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MESSAGE FROM CHAIRMAN OF THE BOARD/PRESIDENT

Dear our valued shareholders,

The year-long COVID-19 pandemic has driven global and
Thai economies into a severe crisis. Although Thailand
has been notably successful in controlling the first wave
of infections, a resurgence of COVID-19 infections towards
the end of the year could pose heightened risk. The Thai
economy is affected heavily. However, the effectiveness
in controlling the first outbreak within the country and the
sound external stability in terms of current account surplus
and high foreign reserves influenced speculative capital
inflows from abroad, causing the baht to strengthen strongly
through the 4Q20.

The coronavirus has brought about many changes to the
economic and social structures. Even though the 1H20
company faced the difficult situation, but in the 2H20, we
tried to sustain it. Also, the company has improved factory
and environment. Therefore, | believe that when the situation
gets better, our performance will get better as well.

Innovation and Growth are key for POSCO group, as
a global corporate, | focus on four key initiatives this year

1. Safety and Healthy workplace

2. Leading position in the steel Industry by establishing
a highly quality, high productivity a create a shared
value with our partners companies

3. Create social value; strengthen our corporate citizenship
by raising public awareness of the environment such as
think green and waste water reduction.

4. Innovative organization culture.

On behalf of Posco-Thainox Public Company Limited,
| would like to thank all shareholders, customers, and
business partners who have always supported the company.
Also, I would like to thank the Board of Directors, executives
as well as all employees who have dedicated their efforts
to the company to meet the goal.
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e Master degree of Ferrous Technology,
Pohang University of Science and
Technology, Republic of Korea

e Bachelor degree of Metallurgy, Hanyang

University, Republic of Korea
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POSCO

2558 - 2561 Department Manager,
STS Rolling Department

POSCO VST

2554 - 2558 Chief Technology Officer

POSCO

2547 - 2554 Team Leader,

STS Rolling Department
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: Mr. Kyoungjin Rhee
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: » Master degree in International

Relations, Seoul National University,

Republic of Korea

: o Bachelor degree in International

Relations, Seoul National University,
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Marketing Division Leader

2558 Managing director,
Marketing & GA Division
- POSCO
2556 Group Leader,
: STS Strategy Group,
STS Division
Team Leader,

STS Strategy Group,
STS Division
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e Accounting, Dongguk University,
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Group Leader,
Stainless Steel Rolling

Material Sales Group

Team Leader,

Stainless Steel Rolling
: Material Sales Group
| 2565 - 2557 Team Leader,

Stainless Steel Global
Integrated Marketing
Group
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e Master of Business Administration,
The University of Manchester,
United Kingdom

* Mechanical Engineering,
Pusan National University,
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Downstream Steel

Business Development

2559 - 2562 Overseas Steel Business
Development. M&A

2557 - 2559 Upstream Steel
Business Management

2556 - 2557 Steel Business Planning

& Strategy
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: e Juris Doctor Degree, Kobe University,

Japan

¢ Bachelor Degree Law, Hitotsubashi

University, Japan
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Manager, Corporate
Planning Dept.,
Corporate Planning Div.
Corporate Planning Dept.,
Corporate Planning Div.
Coil & Sheet Products
Dept., Coil & Sheet
Products Marketing &
Sales Div.

Raw Material Dept.,
Raw Materials &

Purchasing Div.
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e MA. Economic, Middle Tennessee State

University, United State of America
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ALAULAATALEULTZINNNDSSAN (Cold-Rolled Ferritic Stainless Steel)
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N1FARNALAZNITHUITL
Marketing and Competition

NZNTUASTY
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Stainless and heat-resisting melt shop steel production (‘000 Metric Ton)

Quarter +/- % 9 Months

Q1/2020  Q2/2020 Q3/2020  g-o-q 2019 2020 y-0-y
Europe 1,790 1,341 1414 -5% 5233 4,545 -13%
USA 627 450 499 -25% 2,020 1,576 -22%
China 5,989 7,455 8,496 4% 22,489 21,940 -2%
Asia w/o China and S. Korea 1,886 1,080 1,627 -18% 5,879 4,593 -22%
Others 1,322 1215 1,520 7% 4,187 4,057 -3%

Others: Brazil, Indonesia, Russia, S. Africa, S. Korea

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

55000 50.730 52.218

48.081
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2013 2014 2015 2016 2017 2018 2019

¥ Eurcpe Wusa WMchina [ Asia without China and Korea B others

Ofthers: Brazil, Indonesia, Russia, S. Africa, S. Korea Source: International Stainless Steel Forum (ISSF)
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Wolrd Bank Nickel Price Forecast
s Nominal US Dollars ($/Mt)
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Source: World Bank
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History and Competition
Compound annual growth rate of world stainless melt shop production
(slab/ingot equivalent):1950 — 2019 (in Mt)

52.2Mt
(2019)

Compound annual growth: 5.80%

Million metric tonnes (Mt)

1950

» 2019

Source: International Stainless Steel Forum (ISSF)
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il 522 anusiulull 2562 F9AmTluSasay 5.8

Regional share of stainless steel production

Others

13.5% Others
10.6%

Eurcpe USA
34.8% 5.0%
China
12.9%
China Asia without
56.3% China and Korea
15.1%
asr'a without USA
China and Korea 9.7%

29.7%

Source: International Stainless Steel Forum (ISSF)
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Apparent Steel Use 2009 to 2019

Apparent steel use (finished steel products) Apparent steel use (finished steel products)
World total: 1 153 million tonnes World total: 1 767 million tonnes
Other Europe

Others comprise: Others comprise:
Africa 2.8% Central and South America 3.0% Africa 21% Central and South America 2.4 %
Middle East 40% Australia and New Zealand 0.5% Middle East 2.8% Australia and New Zealand 0.4%

Source: World Steel in Figures 2020
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Top steel-producing companies 2020 crude steel production

1 ArcelorMittal (1) 96.5
2 China Baowu Group (2) 67.5
3 Nippon Steel Corporation (3) 49.3
4 HBIS Group (4) 46.9
s eoscO . am
6 Shagang Group 40.7
7 Ansteel Group 37.4
8 JFE Steel Corportation 29.2
9 Jianlong Group 27.9
10 Shougang Group 27.4

Note: (1) Includes shares in AM/NS India and China Oriental
(2) Includes tonnage of Maanshan Steel and Chongging Steel
(3) Includes tonnage of Nippon Steel Stainless Steel Corporation, Sanyo Special Steel, Ovako AB, and shares in AM/NS India and USIMINAS
(4) Includes tonnage of Serbia Iron & Steel d.o.0. Beograd and MAKSTIL A.D. in Macedonia
(6) Combined tonnage of Mobarrakeh Steel, Esfahan Steel, Khuzestan Steel and NISCO.
Notes on company ownership and fonnage calculations:
For worldsteel members, the data was sourced from their official tonnage declarations. For Chinese companies, the official CISA tonnage
publication was used,unless especially noted. Figures represent consolidated tonnage ending 31 December 2020, including interests in subsidiaries
and joint ventures.

Source: World Steel Association
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Compound annual growth rate of major metals (%/year): 1980 - 2019

Stainless Steel: 5.3

|
| Average: 2.56%
|
|

Lead: 2.00%

Copper: 2.58

Zinc: 2.05%

Aluminium: 3.71%

Carbon Steel: 2.49%

Source: International Stainless Steel Forum (ISSF)
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Relevant rule and regulation about cold-rolled stainless steel in Thailand
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Shareholders and Management Structure
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geviulvioraetiding 9auau 10 eusn o Tuin 1 quAUE 2664 Hsraunuanaliil

Ao snaviuselng U faeay

1 POSCO Co., Ltd.* 4,685,798,319 60.11
2 POSCO, LTD.* 1,005,107,272 12.89
3 UEIRANTY NUNAFT 789,570,000 10.13
4 THE HONGKONG AND SHANGHAI BANKING CORPORATION 348,225,600 4.47
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Audit Committee Report 2020

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 2020, 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 4 times which can be
summarized as follows:

'| The Audit Committee has quarterly and yearly reviewed the company’s financial statements by the
equity method and the separate financial statement 2020 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 2020.
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 2020 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 for improvement &
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.

Mr. Man Jae Lee
Chairman of the Audit Committee
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Report of the Board of Directors’ Responsibility on the
Company’s Financial Statements

The Board of Directors is responsible for the Company’s consolidated financial statements and any
financial information disclosed in the Company’s annual report. Such financial statements were prepared
in accordance with the general acceptance-accounting standard in Thailand with appropriated financial
policy. The reports were carefully considered and prepared with sufficient information in the notes to the
financial statements and were generally practiced.

The Board of Directors also set out and maintained for the efficient internal control system to obtain
reasonable assurance that the financial information had been booked in proper way and completely enough
to maintain the Company’s assets and be aware of weak point in order to prevent whether from any
dishonesty or significant error.

The Board of Directors had appointed the Audit Committee of which comprised 3 independent directors
with qualification according to SET/SEC regulations and natification for being the audit committee’s
members to be responsible for the quality of the financial statements and the internal control system. The
opinion of the Audit Committee has already been disclosed in the annual report.

The Company’s consolidated financial statements have been audited by KPMG Phoomchai Audit Co.,
Ltd with full support from the Board of Directors. So that, the auditor could audit and provide their opinions
in accordance with the accounting standard and such opinion has been disclosed in the Company’s annual
report.

The Board of Directors satisfied that the Company’s internal control system was sufficient to obtain
reasonable assurance in the Company’s consolidated financial statements as of December 31, 2020 which
was accurate and compiled to the accounting standard and related law and regulations.

il

(Mr. Youngchul Kwon)

Chairman of the Board/President
POSCO-Thainox Public Company Limited
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Independent Auditor’s Report
To the Shareholders of POSCO-Thainox Public Company Limited

Opinion

I'have audited the financial statements in which the equity method is applied and separate financial statements
of POSCO-Thainox Public Company Limited (the “Company), which comprise the statement of financial
position in which the equity method is applied and separate statement of financial position a$ at
31 December 2020, the related statements of comprehensive incomé, 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 2020 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 andit
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 4(g) and 9 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 following:
the financial statements at the lower of cost and net
realisable value. The Company’s main inventory is | * obtaining an understanding of the net realisable value
stainless-steel which can be subject to price | of inventories process through inquiry of the Company’s
volatility depending on the demand and supply in | management directly responsible in this area, evaluating
the global market. As a result there is a risk that the | the design of internal control process and performing
carrying value of inventories may exceed its net | sampling test of implementation as well as operating
realisable value, this is focus area in my audit. effectiveness of controls;

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

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

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

Other 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.

When I read the annual report, if I conclude that there is a material misstatement therein, I am required to
communicate the matter to those charged with governance and request that the correction be made.
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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 frand 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.

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

s\

(Banthit Tangpakorn)
Certified Public Accountant
Registration No. 8509

KPMG Phoomchai Audit Ltd.
Bangkok
19 February 2021



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

Inventories

Other current assets

Total current assets

Non-current assets

Investment in an associate
Receivables under debt restructuring
Property, plant and equipment
Right-of-use assets

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

25
5725

8 25

10
8 25
11
12

22

Financial statements in

which the equity method

is applied

31 December

2020

1,054,328,925

2019

(in Baht)

1,142,017,550

sa91ulszanil 2563
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Separate

financial statements

31 December

2020

1,054,328,925

2019

1,142,017,550

17,267,382 697,589,253 17,267,382 697,589,253
3,200,063,310 2,217,038,014 3,200,063,310 2,217,038,014
4,048,703 6,234,246 4,048,703 6,234,246
19,231,869 47,969,948 19,231,869 47,969,948
3,162,619,227 3,876,755,713 3,162,619,227 3,876,755,713
116,692,652 294,714,337 116,692,652 294,714,337
7,574,252,068 8,282,319,061 7,574,252,068 8,282,319,061
48,268,535 46,626,677 4,900,000 4,900,000
2,200,331 10,322,726 2,200,331 10,322,726
3,148,162,472 3,229,066,671 3,148,162,472 3,229,066,671
40,622,923 - 40,622,923 -
10,757,944 12,183,489 10,757,944 12,183,489
26,576,430 2,405,793 26,576,430 2,405,793
55,418,180 53,897,762 55,418,180 53,897,762
3,332,006,815 3,354,503,118 3,288,638,280 3,312,776,441
10,906,258,883 11,636,822,179 10,862,890,348 11,595,095,502

165
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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 2020 2019 2020 2019
(in Baht)

Current liabilities
Trade accounts payable 5,25 1,525,704,896 2,269,989,154 1,525,704,896 2,269,989,154
Other accounts payable 5,13 208,510,588 229,186,282 208,510,588 229,186,282
Current portion of lease liabilities 12,25 19,758,137 - 19,758,137 -
Current income tax payable 12,199,432 11,017,191 12,199,432 11,017,191
Total current liabilities 1,766,173,053 2,510,192,627 1,766,173,053 2,510,192,627
Non-current liabilities
Lease liabilities 12,25 21,050,468 - 21,050,468 -
Provisions for employee benefits 14 192,143,451 172,173,501 192,143,451 172,173,501
Total non-current liabilities 213,193,919 172,173,501 213,193,919 172,173,501
Total liabilities 1,979,366,972 2,682,366,128 1,979,366,972 2,682,366,128
Equity
Share capital :

Authorised share capital

(7,795,709,100 ordinary shares,

par value at Baht 1 per share) 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 ordinary shares,

par value at Baht 1 per share) 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 15 514,056,069 514,056,069 514,056,069 514,056,069

Unappropriated 284,995,478 312,559,618 241,626,943 270,832,941
Total equity 8,926,891,911 8,954,456,051 8,883,523,376 8,912,729,374

Total liabilities and equity

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

10,906,258,883

11,636,822,179

10,862,890,348

11,595,095,502




POSCO-Thainox Public Company Limited

Statement of comprehensive income

Financial statements in

which the equity method

is applied

Year ended 31 December

sa91ulszanil 2563
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Separate

167

financial statements

Year ended 31 December

Note 2020 2019 2020 2019
(in Baht)

Revenue
Revenue from sale of goods and

rendering of services 5,16 13,177,517,744 14,404,544,322 13,177,517,744 14,404,544,322
Net foreign exchange gain 21,814,564 70,562,984 21,814,564 70,562,984
Other income 17 17,127,580 75,195,964 17,127,580 75,195,964
Total revenue 13,216,459,888 14,550,303,270 13,216,459,888 14,550,303,270
Expenses
Cost of sales of goods and rendering of services 59 12,764,346,903 13,974,511,332 12,764,346,903 13,974,511,332
Distribution costs 18 122,788,977 156,282,490 122,788,977 156,282,490
Administrative expenses 5,19 355,986,763 471,291,726 355,986,763 471,291,726
Total expenses 13,243,122,643 14,602,085,548 13,243,122,643 14,602,085,548
Loss from operating activities (26,662,755) (51,782,278) (26,662,755) (51,782,278)
Finance costs (1,094,914) (736,389) (1,094,914) (736,389)
Share of profit of an associate

accounted for using equity method 10 1,641,858 1,898,457 - -
Loss before tax expenses (26,115,811) (50,620,210) (27,757,669) (52,518,667)
Tax income 22 (8,682,993) (13,958,669) (8,682,993) (13,958,669)
Loss for the year (17,432,818) (36,661,541) (19,074,676) (38,559,998)
Other comprehensive income (expense)
Item that will not be reclassified to profit or loss
Loss on remeasurements of defined benefit plans 14 (4,464,153) (17,154,434) (4,464,153) (17,154,434)
Income tax relating to items that will not be reclassified 22 892,831 3,430,887 892,831 3,430,887
Total item that will not be reclassified to

profit or loss (3,571,322) (13,723,547) (3,571,322) (13,723,547)
Other comprehensive expense for the year,

net of tax (3,571,322) (13,723,547) (3,571,322) (13,723,547)
Total comprehensive expense for the year (21,004,140) (50,385,088) (22,645,998) (52,283,545)
Basic losses per share 23 (0.0022) (0.0047) (0.0024) (0.0049)

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

Statement of cash flows

Financial statements in

which the equity method Separate
is applied financial statements
Year ended 31 December Year ended 31 December
2020 2019 2020 2019
(in Baht)

Cash flows from operating activities
Loss for the year (17,432,818) (36,661,541) (19,074,676) (38,559,998)
Adjustments to reconcile profit to cash receipts (payments)
Tax income (8,682,993) (13,958,669) (8,682,993) (13,958,669)
Finance costs 1,094,914 736,389 1,094,914 736,389
Depreciation and amortisation 439,795,366 403,433,092 439,795,366 403,433,092
Provisions for employee benefits 23,793,394 44,947,357 23,793,394 44,947,357
Reversal of provision for goods returned (1,372,912) (25,789,398) (1,372,912) (25,789,398)
Unrealised (gain) loss on exchange rates (95,503,377) 5,073,478 (95,503,377) 5,073,478
(Gain) loss on fair value adjustment of current investments 4,294,409 (3,189,253) 4,294,409 (3,189,253)
Gain on disposals of current investments (758,328) (9,303,368) (758,328) (9,303,368)
Share of profit of an associate accounted for using equity method (1,641,858) (1,898,457) - -
Reversal of expected credit loss

(2019: bad and doubtful debt expense) (120,000) 90,313,947 (120,000) 90,313,947
Reversal of loss on devaluation of inventories (24,182,762) (35,071,398) (24,182,762) (35,071,398)
Loss from write-off property, plant and equipment 2,738,609 - 2,738,609 -
Loss on disposals of property, plant and equipment 2,316,161 6,185,920 2,316,161 6,185,920
Loss from write-off intangible assets - 13 - 13
Reversal of provisions for employment termination cases - (3,685,732) - (3,685,732)
Interest income (6,321,605) (42,920,669) (6,321,605) (42,920,669)

318,016,200 378,211,711 318,016,200 378,211,711

Changes in operating assets and liabilities
Trade accounts receivable (955,611,086) 64,813,059 (955,611,086) 64,813,059
Receivables under debt restructuring 2,107,938 1,557,957 2,107,938 1,557,957
Other accounts receivable 28,736,329 64,127,085 28,736,329 64,127,085
Inventories 738,319,248 (408,398,910) 738,319,248 (408,398,910)
Other current assets 178,021,685 26,940,777 178,021,685 26,940,777
Other non-current assets (1,520,418) (13,001,817) (1,520,418) (13,001,817)
Trade accounts payable (746,453,989) (756,300,960) (746,453,989) (756,800,960)
Other accounts payable (20,759,172) 55,914,549 (20,759,172) 55,914,549
Other current liabilities - (7,750) - (7,750)
Net cash generated used in operating activities (459,143,265) (586,644,299) (459,143,265) (586,644,299)
Provisions for employee benefits paid (8,287,597) (1,773,562) (8,287,597) (1,773,562)
Taxes paid (11,772,572) (21,692,958) (11,772,572) (21,692,958)
Net cash used in operating activities (479,203,434) (610,110,819) (479,203,434) (610,110,819)

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



POSCO-Thainox Public Company Limited

Statement of cash flows

Cash flows from investing activities

Decrease in short-term loans to related parties
Proceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment
Acquisition of intangible assets

Decrease in short-term deposits at financial institutions
Proceeds from sale of current investments

Acquisition of current investments

Proceeds from mutual funds closing

Interest received

Net cash from investing activities

Cash flows from financing activities
Payment of lease liabilities

Finance cost paid

Dividends paid to owners of the Company

Net cash used in financing activities

Net decrease in cash and cash equivalents,
before effect of exchange rate
Effect of exchange rate changes on
cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

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

Dividend payable

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

Financial statements in

which the equity method

is applied

Year ended 31 December

2020

1,371,452

(334,125,855)

2019

(in Baht)

50,000,000
1,042,341

(428,340,700)

sa91ulszanil 2563 -I 71
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Separate

financial statements

Year ended 31 December

2020

1,371,452

(334,125,855)

2019

50,000,000
1,042,341

(428,340,700)

(2,221,152) (160,899) (2,221,152) (160,899)
- 645,738,521 - 645,738,521
457,661,013 2,245,787,504 457,661,013 2,245,787,504
- (2,048,010,828) - (2,048,010,828)
219,124,777 - 219,124,777 -
6,321,605 28,489,821 6,321,605 28,489,821
348,131,840 494,545,760 348,131,840 494,545,760
(27,359,155) - (27,359,155) -
(1,094,914) (736,389) (1,094,914) (736,389)
- (446,099,524) - (446,099,524)
(28,454,069) (446,835,913) (28,454,069) (446,835,913)
(159,525,663) (562,400,972) (159,525,663) (562,400,972)
71,837,038 (7,606,531) 71,837,038 (7,606,531)

(87,688,625)

1,142,017,550

(570,007,503)

1,712,025,053

(87,688,625)

1,142,017,550

(570,007,503)

1,712,025,053

1,054,328,925 1,142,017,550 1,054,328,925 1,142,017,550
78,381,796 90,103,720 78,381,796 90,103,720
; 74,543 - 74,543
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Notes to the financial statements
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POSCO-Thainox Public Company Limited

Notes to the financial statements
For the year ended 31 December 2020

(@)

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 19 February 2021.

General information

POSCO-Thainox Public Company Limited, the “Company”, is incorporated in Thailand and was listed
on the Stock Exchange of Thailand in December 2004. The Company’s 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 parent company during the financial period was POSCO (74.56% 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 and applicable rules and
regulations of the Thai Securities and Exchange Commission.

New and revised TFRS are effective for annual accounting periods beginning on or after 1 January 2020.
The initial application of these new and revised TFRS has resulted in changes in certain of the
Company’s accounting policies.

The Company has initially applied TFRS - Financial instruments standards which comprise TFRS 9
Financial Instruments and relevant standards and interpretations and TFRS 16 Leases and disclosed
impact from changes to significant accounting policies in note 3

In addition, the Company has not early adopted a number of new and revised TFRS which are not yet
effective for the current period in preparing these financial statements. The company has assessed the
potential impact on the financial statement of these new and revised TFRS and expect that there will be
no material impact on the financial statements in this period of initial application.

173



1 7 ANNUAL REPORT 2020
POSCO-THAINOX PUBLIC COMPANY LIMITED

POSCO-Thainox Public Company Limited
Notes to the financial statements
For the year ended 31 December 2020

(b)  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.

(c)  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 the Company’s accounting policies.
Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are recognised prospectively.

(1) Judgements

Information about judgements made in applying accounting policies that have the most significant
effects on the amounts recognised in the financial statements is included in the following notes:

4(j)and 12 Leases:
- whether an arrangement contains a lease;

whether the Company is reasonably certain to exercise extension
options;
whether the Company exercise termination options;
whether the Company has transferred substantially all the risks and
rewards incidental to the ownership of the assets to lessees.

4(q) Revenue recognition:
whether performance obligations in a bundled sale of products and
services are capable of being distinct;
whether revenue from sales of products is recognised over time or at a
point in time;

(il) Assumptions and estimation uncertainties

Information about assumption and estimation uncertainties at 31 December 2020 that have a
significant risk of resulting in a material adjustments to the carrying amounts of assets and liabilities
in the next financial year is included in the following notes:

4(q) Revenue recognition: estimate of expected returns;

7, 8 and 25 Measurement of allowance for impairment of trade receivables, receivables
under debt restructuring and contract assets: key assumptions in
determining the weighted-average loss rate;

14 Measurement of defined benefit obligations: key actuarial assumptions; and

22 Recognition of deferred tax assets: availability of future taxable profit
against which deductible temporary differences and tax losses carried
forward can be utilised.
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POSCO-Thainox Public Company Limited
Notes to the financial statements
For the year ended 31 December 2020

3 Changes in accounting policies

From 1 January 2020, the Company has initially applied TFRS - Financial instruments standards and

TFRS 16.
Financial statements
in which the equity Separate financial
method is applied statements
Retained earnings - Retained earnings -
Impact on changes in accounting policy unappropriated unappropriated
Note (in thousand Baht)
At 31 December 2019 - as reported 312,560 270,833
Decrease due to:
Adoption of TFRS - Financial
instruments standards
Impairment losses on financial assets A(2) (8,200) (8,200)
Related tax 22 1,640 1,640
Adoption of TFRS 16 - net of tax B - -
Total impact of changes in accounting
policies (6,560) (6,560)
At 1 January 2020 306,000 264,273

A. TFRS - Financial instruments standards

The Company has adopted TFRS - Financial instruments standards by adjusting the cumulative
effects to retained earnings on 1 January 2020. Therefore, the Company did not adjust the
information presented for 2019. The disclosure requirements of TFRS for financial instruments have
not generally been applied to comparative information.

These TFRS - Financial instruments standards establish requirements related to definition,
recognition, measurement, impairment and derecognition of financial assets and financial liabilities,
including accounting for derivatives and hedge accounting. The details of accounting policies are
disclosed in note 4(d) and 4(k). The impact from adoption of TFRS - Financial instruments standards
are as follows:

(1) Classification and measurement of financial assets and financial liabilities

TFRS 9 contains three principal classification categories for financial assets: measured at
amortised cost, fair value through other comprehensive income (FVOCI) and fair value through
profit or loss (FVTPL). The classification is based on the cash flow characteristics of the
financial asset and the business model in which they are managed. However, the Company may,
at initial recognition, irrevocably designate a financial asset as measured at FVTPL. TFRS 9
eliminates the previous classification of held-to-maturity debt securities, available-for-sale
securities, trading securities and general investment as specified by TAS 105.

The Company made an assessment of classification - Financial assets under TFRS 9.
This adoption has no material effect on trade receivables, current investments and other
long-term investment.
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POSCO-Thainox Public Company Limited
Notes to the financial statements
For the year ended 31 December 2020

(2) Impairment - Financial assets and contract assets

TFRS 9 introduces forward-looking ‘expected credit loss’ (“ECL”) model whereas previously
the Company estimates allowance for doubtful account by analysing payment histories and
future expectation of customer payment. TFRS 9 requires considerable judgement about how
changes in economic factors affect ECLs, which will be determined on a probability-weighted
basis. The new impairment model applies to financial assets measured at amortised cost.

The Company has determined that the application of TFRS 9’s impairment requirements at
1 January 2020 results in an additional allowance for impairment loss as follows:

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

statements
(in thousand Baht)
Allowance for impairment losses at 31 December 2019

Allowance for doubtful debts - trade accounts receivables 3,941

Allowance for doubtful debts - receivables under debt restructuring 90,434
94,375

Additional impairment loss recognised at 1 January 2020 on:

- Receivables under debt restructuring 8,200

Allowance for impairment losses at 1 January 2020 102,575

The Company has opted to recognise the increase of impairment loss as an adjustment to
retained earnings as at 1 January 2020.

TFRS 16 Leases

From 1 January 2020, the Company has initially adopted TFRS 16 on contracts previously identified
as leases according to TAS 17 Leases and TFRIC 4 Determining whether an arrangement contains
a lease using the modified retrospective approach.

Previously, the Company, as a lessee, recognised payments made under operating leases in profit or
loss on a straight-line basis over the term of the lease. Under TFRS 16, the Company assesses
whether a contract is, or contains, a lease. If a contract contains lease and non-lease components,
the Company allocates the consideration in the contract based on stand-alone selling price
(transaction price). As at 1 January 2020, the Company recognised right-of-use assets and lease
liabilities, as a result, the nature of expenses related to those leases was changed because the
Company recognised depreciation of right-of-use assets and interest expense on lease liabilities.

On transition, the Company also elected to use the following practical expedients

- do not recognise right-of-use assets and lease liabilities for leases with less than 12 months of
lease term;

- do not recognise right-of-use assets and lease liabilities for leases of low-value assets;

- use hindsight when determining the lease term;

- apply a single discount rate to a portfolio of leases with similar characteristics;

- rely on previous assessments whether leases are onerous as an alternative to performing
an impairment review; and

- exclude initial direct costs from measuring the right-of-use asset.
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POSCO-Thainox Public Company Limited
Notes to the financial statements
For the year ended 31 December 2020

(@)

(b)

Financial statements
in which the equity

method is applied/

Separate financial
Impact from the adoption of TFRS 16 statements

(in thousand Baht)
At 1 January 2020
Increase in right-of-use assets 43,588
Increase in lease liabilities (43,588)

Financial statements

in which the equity

method is applied/

Separate financial
Measurement of lease liability statements

(in thousand Baht)
Operating lease commitment as disclosed at 31 December 2019 23,256
Discounted using the incremental borrowing rate at 1 January 2020 23,055
Recognition exemption for short-term leases (1,918)
Recognition exemption for leases of low-value assets (247)
Extension and termination options reasonably certain to be exercised 22,698
Lease liabilities recognised at 1 January 2020 43,588
Weighted-average incremental borrowing rate (% per annum) 1.62

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.

Investments in an associate

Investments in an associate and are measured at cost less allowance for impairment losses (if any).
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(¢)

(d)

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.
Financial instruments
Accounting policies applicable from 1 January 2020

(d.1) Recognition and initial measurement

Trade receivables, debt securities issued and trade payables are initially recognised when they are
originated. All other financial assets and financial liabilities are initially recognised when the
Company becomes a party to the contractual provisions of the instrument.

A financial asset and financial liability (unless it is a trade receivable without a significant financing
component or measured at FVTPL) is initially measured at fair value plus transaction costs that are
directly attributable to its acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price. A financial asset and a financial liability
measured at FVTPL are initially recognised at fair value.

(d.2) Classification and subsequent measurement

Financial assets - classification

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value to
other comphehensive income (FVOCI); or fair value to profit or loss (FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the Company
changes its business model for managing financial assets, in which case all affected financial assets
are reclassified prospectively from the reclassification date.

A financial asset is measured at amortised cost if it meets both of the following conditions and is

not designated as at FVTPL:
it is held within a business model whose objective is to hold assets to collect contractual
cashﬂows, and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions and is not

designated as at FVTPL:

- it is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.
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On initial recognition of an equity investment that is not held for trading, the Company may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This election
is made on an investment-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are
measured at FVTPL. This includes all derivative financial assets. On initial recognition, the
Company may irrevocably designate a financial asset that otherwise meets the requirements to be
measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces
an accounting mismatch that would otherwise arise.

Financial assets - business model assessment

The Company makes an assessment of the objective of a business model in which a financial asset
is held at a portfolio level because this best reflects the way the business is managed and
information is provided to management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice.
These include whether management’s strategy focuses on earning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets to the
duration of any related liabilities or expected cash outflows or realising cash flows through the
sale of the assets;

- how the performance of the portfolio is evaluated and reported to the Company’s management;

- the risks that affect the performance of the business model (and the financial assets held within
that business model) and how those risks are managed;

- how managers of the business are compensated - e.g. whether compensation is based on the fair
value of the assets managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons for such
sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are
not considered sales for this purpose, consistent with the Company’s continuing recognition of the
assets.

Financial assets that are held for trading or are managed and whose performance is evaluated on a
fair value basis are measured at FVTPL.

Financial assets - assessment whether contractual cash flows are solely payments of principal and
interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on
initial recognition. ‘Interest’ is defined as consideration for the time value of money and for the
credit risk associated with the principal amount outstanding during a particular period of time and
for other basic lending risks and costs (e.g. liquidity risk and administrative costs), as well as a
profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the

Company considers the contractual terms of the instrument. This includes assessing whether the

financial asset contains a contractual term that could change the timing or amount of contractual

cash flows such that it would not meet this condition. In making this assessment, the Company

considers:

- contingent events that would change the amount or timing of cash flows;

- terms that may adjust the contractual coupon rate, including variable-rate features; and

- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse
features).
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Financial assets - subsequent measurement and gains and losses

Financial assets These assets are subsequently measured at fair value. Net gains and losses,

at FVTPL including any interest or dividend income, are recognised in profit or
loss.

Financial assets These assets are subsequently measured at amortised cost using the

at amortised cost effective interest method. The amortised cost is reduced by impairment

losses. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain or loss on
derecognition is recognised in profit or loss.

Debt investments These assets are subsequently measured at fair value. Interest income,

at FVOCI calculated using the effective interest method, foreign exchange gains
and losses and impairment are recognised in profit or loss. Other net
gains and losses are recognised in OCI. On derecognition, gains and
losses accumulated in OCI are reclassified to profit or loss.

Financial liabilities - classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is
classified as at FVTPL if it is classified as held-for-trading. Financial liabilities at FVTPL are
measured at fair value and net gains and losses, including any interest expense, are recognised in
profit or loss. Other financial liabilities are subsequently measured at amortised cost using the
effective interest method. Interest expense and foreign exchange gains and losses are recognised in
profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.

(d.3) Derecognition

Financial assets

The Company derecognises a financial asset when the contractual rights to the cash flows from the
financial asset expire, or it transfers the rights to receive the contractual cash flows in a transaction
in which substantially all of the risks and rewards of ownership of the financial asset are transferred
or in which the Company neither transfers nor retains substantially all of the risks and rewards of
ownership and it does not retain control of the financial asset.

The Company enters into transactions whereby it transfers assets recognised in its statement of
financial position, but retains either all or substantially all of the risks and rewards of the transferred
assets. In these cases, the transferred assets are not derecognised.

Financial liabilities

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire. The Company also derecognises a financial liability when its terms are
modified and the cash flows of the modified liability are substantially different, in which case a
new financial liability based on the modified terms is recognised at fair value.

On derecognition of a financial liability, the difference between the carrying amount extinguished
and the consideration paid (including any non-cash assets transferred or liabilities assumed) is
recognised in profit or loss.
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(d.4) Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the statement of
financial position when, and only when, the Company currently has a legally enforceable right to
set off the amounts and it intends either to settle them on a net basis or to realise the asset and settle
the liability simultaneously.

Accounting policies applicable before 1 January 2020

Investments in other debt and equity securities

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

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

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

Equity securities which are not marketable are stated at cost less any impairment losses (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

(e) 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.
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Trade and other accounts receivable and contract assets

A receivable is recognised when the Company has an unconditional right to receive consideration.
If revenue has been recognised before Company has an unconditional right to receive consideration, the
amount is presented as a contract asset.

A receivable is measured at transaction price less allowance for expected credit loss (2019: allowance
for doubtful accounts) which is determined based on an analysis of payment histories and future
expectations of customer payments. Bad debts are written off when incurred.

Contract assets are measured at the amount of consideration that the Company is entitled to, less
impairment losses.

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.

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.

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.
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.
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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.

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 accumulated impairment losses (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

183
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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.

Leases
Accounting policies applicable from 1 January 2020

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. To assess
whether a contract conveys the right to control the use of an identified asset, the Company uses the
definition of a lease in TFRS 16.

As a lessee

At commencement or on modification of a contract that contains a lease component, the Company
allocates the consideration in the contract to each lease component on the basis of its relative stand-
alone prices. However, for the leases of property the Company has elected not to separate non-lease
components and account for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date except
for leases of low-value assets and short-term leases which is recognised as an expense on a straight-line
basis over the lease term

Right-of-use asset is measured at cost, less any accumulated depreciation and impairment loss, and
adjusted for any remeasurements of lease liability. The cost of right-of-use asset includes the initial
amount of the lease liability adjusted for any lease payments made at or before the commencement date,
plus any initial direct costs incurred and an estimate of restoration costs, less any lease incentives
received. Depreciation is charged to profit or loss on a straight-line method from the commencement
date to the end of the lease term, unless the lease transfers ownership of the underlying asset to the by
the end of the lease term or the cost of the right-of-use asset reflects that the Company will exercise a
purchase option. In that case the right-of-use asset will be depreciated over the useful life of the
underlying asset, which is determined on the same basis as those of property and equipment.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company’s incremental borrowing rate. The lease payments included fixed
payments less any lease incentive receivable, variable lease payments that depend on an index or a rate,
and amounts expected to be payable under a residual value guarantee. The lease payments also include
amount under purchase, extension or termination option if the Company is reasonably certain to exercise
option. Variable lease payments that do not depend on index or a rate are reconised as expenses in the
accounting period in which they are incurred.

The Company determines its incremental borrowing rate by obtaining interest rates from various
external financing sources and makes certain adjustments to reflect the terms of the lease and type of the
asset leased.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in lease term, change in lease payments, change in the estimate of the amount
expected to be payable under a residual value guarantee, or a change in the assessment of purchase,
extension or termination options. When the lease liability is remeasured, a corresponding adjustment is
made to the carrying amount of the right-of-use asset or is recorded in profit or loss if the carrying
amount of the right-of-use asset has been reduced to zero.
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Accounting policies applicable before 1 January 2020

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

Assets held under other leases were classified as operating leases and lease payments 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.

Impairment of financial assets
Accounting policies applicable from 1 January 2020

The Company recognises allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost (including cash and cash equivalents, trade accounts receivable, receivables under debt
restructuring and other accounts receivable).

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present
value of all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance
with the contract and the cash flows that the Company expects to receive). ECLs are discounted at the
effective interest rate of the financial asset.

ECLs are measured on either of the following bases:

- 12-month ECLs: these are losses that are expected to result from possible default events within the 12
months after the reporting date; or

- lifetime ECLs: these are losses that are expected to result from all possible default events over the
expected lives of a financial instrument.
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Loss allowances for trade accounts receivable and receivable under debt restructuring are always
measured at an amount equal to lifetime ECLs. ECLs on these financial assets are estimated using a
provision matrix based on the group’s historical credit loss experience, adjusted for factors that are
specific to the debtors and an assessment of both current and forecast general economic conditions at
the reporting date.

Loss allowances for all other financial instruments, the Company recognises ECLs equal to 12-month
ECLs unless there has been a significant increase in credit risk of the financial instrument since initial
recognition or credit-impaired financial assets, in which case the loss allowance is measured at an
amount equal to lifetime ECLs.

The maximum period considered when estimating ECLs is the maximum contractual period over which
the Company is exposed to credit risk.

The Company considers a financial asset to have low credit risk when its credit rating is equivalent to
the globally understood definition of ‘investment grade’.

The Company assumes that the credit risk on a financial asset has increased significantly if it is more
than 30 days past due, significant deterioration in financial instruments’s credit rating, significant
deterioration in the operating results of the debtor and existing or forecast changes in the technological,
market, economic or legal environment that have a significant adverse effect on the debtor’s ability to
meet its obligation to the Company.

The Company considers a financial asset to be in default when:

- the debtor is unlikely to pay its credit obligations to the Company in full, without recourse by the
Company to actions such as realising security (if any is held); or

- the financial asset is more than 90 days past due.

Depending on the nature of the financial instruments, the assessment of a significant increase in credit
risk is performed on either an individual basis or a collective basis. When the assessment is performed
on a collective basis, the financial instruments are grouped based on shared credit risk characteristics,
such as past due status and credit risk ratings.

ECLs are remeasured at each reporting date to reflect changes in the financial instrument’s credit risk
since initial recognition. Increased in loss allowance is recognised as an impairment loss in profit or
loss. Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of the assets.

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt
securities at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more events
that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.
Evidence of credit-impairment includes significant financial difficulty, a breach of contract such as more
than 90 days past due, probable the debtor will enter bankruptcy.

Write-off
The gross carrying amount of a financial asset is written off when the Company has no reasonable

expectations of recovering. Subsequent recoveries of an asset that was previously written off, are
recognised as a reversal of impairment in profit or loss in the period in which the recovery occurs.
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Accounting policies applicable before 1 January 2020

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.

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.
Reversal 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 of non-financial assets

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 or its cash-generating unit exceeds
its recoverable amount. The impairment loss is recognised in profit or loss unless it reverses a previous
revaluation credited to equity, in which case it is charged to equity.

Calculation of recoverable amount

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

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.

Contract liabilities

A contract liability is the obligation to transfer goods or services to the customer. A contract liability is
recognised when the Company receives or has an unconditional right to receive non-refundable
consideration from the customer before the Company recognises the related revenue.

Employee benefits
Defined contribution plans

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

Defined benefit plans

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

The calculation of defined benefit obligations is performed 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
other comprehensive income. 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.
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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.

(o) 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.

(p) Fair value measurement

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the
most advantageous market to which the Company has access at that date. The fair value of a liability
reflects its non-performance risk.

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.

When one is available, the Company measures the fair value of an instrument using the quoted price in
an active market for that instrument. A market is regarded as ‘active’ if transactions for the asset or
liability take place with sufficient frequency and volume to provide pricing information on an ongoing
basis.

If there is no quoted price in an active market, then the Company uses valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all of the factors that market participants would take into account in pricing a
transaction.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Company
measures assets and long positions at a bid price and liabilities and short positions at an ask price.

The best evidence of the fair value of a financial instrument on initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. If the Company determines
that the fair value on initial recognition differs from the transaction price and the fair value is evidenced
neither by a quoted price in an active market for an identical asset or liability nor based on a valuation
technique for which any unobservable inputs are judged to be insignificant in relation to the
measurement, then the financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value on initial recognition and the transaction price. Subsequently, that
difference is recognised in profit or loss on an appropriate basis over the life of the instrument but no
later than when the valuation is wholly supported by observable market data or the transaction is closed
out.
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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 1: quoted prices 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 or indirectly.

* Level 3: inputs for the asset or liability that are based on unobservable input.

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.

Revenue

Revenue is recognised when a customer obtains control of the goods or services in an amount that
reflects the consideration to which the Company expects to be entitled, excluding those amounts
collected on behalf of third parties, value added tax and is after deduction of any trade discounts and
volume rebates.

Sale of goods and services

Revenue from sales of goods is recognised when a customer obtains control of the goods, generally on
delivery of the goods to the customers. For contracts that permit the customers to return the goods,
revenue is recognised to the extent that it is highly probable that a significant reversal in the amount of
cumulative revenue recognised will not occur. Therefore the amount of revenue recognised is adjusted
for estimated returns, which are estimated based on the historical data.

Revenue for rendering of services is recognised over time based on stage of completion. The stage of
completion is assessed based on surveys of work performed. The related costs are recognised in profit
or loss when they are incurred.

For bundled packages, the Company accounts for individual products and services separately if they are
distinct (i.e. if a product or service is separately identifiable from other items and a customer can benefit
from it) or the multiple services are rendered in different reporting periods. The consideration received
is allocated based on their relative stand-alone selling prices which are determined based on the price
list at which the Company sells the products and services in separate transactions.

Other income

Other income comprises dividend, interest income and others. Dividend income is recognised in profit
or loss on the date on which the Company’s right to receive payment is established.

Interest
Accounting policies applicable from 1 January 2020

Effective Interest Rate (EIR)

Interest income or expense is recognised using the effective interest method. The EIR is the rate that
exactly discounts estimated future cash payments or receipts through the expected life of the financial
instrument to:

- the gross carrying amount of the financial asset; or

- the amortised cost of the financial liability.



sa91ulszanil 2563 -I 91

151 Inala-natlend andn (wunaw)

POSCO-Thainox Public Company Limited

Notes to the financial statements
For the year ended 31 December 2020

®

In calculating interest income and expense, the effective interest rate is applied to the gross carrying
amount of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability.
However, for financial assets that have become credit-impaired subsequent to initial recognition, interest
income is calculated by applying the effective interest rate to the amortised cost of the financial asset.
If the asset is no longer credit-impaired, then the calculation of interest income reverts to the gross basis.

Accounting policies applicable before 1 January 2020
Interest income is recognised in profit or loss at the rate specified in the contract.

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 periods of time to be prepared for its
intended use or sale.

Income tax

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

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

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
is not recognised for the following temporary differences: the initial recognition of goodwill; the initial
recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit or loss.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which
the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting date.

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.
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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. Future taxable profits are determined
based on the reversal of relevant taxable temporary differences. If the amount of taxable temporary
differences is insufficient to recognise a deferred tax asset in full, then future taxable profits, adjusted
for reversals of existing temporary differences, are considered, based on the business plans for individual
subsidiaries in the Group. 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.

Related parties

Related parties are a person or entity that has direct or indirect control or joint control, or has significant
influence over the financial and managerial decision-making of the Group; a person or entity that are
under common control or under the same significant influence as the Group; or the Group has direct or
indirect control or joint control or has significant influence over the financial and managerial decision-
making of a person or entity.

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

Relationships with an associate is described in note 10. Other related parties that the Company had
significant transactions with during the year were as follows:

Name of entities Country of  Nature of relationships
incorporation/
nationality
POSCO South Korea  Parent company, 74.56% shareholding
NIPPON STEEL Stainless Steel Japan Related company, 2.59% shareholding
Corporation
POSCO (Thailand) Company Limited Thailand Related company with the parent company
POSCO International (Thailand) Thailand Related company with the parent company
Co.,Ltd
POSCO Coated Steel (Thailand) Thailand Related company with the parent company
Co., Ltd.
POSCO International 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 Processing and service South Korea  Related company with the parent company
Co.,Itd
POSCO Japan Co., Ltd. Japan Related company with the parent company
PT. POSCO-INDONESIA INTI Indonesia Related company with the parent company

POSCO VST Co., Ltd. Vietnam Related company with the parent company
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Name of entities

POSCO Human Co.,Ltd
POSCO America Corporation

Country of
incorporation/
nationality

South Korea  Related company with the parent company
United Stated of Related company with the parent company

Nature of relationships

America
Key management personnel Multi- Persons having authority and responsibility
nationalities for planning, directing, and controlling the
activities of the entity, directly or indirectly,
including any director (whether executive or
otherwise) of the Company
Mabhagitsiri family Thailand Major shareholders, 10.13% or more

shareholding, and directors

The pricing policies of transactions are explained further below:

Transactions

Sale of goods and rendering of services

Sale of scrap

Interest income

Other income

Purchase of raw materials and rendering of services
Communication expense

Technical assistance expense

Key management personnel remuneration

Other expenses

Pricing policies

Market price

Market price

Contractually agreed prices

Contractually agreed prices

Market price

Contractually agreed prices

Contractually agreed prices or mutual agree rate

Approve from resolution of the annual general
meeting of shareholders, and mutual agree rate

Contractually agreed prices

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

Year ended 31 December

Parent
Sale of scrap
Purchase of raw materials and rendering of services

Associate
Sale of goods and rendering of services

Key management personnel

Key management personnel compensation
Director’s remuneration
Short-term benefits
Total key management personnel compensation

Financial statements in

which the equity
method is applied/
Separate financial statements
2020 2019

(in thousand Baht)
64,807 282,215
8,287,417 7,066,723
55,842 93,446
2,550 2,730
79,583 82,753
82,133 85,483
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Financial statements in
which the equity
method is applied/
Separate financial statements
Year ended 31 December 2020 2019
(in thousand Baht)
Other related parties

Sale of goods and rendering of services 3,291,060 1,850,452
Sale of scrap 149,873 2,898
Interest income - 1,301
Other incomes 399 -

Purchase of raw materials and rendering of services 2,476,993 6,115,782
Communication expense 17,512 17,300
Technical assistance expense 140 1,039
Other expenses 6,934 6,562

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

Financial statements in
which the equity
method is applied/
Separate financial statements
2020 2019
(in thousand Baht)
Trade accounts receivable

Associate 20,770 22,838
Other related parties 1,209,507 92,470
Total 1,230,277 115,308
Other accounts receivable

Parent - 23,645
Other related parties 2,513 1,236
Total 2,513 24,881

Financial statements in which the equity method is

Interest rate applied/Separate financial statements
At At At 31
Loans to 31 December 1 January Increase Decrease December
(% per annum) (in thousand Baht)
2019
Other related parties - 50,000 18,029,184 (18,079,184) -

Total 50,000 -
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Financial statements in
which the equity
method is applied/

Separate financial statements
2020 2019
(in thousand Baht)
Trade accounts payable

Parent 1,091,334 1,398,569
Other related parties 313,462 752,199
Total 1,404,796 2,150,768

Other accounts payable
Other related parties 4,903 1,690
Total 4,903 1,690

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.

Service agreements

The Company made a contract of Global IT Outsourcing Service with a related party, POSCO
ICT Co., Ltd., covering 1 year starting from 1 January 2020 to 31 December 2020. Under the term of
this contract, the Company has obligation to pay USD 311,568 (equivalent to Baht 9.41 million). (2019:
USD 311,562 (equivalent to Baht 9.59 million)).

The Company entered into contract of IMS System Operation SV Service with a related party, POSCO
ICT Co., Ltd., covering 2 years starting from 13 September 2018 to 12 September 2020. Under the term
of this contract, the Company has obligation to pay USD 16,555 per month (equivalent to Baht 0.50
million). Later, the Company renewed the contract until 31 December 2020. Under the term of this
contract, the Company has obligation to pay USD 15,004 per month (equivalent to Baht 0.45 million).

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 1 year starting
from 7 November 2019 to 6 November 2020. Under the term of this contract, the Company has
obligation to pay KRW 4,705,000 per month (equivalent to Baht 0.10 million). Later, the Company
renewed the contract for a period of 1 year starting from 7 November 2020 to 6 November 2021. Under
the term of this contract, the Company has obligation to pay KRW 4,705,000 per month (equivalent to
Baht 0.13 million).

Cash Pooling and Loan facility agreements

On 15 July 2018, the Company entered into the loan facility agreements with POSCO (Thailand) Co., Ltd.
and POSCO Coated Steel (Thailand) Co., Ltd. to provide loan facilities to both companies under the
cash pooling agreement in the amount not more than Baht 100 million. Such transactions were approved
by the Company’s Board of Director meeting held on 14 May 2018. The interest rate in each loans agreement
was refer the interest rate which announced from the Bank of Thailand.
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As at 31 December 2020 and 2019, The company has commitment with related parties as follows:

Other commitments

Purchase orders for goods and supplies

Total

Cash and cash equivalents

Cash on hand

Cash at banks - savings accounts
Cash at banks - current accounts

Total

Trade accounts receivable

Related parties
Other parties
Total

Less allowance for expected credit loss
(2019: allowance for doubtful accounts)

Net

Reversal of expected credit losses (2019: Reversal of
bad and doubtful debts expense) for the year

ended 31 December

Note

Financial statements in
which the equity
method is applied/

Separate financial statements

2020 2019
(in thousand Baht)
780,466 1,212,286
780,466 1,212,286

Financial statements in
which the equity
method is applied/

Separate financial statements

2020 2019
(in thousand Baht)
129 221
1,049,065 1,133,351
5,135 8,446
1,054,329 1,142,018

Financial statements in
which the equity
method is applied/

Separate financial statements

2020 2019
(in thousand Baht)
1,230,277 115,308

1,973,607 2,105,671

3,203,384 2,220,979

(3,821) (3,941)

3,200,063 2,217,038

(120) (120)

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

Financial statements in
which the equity
method is applied/

Separate financial statements

2020 2019
(in thousand Baht)
Within one year 102,223 105,206
After one year 11,761 11,762
113,984 116,968
Less allowance for expected credit loss
(2019: allowance for doubtful accounts) (98,634) (90,434
15,350 26,534
Less Future interest income on debt restructuring (9,101) (9,977)
Present value of receivables under debt restructuring 6,249 16,557
Receivables under debt restructuring
- current 4,049 6,234
- non-current 2,200 10,323
Total 6,249 16,557
Expected credit losses (2019: Bad and doubtful debts expense)
for the year ended 31 December - 90,434

As at 20 April 2020, the company has amended the compromise agreement with a customer to revise
and extent the installment payment to 14 installment and the last installment will be due in November
2024.

During the year ended 31 December 2019, the Company has set up allowance for doubtful accounts of
Baht 90.43 million for the outstanding balance of a receivable under debt restructuring which is
overdue payment under the compromise agreement. Currently, the Company is in process to take legal
actions against this receivable.

As at 31 December 2020 and 2019, 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:

Receivable under Total trade
debt restructuring accounts receivable

As at 31 December 2020
Number of accounts receivable 2 123
Balance of accounts receivable (in thousand Baht) 113,984 3,203,884

As at 31 December 2019
Number of accounts receivable 2 137
Balance of accounts receivable (in thousand Baht) 116,968 2,220,979
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9 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 of good and rendering of service
- Reversal of write-down to net realisable value
Net

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

2020 2019
(in thousand Baht)
898,195 913,221
907,923 1,338,471
495,272 805,298
240,126 304,719
674,607 592,734
3,216,123 3,954,443
(53,504) (77,687)
3,162,619 3,876,756
12,788,530 14,009,582
(24,183) (35,071)
12,764,347 13,974,511
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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.

Revenue from sale of goods and rendering of service
Cost of sales of goods and rendering of service
Gross profit

Other income

Profit before expenses

Administration expenses

Profit before tax expense

Tax expense

Profit for the year

Total comprehensive income (100%)

Total comprehensive income (49% hold)
Company’s share of total comprehensive income

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Net assets (100%)

Company’s share of net assets (49% hold)
Carrying amount of interest in an associate

NS-Thainox Auto Company Limited

2020 2019
(in thousand Baht)

76,821 117,013
(58,478) (97,431)
18,343 19,582

101 169
18,444 19,751
(13,754 (13,215)

4,690 6,536
(1,340) (2,661)
3,350 3,875
3,350 3,875
1,642 1,899
1,642 1,899
121,873 119,963
960 1,030
(22,786) (24,838)
(1,539) (998)
98,508 95,157
48,269 46,627
48,269 46,627
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12 Leases
Financial statements
in which the equity
method is applied/
Separate financial
At 31 December 2020 statements
(in thousand Baht)
Right-of-use assets
Buildings 23,801
Vehicles 16,822
Total 40,623

In 2020, additions to the right-of-use assets of the Company were Baht 24.58 million.

Extension options

Some property leases contain extension options exercisable by the Company up to one year before the
end of the non-cancellable contract period. Where practicable, the Company seeks to include extension
options in new leases to provide operational flexibility. The extension options held are exercisable only
by the Company and not by the lessors. The Company assesses at lease commencement date whether it
is reasonably certain to exercise the extension options. The Company reassesses whether it is reasonably
certain to exercise the options if there is a significant event or significant changes in circumstances
within its control.

Financial statements in
which the equity
method is applied/
Separate financial statements
For the year ended 31 December 2020 2019
(in thousand Baht)
Amounts recognised in profit or loss
Depreciation of right-of-use assets:

- Buildings 18,501 -
- Vehicles 9,044 -
Interest on lease liabilities 555 -
Expenses relating to short-term leases 2,336 -
Expenses relating to leases of low-value assets 36 -
Lease expense - 22,888

In 2020, total cash outflow for leases of the Company were Baht 30.29 million.
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13 Other accounts payable

14

Payable on purchase of property, plant, and equipment
Accrued utilities expenses
Accrued transportation expense
Advance received from customers
Accrued service expense
Provision for goods returned
Accrued tax expense

Accrued bonus

Accrued commission

Others

Total

Provisions for employee benefit

Post-employment benefits - Defined benefit plan
Other long-term employee benefits
Total

Defined benefit plan

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

2020 2019
(in thousand Baht)

78,382 90,104
27,540 24,092
14,029 9,183
13,184 23,359
11,737 11,655
10,306 11,679
9,571 10,866
4,445 4,345
876 3,816
38,441 40,087
208,511 229,186

Financial statements in
which the equity
method is applied/
Separate financial statements
2020 2019
(in thousand Baht)

158,646 143,768
33,497 28,406
192,143 172,174

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.
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Movement in the present value of the defined benefit obligations.

Present value of the defined benefit obligations

At 1 January

Include in profit or loss:
Current service cost

Past service cost

Interest on obligation

Included in other comprehensive income

Actuarial loss
- Financial assumptions
- Experience adjustment

Benefit paid
At 31 December

Other long-term employee benefits

F1e9uLlszantl 2563 2 05
135 nala-lnediend a1dn (W)

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

2020 2019
(in thousand Baht)
143,768 88,734
11,385 7,054
- 29,283
3,533 3,315
14,918 39,652
2,595 17,154
1,869 -
4,464 17,154
(4,504) (1,772)
158,646 143,768

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

Present value of the defined benefit obligations

At 1 January

Include in profit or loss:
Current service cost
Interest on obligation
Actuarial loss
- Financial assumptions
- Experience adjustment

Benefit paid
At 31 December

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

2020 2019
(in thousand Baht)
28,406 23,111
1,857 3,286
596 573
7,211 1,436
(789) -
8,875 5,295
(3,784)

33,497 28,406
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15

On 5 April 2019, the Labor Protection Act was amended to include a requirement that an employee, who
is terminated after having been employed by the same employer for an uninterrupted period of twenty
years or more, receives severance payment of 400 days of wages at the most recent rate. The Company
has therefore amended its retirement plan in accordance with the changes in the Labor Protection Act in
2019. As a result of this change, the provision for retirement benefits as well as past service cost
recognised increased.

Financial statements in
which the equity
method is applied/

Principal actuarial assumptions Separate financial statements
2020 2019
(%)
Discount rate 1.25 1.50
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 2020, the weighted-average duration of the defined benefit obligation was 10 years
(2019: 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

Effect to the defined benefit obligation 1% increase in assumption 1% decrease in assumption

At 31 December 2020 2019 2020 2019

(in thousand Baht)

Discount rate (14,088) (12,486) 15,128 13,172
Future salary growth 16,599 12,333 (14,662) (10,785)
Other long-term employee benefits
Discount rate (1,848) (1,520) 1,966 1,150
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.
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Segment information and disaggregation of revenue
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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 2020 and 2019 are the following;

For the year ended 31 December

Disaggregation of revenue
Revenue by geographical location
Local

Export

Total revenue

Major products and service lines
Revenue from sale of goods
Revenue from rendering of services
Total revenue

Timing of revenue recognition
At a point in time

Over time

Total revenue

Profit (loss) before tax income
by geographical location
Local

Export

Total

Unallocated revenues

Unallocated expenses

Share of profit of investment in an
associate

Loss before tax income

Financial statements in
which the equity
method is applied

Separate
financial statements

2020 2019 2020 2019
(in thousand Baht)
8,534,843 10,361,561 8,534,843 10,361,561
4,642,675 4,042,983 4,642,675 4,042,983
13,177,518 14,404,544 13,177,518 14,404,544
13,137,591 14,362,263 13,137,591 14,362,263
39,927 42,281 39,927 42,281
13,177,518 14,404,544 13,177,518 14,404,544
13,139,819 14,366,209 13,139,819 14,366,209
37,699 38,335 37,699 38,335
13,177,518 14,404,544 13,177,518 14,404,544
182,481 192,183 182,481 192,183
(239,423) (299,290) (239,423) (299,290)
(56,942) (107,107) (56,942) (107,107)
39,734 145,759 39,734 145,759
(10,550) (91,170) (10,550) (91,170)
1,642 1,898 - -
(26,116) (50,620) (27,758) (52,518)

The Company had loss from segment of export for the year ended 31 December 2020 and 2019 due to
competitive pricing in the international market and foreign economic recession. For some product, the
Company has to sell lower than the cost due to very competitive market conditions.
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Major customer

Revenues from a major customer of the Company represent approximately Baht 3,397.71 million
(2019: revenues from a major customer of the Company represent approximately Baht 1,756.02 million)

of the Company’s total revenues.

Other income

Gain on disposal of scrap material

Interest income

Gain on disposal of current investments

Gain on fair value adjustment of trading securities
Others

Total

Distribution costs

Transportation expenses
Travelling expenses
Commission expenses
Insurance expenses
Entertainment expenses
Others

Total

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

2020 2019

(in thousand Baht)
8,877 16,677
6,322 42,920
758 9,303
- 3,189
1,171 3,107
17,128 75,196

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

2020 2019
(in thousand Baht)

104,147 129,496
5,748 11,298
5,434 7,101
3,549 4,112
1,280 1,564
2,631 2,711

122,789 156,282
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Administrative expenses

F1e9uLlszantl 2563
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Financial statements in
which the equity
method is applied/
Separate financial statements

2020 2019
(in thousand Baht)

Employee benefits expenses 230,634 259,445
Service fee 50,098 51,275
Depreciation and amortisation 43,989 20,066
Donations 8,068 6,917
Loss on disposal and write-off property, plant and equipment 5,055 6,186
Repair and maintenance expense 3,677 5,573
Entertainment expenses 2,143 3,355
Rental expenses 377 11,519
Reversal of expected credit loss

(2019: Bad and doubtful debts expense) (120) 90,314
Loss on employment termination cases - 1,326
Others 12,066 15,316
Total 355,987 471,292

Employee benefit expenses

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

2020 2019
(in thousand Baht)
Wages salaries and bonus 412,484 434,667
Welfare 97,915 108,272
Defined benefit plans 14,918 39,652
Other long-term employee benefits 8,875 5,295
Others 5,525 6,349
Total 539,717 594,235

Defined contribution plan

209

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 15% 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.
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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
2020 2019
(in thousand Baht)
Included in cost of sales of goods and rendering of services:

Changes in inventories of finished goods and work in progress 445,575 16,950
Raw materials and consumables used 10,126,923 12,218,032
Depreciation and amortisation 395,806 383,367
Employee benefit expenses 309,083 334,790
Included in distribution cost:

Transportation expenses 104,147 129,496
Commission expenses 5,434 7,101

Included in administrative expenses:

Employee benefit expenses 230,634 259,445
Depreciation and amortisation 43,989 20,066
Income tax

Financial statements in
which the equity
method is applied/
Income tax recognised in profit or loss Separate financial statements
2020 2019
(in thousand Baht)
Current tax expense

Current year 12,314 17,878

Adjustment for prior years 640 233
12,954 18,111

Deferred tax expense

Movements in temporary differences (21,637) (32,070)

Total tax income (8,683) (13,959)

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

2020 2019
Before Tax Net of Before Tax Net of
tax benefit tax tax benefit tax
(in thousand Baht)

Income tax recognised in other

comprehensive income
Defined benefit plan

- actuarial loss (4,464) 893 (3,571) (17,154 3,431 (13,723)

Total (4,464) 893 3,571) (17,154) 3,431 (13,723)
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Reconciliation of effective tax rate

Financial statements in which the equity
method is applied

2020 2019

Rate (in thousand Rate (in thousand

(%) Baht) (%) Baht)
Loss before income tax expense (26,116) (50,620)
Income tax using the Thai corporation

tax rate 20 (5,223) 20 (10,124)

Associate’s results net of tax (328) (380)
Income not subject to tax (175) (4,357)
Expenses not deductible for tax purposes 862 4,240
Expenses additionally deductible tax (4,459) (3,571)
Under provided in prior years 640 233
Total 33.25 (8,683) 27.58 (13,959)

Reconciliation of effective tax rate

Separate financial statements

2020 2019

Rate (in thousand Rate (in thousand

(%) Baht) (%) Baht)
Loss before income tax expense (27,758) (52,519)
Income tax using the Thai corporation

tax rate 20 (5,551) 20 (10,504)

Income not subject to tax (175) (4,357)
Expenses not deductible for tax purposes 862 4,240
Expenses additionally deductible tax (4,459) (3,571)
Under provided in prior years 640 233
Total 31.28 (8,683) 26.58 (13,959)

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

Deferred tax Assets Liabilities
At 31 December 2020 2019 2020 2019
(in thousand Baht)
Total 72,729 71,477 46,153 (69,071)
Set off of tax (46,153) (69,071) (46,153) 69,071

Net deferred tax assets 26,576 2,406 - -
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Movements in deferred tax balances are as follows:

Deferred tax assets

Trade accounts receivable

Current investment

Receivables under debt
restructuring

Inventories

Property, plant and
equipment

Provisions for employee
benefit

Other accounts payable -
provision for goods
Returned

Other accounts payable -
contract liability

Total

Deferred tax liabilities

Current investments

Property, plant and
equipment

Other accounts payable -
accrued expense

Total

Net

Financial statements in which the equity method is applied/

Separate financial statements

Impact on
changes in
accounting
policy (Charged) / Credited to:
At Retained Other At
1 January earnings Profit or comprehensive 31 December
2020 (Note 3) loss income 2020
(in thousand Baht)
788 - (24) - 764
- - 732 - 732
18,087 1,640 - - 19,727
15,537 - (4,836) - 10,701
131 - (48) - 83
34,108 - 3,070 893 38,071
2,336 - (275) - 2,061
490 100 - 590
71,477 1,640 (1,281) 893 72,729
(638) - 638 - -
(68,099) - 22,685 - (45,414)
(334 - (405) - (739)
(69,071) - 22,918 - (46,153)
2,406 1,640 21,637 893 26,576
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Deferred tax assets

Trade accounts receivable

Receivables under debt
restructuring

Inventories

Property, plant and equipment

Provisions for employee benefit

Other accounts payable -
provision for goods returned

Other accounts payable -
provision for legal cases

Other accounts payable -
contract liability

Total

Deferred tax liabilities

Current investments

Property, plant and equipment

Other accounts payable -
accrued expense

Total

Net

Basic earnings per share

Loss attributable to ordinary

shareholders for the year ended

31 December

Losses attributable to ordinary
shareholders of the Company (basic)

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
2019 loss income 2019

(in thousand Baht)

812 (24) - 788
. 18,087 ; 18,087
22,552 (7,015) - 15,537
122 9 ; 131
22,369 8,308 3,431 34,108
7,494 (5,158) - 2,336
737 (737) . -
_ 490 - 490
54,086 13,960 3,431 71,477
(535) (103) - (638)
(86,646) 18,547 - (68,099)
- (334) - (334)
(87,181) 18,110 - (69,071)
(33,095) 32,070 3,431 2,406

Financial statements in

which the equity Separate
method is applied financial statements
2020 2019 2020 2019

(in thousand Baht / thousand shares)

(17,433) (36,662) (19,075) (38,560)

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

Losses per share (basic) (in Baht)

(0.0022) (0.0047) (0.0024) (0.0049)
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(@)

Dividend
The shareholders of the Company have approved dividends as follows :

Dividend rate

Approval date Payment schedule per share Amount
(Baht) (in million Baht)
2019
Annual dividend 26 April 2019 17 May 2019 0.0572 446.15

Financial instruments
Carrying amounts 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 measured at
amortised cost if the carrying amount is a reasonable approximation of fair value.

Financial statements in which the equity method is applied/
Separate financial statements
Carrying Fair value
amount Level 1 Level 2 Level 3 Total
(in thousand Baht)

At 31 December 2020
Financial assets/Financial liabilities
measured at fair value

Investment in mutual fund
- debt securities valued at FVTPL 17,267 - 17,267 - 17,267

At 31 December 2019
Financial assets/Financial liabilities
measured at fair value
Investment in mutual fund
- held for trading 697,589 - 697,589 - 697,589

Measurement of fair values

The Company determines Level 2 fair value for investments in mutual fund of marketable securities
measured at FVTPL (2019, Held for trading) by the net asset value as of the reporting date.

The Company’s short-term deposits at financial institutions are bearing interest at rates close to current
market rate. The management believes that fair values of such assets and liabilities as at 31 December 2020
and 31 December 2019 are not materially different from their carrying amounts.

As at 31 December 2019, the Company has not disclosed the fair values for financial instruments such
as trade accounts receivable, other accounts receivable, trade accounts payable and other accounts
payable, because the carrying values approximate their fair value due to the relatively short-term
maturity of these financial instruments.
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(¢) Financial risk management policies
Risk management framework

The Company’s board of directors has overall responsibility for the establishment and oversight of the
Company’s risk management framework. The board of directors has established the risk management
committee, which is responsible for developing and monitoring the Company’s risk management
policies. The committee reports regularly to the board of directors on its activities.

The Company’s risk management policies are established to identify and analyse the risks faced by
the Company, to set appropriate risk limits and controls and to monitor risks and adherence to limits.
Risk management policies and systems are reviewed regularly to reflect changes in market conditions
and the Company’s activities. The Company, through its training and management standards and
procedures, aims to maintain a disciplined and constructive control environment in which all employees
understand their roles and obligations.

The Company audit committee oversees how management monitors compliance with the Company’s
risk management policies and procedures and reviews the adequacy of the risk management framework
in relation to the risks faced by the Company. The Company audit committee is assisted in its oversight
role by internal audit. Internal audit undertakes both regular and ad hoc reviews of risk management
controls and procedures, the results of which are reported to the audit committee.

(c.1) Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Company’s
receivables from customers.

(c.1.1) Trade accounts receivables and contract assets

The Company’s exposure to credit risk is influenced mainly by the individual characteristics
of each customer. However, management also considers the factors that may influence the
credit risk of its customer base, including the default risk associated with the industry and
country in which customers operate. Detail of concentration of revenue are included
in note 16

The risk management committee has established a credit policy under which each new
customer is analysed individually for creditworthiness before the Company’s standard
payment and delivery terms and conditions are offered. The Company’s review includes
external ratings, if they are available, financial statements, credit agency information,
industry information and in some cases bank references. Sale limits are established for each
customer and reviewed quarterly. Any sales exceeding those limits require approval from
the risk management committee.

The Company limits its exposure to credit risk from trade accounts receivables by
establishing a maximum payment period of three months.

The following table provides information about the exposure to credit risk and ECLs for
trade accounts receivables and contract assets.
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Financial statements in which the equity method is
applied/Separate financial statements

Trade Receivables Allowance
accounts under debt Total carrying  for expected
At 31 December2020 receivable restructuring amounts credit loss
(in thousand Baht)

Within credit terms 2,979,521 14,449 2,993,970 8,200
Overdue:

Less than 3 months 217,242 - 217,242 -

3 - 6 months 3,300 12,913 16,213 12,913

6 - 12 months - 23,098 23,098 23,098

Over 12 months 3,821 54,423 58,244 58,244
Total 3,203,884 104,883 3,308,767 102,455
Less allowance for expected

credit loss (3,821) (98,634) (102,455)
Net 3,200,063 6,249 3,206,312
Financial statements in which the equity method is
applied/Separate financial statements
Trade Receivables Allowance for
accounts under debt Total carrying doubtful
At 31 December 2019 receivable restructuring amounts accounts
(in thousand Baht)

Within credit terms 1,843,347 38,634 1,881,981 24,560
Overdue:

Less than 3 months 372,967 11,451 384,418 11,451

3 - 6 months 724 13,741 14,465 11,258

6 - 12 months - 21,949 21,949 21,949

Over 12 months 3,941 21,216 25,157 25,157
Total 2,220,979 106,991 2,327,970 94,375
Less allowance for

doubtful account (3,941) (90,434) (94,375)

Net 2,217,038 16,557 2,233,595

Loss rates are based on actual credit loss experience over the past three years. These rates are
multiplied by scalar factors to reflect differences between economic conditions during the period
over which the historical data has been collected, current conditions and the Company’s view of

economic conditions over the expected lives of the receivables.

(c.2) Liquidity risk

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

fluctuations in cash flows.

The following table are the remaining contractual maturities of financial liabilities at the reporting
date. The amounts are gross and undiscounted and include contractual interest payments and

exclude the impact of netting agreements
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Financial statements in which the equity method is applied/Separate financial

statements
Contractual cash flows
More
More than 1 than 2
year but years but More
Carrying 1 year less than 2 less than than 5
At 31 December 2020 amount or less years 5 years years Total
(in million Baht)
Non-derivative
financial liabilities
Trade accounts payables 1,525,705 1,525,705 - - - 1,525,705
Lease liabilities 40,809 20,118 21,350 - - 41,468
1,566,514 1,545,823 21,350 - - 1,567,173

(c.3) 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 Group and the Company were exposed to
foreign currency risk in respect of financial assets and liabilities denominated in the following

currencies:

Separate financial statements

Financial statements in which the equity method is applied /

2020 2019

Exposure to

foreign

currencies as at United States United States

31 December Dollars Euro Total Dollars Euro Total

(in thousand Baht)

Cash and

cash equivalents 405,210 - 405,210 402,112 - 402,112
Trade accounts

receivable 1,288,403 - 1,288,403 236,703 - 236,703
Other accounts

receivable 5,073 - 5,073 24,547 - 24,547
Trade accounts

payable (1,228,449) (2,290) (1,230,739) (784,5006) (2,840) (787,346)
Other accounts

payable (56,706) (8,533) (65,239) (40,220) (28,495) (68,715)
Net statement of

financial

position 413,531 (10,823) 402,708 (161,364) (31,335) (192,699)
Estimated forecast

sales 58,949 - 58,949 73,386 - 73,386
Estimated forecast

purchases (89,737) (26,023) (115,760) (131,187) (48,407) (179,594)
Net exposure 382,743 (36,846) 345,897 (219,165) (79,742) (298,907)

Sensitivity analysis

A reasonably possible strengthening (weakening) of the Euro or US dollar against all other currencies
at 31 December 2020 would have affected the measurement of financial instruments denominated in a
foreign currency and affected equity and profit or loss by the amounts shown below. This analysis
assumes that all other variables, in particular interest rates, remain constant and ignores any impact of

forecast sales and purchases.
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27

28

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

At 31 December 2020 Movement Strengthening Weakening

(%) (in thousand Baht)
USD 10 41,353 (41,353)
EUR 10 (1,082) 1,082

Capital management

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

Commitments with non-related parties

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

2020 2019
(in thousand Baht)

Capital commitments

Plant and equipment 87,934 186,481
Other commitments

Short-term lease commitments 2,372 20,681
Unnegotiated letters of credits for goods and supplies 43,717 36,031
Purchase orders for goods and supplies 652,235 566,827
Bank guarantees 1,910 1,822
Total 700,234 625,361

Contingent liabilities
As at 31 December 2020 and 2019 the Company has court cases as follows:
Breach of compromise agreement

In 2019, a company sued the Company regarding the breach of a compromise agreement. The Plaintiff
claimed that the Company breached the compromise agreement and caused damage to the Plaintiff.
Baht 3 million together with interest at rate 7.5% per annum was claimed against the Company.
The Company believes that it will be able to successfully defend the claim and accordingly the Company
did not record any provision for this legal case in its financial statements.

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 2 August 2019,
the Supreme Court judged to dismiss the case.

219
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