmy uazwdwsie Fedladuiudrdyniemsenawnvading winou
uazhUIvs una. Inala-nadiaad Toieunssmvasaln dmnu wiaumelduuiane luonaienszan e

A s o o !
HURNWIURTAEYLLA :ﬂizmvam

;
N
W

1 1 % ld‘ = a 1 a o Y o1 = % £ U YV v al v YV o o
o TUITWITUA 5 - 11 eudemen nauusEnlvale lddeiinarmaiasaieihwldduddnglites 4w 3 was

Y

X4 . Yy o o 4 = 4 e ead
TuAun dua wlihd snatainuas F9nInszens smmuimamimamu‘[waimamumuwagmm (Uszinelne)

Y U

AULAUNNTINU



s1evuls:9U 2560 65

usen lwaln-Inaliond 9711n (UKIBU)

o A a o o vo a A & A g v
e JUN 8 FINIAN W.@. 2560 NISLNEUIRATLUANIUUINEUN vL@Q@ﬂQﬂﬁiNﬂQﬂ@aﬂ@?'&Lﬁaﬂ TANSTLNNZLNES LiNe b

@aﬂm’gLimLaiz:ym‘uimLL@:mu‘Lumam}m@m TILT LA DUNHNTIAIIUNTEINTW DD I WIZLNRINTSUTHAN

= d‘ a a s v o1 L U I a = 1 = . = dl I a

« U 12 Revnam 2560 vIEM ladvenanadiasiinniufanssuiugnsuseulssnwdweswdauiunngTidue lagfanssu
Tulliludaznyfihuifanssnriygidems: Aanssuiamngas wazuNegurudiifanTsmzmianana13asdndoe
Mot MenIEnyGinnuInaduaivauuldudasuswnedsznaufianssnaeguasinalainai e nuaNRuiNdszn e

lseauiugHaUd199anae

e Fuit 15 oA 2560 Aeumn
AU LPIBLIEN Inale
Tudszmelng Usznaudie
yua. Inale-lnediand
yan. wala-LisiieLde
yan. wala lande ada Usznelne
waz van. wala(lnewaud) l@dunig
WNn8FNNNT WITUTHANNTZUN
amLﬁam:mﬁumumg:ﬁwaa@gamm
i Wﬁzﬁﬁi’mawmmmw Tuwszusa

FXRERLIN




66

s1evuUs=9U 2560

e -

usEn wala-Tnaliond A (UKBU)

o 3 b

aps R

THAINGX

cin Twaln-Inulions vin

«  Tuil 20 fuenen 2560 una. Inala-Inedleed ldneuRuldmeianiudiwmm 3111 20,000 U WaaduayulasenIs

“mll'mﬂﬂﬁ’@nﬂ‘*ﬂ ﬁwgﬂq"u #519508 8N ﬁummqﬂﬁmg%mu” FINUTE WIZEMAIULTD WIZDIALA NIRRT NTTH

Jszsudalasens

NS:UOUNISIANISITIIU

lumﬁ@ﬁwu,‘uuLLaMimmﬁagaﬁizﬁﬂ 318911152811
Jun1siuselasuig sun1sSusiedl 189N TU T
AT oYL ARDAAUTBNUNIENTURITIA 99 TINgTENY

Avue UsEnylelEaNs lase Tl unT YN LAz INa LN
£ 1 d‘ a, U £ % = £ % va v a
eueana1 Walawadayaliuninaviu dddulaFe
wazasIMIUad9Ndas laaanuuaziayandaviuag
LﬂmmﬁmzﬁmLﬁuﬁagaﬁgﬂé’amﬂﬁuiaLﬁa’cﬁﬂ Taddl
£ A =57 d‘q/ a 1 v a
anwuzAguieIe daafifaruuaziiaswasdansdaula

2091NAINY WIUNITATIAEDY LazaydAangdniiin

v a < o v v o aoa =2 o

TUNATBY (ﬂ\‘]LLﬁiz@ULQ’]‘ﬁu’]‘V}ﬂQU nn3 aumwﬁizﬂgu
P
3l

(%

W

YU

AMLNIINMTUIEN WIaTUszyudDeviu auuafingwuie

Avua Ly

lumsilawenonuiasdayasrieguasuignydu dms
WAL DE1ILNTHAY LA8LT QLN 18I ULAZLAIU1IN
NIUTZULDDIRANARENNINE  wazeuroIn1enUladuas

U3ENY (www.poscothainox.com) Lal#inasuaIuism

(%

= I Y 1% QIJ =3 | a 7
L"mm\uma\‘magai@haa:mn NI ASENILNE NN

Wil AmaRIzEzIaUszNaAansR LT NYTiHIus
UIEMyinsdarinTeu Walkadagauasinguniae
8151318 NI B LA ANGHHETAUA UAZTHLI AN
famsdadulavastinasmuanan wazusEmydldfaniy
$13813 ngrane ngandeveanlmindeiineutludads
@1aammm’mmﬂﬁﬁaﬁ%mmmﬁﬁmimﬁmu@ Woms

a

uftwazandunuldidulyedwgnées uaziiedszlad

F9AAUDIUNAINL



s1evuls:9U 2560

67

usen lwaln-Inaliond 9711n (UKIBU)

S1YIIUANUNSSUNISASIVEDU

a 1 YA L% a s v (A o s
Bauviuitediu v3En nala-lnafiaad dria (anizw)

AMNTINNNTATIRABLVBILSEN Inwala-lnediaad (uunwmu)
1452n8UA8NITNNNTOATS 3 VI %ﬂﬂu%ﬁﬁi:aumifﬂ@ﬁm
MILINITNINN U NI MYT UazNITUINITIANIT
& v = 8,
A9ANT UTNAUAIEY WEUNY 1A & tUUUISIIUNITNAT
ATIAFOU WUUNAR FIZNELAS WIFIFNA ANUIULEU
WUATTNANTATIAEDY Uo1uw1a HiAkazanNSuRaray
FoAMeNIINNITUIEN andlamivualilungiasves

AUSNITHNITAIIANBDL

lull 2560 amznssunisasadeulaUfiantinfiagrad
dasz lasyodulwiasnsatquaialu msiidugua
- o ‘ - L

Aan15na wazannldsdlalunisusyrisvesdieannis las
leussgusiniudeuims Aeaudyduasiavivmiieny
anagaumelumunIziiedes awm 5 als Feagyl

o o Wy ¥
snszaanyladil

1. AMINIINNTATIAFULAROUNIU JUNTLSUNLEAILTU
A9NUMEIBAIUIAEFILAZIUNMIRUAWIZAANT 578
lasuanazeunisulszant) 2560 wialdaulaingeau
- ce My e o X v«
mMIN1IduseIIEy ligndnriauedegndes Wuldanw
o o Ado o< ~ a % Ao o |
wanmstiyIniusasmluuastinadewnadeayaiidfyadng

WNEW U ENEALTENaLIUN TR

2. anznssunaanasauladszgunuiudaeuiyd log
Lifidheuinadhiiudszgy WWeRasanuazlidoiauauns
fddglunstariuazamaseuiunisdudmsud 2560
AMZNITNNITATIAFOULAUINIIIIUNINTIUY DI EN
iﬁé’@ﬁwﬁuaﬂwgﬂﬁm Julumundnnistyiniuses
Tagaltuaziinisufvaanngssfovuasngnaned

Wendasateadnane

3. amenssnnsenaaevlERasanmMsvhsensiieales
AU BIUSENLALLSHNE DA NAR NN AT VBIAAIANANNSWE
LIUTENA NG AMLNIINMTATIAEALLAUINTIENTAINEGT?
duluagrsannaan nauazRNzaN e N aune 5oy

ATLIL

4. AonIINNIRIIRE0U [REUNIUINNUNANITUL TR
1a9tansagauelulszan 2560 VLLUAVDILILL
p33aduN8lu wazAnaNNanITUTRRIB s enIIAEa
maluldiduldedrdaszuazdUse@niainainununig
Fufineruduselasang uanannii anznssunisnsIaal
IEaaunin waumseTIagey Ndsssdufiasany de
LEUDLUT WAZWAHNNTUTUUJUazNanNTA L HRIIBYD g
fdheudus elihlainusdny fszuumseruaunelu

a A & oA = 2 a
BRSUIHITAMNLFENVILNGIND basHUTZENDNA

5. AmznssumInsdadeuldauelinTsunsdnnanislvg
dudAansonudsasisauigyTuazanaseinauunulunis
vV ﬂdl

£ = Y o v A a wa |
araseauiyd ledlvihiauadteviunanansanaydddaly

q

ABAZNITHAIATIAEBUTANHFIINsINsEn ETavndu
aamgﬂé]’mmuﬁm An33arTe9un1enstuLazi e LuNe
%’aﬂaaﬂ'wLﬁmwaL‘fluvl,ﬂmu%é’ﬂmiﬁ@%ﬁ%ﬂimimﬁﬂﬂ
ﬁmilﬂ@1mslﬁfmdmzm'wﬁu%%aimmiﬁlmadalﬁLﬁ@
anudaudantonatsslostiagaieaena A3zUUnIUSEIg
PNHLEE LLazizuumimuQNmﬂwﬁ'ﬁﬁi:aw%mw AaBAAL
ﬁﬁ:uumﬁﬁwﬁuguaﬁamiﬁa ANsUGTAM NN EN DAL

fafmuaiiierdasadregndas




68

s1evuUs=9U 2560

usen waln-Tnetiond 970n (UKIBU)

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. Man Jae Lee is a
Chairman of Audit Committee, Mr.Noppadon Sarawasi and
Mr. Songsak Limbanyen 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 2017, the Audit Committee has completed the duties
independently, focusing on the internal control, the good
corporate governance, and the transparent administration
of management. The external auditors and the leaders of
internal audit team had the meeting with the management

5 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 2017 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 2017. The Audit Committee agreed
that the financial statements of the company have been
prepared correctly in accordance with the generally accepted
accounting principles and in compliance with regulations and

laws associated with adherence.

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 2017 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.
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Annual Report 2017
POSCO-Thainox Public Company Limited

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 2017, 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 2017 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 that is 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(g) and 10 to the financial statements in which the equity method is applied and separate
financial statements

The key audit matter How the matter was addressed in the audit

Inventories are a significant balance and carried in | My audit procedures in this area included the
the financial statements at the lower of cost and | following:

net realisable value. The Company’s inventory is
stainless-steel which can be subject to price | * obtaining an understanding of the net realisable
volatility depending on the demand and supply in | value of inventories process through inquiry of the
the global market. As a result there is a risk that | Company’s management directly responsible in this
the carrying value of inventories may exceed its | area, evaluating the design of internal control process
net realisable value, this is focus area in my audit. | 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;

e 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

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

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:

e 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.

e 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 T 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.
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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.

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
15 February 2018
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POSCO-Thainox Public Company Limited

Statement of financial position

Assets

Current assets

Cash and cash equivalents

Current investments

Trade accounts receivable

Current portion of receivables
under debt restructuring

Other accounts receivable

Advance payment for
purchase raw material

Inventories

Other current assets

Total current assets

Non-current assets

Investment in an associate

Other long-term investments
Receivables under debt restructuring
Property, plant and equipment
Intangible assets

Deferred tax assets

Other non-current assets

Total non-current assets

Total assets

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

Note

4,7

4,9

10

11

12
13
14

Financial statements in

which the equity method

is applied

31 December

2017

910,362,644
2,141,035,325
2,180,344,617

2016

(in Baht)

1,386,705,622
830,047,178
2,354,891,690

Separate
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financial statements

31 December

2017

910,362,644
2,141,035,325
2,180,344,617

2016

1,386,705,622
830,047,178
2,354,891,690

32,979,077 32,854,362 32,979,077 32,854,362
103,667,316 68,788,095 103,667,316 68,788,095
- 356,844,806 - 356,844,806
3,717,223,685 2,832,795,835 3,717,223,685 2,832,795,835
148,742,695 59,016,089 148,742,695 59,016,089
9,234,355,359 7,921,943,677 9,234,355,359 7,921,943,677
37,164,704 33,256,671 4,900,000 4,900,000
60,000 60,000 60,000 60,000
72,580,367 105,515,525 72,580,367 105,515,525
3,576,969,124 3,763,986,632 3,576,969,124 3,763,986,632
9,448,600 4,560,075 9,448,600 4,560,075
12,614,166 - 12,614,166 -
18,679,265 49,073,486 18,679,265 49,073,486
3,727,516,226 3,956,452,389 3,695,251,522 3,928,095,718
12,961,871,585 11,878,396,066 12,929,606,881 11,850,039,395
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POSCO-Thainox Public Company Limited
Statement of financial position

Financial statements in

which the equity method Separate

is applied financial statements
31 December 31 December
Liabilities and equity Note 2017 2016 2017 2016
(in Baht)

Current liabilities
Trade accounts payable 4,15 3,481,492,713 2,537,001,753 3,481,492,713 2,537,001,753
Other accounts payable 4,16 210,482,885 78,762,580 210,482,885 78,762,580
Current tax payable 65,034,431 - 65,034,431 -
Other current liabilities 1,291,229 1,100,893 1,291,229 1,100,893
Total current liabilities 3,758,301,258 2,616,865,226 3,758,301,258 2,616,865,226
Non-current liabilities
Provisions for employee benefits 17 107,660,842 85,373,787 107,660,842 85,373,787
Total non-current liabilities 107,660,842 85,373,787 107,660,842 85,373,787
Total liabilities 3,865,962,100 2,702,239,013 3,865,962,100 2,702,239,013
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
Share premium on ordinary shares 332,131,264 332,131,264 332,131,264 332,131,264
Retained earnings

Appropriated - legal reserve 19 484,056,069 468,056,069 484,056,069 468,056,069

Unappropriated 484,013,052 580,563,665 451,748,348 552,206,994
Other components of equity - (303,045) - (303,045)
Total equity 9,095,909,485 9,176,157,053 9,063,644,781 9,147,800,382
Total liabilities and equity 12,961,871,585 11,878,396,066 12,929,606,881 11,850,039,395

The accompanying notes are an integral part of these financial statements.
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POSCO-Thainox Public Company Limited

Statement of comprehensive income

Revenue

Revenue from sale of goods and
rendering of services

Net foreign exchange gain

Other income

Total revenue

Expenses

Cost of sales of goods and rendering of services
Distribution costs

Administrative expenses

Tax penalty and surcharges

Finance costs

Total expenses
Share of profit of an associate

Profit before tax expenses
Tax expense

Profit for the year

Other comprehensive income (expenses)

Items that will be reclassified subsequently to
profit or loss

Net change in fair value of available-for-sale

investments transferred to profit or loss

Income tax relating to items that may be reclassified

Total items that will be reclassified

subsequently to profit or loss

Items that will not be reclassified to
profit or loss
Loss on remeasurements of defined benefit plans
Income tax relating to items that
will not be reclassified
Total items that will not be reclassified to

profit or loss

Other comprehensive expenses for the year,
net of tax

Total comprehensive income for the year

Basic earning per share

Note

4,20

21

22
4,23
26

11

26

26

17

26

27

Financial statements in

which the equity method

is applied

Year ended 31 December

2017

2016

(in
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Separate
financial statements
Year ended 31 December
2017 2016
Baht)

15,474,701,272 13,709,872,220 15,474,701,272 13,709,872,220
67,575,388 10,645,204 67,575,388 10,645,204
39,777,171 36,666,477 39,777,171 36,666,477
15,582,053,831 13,757,183,901 15,582,053,831 13,757,183,901
14,449,929,390 12,666,745,132 14,449,929,390 12,666,745,132
202,736,776 194,325,674 202,736,776 194,325,674
335,549,840 313,805,310 335,549,840 313,805,310
93,214,943 - 93,214,943 -
1,165,418 191,441 1,165,418 191,441
15,082,596,367 13,175,067,557 15,082,596,367 13,175,067,557
3,908,033 7,040,613 . -
503,365,497 589,156,957 499,457,464 582,116,344
187,304,378 187,302 187,304,378 187,302
316,061,119 588,969,655 312,153,086 581,929,042
378,806 (936,509) 378,806 (936,509)
(75,761) 187,302 (75,761) 187,302
303,045 (749,207) 303,045 (749,207)
(13,405,165) . (13,405,165) .
2,681,033 8 2,681,033 -
(10,724,132) - (10,724,132) -
(10,421,087) (749,207) (10,421,087) (749,207)
305,640,032 588,220,448 301,731,999 581,179,835
0.04 0.08 0.04 0.07

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



POSCO-Thainox Public Company Limited
Statement of changes in equity

Note
Year ended 31 December 2016
Balance at 1 January 2016

Transactions with owners, recorded directly in equity
Contributions by and distributions to owners
Dividends 28
Total contributions by and distributions to owners

Comprehensive income for the year
Profit
Other comprehensive income (expenses)
Total comprehensive income for the year

Transfer to legal reserve 19

Balance at 31 December 2016

Year ended 31 December 2017
Balance at 1 January 2017

Transactions with owners, recorded directly in equity
Contributions by and distributions to owners
Dividends 28
Total contributions by and distributions to owners

Comprehensive income expenses for the year
Profit
Other comprehensive income (expenses)

Total comprehensive income expenses for the year

Transfer to legal reserve 19

Balance at 31 December 2017

Financial statements in which the equity method is applied

Retained earnings

Other components
shareholder's equity

Issued and
paid-up Share Legal Available-for-sale Total
share capital premium reserve Unappropriated investments equity
(in Baht)

7,795,709,100 332,131,264 438,056,069 126,836,083 446,162 8,693,178,678
- - - (105,242,073) - (105,242,073)
- - - (105,242,073) - (105,242,073)
- - - 588,969,655 - 588,969,655
- - - - (749,207) (749,207)
- - - 588,969,655 (749,207) 588,220,448
- - 30,000,000 (30,000,000) - -

7,795,709,100 332,131,264 468,056,069 580,563,665 (303,045) 9,176,157,053

7,795,709,100 332,131,264 468,056,069 580,563,665 (303,045) 9,176,157,053
- - - (385,887,600) - (385,887,600)
- - - (385,887,600) - (385,887,600)
- - - 316,061,119 - 316,061,119
- - - (10,724,132) 303,045 (10,421,087)
- - - 305,336,987 303,045 305,640,032
- - 16,000,000 (16,000,000) - -

7,795,709,100 332,131,264 484,056,069 484,013,052 - 9,095,909,485

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

paywi1 Auedwod 211gnd xXoutey1-00SOd

/ 10z Hoday [enuuy

jeie]



Statement of changes in equity

Separate financial statements
Other components

Retained earnings shareholder's equity

9G1

Issued and
paid-up Share Legal Available-for-sale Total
Note share capital premium reserve Unappropriated investments equity

Year ended 31 December 2016 (in Baht)
Balance at 1 January 2016 7,795,709,100 332,131,264 438,056,069 105,520,025 446,162 8,671,862,620
Transactions with owners, recorded directly in equity

Contributions by and distributions to owners

Dividends 28 - - - (105,242,073) - (105,242,073)

Total contributions by and distributions to owners - - - (105,242,073) - (105,242,073)
Comprehensive income expenses for the year

Profit - - - 581,929,042 - 581,929,042

Other comprehensive income (expenses) - - - - (749,207) (749,207)
Total comprehensive income expenses for the year - - - 581,929,042 (749,207) 581,179,835
Transfer to legal reserve 19 - - 30,000,000 (30,000,000) - -
Balance at 31 December 2016 7,795,709,100 332,131,264 468,056,069 552,206,994 (303,045) 9,147,800,382
Year ended 31 December 2017
Balance at 1 January 2017 7,795,709,100 332,131,264 468,056,069 552,206,994 (303,045) 9,147,800,382
Transactions with owners, recorded directly in equity

Contributions by and distributions to owners

Dividends 28 - - - (385,887,600) - (385,887,600)

Total contributions by and distributions to owners - - - (385,887,600) - (385,887,600)
Comprehensive income expenses for the year

Profit - - - 312,153,086 - 312,153,086

Other comprehensive income (expenses) - - - (10,724,132) 303,045 (10,421,087)
Total comprehensive income expenses for the year - - - 301,428,954 303,045 301,731,999
Transfer to legal reserve 19 - - 16,000,000 (16,000,000) - -
Balance at 31 December 2017 7,795,709,100 332,131,264 484,056,069 451,748,348 - 9,063,644,781

The accompanying notes are an integral part of these financial statements.
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POSCO-Thainox Public Company Limited

Statement of cash flows

Cash flows from operating activities

Profit for the year

Adjustments to reconcile profit to cash receipts

Tax expense

Finance costs

Depreciation and amortisation

Provisions for employee benefits

Provision for goods returned

Unrealised gain on exchange

Gain on fair value adjustment of trading securities
Gain on disposals of current investments

Share of profit of investment in an associate , net of tax
(Reversal of) bad and doubtful debts expense

Loss on inventories devaluation

Loss from write-off of factory supplies and spare parts
(Gain) loss on disposals of property, plant and equipment

Interest income

Changes in operating assets and liabilities
Trade accounts receivable

Receivables under debt restructuring
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

Net cash generated from operating
Provisions for employee benefits paid
Taxes paid

Net cash generated from operating activities

Financial statements in
which the equity method
is applied

Year ended 31 December

Separate

financial statements

Year ended 31 December

2017 2016 2017 2016
(in Baht)
316,061,119 588,969,655 312,153,086 581,929,042
187,304,378 187,302 187,304,378 187,302
1,165,418 191,441 1,165,418 191,441
381,737,630 377,638,255 381,737,630 377,638,255
12,352,444 8,660,832 12,352,444 8,660,832
36,181,442 - 36,181,442 -
(15,903,493) (18,037,471) (15,903,493) (18,037,471)
(5,008,752) (745,295) (5,008,752) (745,295)
(9,501,769) (12,445,236) (9,501,769) (12,445,236)
(3,908,033) (7,040,613) - -
(120,000) 2,055,088 (120,000) 2,055,088
134,825,340 58,631 134,825,340 58,631
385,644 - 385,644 -
8,066,096 (746,541) 8,066,096 (746,541)
(13,485,779) (13,417,123) (13,485,779) (13,417,123)
1,030,151,685 925,328,925 1,030,151,685 925,328,925
172,855,968 (407,484,011) 172,855,968 (407,484,011)
32,810,443 27,134,160 32,810,443 27,134,160
(38,256,683) (22,323,837) (38,256,683) (22,323,837)
356,844,806 (356,844,806) 356,844,806 (356,844,806)
(1,019,638,834) 250,006,918 (1,019,638,834) 250,006,918
(89,726,606) (53,814,498) (89,726,606) (53,814,498)
30,394,221 (28,444,280) 30,394,221 (28,444,280)
955,260,827 229,094,028 955,260,827 229,094,028
95,472,734 (19,855,779) 95,472,734 (19,855,779)
190,336 (1,021,371) 190,336 (1,021,371)
1,526,358,897 541,775,449 1,526,358,897 541,775,449
(3,470,554) (1,670,464) (3,470,554) (1,670,464)
(132,278,841) (85,161) (132,278,841) (85,161)
1,390,609,502 540,019,824 1,390,609,502 540,019,824

The accompanying notes are an integral part of these financial statements.
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POSCO-Thainox Public Company Limited

Statement of cash flows

Cash flows from investing activities

Interest received

Acquisition of property, plant and equipment
Proceeds from sale of property, plant and equipment

Acquisition of intangible assets

Proceed from long-term deposits at the financial institutions

Acquisition of trading securities

Proceeds from sale of trading securities
Acquisition of avaliable for sale securities
Proceeds from sale 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

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents,

before effect of exchange rate
Effect of exchange rate changes on

cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at ending of period

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

Dividend payable

Annual Report 2017

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
2017 2016 2017 2016
(in Baht)
16,854,201 10,823,186 16,854,201 10,823,186
(202,314,130) (139,495,545) (202,314,130) (139,495,545)
494,486 8,750,536 494,486 8,750,536
(5,855,098) - (5,855,098) -
50,000,000 30,000,000 50,000,000 30,000,000
(5,247,415,145) (3,910,375,704) (5,247,415,145) (3,910,375,704)
3,537,699,036 4,132,722,511 3,537,699,036 4,132,722,511
(68,387,881) (2,199,374,759) (68,387,881) (2,199,374,759)
432,005,170 1,690,683,206 432,005,170 1,690,683,206
(1,486,919,361) (376,266,569) (1,486,919,361) (376,266,569)
(385,830,512) (105,239,547) (385,830,512) (105,239,547)
(1,165,418) (191,441) (1,165,418) (191,441)
(386,995,930) (105,430,988) (386,995,930) (105,430,988)
(483,305,789) 58,322,267 (483,305,789) 58,322,267
6,962,811 25,145,351 6,962,811 25,145,351
(476,342,978) 83,467,618 (476,342,978) 83,467,618
1,386,705,622 1,303,238,004 1,386,705,622 1,303,238,004
910,362,644 1,386,705,622 910,362,644 1,386,705,622
13,644,878 2,964,794 13,644,878 2,964,794
57,088 2,526 57,088 2,526

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



Annual Report 2017

POSCO-Thainox Public Company Limited

For the year ended 31 December 2017
POSCO-Thainox Public Company Limited
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 15
February 2018.

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 : 622 Emporium Tower, Floor 15/6-8, Sukhumvit Road, Klongton, Klongtoey,
Bangkok 10110, 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 Republic of 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 2017. 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 2018 and have
not been adopted in the preparation of these financial statements.

The Company has made a preliminary assessment of the potential initial impact on the Company’s
financial statements of these revised TFRS and expects that there will be no material impact on the
financial statements in the period of initial application.
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(b)

(c)

(d)

Basis of measurement

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

Items Measurement bases

Derivative financial instruments Fair value

Trading/Available-for-sale investment Fair value

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.

Significant valuation issues are reported to the Company’s Audit Committee.
When measuring the fair value of an asset or a liability, the Company uses observable market 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:

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

. 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).

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

(unobservable inputs)
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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 initially recognised 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.

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.
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(c)

(d)

(e)

(2)

Derivative financial instruments

Derivative financial instruments are used to manage exposure to foreign exchange and commodity
price risks arising from operational, financing and investment activities. Derivative financial
instruments are not used for trading purposes. However, derivatives that do not qualify for hedge
accounting are accounted for as trading instruments.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit
or loss when incurred. Subsequent to initial recognition, they are remeasured at fair value. The gain
or loss on remeasurement to fair value is recognised immediately in profit or loss.

The fair value of forward exchange contracts and commodity price contracts are based on their listed
market price, if available. If a listed market price is not available, then fair value is estimated by
discounting the difference between the contractual forward price and the current forward price at the
reporting date for the residual maturity of the contract using a risk-free interest rate (based on
government bonds).

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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Property, plant and equipment
Recognition and measurement
Owned assets

Property, plant and equipment are measured 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.

Any 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 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
No amortisation is provided on software under installation.

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.

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.
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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.

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

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.
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The calculation of defined benefit obligations is performed 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.

Remeasurements of the net defined benefit liability, actuarial gain or loss are recognised immediately
in OCI. 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.
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Interest and other income
Interest and other income are recognised in profit or loss as they accrue.
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.
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Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting date.

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

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

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilised. Deferred tax assets are reviewed at
each reporting date and reduced to the extent that it is no longer probable that the related tax benefit
will be realised.

Earnings per share

The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares outstanding during the period, 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.

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

Name of entities Country of  Nature of relationships
incorporation/
nationality
POSCO South Korea  Parent company, 84.93% shareholding
Nippon Steel & Sumikin Stainless Japan Related company, 2.59% shareholding
Steel Corporation
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Name of entities Country of  Nature of relationships
incorporation/
nationality
NS - Thainox Auto Co., Ltd. Thailand Associate, 49% shareholding, and
common director
Thai Film Industries Public Co., Ltd. Thailand Common director
Four One One Entertainment Co., Ltd Thailand Common directors
POSCO (Thailand) Company Limited Thailand Related company with the parent company
POSCO Daewoo Corporation South Korea  Related company with the parent company
POSCO Asia Co., Ltd. Hong Kong  Related company with the parent company
POSCO ICT Co., Ltd. South Korea  Related company with the parent company
POSCO Group University South Korea  Related company with the parent company
POSCO Vietnam Processing Center Vietnam Related company with the parent company
Co., Ltd.
POSCO P&S Co., Ltd. South Korea  Related company with the parent company
POSCO Processing and service South Korea  Related company with the parent company
Co., Ltd
POSCO India Ahmedabad Steel India Related company with the parent company
Processing Center Pvt. Ltd.
POSCO-CFPC Co., Ltd. China Related company with the parent company
POSCO South Asia Co., Ltd.* Thailand Related company with the parent company
POSCO Japan Co., Ltd. Japan Related company with the parent company
POSCO ICT - China China Related company with the parent company
PT. POSCO-INDONESIA INTI Indonesia Related company with the parent company
POSCO VIETNAM HOLDING CO., Vietnam Related company with the parent company
LTD.
Key management personnel Multi-nationalities 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

Mahagitsiri family Thailand Major shareholders, 10.13% or more
shareholding, and directors

* POSCO South Asia Co., Ltd registered its dissolution with the Ministry of Commerce on
28 November 2017 and entire business transferred to POSCO (Thailand) Company Limited on
1 November 2017.

The pricing policies of transactions are explained further below:

Transactions Pricing policies

Sale of goods and rendering of services Market price

Sale of scrap Market price

Purchase of raw materials and rendering of services 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
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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 2017 2016
(in thousand Baht)
Parent
Sale of goods and rendering of services 8,926 5,042
Sale of scrap 327,744 263,871
Purchase of raw materials and rendering of services 6,529,914 7,229,283
Associate
Sale of goods and rendering of services 107,015 147,894
Key management personnel
Key management personnel compensation
Director’s remuneration 2,170 2,430
Short-term benefits 83,900 75,981
Total key management personnel compensation 86,070 78,411
Other related parties
Sale of goods and rendering of services 2,423,208 1,407,106
Sale of scrap 9,705 -
Purchase of raw materials and rendering of services 6,210,195 4,077,648
Communication expense 23,223 18,101
Technical assistance expense 221 370
Other expenses 6,586 12,313

Balances as at 31 December with related parties were as follows:

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

2017 2016
(in thousand Baht)

Trade accounts receivable - related parties

Associate 26,004 34,784
Other related parties 196,585 54,515
Total 222,589 89,299
Advance payment for purchase raw material - related parties

Other related parties - 356,845
Total - 356,845
Other accounts receivable - related parties

Parent 36,350 25,973
Other related parties - 22
Total 36,350 25,995
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Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016

(in thousand Baht)
Trade accounts payable - related parties
Parent 1,723,060 1,898,292
Other related parties 1,532,367 264,338
Total 3,255,427 2,162,630
Other accounts payable - related parties
Other related parties 6,872 1,997
Total 6,872 1,997

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:

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.
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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

In January 2017, 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 2017 to 31 December 2017.
Under the term of this contract, the Company has obligation to pay USD 246,542 (equivalent to Baht
8.10 million) (2016: USD 247,728 or equivalent to Baht 8.98 million). Later, in January 2018, the
Company renewed this contract covering 1 year starting from 1 January 2018 to 31 December 2018.
Under the term of this contract, the Company has obligation to pay USD 263,486 (equivalent to Baht
8.65 million).

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 0.52 million). 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
0.50 million).

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 0.12 million). 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 0.1Imillion). Later, on 7 August
2017, the Company renewed this contract covering 1 year starting from 7 November 2017 to 6
November 2018. Under the term of this contract, the Company has obligation to pay KRW 4,705,000
per month (equivalent to Baht 0.14 million).

Cash and cash equivalents

Financial statements in
which the equity

method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
Cash on hand 234 240
Cash at banks - savings accounts 826,941 1,384,151
Cash at banks - current accounts 83,188 2,315

Total 910,363 1,386,706
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6 Other investments

Current investments

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

Debt securities - held for trading

Debt securities - available for sale

Other long-term investments
Other non-marketable equity security

Total

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

31 December

31 December

2017 2016
(in thousand Baht)

- 50,000
2,135,016 411,745
6,019 -

- 368,302
2,141,035 830,047
60 60

60 60
2,141,095 830,107

Movements during the year ended 31 December of marketable equity and debt securities were as

follows:

Current investments

Trading securities

At 1 January

Purchases during the year

Sales during the year

Transfer from available for sale securities
Valuation adjustment

At 31 December

Available-for-sale securities
At 1 January

Purchases during the year
Sales during the year
Transfer to trading securities
Valuation adjustment

At 31 December

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

2017 2016
(in thousand Baht)
411,745 -
5,247,415 3,910,376
(3,529,130) (4,121,641)
5,997 622,265
5,008 745
2,141,035 411,745
368,302 481,448
68,388 2,199,375
(430,693) (1,689,319)
(5,997) (622,265)
- (937)

368,302
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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.

Trade accounts receivable

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

Note 2017 2016
(in thousand Baht)
Related parties 4 222,589 89,299
Other parties 1,961,937 2,269,894
Total 2,184,526 2,359,193
Less allowance for doubtful accounts (4,181) (4,301)
Net 2,180,345 2,354,892
(Reversal of) bad and doubtful debts expense for the year (120) 2,055

Aging analyses for trade accounts receivable were as follows:

Financial statements in
which the equity

method is applied/
Separate financial statements
2017 2016

(in thousand Baht)
Related parties
Within credit terms 221,234 85,946
Overdue:

Less than 3 months 1,355 3,353

222,589 89,299
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Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
Other parties
Within credit terms 1,714,771 2,030,772
Overdue:
Less than 3 months 231,954 234,821
3 - 6 months 11,031 -
Over 12 months 4,181 4,301
1,961,937 2,269,894
Less allowance for doubtful accounts (4,181) (4,301)
1,957,756 2,265,593
Net 2,180,345 2,354,892

The normal credit term granted by the Company ranges from 30 days to 90 days.
8 Receivables under debt restructuring

Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
Within one year 42,500 39,500
After one year 103,827 146,278
146,327 185,778
Less Future interest income on debt restructuring (40,768) (47,408)
Present value of receivables under debt restructuring 105,559 138,370
Receivables under debt restructuring
- current 32,979 32,854
- non-current 72,580 105,516
Total 105,559 138,370

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.
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As at 31 December 2017 and 2016, details of accounts receivable whose debts have been restructured
compared with trade accounts receivable, both in the financial statements in which the equity method

is applied and separate financial statements are as follows:

As at 31 December 2017
Number of accounts receivable
Balance of accounts receivable (in thousand Baht)

As at 31 December 2016
Number of accounts receivable
Balance of accounts receivable (in thousand Baht)

Other accounts receivable

Related parties
Other parties
Total

Inventories

Finished goods

Work in progress

Raw materials

Factory supplies and spare parts

Goods in transit

Total

Less allowance for decline in value of inventories
Net

Inventories recognised as an expense in

‘cost of sales of goods and rendering of services’:

- Cost
- Write-down to net realisable value
Net

Receivable under
debt restructuring

Total trade
accounts receivable

2 123
146,327 2,184,526
2 122
185,778 2,359,193

Financial statements in
which the equity

method is applied/
Separate financial statements
Note 2017 2016
(in thousand Baht)
4 36,350 25,995
67,317 42,793
103,667 68,788

Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
1,158,350 827,375
966,468 1,020,236
741,204 537,800
222,881 190,086
939,817 433,970
4,028,720 3,009,467
(311,496) (176,671)
3,717,224 2,832,796
14,315,104 12,666,686
134,825 59
14,449,929 12,666,745
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11 Investment in an associate

At 1 January
Share of profit of an associate
At 31 December

179
Financial statements in
which the equity Separate
method is applied financial statements
2017 2016 2017 2016
(in thousand Baht)
33,257 26,216 4,900 4,900
3,908 7,041 - -
37,165 33,257 4,900 4,900

During the year ended 31 December 2017 there was no acquisition and disposal of investment in an

associate.



Investment in an associate as at 31 December 2017 and 2016, were as follows:

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

Type of Country of Ownership interest Paid-up capital Cost Equity
business  incorporation 2017 2016 2017 2016 2017 2016 2017 2016
(%) (in thousand Baht)
Associate
NS-Thainox Auto Trading
Company Limited of stainless
steels Thailand 49 49 10,000 10,000 4,900 4,900 37,165 33,257
Total 4,900 4,900 37,165 33,257

The Company’s associate is not publicly listed and consequently does not have published price quotation.
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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

2017 2016
(in thousand Baht)

Revenue from sale of goods and rendering of service 157,075 209,123
Cost of sales of goods and rendering of service (130,177) (180,130)
Gross profit 26,398 28,993
Other income 129 165
Profit before expenses 27,027 29,158
Administration expenses (12,745) (14,789)
Profit before tax expense 14,282 14,369
Tax expense (6,306) -
Profit for the year 7,976 14,369
Total comprehensive income (100%) 7,976 14,369
Total comprehensive income (49% hold) 3,908 7,041
Elimination of unrealised profit on downstream sales - -
Company’s share of total comprehensive income 3,908 7,041
Current assets 110,158 111,950
Non-current assets 892 936
Current liabilities (34,495) (44,326)
Non-current liabilities (708) (689)
Net assets (100%) 75,847 67,871
Company’s share of net assets (49% hold) 37,165 33,257

Carrying amount of interest in an associate 37,165 33,257




12 Property, plant and equipment

Cost

At 1 January 2016

Additions

Transfer in (out)

Disposals

At 31 December 2016 and
1 January 2017

Additions

Transfer in (out)

Disposals

At 31 December 2017

Depreciation and impairment losses
At 1 January 2016
Depreciation charge for the year
Disposals
At 31 December 2016 and

1 January 2017
Depreciation charge for the year
Disposals
At 31 December 2017

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

Land
improvement, Office
factory and Machinery furniture,
office and factory fixtures and Assets under
Land buildings equipment equipment Vehicles construction Total
(in thousand Baht)
318,856 2,748,378 9,728,459 314,598 19,494 57,424 13,187,209
- 4,110 52,235 4,055 - 79,095 139,495
- 8,095 78,613 114 - (86,797) 25
- - (7,600) (844) (4,415) - (12,859)
318,856 2,760,583 9,851,707 317,923 15,079 49,722 13,313,870
- 9,008 125,872 5,469 - 61,965 202,314
- 872 60,034 - - (60,906) -
- - (18,501) (1,726) - - (20,227)
318,856 2,770,463 10,019,112 321,666 15,079 50,781 13,495,957
- (1,980,437) (6,938,867) (242,558) (16,199) - (9,178,061)
- (60,156) (299,889) (15,549) (1,084) - (376,678)
- - 13 823 4,019 - 4,855
- (2,040,593) (7,238,743) (257,284) (13,264) - (9,549,884)
- (60,498) (306,864) (12,763) (646) - (380,771)
- - 9,951 1,716 - - 11,667
- (2,101,091) (7,535,656) (268,331) (13,910) - (9,918,988)
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Financial statements in which the equity method is applied/ Separate financial statements

Land
improvement, Office
factory and Machinery furniture,
office and factory fixtures and Assets under
Land buildings equipment equipment Vehicles construction Total
(in thousand Baht)
Net book value
At 1 January 2016 318,856 767,941 2,789,592 72,040 3,295 57,424 4,009,148
At 31 December 2016 and
1 January 2017 318,856 719,990 2,612,964 60,639 1,815 49,722 3,763,986

At 31 December 2017 318,856 669,372 2,483,456 53,335 1,169 50,781 3,576,969

The gross amount of the Company’s fully depreciated property, plant and equipment that was still in use as at 31 December 2017 amounted to Baht

5,468 million (2016: Baht 5,284 million).
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13 Intangible assets

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

Software
Software Golf under
licences Membership installation Total
(in thousand Baht)

Cost
At 1 January 2016 47,863 240 - 48,103
Transfer out (25) - - (25)
At 31 December 2016 and

1 January 2017 47,838 240 - 48,078
Addition 446 - 5,409 5,855
At 31 December 2017 48,284 240 5,409 53,933
Amortisation
At 1 January 2016 (42,558) - - (42,558)
Amortisation for the year (960) - - (960)
At 31 December 2016 and

1 January 2017 (43,518) - - (43,518)
Amortisation for the year (966) - - (966)
At 31 December 2017 (44,484) - - (44,484)
Net book value
At 1 January 2016 5,305 240 - 5,545
At 31 December 2016 and

1 January 2017 4,320 240 - 4,560

At 31 December 2017 3,800 240 5,409 9,449




14 Deferred tax

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

Current investments

Trade account receivables
Inventories

Property, plant and equipment
Provisions for employee benefit

Other accounts payable - provision for
goods returned
Loss carry forward

Total
Set off of tax
Net deferred tax assets (liabilities)

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

Assets Liabilities Net
2017 2016 2017 2016 2017 2016
(in thousand Baht)
- 75 (923) - (923) 75
836 860 - - 836 860
62,299 35,334 - - 62,299 35,334
9,771 9,230 (87,950) (97,437) (78,179) (88,207)
21,532 17,075 - - 21,532 17,075
7,049 - - - 7,049 -
- 34,863 - - - 34,863
101,487 97,437 (88,873) (97,437) 12,614 -
(9,771) (9,230) 9,771 9,230 - -
91,716 88,207 (79,102) (88,207) 12,614 -
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Movements in total deferred tax assets and liabilities during the year were as follows:

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

(Charged) / Credited to:
At Other At
1 January Profit or comprehensive 31 December
2017 loss income 2017
(Note 26)
(in thousand Baht)

Deferred tax assets
Current investments 75 - (75) -
Trade accounts receivable 860 24) - 836
Inventories 35,334 26,965 - 62,299
Property, plant and equipment 9,230 541 - 9,771
Provisions for employee benefit 17,075 1,776 2,681 21,532
Other account payables -

provision for goods returned - 7,049 - 7,049
Loss carry forward 34,863 (34,863) - -
Total 97,437 1,444 2,606 101,487
Deferred tax liabilities
Current investments - (923) - (923)
Property, plant and equipment (97,437) 9,487 - (87,950)
Total (97,437) 8,564 - (88,873)
Net - 10,008 2,606 12,614

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

(Charged) / Credited to:
At1l Other At 31
January Profit or comprehensive December
2016 loss income 2016
(Note 26)
(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 8,599 - 9,230
Employee benefit obligations 2,904 14,171 - 17,075
Loss carry forward 61,349 (26,486) - 34,863
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 -
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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
2017 2016
(in thousand Baht)
Tax losses - 688,977

Total - 688,977

During 2017, the Company utilised outstanding tax loss carry forward in full to off-set against tax
obligations under the Advance Pricing Agreement (“APA”) between the Company and the parent
company with the Revenue Department.

15 Trade accounts payable

Financial statements in
which the equity

method is applied/
Separate financial statements
Note 2017 2016
(in thousand Baht)
Related parties 4 3,255,427 2,162,630
Other parties 226,066 374,372
Total 3,481,493 2,537,002

16 Other accounts payable

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

Note 2017 2016

(in thousand Baht)
Related parties 4
Accrued operating expense 149 288
Others 6,723 1,709

6,872 1,997

Other parties
Provision for goods returned 59,561 23,379
Accrued operating expenses 59,397 13,544
Advance received from customers 16,208 2,578
Payable on purchase of property, plant, and equipment 13,645 2,965
Accured bonus 13,490 2,369
Accrued transportation expense 12,902 7,479
Accrued commission 2,497 4,388
Others 25,911 20,064

203,611 76,766

Total 210,483 78,763

187
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17 Provisions for employee benefit

Financial statements in
which the equity

method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
Statement of financial position obligations
Provisions for:
Post-employment benefits - Defined benefit plan 84,507 65,773
Other long-term employee benefits 23,154 19,601
Total 107,661 85,374
Year ended 31 December
Statement of comprehensive income:
Recognised in profit or loss:
Post-employment benefits - Defined benefit plan 6,868 6,471
Other long-term employee benefits 5,484 2,190
Total 12,352 8,661
Recognised in other comprehensive income:
Actuarial losses recognised in the year 13,405 -
Cumulative actuarial losses recognised 13,405 -

Post-employment benefits — Defined benefit plan
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 and interest
rate risk.

Movement in the present value of the defined benefit obligations.

Financial statements in
which the equity

method is applied/
Separate financial statements
Note 2017 2016
(in thousand Baht)
At 1 January 65,773 59,498
Include in profit or loss: 24
Current service cost 4,573 4,402
Interest on obligation 2,295 2,069
6,368 6,471

Included in other comprehensive income
Actuarial loss 13,405 -
13,405 -
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Financial statements in
which the equity

method is applied/
Separate financial statements
Note 2017 2016

(in thousand Baht)
Other
Benefit paid (1,539) (196)

(1,539) (196)
31 December 84,507 65,773

Actuarial losses recognised in other comprehensive income arising from:

Financial statements in
which the equity

method is applied/
Separate financial statements
2017 2016

(in thousand Baht)
Demographic assumptions 1,783 -
Financial assumptions 6,340 -
Experience adjustment 5,282 -
Total 13,405 -

Other long-term employee benefits
Movement in the present value of the other long-term employee benefits.

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

Note 2017 2016

(in thousand Baht)
At 1 January 19,601 18,885
Include in profit or loss: 24
Current service cost 2,634 1,535
Interest on obligation 664 655
Actuarial loss 2,186 -

5,484 2,190

Other
Benefit paid (1,931) (1,474)

(1,931) (1,474)

At 31 December 23,154 19,601
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Actuarial losses recognised in profit or loss arising from:

Financial statements in
which the equity

method is applied/
Separate financial statements
2017 2016

(in thousand Baht)
Demographic assumptions 178 -
Financial assumptions 2,065 -
Experience adjustment (57) -
Total 2,186 -

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
2017 2016
(%)
Discount rate 2.75 3.50
Future salary growth 5.00 5.00
Gold price inflation rate 3.00 3.00

Assumptions regarding future mortality have been based on published statistics and mortality tables.

At 31 December 2017, the weighted-average duration of the defined benefit obligation was 10 years
(2016 : 10 years).

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.

Financial statements in

which the equity
method is applied/
Separate financial statements

(in thousand Baht)
Post-employment benefits — Defined benefit plan
At 31 December 2017 Increase Decrease
Discount rate (0.5% movement) (4,299) 4,622
Future salary growth (1% movement) 10,175 (8,937)
At 31 December 2016 Increase Decrease
Discount rate (0.5% movement) (3,382) 3,634

Future salary growth (1% movement) 9,537 (8,259)
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18

Financial statements in

which the equity
method is applied/
Separate financial statements
(in thousand Baht)
Other long-term employee benefits
At 31 December 2017 Increase Decrease
Discount rate (0.5% movement) (690) 731
At 31 December 2016 Increase Decrease
Discount rate (0.5% movement) (1,460) 215

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.

Share capital
Par value 2017 2016
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.
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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.

Movements in reserves

Movements in reserves are shown in the statements of changes in equity.

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 2017 and 2016 are the following;

Financial statements in

which the equity Separate
method is applied financial statements
2017 2016 2017 2016
(in thousand Baht)
Revenue by geographical location
Local 11,384,862 10,023,036 11,384,862 10,023,036
Export 4,089,839 3,686,836 4,089,839 3,686,836

Total 15,474,701 13,709,872 15,474,701 13,709,872




Annual Report 2017 193
POSCO-Thainox Public Company Limited

Financial statements in

which the equity Separate
method is applied financial statements
2017 2016 2017 2016
(in thousand Baht) ’
Profit (loss) before income tax
expense by geographical
location
Local 540,811 699,294 540,811 699,294
Export (54,326) (164,298) (54,326) (164,298)
Total 486,485 . 534,996 486,485 534,996
Unallocated revenues 107,352 47,311 107,352 47311
Unallocated expenses (94,380) (191) (94,380) (191)
Share of profit of investment in an
associate 3,908 7,041 - -
Profit before income tax expense 503,365 589,157 499,457 582,116

The Company had loss from segment of export for the year ended 31 December 2017 and 2016 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.

Major customer

Revenues from two customers of the Company represent approximately Baht 4,049 million
(2016: Baht 1,322 million) of the Company’s total revenues.

21 Other income

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

2017 2016
(in thousand Baht)
Interest income 13,486 13,417
Gain on disposal of current investments 9,502 12,445
Fair value adjustment of trading securities 5,008 745
Gain on disposal of property, plant and equipment - 747
Others 11,781 9,312

Total 39,777 36,666
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Distribution costs

Transportation expenses
Travelling expenses
Entertainment expenses
Commission expenses
Insurance expenses
Others

Total

Administrative expenses

Employee benefits expenses
Service fee

Repair expense

Depreciation and amortisation
Rental expenses

Donations

Others

Total

Employee benefit expenses

Wages salaries and bonus

Welfare

Defined benefit plans

Other long-term employee benefits
Others

Total

Annual Report 2017
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Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
167,688 159,027
10,746 9,450
7,714 7,888
7,462 11,252
5,138 5,012
3,989 1,697
202,737 194,326

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

2017 2016
(in thousand Baht)
230,160 214,667
38,953 33,603
20,841 17,702
14,135 14,305
10,944 10,741
6,622 11,285
13,895 11,502
335,550 313,805

Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016
(in thousand Baht)
418,552 397,479
85,344 75,956
6,868 6,471
5,484 2,190
4,670 7,488
520,918 489,584




Annual Report 2017 195

POSCO-Thainox Public Company Limited

25

26

Defined benefit plan

Details of defined benefit plans is given in note 17.

Defined contribution plan

The defined contribution plan comprise provident fund established by the Company for its employees.
Membership to the fund is on a voluntary basis. Contribution is made monthly by the employees at
rates ranging from 4% to 6% of their basic salaries and by the Company at rates ranging from 6% to
8% of the employees’ basic salaries. The provident fund 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
2017 2016
(in thousand Baht)
Included in cost of sales of goods and rendering of services:
Changes in inventories of finished goods and work in progress (277,207) 322,653
Raw materials and consumables used 13,508,968 11,594,840
Depreciation and amortisation 367,603 363,333
Employee benefit expenses 290,758 274,917
Included in distribution cost:
Transportation expenses 167,688 159,027
Commission expenses 7,461 11,252
Included in administrative expenses:
Employee benefit expenses 230,160 214,667
Depreciation and amortisation 14,135 14,305

Tax expense
Income tax recognised in profit or loss

Financial statements in

which the equity

method is applied/
Separate financial statements
Note 2017 2016
(in thousand Baht)
Current tax expense

Current year 162,223 -
Adjustment for prior years 35,089 -
197,312 -
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Deferred tax expense
Movements in temporary differences
Total income tax expense
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Financial statements in
which the equity
method is applied/
Separate financial statements
Note 2017 2016
(in thousand Baht)

14 (10,008) 187
187,304 187

Income tax recognised in other comprehensive income

Financial statements in which the equity method is applied/

Separate financial statements

2017 2016
Tax Tax
(expense) Net of Before (expense) Net of
benefit tax tax benefit tax
(in thousand Baht)
75 (303) (936) 187 (749)

(2,681) 10,724 - -

Before
tax
Available-for-sale
financial assets (378)
Defined benefit plan
- actuarial loss 13,405
Total 13,027

(2,606) 10,421 (936) 187 (749)

Reconciliation of effective tax rate

Profit before income tax expense

Income tax using the Thai corporation
tax rate

Associate’s results net of tax

Income not subject to tax

Expenses not deductible for tax purposes

Recognition of previously unrecognised
tax losses

Under provided in prior years

Total

Financial statements in which the equity

method is applied
2017 2016
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)
503,365 589,157
20 100,673 20 117,831
(782) (1,408)
(1,328) (673)
25,051 1,562
(50,597) (117,125)
114,287 -

37.21 187,304 0.03 187
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Separate financial statements

2017 2016
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)
Profit before income tax expense 499,457 582,116
Income tax using the Thai corporation
tax rate 20 99,891 20 116,423
Income not subject to tax (1,328) (673)
Expenses not deductible for tax purposes 25,051 1,562
Recognition of previously unrecognised
tax losses (50,597) (117,125)
Under provided in prior years 114,287 -
Total 37.50 187,304 0.03 187

Income tax reduction

Revenue Code Amendment Act No. 42 B.E. 2559 dated 3 March 2017 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.

Tax penalty and surcharges

During 2017, the Company agreed with the Revenue Department for its Advance Pricing Agreement
(“APA”) between the Company and its parent company. As the result, the Company recognised
additional income tax for prior years of Baht 114.29 million and tax penalty and surcharges of Baht
93.21 million in profit or loss.

Basic earnings per share
The calculations of basic earnings per share for the years ended 31 December 2017 and 2016 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
2017 2016 2017 2016

(in thousand Baht / thousand shares)
Profit attributable to ordinary
shareholders of the Company (basic) 316,061 588,970 312,153 581,929

197

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

Earnings per share (basic) (in Baht) 0.04 0.08 0.04 0.07

Dividend

At the annual general meeting of the shareholders of the Company held on 21 April 2017, the
shareholders approved the payment of dividends for the year ended 31 December 2016 of Baht 0.0495
per share totaling Baht 385.89 million. The dividends was paid to shareholders in May 2017.

At the annual general meeting of the sharcholders of the Company held on 21 April 2016, the
shareholders approved the payment of dividends for the year ended 31 December 2015 of Baht 0.0135
per share totaling Baht 105.24 million. The dividends was paid to shareholders in 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 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
2017 2016
(in thousand Baht)

United States Dollars
Cash and cash equivalents 521,455 804,372
Trade accounts receivable 323,986 221,206
Other accounts receivable 36,350 42,685
Trade accounts payable (1,632,863) (583,962)
Other accounts payable (10,732) (2,048)
Gross balance sheet exposure (761,804) 482,253
Estimated forecast sales 61,941 132,214
Estimated forecast purchases (2,357,953) (62,583)

Gross exposure (3,057,816) 551,884
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Financial statements in

which the equity
method is applied/
Separate financial statements
2017 2016

(in thousand Baht)
Euro
Trade accounts payable (4,201) (2,811)
Other accounts payable - (997)
Gross balance sheet exposure (4,201) (3,808)
Estimated forecast purchases (54,050) (19,379)
Gross exposure (58,251) (23,187)
Great British Pound (GBP)
Trade accounts payable - 9
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 2017
Financial assets/Financial

liabilities measured at fair value
Investment in mutual fund

- held for trading 2,135,016 - 2,135,016 - 2,135,016
Debt securities - held for trading 6,019 - 6,019 - 6,019

31 December 2016
Financial assets/Financial
liabilities measured at fair value
Investment in mutual fund
- available for sale 411,745 - 411,745 - 411,745
Debt securities - available for sale 368,302 - 368,302 - 368,302
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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.

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 as at 31 December 2017
and 2016 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
2017 2016
(in thousand Baht)
Capital commitments
Plant and equipment 42,194 44,888
Future minimum lease payments under non-cancellable
operating leases commitment
Within one year 19,269 17,556
After one year but within five years 13,734 5,238
Total 33,003 22,794
Other commitments
Unnegotiated letters of credits for goods and supplies 112,533 214,144
Purchase orders for goods and supplies 2,507,061 1,497,369
Bank guarantees 2,508 1,680
Total 2,622,102 1,713,193

As at 31 December 2017, 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 2018
to 2021.
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Contingent liabilities
As at 31 December 2017 and 2016 the Company has court cases as follows:
Sale land and other core assets case

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.

On 27 September 2017, the Appeal Court rendered the judgment again in favor of the Company and
entirely rejected the appealing application of the Plaintiff. Later, on 28 November 2017, the Plaintiff
filed an appeal to the Supreme Court against the judgment of 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.

Employment termination cases

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.

In 2017, one of the case was judged by the Supreme Court. The Supreme Court judged that the
Company has to pay compensation and surcharge totaling of Baht 1.2 million to the employee which
was paid on 29 June 2017. Accordingly, the Company recognised the expense for this case of Baht
1.2 million in profit or loss for the year ended 31 December 2017.

As at 31 December 2017, the Company has a pending employment termination case in the amount of
approximately Baht 3.7 million. The case is 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.

32 Event after the reporting period

At the board of directors meeting of the Company held on 15 February 2018, the board of directors
approved to propose the appropriation of dividend for the year ended 31 December 2017 of Baht
0.0266 per share, amounting to Baht 207.37 million and appropriation of legal reserve of Baht 16
million to the annual general meeting of the shareholders which will be held in April 2018.
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