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— Report of the Board of Directors —

I 2017, Thai economy as a whle has seen a
growth from previous year, The gross domestic product
(GDP) had increased from 3.296 in 2016 to 4% in 2017.
The major factors of this increase were the consump-
tion and investrnent from private sector as banefiting
from the Low il price and low inflation rate while the
government investment has declined from the previous
year. Word steel prices are still volatile as the steel
prices declined in the first half before its price contin-
ucusly rose in the second half of the vear. The steel
bar industry which is the Company’s major product
was also declined from the previous year in the same
direction with the construction industry whereby the
domestic steel consumption fell by more than 13%
in 2017,

In January of 2017, the Company got the impact
from the heavy flood at the plant in Bangsaphan, Pra-
chuabkirikhan inwhich the Company had to temporar-
ily cease the operation and realized the loss from the
damaee to the assets and inventories totaling Baht 26
million. However, the Company has insured the said
assets and irmventones with the insurance company
and finally receied the compensation for the damage
incurred from this flood in 2017.

Under the circumstances showing tendency
of rising steel price, the Company focused on risk
managerment from fluctuation of raw materdal price
in order to maintain the margin between the price of
final product and raw material to be in the level we
want, The cost of billet which is our main material
for production occupies owver than 80% of our total
cost and thus the Company has to be extra careful
in purchasing billet. The Company had also managed
inventony to be in the appropriate level in accordance
with the sales forecast in order to achieve the target.
On the sales, the Company focused on increasing the
sales by widening the product range to cover all size
for both the round bar and deformed bar to meet
customer demand and increase Company’s markat
share, It is also the reduction of production cost as
the production rate increases.

For the overall operation in 2017, the Company

had seen the
decrease m ine
corme for 5.4%
from the sales
armount of Baht
2,460.9 Million
in 2016 to Baht
2,328.8 Million
in 2017. This was due to the decrease of sales volume
of over than 34,800 tons as a result of declining domes-
tic demand of steel. Although the selling price of steel
bar continued to rise, the cost of billet had increased
by the higher rate. Therefore, the margin between the
selling price of the steel bar and cost of billet (Metal
Spread) decreased from Baht 3,508 in 2016 to Baht
5223 im 2017, This leads to the drop in operation result
from net income of Baht 268 Million in 2016 to Baht
131.9 Millssn i 2017,

The board of directors has considered the re-
sult of operation, financial position, and liquidity, and
decided to propose in the 2018 ¢eneral meeting of
shareholders 1o approve the overall dhvidend payment
at 0.11 Baht per share, the overall dividend to be paid
of Baht 124.58 Million. Monetheless, as the board of
directors have approved the decision to pay inberim
dividend to shareholders at 0.06 Baht per share for
totaling of Baht 57.95 Million which had been paid on
5 September 2016, thus, if the 2018 general meating
of shareholders approve the pay out of dividend as
proposed the Company will pay the final payment of
dividend to the eligible shareholders at 0.05 Baht per
share for the totaling amount of Baht 56.63 Million on
this coming 11 May 2018.

The board of director would like to take this
opportunity to show our appreciation and gratitude for
our shareholders, customers, trading partner, staffs of
all level and every party involved for the support all
along, We hoped that vou will continue to support us

irs the fubure.
F‘ﬁ%\nf [ o A
Mr. Taweesak Senanarong
Chairman of the Board
Bargsaphan Barmill PLE. Annual Report 2007 | 3
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— Report of the audit committee

Thee Audit Comenittes of Banptanhan Barmill Public Company
Limvted consists of three independent member whose gualifcations
are appropdate and in compliance with the regulations stipulated
by the Stock Exchanse of Thadand and the Securntes and Exchance
Commission. The Audit Commities™s member contists of

1. Mr, Bomiris Prachakrs Chairman of the Audit Committee

2. Me. Chadin Hanseebsal At Comamities

3 W, Tawveesak Senanarong Audit Committes

In 2017 the Audit Committee has pedormed under the
soope, duties and nesponsitelities as assned by the Company™s
Board of Directors and specified in the Audit Commitiee Charter, in
accoedance with the regulations of the Stock Exchance of Thadand
which were fully coopented by the Company™s management, in-
ternal auditors and audiborn, The Audit Comemities held 5 meeting
with the Compary’s management, intérmal auditors and auditor
a5 appropriate, including 2 meeting with the auditor without the
management, which summarized as follows:

1. Financial Staternents

Tre Audit Comemittes reviewsd the guarterdy and annual
financial statements for the vear 2017 together with the manage-
ment and the Auditor by congidering the accouwnting infarmation
and compliance with the Anancial reporting standard, The Awdit
Committee sufficiantly inquired and cbtained the exalanation as
well a5 made recommendations and comments in vanous points
congeming the Comgany's financial repons prior to submitting 1o
the Board of Directors for appooval befove disclosure 1o the Stock
Exchange of Thailand and the Securities and Botharme Commiseain,
The Audit Committiee opined that the financial statements were
prepared in accordance with the qeneral accepted accounting
principles, accurate, sufhicient diclosure and reliable,

2. Intermal Control System

The Awdit Comemittes Jointly wered with the Intannal Aud-
o by reviewing the report based on the audit plan and reviewing
the sufficiency of the Intennal Control System with aim to prevent
possible rgk. The audi committes reviewed the intemal cantrol
assessment for the year 2017 with the Assessment Form of Suffi-
ciency of Internal Control System prescribed by the Securities and
Exchanpe Comemsgon (3200, The Auds Commitiee opined that thene
was no sienificant flaw from operation. The Comaarny had sutable
sufficient and effective Internal Control System and Intemal Audit
Systerm as well &8 appropriate personnel.

3. Legal Compliance

The Audit Comaittes neviewed the repomt of the legal
comaliance with regulations under Securities and Exchange Act,
reulation of the Stock Exchange of Thailand, nules, regulations and
eeders of the Government, authodities and law relating to Company™s
Bugingss and opined that the Compary's operations wane complisd
with the relevant Laws and regulations.

4, Risk Management

The Audi Committes was respdnsible (0 understand the gk
assessrment method of the Company which the Management had
arranged the measures to cope with the snificant fsks. it was found
that the Comparry had the ability 2o appropdiately and efectvly

control and manage the
risks that varied acoording to
the emnviconment from both
intermnal and external factors
such as efondaic Stuation,
lzws and requlations.

5. Related Party
Transactions

T At Comemittes congidensd tha related paty trantad
fions o bransactions with potential conflict of interest and found
that such transactions were canied out approprately with the
roimal business practices and for the madmum benefit of the
Comgarn and the information disclosune & accurate and complete.

6. Review of Implementation of counter-cor-
ruplion measures

The Audit Committes reviewed of sufficient procedure for
ountery Erbery as well a5 compliance with the Self-Evaluation
Tool for Countering Bribery.

7. Nomination of External Auditor

The Audit Committee considered performance of
EY Odfice Limited, the Company’s auditor, in the previous
year that satisfactorily performed its duties, reliability, independ-
ence, capabiliy to provide senvice and Consultation on 3ccounting
shanciands, suditing and cedification of the financial datementsina
tmely manner and the appeopdiate remuneration, The Committee,
therefore, rescived 10 propose to the Company™s Board of Direc-
tevs to present to the Shareholders' Meeting on the appmntment
of Ms. lsarapom Wisutthivan or M Supannee Triyanantakul or
s Watoo Kavankannavee of EY Office Lirvted as the Company™s
auditor fior the yaar 2018

B. Self-Asgessment

The Audit Committee parformed self-assessment in ac-
cordance with the uideling of the Stock Exchange of Thailand,
Thee Audit Committee had the opinion that the Auds Committes
ErRCHCRS wire in compliance with such quideling,

In conclusion, in 2017 the Audit Committes has performed
its duties independently in accordance with the scope of duties
and responsibility. Expression of opinion was camed out based
on the prnciples of transparency and verdfiable, The Audi Com-
mittee conclude that the Company’s finandial statements were
prepared in accoodance with fnancal repoting standacd. The
internal control, intemal audit and risk management gystems werne
adequate and effective, As for related transactions which mighs
entail conflict of interest, there were actual transactions that angse
from the nommal cowrse of business, Furthermone, the Company
was in compliance with the relevant Laws and requlations. The
business of the company was condutted with godd corpomte
governance of the Stock Exchange of Thailand,

Mr. Komlais Frachakris
Chairman of the Audit Committes

Barmgsaphan Barmill PLC. Annual Report 2017 | 7



i

Lnawio U KHav

33013
Mr.Fang lin-long

Director

AOUENSSLUNS
Board of Directors

e

$ .

WEN3ANG 1dUnUsSHA
UTESTUnTIINTS LaEnTIunT

ATIVAD
Mr.Taweesak Senanarong
Chairman of the Board and

Audit Committes

Lhedu S5aus:Twino

A3SUATS
Mr.Win Viriyaprapaikit

Director

8 I}ﬂ!,ﬁ‘lhﬂixff‘l'ﬁ\z\ﬁﬁl}:‘;éﬂ".' Ui ie S (e



LNEAUNSE Us:nNsSt
1;4"; O TUNT I YIRS AU

Mr.Komkris Prachakris
Chairman of the Aydit
Committee

usoysn sanadods
MFIUEnTg

M Anvwat Chaikittivanich
Director

LNEBsuns rinvduans
M AINTIRTISaaL

Mr.Charin Hansuebsai
At Committes

WIEHA 18 113U

e R
J"l'E'E‘lFIt"I'EE%i"I-“'I'IE

Mr.Llee Yeh-Wen
Managing Director

LESI wandud
nEsnas

Mr.Tawat Polguomdee
Director

unend 1Bau 1o

HrE ]

Mr.Lee Chien-Hung
Lirector

PLC. Annual Report 2017 | @



sga:198gaAnU:NSSUNIS

Directors’ Profile

1. Lan3And 1Iaunnused

USERUNTIIMS NSRIMIEATE UAENTRIMIRTINARY
oy 82 7
rrduuinersaunirsenivnssumsnaui : bil
dnndidunssuns 137
Fadunsfoiuluidsm Ll

ANURCTINTONISANL

o Woneeniufad Tsu Sad

o WiggnAsudndin svinerduRmbing

o Vnresfinfsfsmudng swivedifamhn
o VEyorlsyimduledfuswoandng (e, 29)

msousuunuaneaKthinssums

o viingmiusenmiolns Director Accreditation

Program (DAP §ufl 26/2006)
mrramaaTuamtunsumsuTemlne

Us:aunsndniiu

25qa-eqliy  nssums uisn awilounania

drfim (L)

2502-2556  misums Ui ey e

25022556 LS UTEM evTeReuied
ddim (awrvru)

2502-2556  nssums Ui oalemidhuidese
dfn

Us=Famsns:riviangruneius: 10 U doundio
0 P

1.Mr. Taweesak Senanarong

Chairman of the Board, Independent Director and
Audit Committee

Age 82 years

Family Relation among Management : None
Tenure @ 13 vears

Shareholding Equity : None

Education

» Bachelos's Degree in Art, Rome, Italy

» Bachelor's Degree in Fine Arts, Slpakom Uinversity
» Honorary Doctorate Degree, S pakom University
« Certificate, Class 29, National Defense College

Director Training Program
» Certificate, Director Accreditation Program
(DAP Class 26/2004), Institute of Director

Work Experience
2001-Present  Director, Sahaviriya Plate Mill Pl

1939-2013 Director, Prachuap Port Co,, Ltd.

1999-2013 Director, Sahaviriya Steel Industries
Plc.

199%-2011 Director, Wiast Coast Engineering
Co., Ltd.

Criminal offense record during the past 10 vears
: None
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2 Mr Kﬂmkrls F‘rm:hukrrs

Independent Director and Chairman of the Audit

Committes

Age 53 years

Family Relaticn among Management: None

Tanune - § ysar

Shareholding Equity : None

Education

# Diploma in Auditing, Thammasat University

o Bachelor's Degree, Accounting, Ramichamhaeng
Urniversity

Director Training Program

e Certificate, Director Accreditation Program
(DAP Class $6/2012), Institute of Directors

o Audit Committee Program (ACP Class 40/2012),
Institute of Directors

Wiork experience

1997-Present  Diractor, AnakekyPhongtomominis Co.,
Ltd.

1991-Present  Managing Director, Thammanat Co.,
Ltd.

2011-Present  Chairman of the Audit Committes,
Sahaviriya Plate Mill Ple.

2011-Presant Director, B.5. Metal Co., Ltd.

Z011-Present Directod, Sahaviriya Corporation
Co., Ltd.

169-1997 Director, Phongtomn Kombsis Co., Ltd.

criminal offense record during the past 10

years : None
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3. Mr. Charin Hansuebsai

Independent Director and Audit Committee

Age T3 years

Family Relation amors Management : None

Tenure: 13 years

Shareholding Equity : Mone

Education

e Master's Degree in Business Administration,
University of Wisconsin-Madison, USA

o Bachelor's Degree in Political Science (Second
hanors), Chulalongkom University

s Highdevel Executive Certificate, Class 18, Office
of the Chil Service Commission

o (Certificate of Government Creanization Management
and Lawrs, Class 2, King Frajadhipo® s Institute

o Certiicate Course in Politics and Governance in
Demacratic Systems, Class 14, King Prajadhipok”s
Inatitute

Director Training Program

o Certficate, Drector Accreditation Program (DAP
Class 26/2004), Institute of Directors

e Certficate, Director Certification Pregram (DCP
Class 101/2008), Instidute of Directors

Wark Experience

2007T-Present  Audit Commitiee, Sahaviriya Plate
sl Ple.

2052007 Director, Intemational Institute for
Trade and Development

20052007 Associate Juclee, Central Intellectual
Property and Interrational Trade Court

2002004 Inspector (Lewvel 10), Mimistry of
Commerce

2001-2004 Achdsor (Leved 10), Ministry of Commence

2000-2001  Deputy Director General, Export

Promaotion Departrnent, Mindstry of
CoTmneToe

1996-2000  Deputy Director General, Business
Economics Department, Ministry of
Commerce

Criminal offense record during the past 10 years

: MNone
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securities

2543-2545 Director, Yuanta Core Pachc Securities
2535-2543  Supenasor, United Steel Corporation
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Mr. Fang, linlong

Director and Authorized Director

Age 69 years

Farnily Relation among Management: None
Tenure: 23 years

Shareholding Equity : 5.72% (including spousa’s
stake)

Education

o National Chai-vi Commernce & Viocational
High School

Director Training Program : None

Work Experience

2000Present Director, Yuania United Steel
Corporation

2000-200% President, Leh Ching Industrial
Comporation

2003-2007 Supenvisor, Yuanta Core Pacific
Securities

2000-2003 Director, Yuanta Core Pacific
Securities

1992-2000 Supervisor, Linited Steel
Corporation

Criminal offense record during the past 10
wears 1 Mone
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5.Mr. Win Viriyaprapaikit

Director and Authorized Director

Age 4T years

Family Relation among Management : None
Tenure: 5 year

Shareholding Equity : 0.0000044 %

Education

« MBA , Sasin Graduate Institute of Business
Administration, Chulalongkom University

» Bachelor Industrial Enginsering , Keio University,
Tokyo, Japan

Director Training Program

» Certificate, Director Certificate Program (DCP,
Class 100/2008), institute of Directors

» The Role of the Chairman Program (RCP Class
20/2008), Institute of Directors

« Capital Market Academy Leadership Program
(CMA 5), Capital Market Acadenmy

Work Experience

1999-Present  Director , Sahaviriya Steal
Incustries Plc

2004-Present  President , Sahaviriya Steel
ndustries Plc.

1996-2005 Director, Sahaviriya Plate Mill
Co, Lbd.

Criminal offense record during the past 10 yvears
: None
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6. Mr. Lee, Chien-Hung

Director

Age 4T years

Family Felation among Management : None

Terwre ; 12 vears

Shareholding Equity : 6.36%

Education

+» Master of Science in Engineering Business
Management, University of Warwick (UK)

Director Training Program @ None

Work Experience

2006-Present  Project Manager, Heng Huei

Construction Development

Sales Assistant Manager, Runtop

Inc.

Criminal offense record durirg the past 10 years

: None

2001-2004
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7. Mr.Tawat Polquamdee

Independent Director

Age 61 years

Family Relation among Management : None

Terwre : 4 months (since 28 August 2017)

Sharehelding Equity : None

Education

= Master Degree in Public Administration,
Chulalongkorn Unversity

+ Bachelor Degree in Mining Engineering,
Prince of Scrgkla University

Director Training Program

o Certificate, Director Certification Program
(DCP, Class 23472017), Institute of Directors

Waork Experience

2015-2016  Secretary General, Industrial Standard
Crganization, Ministry of Industries

2014-2015 Inspector, Ministry of Industries

2010-2014  Deputy Director General, Department
of Primary Industries and Mines,
Ministry of Industries

2010 Deputy Director General, Department
of Inciustrial Promaotion, Ministry of
Inchustrias

2008-2010 Director Bureau of Erwironmental
Managerent, Department of Primary
Inclustries and Mines

2007-2008 Director Office of Primary Industries
and Mines, Region 1 (Songkla)

Criminal offense record during the past 10 years
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2544-2558

8. Mr. Anuwat Chaikittivanich

Director and Authorized Director

Age 4T yaars

Family Relation among Management: None

Tenurg : 2 yaar

Sharehalding Equity : None

Education

s Master Degree in Marketing (MIM) (English
Progran), Thammasat University

» Master Degree, School Development of
Economics Business Economics Program,
Mational institute Development Administration
(NIDA)

» Bachelor Degree (BA.)in Economics (English
Progran), Thammasat University

Work Experience
2015-Present  Managing Director , Sahaviriya
Managament Service Co.Ltd.
President-Corporate Planning,
Sahaviriya Steel Group Co, Ltd.
Crirminal offense record during the past 10 years
: None

2003-2015
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Q. Mr. Lee, Yeh-Wen

Director, Authorized Director and Manaeing Director

Age 60 years

Family Relation ameong Management : Mone

Terwre : 21 years

Shareholding Equity : 2.78%

Education

3t John & 51 Mary"s Institute Certificate

Director Training Program

o Certificate, Director Accreditation Program
(DAP Class 26/2004), Ingtitute of Direchoes

Work Experience

1991-1994  Sales and Administration Manager,

Tawan Iron & Steel Manufacture
Criminal offense record during the past 10 years
: ione
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Management’s —
Profile

1. Mr. Lee, Yeh-Wen

Managing Director
Education
+ St John & 5t Mary"s Institute Certificate

o Director Accrecitation Programi(DAP Qlass 26/2004),
Institute of Directors

Work Experience

1991-1994  Salesand Administration Manager, Tawan
Irgn & Steal Marufacture

Shareholding Equity : 2.78%

2. Mr. Thavee Jatchavala

Executive Deputy Managing Director and Acting
Administrative Department Manager

Education

» Bachelor's Degree in Intemational Affairs,
Ramkhamhaeng University

o Certificate, Modem Business Administration,
Chulalongkorn University

Work Experience
1996-Present  Director, S.E.T. Trading Co., Litd,
1990- Present  Ditector, Bang Phea Patana Co, Ltd,

Shareholding Equity @ 0.05%
P
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Depauty Managine Director Avcounting and Finance
and Comparny Secretary

Education

» Bachelor's Degree in Accounting,
Thammasat University

» Master's Degree in Business Administration,
Thammasat University

Work Experience

2013-2014  Deputy Managing Director, West Coast
Engineering Co., Ltd,

2007-2012  Finandal Controller, Tyeo Elactronics
Dulmison (Thailand) Co., Ltd.

2000-2006 Management Accounting Manager,
Mational Starch and Chemical(Thadland)
ConLtd.

1995-1999 Accounting Manager, Motorola
(Thailand) Co.,ltd.

Shareholding Equity : -

. Mr. Chen,Wu-Hua

Deputy Managing Director

Education

e Ming Xin Industrial College (Tahwan)
Work Experience

1996-2009 PlantDepartment Manager, Bangsaphan
Bammill Public Co., Ltd.

1993-1996 Manager, Sino-Holic Co., Ltd,

Sharsholding Equity : 0.06%
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5. Mr. Veerasak Laoruksakiat

Sales Department Manager

Education

o Bachelor's Degree in Marketing, Assumption
University

Work Experience

2000-2004 Deputy Sales Department Manager,
Bargsaphan Barmill Co., Lid.

1996-2000 Sales Section Manager, Bangsaphan
Barmill Co., Ltd.

Shareholding Equity : -

. Mr. Sheng, Chien-Hong

Flant Department Manager
Education

o China Juntop Institute Technology and Commence

Work Experience

19992009 Assistance Plant Department Manager,
Barngsaphan Barmill Public Co., Ltd.

1998-1999 Assistance Camp Manager, Samsueng
Heany industry

Sharehoiding Equity : -
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7. Ms, Chatrawadee Kumsanit

Finance & Accounting Department Manager
Education

e Bachelor's Degree in Accounting, Thammasat
University

Weork Experience
2006-2015 Deputy Finange & Accounting Depatment
Shareholding Equity : -
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Name

Company Registration No.
Type of Business
Head office

Factory office

Website

Registered Capital
Consisting of

Par Value

Paid-up Capital
Consisting of

Par Value

Other Reference Persons

Share Registrar
- Ordinary Shares

= Debentures

Auditor

A S
wh Repr

R

General Information

Bangsaphan Barmill Public Company Limited
0107547000702
A producer of round steel bars and deformed steel bars

8th Floor, Prapawit Blde, 26/1 Surasak Road, Silom, Bangrak, Bangkok
10500
Tel. 0 2630 0590-5
Fax. 0 2236 6995-6
8 Moo T Banklangna-Yaiploy Road, T.Masramphueng Bangsaphan,
Prachuablirikhan 77140
Tel. 0 3254 8384-9, 0 3269 1020, 0 3269 1558
Faoe, 0 3254 8392
vl Bsbm. oo th
1,132,500,000 Baht
1,132,500,000 Shases
1.00 Baht
1,132,500,000 Baht
1,132,500,000 Shases
100 Baht

Thailand Securities Depasitory Compary Limited

93 Ratchadaghisek Road, Dindaens, Bargkok 10400
Ms. Chonlares  Suntiasvarapom

Certified Public Accountant (Thailand) Mo, 4523

E Y office Limited

33rd Floor, Lake Rajada Office Complex, 193/136-137

Rajadapisek Road, Klongtoey, Bangkok 101107

Bargsaphan Barmill PLC, Annual Report 2017 | 25
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Nature of Business

Bangsaphan Barmill Public Compary Limited was established on 11 November 1994, with Baht 600 million initial
registered capital. At present, its fully paid registered capital (as of 31 December 2017) was at Baht 1,132.5 million,
consisting of 1,132.5 million ordinary shares at Baht 1 per share par value, The production plant is in Bangsaghan
District, Prachuabkhirkhan province. It recebved promational privileges from the Board of Imvestment, promotional
privilege approval No. 118672538 issued on 30 March 1995. The Company”s major development and progress are as

follorss

Moemiber 1994

March 1995

October 2001
Jarwary 2005

April 2005

December 2005
Aaurgust 2006

Apel 2007
August 2007

Apell 2008
August 2008

September 2009

Aprl 2010
August 2010

Septemnber 2010
Cetober 2010

Apel 2011
August 2011

Apel 2012
August 2013

Apel 2014
August 2014

The Compary was registered on Nowvember 11, 1994 with Baht 600 million indtial registered
capital to cperate hot-rolled steel bars production business,
The Board of Investment granted promotional privilege to the Compeany for its round
bars and defoemed bars production,
The Compary was gianted 150 90012000 certification.
The Compary made an initial public offering. And the Stock Exchange of Thalland approved
the Compary"s shares to be listed on the SET.
The first annual shareholders’ meeting was held after being a listing company. The meeting approved
dividend payment of Baht 0,05 per share,
The Compary was granted 150 14001:2004 certification.
The Board of Directors” Meeting approved the payment of interim dividend for the year 2006 at the
rate Baht 0.10 per share.
The Annual Shareholders’ Meeting was approved final dividend payment of Baht 0.10 per share,
The Board of Directors” Meeting approved the payment of interim dividend for the year
2007 at the rate Bahi 0.06 per share,
The Annual Shareholders’ Meeting was approved final dividend payment of Baht 0,12 per share.,
The Boaed of Drectors” Meeting approved the payment of interim dhidend for the year 2008 at
the rate Bait 0.18 per share.
Received the "Certificate of Good Governance in Ervironmental Management™ from the Ministry
of Inchustry.
The Annuel Shareholders' Meeting was approved final dividend payrent of Baht 0.08 per share,
The Board of Drectors” Meeting approved the payment of interim dhvidend for the year 2010 at
the rate Baht 0.06 per share,
Recetved the “Certificate of Good Governance in Ervirormental Management® for the second year,
The Company was granted 150 9001 2008 certification.
The Anrwal Shareholders” Meeting was approved final dividend payment of Balt 0.06 per share.
The Board of Directors” Meeting approved the payment of interim dividend for the year 2011 at
the rate Baht .06 per share.
The Arrwsal Shareholders” Meotirg was approved final dividend payment of Baht 002 per share.
The Board of Directons” Meeting approved the payrment of nterim dividend for the year 2013 at the
rate Baht 003 per share.
The Anral Shareholdiers” Meetirg was approved final dividend payment of Babt 0,05 per share.
The Board of Directors” Meeting approved the payment of interim dividend for the year 2014
at the rate Baht 0.03 per share,
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August 2016 The Board of Drectors” Meeting approved the payment of interim dividend for the year 2016
2t the rate Baht 0.08 per share,

February 2017  The Compary was granted 150 90012015 certification.

February 2017  The Company was franted 150 14001:2015 certification.

Aped 2017 The Annual Shareholders” Meeting was approved final dividend payment of Baht 0.06 per share,

st 2007 The Boasd of Dieciors” Meeting appeoved the payment of interim dividend for the year 2017 at the rate
Baht 0046 per share,

The Compary's core products are steel bars for construction. It produces round steel bars according to Thai
Incustrial Standard 20-2543 with diameters ranging form 6 to 25 mm, 10 meters in length, and in SR24 grade. Its
defoemed steel bars ae produced according o Thai Industrial Standard 20-2548, with diametess rangirg fioem 10
to 40 mm, 10 and 12 meters in length, and in 5030, 5040 and 5050 erades. The Company’s steel bar products ae
miajor raw miaterials in contrete bullding structure,

Revenue Shuchire

1. Dafoirmed Bar
2. Bound Bar

3. 5crap o1
Tetal Revenue from sale  2,052.82

Acconding to the above revenue structure, the propartion of the deformed steel bass sales increased significantly
from the previous year since the Company has completed the installation of machineny o erhance the production
pracess of deformed steel barsin 2015, With this upgrade production process, the Company can peaduce and continually
expand the market for the deformed steel bars sales.

Major raw materials are billets. The length to be used is six meters with ¢ross section ranging from 100100
mirn 2 150150 mm. They are imported from various countries including the previous Soviet Union Courtries, Turkey,
Mexico and China, for example. The Compary majorly uses billets produced from iron ore, Such these billets have
consistent guality standard, enabling the Company to efficiently control and minimize production waste, With the
use of Thermo Mechanical Treatment (TMT) in the production process, the Company can enhance the properties of
steel to a more solid and the use of air coolirg system via cooling bed in its production line ersures the consistent
steel quality through to the core.

With produdt quality and production process as its top priceity, the Company has received industrial standard
certification as well as 150 9001:201 5. Such nternational standard certifications eamed the Comparny a great recosnition
from buyer and people in the construction industry.

The company’s key target customers comprise of two groups as follow

o Distributors: large-scale distributors with high wolume purchase orders account for 90 percert of the total
pairchase onders. Most of them place orders onmanthly basis, They have Been the Company™s cusicners
for a lore time and have strong relationship with the Compary.

« Retailers, retailers, contractons and real estate developers: The Company adopts a special trade policy on
this group of customers by paying close attention to payment terms. This group of customers causes high
administrative expensas but the Compary can generate higher selling prices.

The company™s key strategies are as follow :

o Offering avanety of types and sizes of product to meet with diverse market demand and provideng madrmum
cormerience by beirg its one-stop-shop for customers.

Maintenance its ongone-reputation as a quality product manufacturer.

Being puncitual and speedy in product delivery.

Seltine appropriate prices considering market condition and competition.

Building and strengthening good relations with distributors,
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~——— Industrial Situation and Competition

Overview of the Steel Bar Industry in Thailand

There are several steel bar manufacturers in Thailandl. Most of them do not have the high production
capacity and are mainly located in the central andd eastemn regions of the countny. The usages of steel bar in
Thailand are mostly in line with the usages of cement or concrete in the construction indlustry. Therefore, it relies
on the factons that support the constraction sector, which are the significant indlicators of consumer demand.
Since steel bar is cne of the commadity products that the consumers do not find the difference from each
manufacturer, therefore, the competition is mainly focuses on the price. Especially in Thai market nowadays,
there are a lot of excess prochaction capacities over the domestic demand that makes the coampetiticn more
ntense.

Demard for Steel Bars
Maost of the steel bars are mainly produced for domestic consumption. The impacts ane then from
various factors effecting domestic construction sector 2.8, sovemment polickes on infrastructure, irgation and
transportation, private sector’s investiment, real estate sector expansion, efc. Moreower, the seasonality also
has the impact on the consumption volume as well Le. rainy season has an impact on the construction waord,
resulting in a decreasing consurmplion of steel bars,

In 2017, Thai economy grevw at the increasing rate from 3,29 in the previous year to 4% with the boost
from the private consumption and investment as benefited from the low oil price and inflation. However, the
world steel industry was still volatile as the steel price declined in the fiest half of the year before the price
increasaed steadily in the second half of 2017, Steel bar industry, our product, has also got the poor result of
the lower domestic steel demand from the construction industry. Therefore, the steel consumption demand
has dropped 13% from the previcus year.

Domestic consumption volume of steel bar ( Milion tons) 2912 3,365 3,276
Growth rate (96) =135 27 0.6
Production Capacity

As rmentioned earlier, the overall domestic production capacity from the lae number of manufacturers
in the industry is far higher than the demand in the country. Barrier to enter into this industry is considarably
low as the investment recuired for the construction of steel bar factory is Not 100 high and the production
technology is easy to acquire. Considering the level of expansion in steel bar consumgption over the recent
years, the exdsting domestic production capacity can respond to the domestic consumption demand for the
next several years. Thailand has taken some safeguands to prevent the import of steel bars from abecad through
the non-tarniff measures, All the steel bars distributed in the country rmusst fiest be certified by Thai Industrial
Stanclards (T1S) under Thai inchustrial Standands institute (TISIL
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The raw material cost represents a hish proportion of the total steel bar cost. The cost of billets (main
raw material), reacy for rolurng, 15 accnuntad for more than 8036 of the <pll e price, T hereby, the change in
raw matenal price sienihcantly affects the business profitability. Sufhcient raw material proourement in a timely
basis and at the competitive costs can generate good profits to the Company. In the meantime, selling price
is determined by the market mechanism which is not significantly different from other competitors. The main
raw material used for producing steel bars, billet, acquired either locally from smelting scraps then casting into

billets or imported from abroad (both from smelting scraps and producing from iron ores in the blast furnace),

Competition

r | e . . ¥ 4 | ! e 7 - 9 ¥ | o | .
sheel bar is the controlled product under industrial standards, Therefore, both quality and properties

of the products are not much different. Competition in the industry is mainly foouses on pricing strategy. In

the high competition ermdronment, pricing strategy may concentrate more on lguidit: manaement than the

profit per unit. However, maintaining the good relationship with the trading partners is regarded as a significant

= i

delrerny and payrme

In 2017 steel bar industry was in the upward trend acconding 1o the world steel price situation.

As a result, the steel bar price moved upward in the secend half of the year but the cost of billet increased
at the higher rate. As a result, the gap between the selling price and the cost of the billet has been narrowed
down, causing the reduction in the profit margin of each manufacturer, Therefore, each manufacturer had

rushed the ordering process of raw material to produce the products a5 quickly 25 possible in order to be sold

in the highest volume, Howewvear, the world steel price was still fluctuate and ungredictable, It was necessany

to carefully manage the ordering process, stock of raw material and cost of sales.

'
¥
o

Sk ]
.
AR |

WA,
Smanaan

e

FaNA

Al T R
L

A A



Uov8nuIdgD

AUIEEDINAILUWLWILKIDDSIAIKEN

wrlintuiududilnndng (Commedity) sfimilsiiimmdoubnmdinensuRiuiuilnndued
Buq o uoh s wilen lunmedaodindweniSrinlngfonhdvingiudn fo odrwindmdodada
(Billet} Hidndngaamismniome 50 vortupyieduiwond Sdnlbmiluesmndhgiueniunsann
Fovwiufesm o vaelsoneiia (Spot price) weniiprrmefunmndduilneadonnmsanadidsty
sne Tnhilime S enalunnoudf s 3 dou Tuornhddweisgfunddidud st
GmSumindu) sodwhusely v asamsewiviiy Tmodnoeinmfsuaieninen sl sk du
Humudnsiidmaneusonansfuiivimilaoess odrlsfmlusseswdiiiflmsmuwadieeiry i asflown ey
iellosfindovmesmunds: SulsundyePovwsanh wu fisam London Metal Exchange wiosasanyiug
Tuztuuviug Bembudifusiodolorium il flusuen

uanaind saerssovcariiar IS silunsai e ediiusiatududminladnilan
darsiuslunnimrdegivhs e figisseenindnouldnnd: Srndnmmusdeirgiulfonndes
fuBuiaeudsaelfdndulusnme FedrenSuadudradslussfviivasanfsasmudseinn s
Wisuuawsrmdnan Emﬁaiﬂﬁﬁuﬁ'mﬂﬁ'ﬂqﬁunﬁmﬂlﬁm:rmri'uﬁnmuhﬂwmmﬁaﬁima'iﬂﬁm:;munﬁ
T A R 1

AUEsDoINMsTaUMudsuInuis:msdasim

FsinuUssrsunauasiidmrdnlarumelusemiTord wnannfiund e wfsinsli
Wan iligudnanilwelimmaliidamsuinidoution Sullrasessdvinmussfuunsde Sudnusaes
Sefuiuieeierimemeiun s lifmrt dnmadalieghnsfviigufivmeiemufuiluSumiio Sdwnniuli]
gUwnsengmaslussfuifundwusownmls wbtrsrreeursgdnsrnsmaiednasld uadhm
H3a0 1y ivsgivwaes Trraiorrslfvdndumeie Tuwasidudmmsooniimudwunmdumes
(huan fomrpsreduilunawindidus: winadumiisrd supiioisifs

wnmgfnamiilidsnionivilarmanpureaensdsmdndunmildudumudmnmos
69 findiurs Snduvueiiinmssiulomariorediumaluladnsndn mmfrwg uasrsamuiiatu wiluvas
FenffsDuduiisisriisiatuing Inudud e s nniruivaret 2567 duian wisgwlsfie i 2558
wisnldiiuninsumorimfninhsidn mbiumaounmdubusomdndutofomdaaie il
awmordrdufusstmrluduvonrlinddedodfunniu dwalivisndudadnndnduiinsadisdufimg
Wyt m wRpn e Soglullegi

Fmiumsinimdndunnsndsanaugndialasdunmamsfsemilailsn® (Noe-tariff Bar-
rier) Tnongareifubidud sl nmduiollfunnivs e mipuguamAud o nd mine narm g ugRa S S IL
Ussmalnetountsinonimning winmnsfnanfamisnndouidan wulsemAlflussiuininiuden
gamiinrnintiundnswgrensinkizmeey

3 | swrwtizdn 2560 @ vise vnsswwyide g (uvoeu)



Risk Factors

Risk from Fluctuation of steel prices

Steel proclucts are considered as one of the commedity which is sensithve to the price like other
commodities such as oil, coal and rmetals. Billets, the main raw rmaterial which accounted for approwimately 20
% of the cost of goods are mostly imported, Generally, the curent trading market transactions are executed
at the spot price and goods are shipped by sea freight from the manufacturers in vanous continents, It takes
arcund up to 3 months for shipping the imported billats for further production. During the pericd betwaen
the booking date and the billet recefved date, and until the steel bars have been produced (via hot rolling
process) and distributed, prices of steel may vany from the previous forecast, This is the most direct risk that
effects the Company’s operating performance. However, recently there is an effort to develop financial teols
1o protect or compensate the risk namely forward contracts such as in the London Metal Exchange or other
foerns of derivative which may be used as tocl for risk protection in the future.

Throughout the time, the Company committed to build the strong relationship with the waorldwide
distributors of billets to secure the supply of raw material at the fair price and fast delivery. Moreover, the
Company planned 1o purchase the raw material in line with the domestic demand for steel in arder 1o keep
irventories at the appropriate level to reduce the risk of such price change, In addition, the Company is seeking
for domestic billet sources to help ensure the smooth and continuous production.

Risk from the excess supply and price compefition

Due to the overall domestic production capacity from the large number of manufacturers is far higher
than the demand in the country therefore most of the manufacturers utilize their capacity at the low level.
The lowe volume of production causes inefficient and high prodiuction cost, 5o that it is necessany for each of
themn to produce in 2t least more than the break-even point. This creates over supply in the market and price
cutting is unavoidable strategy. In some interval during economic slowdown and demand contraction, some
manufacturers of steel bars may hawve 1o sell at the price lower than others and even below their costs due
to their cash flow necessities.

Based on the above reasons, the Company has to adapt itself by expanding s production lines to
produce round steel bars with diameter of 6-9 rmim which have low competition and recuines higher production
tachnology, skill and investrnent but eam higher profit rnarging The production and sale of this product have
commenced since late 2004, However, Company has completed the installation of machinery to enhance the
praduction process of defarmed steel bars in 2015, With this upgrade production process, the Company can
procuce and expand the market for the deformed steel bars sales,

As a result, the Company becomes the manufacturer of all ranges of size and quality of steel bars,
which are cumently in demand, Moreover, Company®s production lines can be adiusted to produce some sizes
of black shaft for usage in mechanical industry and integrated inclustries.

The impoetation of steel bars is limited by non-tariff barier because the imported steel bars are
forced to get the guality certification from the Thailand Inclustrial Stanclards Institute before sales distribution,
Howvever, such measures can protect domastic manufacturers to a certain extent only because thane are still
cheap steel bars imported from abroad.
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Risk from the fluctuation of the foreign exchange rate

Using importad billet as a key raw materials, the Comparny has trade payable in foreign curmrency.
Thus, the Compary faced the risk from the fluctuating foreign rate comparing the rate on the date that the
Company agreed 10 order the raw materials and the date that the Company had to pay for the products. That
mizans the oasts in Thai Baht are subjected 1o fluctuate at the onder date (while the Comparny sells its products
locally in Thai Baht) and causing the managing of the metal spread even more complicated.

The Company realizes the importance of stability in the management of foreign exchange risk
effectively, especially in circumstances where the Baht is more fluctuating. Therefore, the Company imple-
mented the tight policy to lmit its risk from foreign currency by engaging in forward contract or conversing the
obligation for rave material into Thai Baht as soon as possible. The Company has a revolving credit facilities with
a commercial bank in the form of foreign cumency, Thai Baht, and foreign currency fonward contract. Based on
this palicy, the Company has no debt in US dollar as of December 31, 2017,
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Significant Changes

Preduction and sales of Special line

The aggressive competition in the steel bar inclustry is due 1o excessive capacity while most of the con-
semers view that the products of each marufacturer are nat significantly different. Therefore, competition is
mainly ¢n pricing strategy. Consiclaning the adisting production potential and raw matenals procurement, the
Comparny focuses on the products with fewer marufacturers and lower competition in comparison with other
general products. The Company has gained a processing cost acvantage from the investrment in the Special
lire gince 2004, Gross profit maegin from this Special ling is higher than other prodhuct lings, while increasing
production capacity and market espansion can be done consistently. However, the Company realizes the
limitations of this Special Line market that its consumgtion is limited. As the Company's target is to increase
its rarket share, thus, the fotus in increasing only the Special line sales & not encugh to meet that taget. In
2015, the Company had the project to improve the production ling and increased the sales of Normal Line
products, both round bars and defomed bars, As a result, revenue from the sales of the Special Line dropped
to only 15.1 percent of the total sales at end of 2017.

The proportion of sales from this special line for the past 3 years is shown below :

Steel Bar from Special Line 15.1 4.3 29

Production Based on Trading Alliance’s Demand

Due to the excesshae production capacity, in 2012, the Company entered into a joint business contract
with one alliance by producing steel bars under the alliance's brand which was well known and crecibbbe in tenm
of quality. By this transaction, the Company expected that it would not only increase sales and revernses, but
also helped increasing the production capacity utilization and leading to the economy of scale, Furthermorne,
this alliamce has a high level of financial reliability. Therefcre, the increase in sales volume from this transaction
ncurs a bow nsk from payment collection,

The Company can build up the conhdence with this trading alliance from time to time in terms of the
quality of products, reasonable price, fast and punctual in delivery. Therefore, this alliance has increased the
volume of coders and the sizes of the steel bar produced. As a result, the proportion of the sales from this
alliznce has been increased over the past bao vears as shown in the below table ;

Steel Bar under the Trading Alliance’s Brand 35.1 232 16.7
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3 to 5 Years Goal

Profitability and Dividend

The Company”s goals within the next 3-5 years will focus on maintaining profitability and ability to pay
dividend 1o the shareholders consistently in compliance with the Company's dividend policies. Moreower,
the Company has 1o continually maintain the current strong financial position by implementing the following
policiss :

» Manage risks appropriately, especially the risk of steel price fluctuation and foreign exchange rate risk.

= Offering a variety of types and sizes of product 1o meet with diverse market demand and providing
maxirmum corvenience by being its one-stop-shop for customers.

o Focus on §00d peofit margin products with a few manufactunerss.

» Maintain the sood relationship with the supplens and increase the raw material procurement channels.

« Implement the appropriate marketing strategies, avoid price competition, etc.

Sales Velume and Market Share

The Company realizes the importance of increasing the sales volume and market share and therefore
sets up policies to maintain a good balance bebween making good profit margin and increasing the sales vol-
um, In 2017 the Company can maintained the sales value at the same level as the previous year while the
cwierall steel market had declined This was due 1o the sales strategy that offer the vanety of type and sizes
of the products for both round steel bars and deformed steel bars in order 10 meet the customars” demand.
As a result, the Company can expanded the market share of the steel bars sales fram 5% in 2016 to 5.5% in
2017,

The Comparry has set the sales volume growth target in 2018 at 2006 from the previous year and increase
its market share to 6%.

Production

The Company has managed the peoduction plan at the appropriate level and in line with the sales fore-
cast. Although the higher capacity utilization will allowy the econcrmy of scales to reduce the fixed cost per unit
but the current rate of the capacity utilizaticn of the Company & still in relatively low level comparing to the
exdsting capacity. The current capacity can accommodate the increase in production volume in several folds
without the additional investment.

However, the Company has planned to continuously improve its production process and the guality of prod-
uck In 2015, the Company has camied out the installation of machineny to enhance the properties of hardness
steel. With an investment of Baht 50 million, the Company can reduced the material costs and increased the
efficiency in the production process of the deformed bar. This project was completed in late 2015 and the
Company can produced and increased the sales of deformed steel bars.
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Dividend Payment Policy

The Company's dividend payment policy is strictly based on madmum long-term benefits for sharehold-
ers. Details are as follows:

1. The Compary has a policy to regulardy pay dividend at 40-60 per cent of annual net profit under
conditions set by the Laws.

2. In case the Company needs large capital for business expansion, the Company may pay dividend
lower than the rate mentioned abowve, On the other hand, if the Company does not need it, the
Company may pay dividend higher than the rate mentioned above a5 deemed appropriate, Sharsholders’
lorg-term benefits are key factors in making decision on dividend payment.

Dividend payment must not have significant impact on the Company's general operation. Factor affecting
dividend payment are business performance, financial status, liquidity, business expansion plan, the Company”s
clebt senvice and other factors related to the Company's business cperations. Dividend payment must be
approved by the Board of Directors andfor shareholders” meeting, depending on the case may be.
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Shareholders and Management

Shareholders

Top-10 list of major shareholders, shown with their ultimate shareholders as of 26 February 2018 are in

an exhibit below.

1. Viriyaprapaikit Group
Mr. Piya Viriyaprapaikit
Mrs. Kanokvipa Viriyaprapaikit
Mr. Win Viriyaprapaikit

2. Mr. Lee, Chih-Tsung

3. Mr. Lee, Chien-Hung

4. Thai NVDR Co., Ltd.

5. Mr. Fang, Jin-Long

6. Mr. Lee, Yeh-Wen

7. Mrs. Fang Lee, Fong-Chiao

Mrs. Cheng, Wei-Fang
Mr. Fang, Wen-Hung

10. Mr. Fang, Yuan-Hong

Bangsaphan Barmill PLC. Annual Report 2017 | 45
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Management

Maragement Structure

Management of the Compary composes of Board of Ditectars, Audit Committes,
and Executives.

Board of Directors
As of 31 December 2017, member of the Board of Directors consisted of 9 persons :

Murmnber of directon whao is also an exsdutive 1
Mumber of ditectors who are not executives g
Murnber of independent drector 4

The narmes of the Board of Directors are as follows :

1. Mr. Taveeesak Senanarong Chairman, Incependent Direchor
2. M Win Vimapiapaikit Director

3. Mr. Komkris Prachakris Independent Director

4. Mr. Charin Hansusbsai Independent Director

5 Mr. Tawat Polouamdes inclependent Director

6. Mr. Fang, Jin-Long Director

7. Mr. Lee, Chien-Hung Directon

8 Mr. Aruseat Chaiktthvanich Director

9. Mr. Lee, Yeh-Wen Managing Director

Murnber and Qualifications of Independent Director
a Boand of Directors must comprise of Indapendient Directons in at least one-thirds of total numbser
of Directons but shall not e less than 3 persons.
o [nclepenciant Directors mean Directons that have the followirg cualifications

1. Independent Director shall hold shares in the amount not exceeding 1 percent of total
shares with full voting rights of the Company, subsidiaries, associated companies o legal
entity that might have conflict of nterest induding shares held by the related persons according
to Clause 258 of the SEC Act.

2. Independent Director shall not be Managing Director, staff, employee, permanent achvisor
and person who has power to control the Company, parent company, subsidiaries, associated
companies, subsidiany or legal entity that has potential conflict of interest.

3. Inclependent Director shall has no blood relation o legal relation as parent, spouse, sibling
and offspring inclucting spouse of offspring with the Executives, major shareholder, person
who has poweer 1o control or person who is nominated as the Baecutives or person who has
power 1o control the Company o subsidiaries,

4. Independent Director may have Business relations with the Compary

Bangsaphan Barmill PLC. Annual Report 2017 | 47
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(2) Type of relation

o Ralation in form of professional senvices

= Types of relation @ Auditor, other professional services such as legal advisor, financial
advisor, propety appeaiser and ete.

- Significant level that is considered not indapendence

= Aucfitor : Mot allowsed in all cases

- Other professional services : exceeding Baht 2 million p.a. par contract

e Trade relation/Business relation (use guidelines similar to regulations on related party

transaction of SET).

- Type of relation : covering all types of business trangactions such as nomnal trading
transactions, rental contracts, property leases, assetfsenice related transactions and
transaction of granting or recenving financial assistance.

- Significant level that is consiclered not independence: Transaction amaount is ecual to

- Baht 20 million or more or at least 3% of net tangible assets (NTA) of the Company
of mone whichever is lower. Total transactions include transactions took place during
the period of 6 months pror to this transaction date.

b}  Incase of relation accornding to (a) with legal entity or person that is considered not
incependence such as major shareholder and MD.

el Prohibited period of relations according to (a)and (b): 2 years prior to the appointment
and at present.

(d) Exceplion : In case it is necessary and appropdiate but not regular and continucus,
Independent Directos/Director of Audit Committes may have relation exceeding the
significant level while hefshe is steel in the office but it requires prior approwval from
the Board of Directors by unaninmous votes,

5. Independant Director shall not be appoirted as the representative of the Board of Directors,
rmajor shareholder or shareholder relating to the major shareholcher,

&, Independent Director shall have no characteristic, which does not enable it o express the
opinkon ndependently.

7. Independent Diector having qualifications according to Neo.1-6 above mentioned may be assigned
by the Board of Directors to make joint decision in the operations of the Company, parent
company, subsidianes, associated companies, subsidianys in the same level or legal entity that
may have conflict of interest through the collective decision,

Authorized Directors
1. M. Win Vifiaprapaikit Director
2. M. Fang, Jin-Long Director
& WAL Ancawat Chaikitthanich Director
4, M. Les, Yeh-Wen Managing Director
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For any signing of autograph for binding the Compary in any transaction, two of four signaturas of the
authorized directors are required togather with the Company's seal

The Comparry Secretary appointed by the Board of Directors is Mr. Sathit Kosinanondh , who is also
responsible for the secretary to the Board of Directors.

L

2.

. Dasignate the Company”s vision mission and business policy to bring about stability, balanced benefit

of all concarns, and maximize benefit of sharaholders.

Censider and approve the Company's business plan, strategy and budget, as well as follow up the
Executives, which operation reports are submitted in a regular basis.

Consider and advise of change in organization structure, policy and human resource plan,

Supervise the Company”s internal control and risk management systems.

Supervise the Company's intermal and external auditing process to ensure their efficiency.

Consider and approve the guarterly and yearly financial statements to ensure compliant with genarally
certified accounting principles.

Devote themselves and their time {0 the Compary. Seek no benefit for eneself or any particular
persen and do nothing that is against the Compary”s benefit or competes with the Company”s businesses,
Manage the Company's business 1o comply with laws, the Company's objectives, and regulations to
presere the Company's benefit. Ensure the Company's business practices, especially for connected
transactions and inside information, are strictly in line with the regulations of the Stock Exchange of
Thailand and the Securities and Exchange Commission.

Create corporate governance and good practices as a listed company in the Stock Exchange of Thailand.

10.Protact the benefit of both major and minor shareholders with justice. Report acourate Company's

infarmation trarsparently to shareholders,

11.Promote ethics among employees at all levels with closaly monitoring for results, in order to prevent

malpractice, abuse of authority and illegal actions.

12.To brirng about close supervision of the Company's operations, the Board of Directors could authorize

directors, subcommittes, person or legal entity to undergo tasks as assigned by the board jointly
together or separately. Any authorization must be under the legally specified scope of authority of
the Board of Directors and is subject to be clarified on the scope of such autharization. The authorization
must not allow the authorized person (5) to consider and approve agenda that the authorized person (s)
and-or persons with possible conflict of interest may be concemed in term of benefit or loss, or may
disadvantage the Company in any nature,
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Audil Committee

As of 31 December 2017, the Audit Committes consisted of 3 independent directors, each of which

holds the office for three years (from 27 August 2015 - 26 August 2018), as follows:

1. Mr. Eomikeis Prachakris Chairman of the Audit Committee
2. M. Charin Hansuebsai Audit Committes
3. Mr. Taweesak Senanarong Audit Committee

Mr. Komkris Prachakris has knowledge and experience which are adequate for performing its duties

on review the reliabilities of financial reports.

9.

. Review the financial reports of the Company to ensure accuracy and adeguate disclosure.

Review the intermal control systems and the internal audit function of the Company to ensure that
they are adequate and effective and to consider the intemnal audit independence, as well as to approve
the appointment, transfer and dismissal of the chief of the internal audit.

Review the practices and processes of the Company to ensure the compliant with the securities
exchange requlations and other relevant Laws.

Agsess the adequacy of the Compary’s risk management systems and the remedial measures for
those risks that have material impact on the Company.

Evaluate and nominate to the Board of Directors the appointment of the Company s auditors together
with the recommendation on their compensation. The Audit Committee neads to convene with the
auditor at least once a year, but without the paricipation of the Compary™s Exacutives.

To review connected transactions, or transactions that may lead to conflicts of interest, to ensure that
they are in compliance with the Law on securities and exchange, and by-laws issued by the aforementicned
Lanas,

. Prepare the Audit Committee’s report on the result of its overseaing activities and have it expressly

disclosad in the annual report. The report must be signed by the Chaiman of the Audit Committee,
With the consent of the Audit Committes, carry out other matters as may be assigned by the Board
of Directors of the Compary.

To report the Audit Committea’s activities to the Board of the Directors at Least fourth a year

10. In performing its duties, the Audit Committee is empowered to order the Compary’s Executives, unit
heads, or ary relevant employee to give opinion, attend meetings, or hand over documents deemed
relevant and necessary 1o the Audit Committee,
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Company's Execulives

As of 31 December 2017, the Comparny's Executives consisted of T members

1. Mr. Lee, Yeh-\Ven Managing Director

2. Mr. Thavee Jatchavala Executive Deputy Managing Director and Acting Administrative
Department Manager

3. Mr. Sathit Kosinanondh Deputy Managing Director Finance & Accounting and Company
Secretary

4. Mr. Chen, Wu-Hua Deputy Managing Director

5. Mr. Veerasak Laoruksakiat Sales Department Manager

6. Mr. Sheng, Chien-Hong Flant Department Manager

7. Ms. Chatrawadee Kumsanit Finange & Accounting Department Manager

Maraging Director reports to the Board of Directors and has the autherity and responsibility as stated

below.

1. Perform the duty that complies with Laws, chjective, and regulations of the Company, policy, and
assgnment of the Board of Directors.

2. Designate strategy and prepare the yearly business eperation and budget plan for the Board of
Directors' for consideration and approval in appropriate time frame.

3. Improve and revamp organization structure and plan conceming human resource management
to be in line with the business operation and budget plan. Propose the plan for consideration and
approval from the Board of Directors.

4. Toensure of smooth business operations, managing director is responsible for revising and improving
operation manual on human resource, accounting and finance, and procurement, and propose
the changes of manual for the Board of Directors’ consideration and approval.

5. Run the Company's operation under the designated business and budget plan, and achieve the
target sat by the Board of Directors.

6. Managing director has the authority and responsibility as stated in the authorization manual and
cannot commit anythirg that may benefit onesalf or is against the Company's benefit,

7. Perform other duties as assigned by the Board of Directors.
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Selection of Directors

Board of Directors

The Company has not set up a nominating committee to select persons to be the Comparny’s directors.
Hewever, the Company has designated criteria in appointing directors. The selection of directors is considered by
the Board of Directors, based on each person's qualifications, experience, vision and creditability. Furthermore,
according to the Company’s Articles, in each annual general shareholders” meeting, a third of the directors
must be replaced by one, which are elected by shareholders’ meeting on the following principles.

1. Each shareholder has cne vote per each share that they own.

2. Each shareholder can exercise all votes that they have and could vote for one person or 2 more, but
they cannot give more votes to any candidate than otheds),
3, Candidates with the highest scores in respective order will be placed in the available vacant positions.

In case of equal votes receied by candidates, Chairman of the Board of Directors will be the one to

make decision on the appointment,

In case of vacancy due to other cases than yearly automatic term expiration, and the term is not
less than 2 months, the Board of Directors is subject to select qualified person(s) without army nature against
laws goveming public companias in the next board meeting, Successful candidates must receive at least three
quuarters of votes from the existing members of the board directorship. The replacement director ends on the
same date as the outeoing one,

Audit Committes
The Board of Directors appoints 3 independent directors as the Audit Committee, each of which must
qualify regulations under the Securities and Excharge Acts, and holds the office for three years, At least one

of them must has knowledge and expenence which are adeguate for performing its duties on review the reli-
abilities of financial reports _The Audit Committee members who vacate the office might be re-appointed.
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Good Corporate Governance

Rights of Shareholders
Board of Directors’ policy regarding the supervision of shareholders

The Board of Directiors realized the impodance of the good corporate eovemance, which was the key factor
to strerethen the organization's efficiency and the foundation of qualitative and sustainable growth of business as
well as promotion of the organization”s transparent operation, which could be verified to enhance the confidence of
shareholders, mestors, related persons and stakeholders, The Board of Directors believed that the sood corparate
eovernance would add economic value to shareholders and masdmize the benefit 1o stakehaolders of the Company.
Thiss, the Board of Directons committed to supenvise and oversee the Company s operation to befully in compliance
with the principles of sood corporate sovernance and rules of eood practice for Listed companies acoording to
suidelines of Stock Exchange of Thailand (SET) and the Secwrities and Exchange Commission (SEC). The Compary
has had a ot of ecod practices implemented and also has several other ones undergone development. From the
latest apprabal on eood corporate eovernance in the year 2017, we were counted on with a soone of 68 percent by
the Institute of Directors (K00) with backup by SET and SEC.

Giving an oppertunily o shareholders to study the information prior to the Shareholders’
Meeting

Shareholders were provided via the Company”s website 2 channel to propose agenda for the Annual General
Shareholders” Meeting to the Boaed of Drectors, starting 30 November 2017 for the period of 60 days for consideration
and appeove agenda for the Anrwal General Shareholders” Meeting for 2018, In the prepatation of every meeting,
the Company has a policy to strictly comply with the law and repulation In the previous year the Comparny held the
Anrual General Shareholders’ Meeting for 2017 on 26 April 2017, whereas 6 cut of 9 Directors attended the Meeting
(6 out of 9 Directors attended the Meeting in 2016).

The Company assigned Thailand Securities Depository, Company’s Registrar to send the inwitation letters
notifying the Asencla of the Meetirg together with the opinion of the Board of Directors and the Anrwal Report, 23
dlays prior 10 the Meeting (23 days in acvance in 2016). Besides those details are also published a morth earlier on
the Compary”s website, including the Anrwal Report.

Promoting the Rights of Shareholders

I the Arvwal General Shareholders” Meeting in 2017 on 25 April 2017 at Silom Ballroom of Heliday Inn, located
o 981 Slom Road, Silom, Bargrak, Banghok, the Meeting started at 14.00 with inétructions on meeting proceed, acting
wote, and notification on the Compary’s regulations in régards 1o the meeting. After an introduction of Directors and
relevant persons in charges, the meeting proceeded according to the agerda without adding any additional item to
Agendla from both the shareholders and Directors. There was no sisnificant charge of information without advance
notice. The Board of Directors allowed the shareholders to inguire and propose ther sugsestion in each item of the
ageria until they were satished. Chief Financial Officer attended the Meeting to provide the information todether
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with the Auditor to answer the questions if ary. The Comparny Secretary and a few staff recorded the minutes of the
meeting and courted the votes as well as prepared sufficient ballots for veting for each agenda to every attending
shareholders. The meating took around 2 hours.

The Company was granted by the Thai Investor Association an “Bxcellent ® grade for holding of the Company’s
Annual General Shareholders’ Meeting for the year 2017, with higher scores than average of Listing companies in the
SET. We have got “Bxcellent™ grade for the eighth consecuthwe years,

In adicition to phone call contact, the Compary has provided the other channel for shareholdlers, irmestons
and rterested public 1o contact the Investor Relations Unit via website wwwebsbm.goth, where as messages ¢ould
ke put and delivered to the Irvestor Relations Unit.

Equitable Treatment of Shareholders

Ir énveery Shareholder's Meeting, the Company has a policy 1o assien an Independent Director 10 be appointed
a5 prowy of the shareholders who were unable to attend the Meeting. In the Anrual Gereral Shareholders” Meeting for
2017, Mr, Kombris Prachalris, Independent Director and Charman of Audit Commitiee was assigred to be appointed
a5 the prosy of shareholders who was unable to attend the meeting a8 notified in the invitation letters where prosy
documents (type A, B and C) were also attached,

The Compary disclosed voting results of each agenda and each vating item (¥ any) ncluding approval, chijec-
tion and slent votes, a5 well as shareholders” inquines and suggestions with the Directors” responges in the Minutes
of the Anrwal Gereral Sharehclders” Meeting, The Minutes were published on the website [www bsben.coth] of the
Compary.

Role of Stakeholders

Treatrent to Groups of Stakeholders

The Board of Directons recognized the rights of all groups of stakeholders and treated them on fair principle in
compliance with the rules, regulations, Laws and Companys relating policies. Guidelines and the report of the result
of the practice o all groups of stakeholdars are summarized below:

Shareholders: The Compary has acted as good representative of shaceholders in operating the business in
order to create shateholders” satisfaction by taking the growth of Compary”’s value on the
long-term basis with good and regular return in to consiceration.

The Compary disdlosed the transparent and reliable information to shareholders, usually using
disclosure channel provided by the SET, Moreower the information i avalable in Thai and
English in the Company’s website [www.bsbm.cothl

Since 2004, the Compary has conformed to the policy of regular dividend payment by paying
dividend not mare than 2 times per annum, i there is profit and cash enough for the coming
operations.

Ir 2017 the Company held the Anrwal General Shareholders” Meetire on the date, time and
place that were corvenient for shaseholders to attend by corvening the Meeting at the office
hours of the Compary, on Wednesday 25th April 2017 at 14:00, at Silom Ballroom of Holiday
Inn Slom, Bangrak, Banghok.
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Trade Fartners:

The Company ntenced to create the atmosphere in work place which has safety and sanitation,

The Company will presenve quality employees by providing a suitable benefit and good welfare
such as unifoem, personal safety equipments, meals, holidays and financial asisance on various
occasions. The Company also provickes developing their capability and necessany skill to
promote their potential and optimize ther capability, such as cutside semirars, on-the-job
trainings, and other plant visits.

Morecver the Company provided the employee annual health check in acoprdance with risks
each employes may conoemn, ncludrg ear and eyeseht check, general health check in addition
to providineg of safety and healtiy wodkplace, preventise measures for accident, and emergency
plan with training.

lr 2017 the Company did not have any dispute case with any employee,

The Company operated the business with trade partners that would not tamish
Company’s reputation or was not mmaodal o unlawful business. The Company intended to
create good relationship with the trade partner for mutual benefit in the long unandhad a
policy to strictly comply with the contract and conditions agreed with the trade partner. In
2017, the Company had no dispute case with any trade partner and did not recehse any
complaint reganding the cperation with the rade partner,

The Compary welcomes all trade partners, existing or new, from Local or other district, with
a consiceration of the Compary"s benefits on quality and price. The Company together with
other members of Sehaviriya Group holds an annual meeting with trade partners in order 1o
publicly synchronize understanding of trade euidelines.

The Comparsy committed to create customers” satisfaction and conhdence inregeiving quality
products and serviges in the reasonable and fair price. The Company had a policy to strictly
comply with the contract and trade conditions agreed with customers. In addition, the Company
wsually supports information exchange between customer and itself, as well as maintaing and
develops eood relationship with all customers,

The Comparry i always aware of direct retail sale o construction material thops o end users
because it could compete with the Companyy s main customers who are stockists o wholesale
cealers.

The Company supposted and promoted the policy of free and falr competition and complied

with the rule of good competition by not damaging competitor’s reputation with groundless
slancler. Last year the Company did not have any conflict or dispute with the trade competitors.

The Compary éntéred into a member of 3 lot of business associations in related to the
Coemnpany’s business, including The Federation of Thai Industaes, The Listed Companies
Association, ron and Stesl institute of Thaland, and the Association of Thai Steel Industries,
in order to establish or retain good relationships and to excharge business information.

The Company realized the responsiblity to the community by sponscing and participation
in the activities that were necessany to the community where the manufacture of the Company
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& situated. In 2016 the Company as 2 member of Sahaviriya Group cooperated to proceed
with the a variety of acthvities to conserve the environment and develop the community on
sustainable basis, detads as shown under the topic of “Corporate Sccial Responsiblity™ in
this Anrual Report,

I addition, the Company has promoted the use of rescurces efficiently and cost-effecthvely.
Ernployees need to be attentive and work with a sense of safiety and take into consideration
of the erndronment.

Supervision of Related Party Transactions

The Board of Directors had a policy to prudentially and farly supervise the trangactions that misht create
corflict of interest with the related parties such as Directors, Executives, major shareholders, employees by assining
the Audit Committee 1o codperate with the Intemal Auditor to consider the trarsactions that might create corflict
of interest with the related parties acoording 1o the quidelines appeoved by the Board of Directors and the rules of
the SET and SEC on monthly bass, Comparison of price dealing with outsiders and related parties are also in the
morthly report for consideration.

Measures and approval progess as well as reasons and necessities of connected transactions are revealed
ungier the topic of “Related Transactions™ in this Annual Report,

Infigemation of conmected transactions is also disclosed in (1) Notes to the Quartedy Finarcial Statements (2)
Arvwal Report and (3) Form 56-1.

For the measures to prevent the Directors and Executives from using insider information for their own benefit
of others in a wiongful manner, see the topic of "Supendsing the use of nsider information” in this Arnual Report
fee the information on policy guidelines, practice methad and punishment. The Company reported that in 2017, no
Director o Executives o any officer viclated the policy on supervising the use of insider information.

Disclosure and Transparency

Information Disclosure pursuant to the regulations of SET

The Company has a policy to disseminate Company s information to investors both shasehaolders and potential
shareholders via channel that provide information to receivers on equal basis. In 2017 the Company disclosed the
information mainly via SET News. The Company appointed Mz, Lee Yeh Wen, Managing Drectcr and Mr, Sathit Kosi-
nanocndh, Deputy Managing Director and Compary Secretary 1o have the authority to report such infoemation, Last
year the Company was able to fully comply with requlations eoverning information disclosure of listed companies.

Performance of the Board of Directors and Committees
Details of the Boand of Directors
The Board of Directors comprises of 9 directors, 4 of which are independent directors. For more detailson
bicgrapkhey, authority, duties and remuneration, please see ‘Detalls of Board of Directors’ and “Shareholding Structure
and Management' in this report.

The Company has only 1 Commitiee namely the Audit Commitiee compeising 3 independent directodns
appointed by the Board of Directors and will hald the office for the term of 3 years. For maore details on biography,
authaority, duties and remuneration please see 'Detalls of Board of Directors' and "Shareholding Structure and Man-
agement” in this repord.,
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- Performance in the previous yeat
in 2017 the Company held totally 12 meetings and Company Secretary acted as secretary to the Board of
Dieectors. Each director received the invitation letter together with detalls of each item in the Agenda, 7 days prior
to the meeting, In each meeting at least half of directors attended the meeting. Chairman of the meeting allowed
directors to fully express their opinions and the meeting took around 1-2 hours, Attendance records of each director
are as follows:
Board Meetings and Audit Committee"s Meetings in 2017

Wir. Visith Noiphan (%) a7 5
Wi, Taweesak Senanarong (**) 12112 05
Mir. Charin Hansuebsai 12712 55
Mir. Win Viryapeapaikit 10712 v
M, Kombkeis Prachakis 12712 oD
Mir. Arwawat Chaikittvanich 10712 :
Wi, Tawat Polguamdse (**") a4 ’
Bl Fang, Jin-Long 4512

&, Lee, Yeh-Wen 12712 =
Mir. Lee, Chien-Hurwe 2 »

Mote (%) MeVisith Moiphan resiened from Director on 28 August 2017
(") M. Taweesak Senararong was appointed a Chaiman on 28 Ausust 2017
(%) Mr.Tawat Polguamdes was appointed a Director and Independent Director on 28 August 2017

In 2017 the Audit Committee made a self-assessment theough the form guided by the SEC and found that
the committes was qualified in terms of specification and operating result under the soope of duty and authorities
according to eood practices advised by the SET. Moreover, the Audit Committee has reviewed and modified the
Charter of Audit Committee which has been approved by the Board of Directors.

Quality of the Financial Reports

The Comparry had a policy to prepane accurate, complete and transparent hinancial reponts in acoordance
with sccourtirg stanciards in both the transaction amourt of money and explanation in the Notes to the Financial
Staternents. The financial reports would be Baped within the legal time frame and in accordance with the regulations
of the SET.

I 2017 the Compary prepared 4 financial reports and each report was submitted to the Audit Committee’s
Meeting for consideration and consent prics to submission to the Boasd of Diectors for disclosuwe approval andfor
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consent with recommendation and propose to the Anmual Shareholdars” Meeting for appdoval in case of the yoa-
end report. Basides, these fimancial reports had been reviewed and audited by the Independent Auditor a5 shown in
the Report of the Certifed Public Accourtant (by s, Cholros Santiasawaraporn CPA No. 4523 of BY Office Limited)
which expressed ungualified opinions for all 4 reports.

The Compary has appointed the Auditors as approved by the Annual General Meeting of Shareholders for the
year 2017. The Auditors of the Company have the qualifications that complied with the SET regulations. The audit fee
for the year 2017 was foeed at Baht 1,200,000, an increase of Baht 100,000 from the year 2016. The Auditors do not
provide other sendces to the Company and have no relationship and conflict of interest with the Company, major
shareholders, Management and their relatives.

Investor Relalions

The Compary does not have the independent Irvestor Relation Unit. The Company assigned Mr, Sathit Eosi-
ranondh, Deputy Managing Director and Compary Secretany to be responsible for the duty of the imestor relations
and Mess Chatrawadee Kumsanil, Finance and Accounting Marager, to be his assistant. Irvestors can contact Irvestor
Redations Unit at telephone number 0 2630 0590-5 o via website: wwsw bebm.ooth o via email at sathitghsbmucocth

of chatiawadeegbabm.oo.th

Regasdirg the activities in 2017, person in charge of the Investor Relations and the high level Executives released
infoemation via the meeting with 4 securities analyst and also released the information via Company's website,

Responsibililies of the Board

The independence of Board of Directors from the Executives
Asat 31 December 2017 the Company has 9 Directors, 8 of which are not the Brecutives (4 of which are Independent
Directors) and only 1 Managing Director holds the position in the Executives.

The Company's policy prescribes that Chairman and Managing Director shall not be the same person. To
clearly separate the roles and balance the operating power, Chairman as the policy leader, engages in setling up the
vision and supervising the work of the high level Executives. it is prescribed that Vice Chairman (f any) o a Directer
selected by the Board will act as Chairman in case Chainman is unable 1o perfom his duty. On the other hand the
Managing Director"s main role is the leader of the Executves. He performs duty acoording 10 the Board of Directors”
policy. At the present, MrTaweesak Senanarong holds the position of Chairman and Mr. Lee, Yeh-Wen holds the
position of Managing Directer.

The Board of Director and Executives have duties and responsibility to the shareholders, The duties and re-
sponsibility of the Boaed of Directors and the Executives are clearly separate as specified in the scope of authority,
duties and responsibility of the Board of Directers and the Executives under the topic of *Shareholding Structure and
the Management” in this Arnual Report.

Suitability of the Board of Directors

Board of Directors comiprises of the persons with high qualifications, knowledge, capability, experience invarious
fields such as being the expert in industry, inance and banking, ergineering, education and art, commercial and etc.
( See ‘Detalls of the Board of Ditectors’ in this Annual report for Brief Biographsy of each Director.) Each Director can
make decision freely and devole time to perform their duty effectively. The Board of Directors has appointed M.
Komibris Prachakis the Chalrman of the Audit Committee because he is the Independent Director and the accounting
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and finance expert.

The Company s Drectors were trained and granted certibcates froen programs amanged by the Institute of
Directors a5 follows;

Director Accrediitation Program 4q
Director Certification Program 3
The Role of the Chairman Program 1
Ausdit Cormnmittee Progiam 1

The Board of Directors set a policy that ary Director whe is doing any business that may affect to the Com-
pary"s berefit must inform the Board as soon as possible,

Transparent Selection of Directors

Details of the consideration and selection of directons were mentioned in the sub-topic of “Selection of Directors’
urgler the topic of “Shareholding Structure and Management” in this Anrual Report.

Director who has never been n the office befone will receie an mtroductony lectune on the natune of Company s
business, together with a handbook of role, duties and responsibiity of the director, a5 well a3 a factony vist,

Effectiveness in Performing Director’s duty

Ir the Boand Meeting held on monthily basis (in 2017 there were 12 meatings), the Board of Directons assigned
the Executhves to repart the operating result for infoemation on monthly basis. Each drector had freedom to inguine,
make suggestion and recelve the additional nfoimation on the forecast of the industrial situation in crder to jointly
feernulating the policy together with setting up the appropriate target of the eperation. In each meeting, there was
no determined adjourned time; Last year average meeting time was 1-2 hours,

Company Secretary acted as secretary to the Board of Directoes as well as beine a person who recorded the
Mirutes of the Meeting, which will be certified by the Chairman and will be kept as data for related persors at the
Compary's office,

I 2017 the Audit Committee held total 5 meetings (including 1 meeting with the Independent Auditor and
withaut the participation of the BExecutives). In each meeting there were mpotant matters to be considered such as
aoproval of the plans and acknowledgement of the result of the nternal audit and internal control, consiceration
of the related party trarsactions and potential conflict of interest ransactions, consideration of the correctness and
completeness of the Financial Repart, acknowledgement of the result of the operation and compliance with rules
and related laws and selection of the Independent Auditor for the year. Summary report of the Audit Committee’s
Meetirg was submitted 1o the coming Board of Directors” Meetirg for ackrowledgement.

I 2011, the Board of Directors approed the *Compary Ethics”™ and distributed & for every employee notification.
The Company Ethics comprises of 3 agends;
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——— Corporate Social Responsibility ———

Overview of Policies

akes social responsibility as well as environmental po

pr
=

s of Sahaviriya Group, which the

Company is one of the memibers, as the guidelines for conducting its businesses. The Compary is responsible
for the impact on sockety and emvircnment from its business and conporate systemic operations, starting from
consistent protection, maintenance, improvement and development. This will foster the innovaticn practices
within the organization towards the society. The initial basis is compliance to laws, then consistence with
ntemnational standards; social ethics; emircnmental consiceration; and balance of stakeholders’ satsfaction.
The Company has also supported business factors and directly participated in community and social activities.
3 [ Mission: 3
iFi I .
Sahaviriya
G “Commatted to the development
rou
of steel industry for nationa

Ahiliate Company of
Bangsaphan Faclory
Group

Sahaviriya Group Sahaviriya Group
Community Developm

Division

Environmental
Management and
Promotion Center

==l A= 4 l=]0

development and anvircnmental

2 ITHET

fricnclliness in compliance with

SUSTANADNE W oomen|
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Sahaviriva Group
Community Relalions
Division

o il e

ot Ml
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NS OF LIMSCTors TOOus O SO0 rd i FrCHCATE B Ored D00 U Lhire&ct
of concluct that the directors shall pe o their duties with régard 1o accountability to the shareholokers” and
carlfaresusly 1o the relevant stakeholders” banefits by treating every interest eroun aporaonate b arnd faily
Futhemmore, the Board of Directors acknowdedees their mutual berefits fairky and sustainably by indicating
at the end of "Report of the Board of Directors Recarding the Company’s Busingsses™ and appneciating every
eroun of the Compary's stakeholders for their anmual cooperatior
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Operations and Preparation of Reports

The Company believes that its past operations for the business benefits has partly contributed to
the sodal responsibility with always regard to the stakeholders as parts of the guidelines for many activities.
This applies to the level of compliance to nules and regulations and to the objectives of mutual benefits
among nonespecific stakeholders’ groups. However, the Company has not yet determined the social
responsibility of individual activities into written policy guidelines, objectives, strategies and implementation

plans.

Thig is the first Corporate Socia Responsibility Report prepared by taking the suidelings from Securities
and Exchange Commission (SEC) as a framework to determine its content and format. The Compary has
determined the scope of the report into the following 8 topics:

Fair business operations Customers, trading partners, suppliers, society, shareholders
Anti-conruption Tracking partners, employees, and society
Human rights. respect Community and society

Fair treatment of Labar force

Employees, trading partners

Consumers responsibility

Society, customers

Ernvironment conservation

Community and society, Customers

Participation of community and
social development

Communmty and society

Innovations and dissemination of
innovations, dertved from operations
with regard to the responsibilities 1o
society, envirornment and stakehoiders)

community and society

Fair Business Operations

I 2011, the Compary by the Board of Directors determined the business code of conduct as well
as the directors” and employees’ ethics. Parts of the contents take into considaration the following

business ethics with regard to the Company's stakeholders.

Bangsaphan Bamnill PLC, Annual Report 2017 | T2
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The Compary conducts its businesses on the basis of responsibility, transparency, honesty and
competitiveress by treating fairly and maintaining the balance of interests for every party as follows

Shareholder and imsestor The Company operates its business with good performance for
reascnalle retumns to the shareholders and investors.

Customer The Company produces eoods and senvices 1o meet the customers’
quality standard requirements at fair prices.

Trading partner and credtor The Company operates its businass on the basis of fair support,

Cornpetitor The Company operates its business on the basis of far competition.

Employes The Comparny takes care of the employees’ quality of life with competing

employrent condiions and approprate fringe benefits, companng 1o the
labor market, as well as the opportunity to progress under the safe working

ervircrment and hygiens sanitation.

Comimunity and soCiety The Cornpany conducts its business by engaging social responsibility
with the community and consicders the impact on natural rescurces
and emdircnment.

Mation The Company conducts its business to strengthen and develop

the nationa! growth by following the Legal requirements and general
business practices,

There is more cetail described in "Treatrmert 1o Groups of Stakebolder™ in C6 tomic.
Anti-corruption

The Company is committed to operate its business based on the corporate governance principles
and social responsibility to achieve the sustainable development. The Company acknowledpes that
cotruption is a serious thraat that undermines the conporate and the nation as a whole. Therefore, in 2015
the Company has declared the intent to join the Private Sector Collective Action Coalition Against
Conuption, The Company has prepared the operating plan and determine the Arti-Comuption measunes
and entered the certification peocess with CAC on December 15, 2017,

The Board of Directors has approved the issue of ethics in business, Code of Conduct for Directors
and Employees. This Code of Conduct defines the basic principles of the professional practice for the
directors and employees to practice to stakeholders with honesty, Moreover, the Board of Directors has
considered further to include the anti-cormuption policy in the ethics of business as follows :

The Company’s policy is to comply with the Anti-cormuption law as per the following quidelines.

1. Tobuild the awareness, attitudss, values, Law and regulation compliance with integrity to the
employes,

2. Topeonice the efficiency and effectiveness intemal control systemincluding the checks and balances

of the power usage in orcer 10 prevent the fraud and comuption.

3. Toprohibit the director, the managernent and staff to commit any claim or accept the assets or

ofher banefits for themselves o others inaway that induced to pedomn o refrain from pedom the
duties in a wrangful way or the way that the Comparyy may lose the benefits.

Bangsaphan Barmil PLC. Annual Report 2017 | 81
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4, To prohibit the director, the management and staff to offer the asset or any other benefits to
third parties in ceder to induce that person to act o refrain from any action that is illegal or
wiongful act on its position,

5. To provicke the mechanisrm for accuracy transparent financial reporting.

6. To provide the channel of communication that staff and those who concemed will be able to
report the suspicious by ensuring that it ks protected, And to appoint the officer who & responsible
for investigating all that incoming notifications.

Hurnan rights respect

The Company attaches great importance to human right as the main policy in running the business
towards sustainability. Taking into account the respect for human rights of all employees.

The Company donct discriminate on employiment and provide the eguality of opportunity, regardless
of race, colos, sex, religion, nationality, background of the person, political opinion, age o disability as
the factors in detemnining and deciding on employment. Moreover, the Compary do not force pecple
whiodo not volunteesr towork and do not hire the child labor. In the pastk, there have been no complainis
about human ghts abuses.

Fair Treatment of Labor Force

The Cornpary has abways realized that all employess are the Company”s most valuable asset. As
the success factor of the Compary's achievement, the Company provices fair treatment and care in
terms of opportunities, réturns, appointments, relocation and welfare that are appropriate and fair such as.

The Comparny hires its employess by comparng with the similar businessas in the labor market.,
Agart from the employees” fringe benafits in compliance with Laws, the Company also provides additional
benafits appropriate for the working conditions and places with regard to the mutual benefits e.g. bus
transfers for employses commuting to work. This résponds 1o the employess” safety due to fatigue from
travvellirg to and from work, On the other hand, it also helps relisve the traffic congastion to the camemunity,
sxve endidy and reduce pollution caused by wehacles,

Catering is provided to the employees at the Company's canteen. Besides saving expenses and time
requited for preparing employees” foods, this also concemns the employees’ health, sanitation and
rudeition as well, The Company believes that if the emnployees are healthy, they will performn thelr jobs
mone effectively.

Consumers Responsibility

The Carnpany continues toadhere and implement the policies that will satisfy customer's satisfaction.
The customens represent the person who buy the praduct directly fraen the Comparry and the consurmers
who use such products. The consumers can be assured that in addition to receiving the goods with
the fair price and the best quality, the Company is also aware of the safety that may affect society and
the environmment as well

Apart from being certified by Thai Industrial Standards (TES), the Company products have also been
accepted by the intermediary suppliers, construction supemnvisors and general consumers of its reliable
guuality under *BSBM” brand. In addition, the products have also been recognized by the country’s leading
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business alliance who trusts and allows the Company to manufacture the products under the alliance's brand,

Though the Compary is the manufacturer and distributor primarily to the large dealers (wholesalers), but the
Compary also provides delivery senvice to the construction sites or retailers (who are the dealers” customers)
aswell, 50 as to reduce the complicated delivery redundancy burden, save time, save energy and reduce traffic
corgestion as well

Erwvironment Conservation

The Comparny was awanded Level 3 Green Industry Award from Ministry of Industry by havirg “Green
Systern”, which refars to the onganization that has systematic emvironmental management; 20od monitorning;
evaluation; and review for congistent development. This Green Industry Awand was effective from 2011-
2013. In addition, the Compary also rageived the Certificate of Good Ervironmental Govemance and has
congistently been accredited with 150: 14001 Ervirgnmental Management Standard since 2005.

since the Company has a piece of vacant land, adjacent to the present factory, to be developed
in the future. In 2010, the Company started to have improvement on approximately 90 rais of land by
growing rubber trees and cther plants respectively. Apart from the direct economic benefits from these
plants, these are the other ways to increase green area to the community; become the animals” habitats;
represent good barrers between factory and community; in order to reduce the community's concerms
on the environment. It is also a good example of utilizing the vacant land for the community.

Bamgsaphan Bamill PLC, Annual Report 2017 | &5
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in 2017, the compary a5 a member of the Sahaviriya Group has conducted envirormental consenvation
activitias with Emvironmental Specialist of Sahavirya Group as dietailed in the table below.

Environmental Activities

Participated in Ervironmental Monitoring Projects in Bangsaphan District
such as Inspections of air pollution, quality of rain, quality of surface water,
quuality of underground water and sea water, We also surveved the attitude
of the Community regarding our opéerations.

Designed and implemented the systern to manage the ervironmental
complaints in the community and the way 1o store the database.

Joiried the 10th year exploration the wildlife in the surroundings of the
community such as mammal, reptile, amphibian and poultry for the further
studhy and COMpParnson.

Joined the event “Safety Week and Emvironment”™ and supported the
event “Safety Week and Erwironment in the West Zone® in Prachuabkirikhan
Province for promeoting the safety and environment campaien in the community.

Sponsored the "World Ervironment Day® for the year 2017 in collabo-

ration with the govemment unit and local people by gardening the plant
and releasing the sea water animal.

Participation of Community and Social Development

In most of the normal business operations at the Company s factony and the affiliated companies
under Sahaviriya Group in Bang Saphan Sub-district, Prachualbkirknan Province, we take into consideration
the impact on the nehbor community and always develop sodial responsibility work. The important
and prominent activities, organized bebween the affiliated companies and the community with mutual
benefits, are as fiollows:

Participation with local college: in the initial stage, we cooperate with “Bang Saphan Vocational
Collega™ by establishing “College of Barg Saphan Iron and Steel Management Technology™ with the
support on cusrficulum, eguipment and fadlities, research funding and scholarship to produce the qualified
and knowledgeable manpower for the business unit requirements. This opens the opportunity for the
young generation in the surrounding community to study and hawve access to work in their domicile. Apart
from saving the travelling cost, this activity also maintains the good relationship between the family
ity
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In 2017, the companas a mermiber of the Sakaninya Group has conducted the community development
activities with Sahavirya Group as per the details in balow table,

Community Development Activities

Supparted the training to enhance the capability in producing the product of local manufacturers in onder
to increase the revenue and promaote the collaboration of the community in the form of group progess,

Encouraged the Sahavirya Project Team to operate in collaboration with Village Health Violunteers (ViHv) and
T Health Promatiog Hospitals in Bangsaphan area invisiting the elderly, the dsabled and the disadvantaged
and providing the quidance on health cane, free haircut |, quidelines for exercise, etc.

Supported the participation in festhvals and cultural activities in the community with the sovermment agencies in
the area and donated for the activities such as religious (temple, moscue), the Red Cross Fair, Loy Krathong
Festival, wedding, funeral, crdination, new house celebration, the Mational Women's Day, the Village Health
Violunteers” Day, etc.

Supported the Scholarship the budget to hire stalf and the budeet 10 acquire the educational equipment
to the vanous schools in Bangsaphan District

Supported the establishment of 18 Community Banks and encouraged our employees and their families
to join as members and supported the site visiting to enhance the knowledge of the working team of the
banks.

Supparted the establishment “The Community Council” to encourage the 16 communities to systemnat-
ically manage their own communities and supported the fund for the site visiting of the board member and
staff in order to enhance the knowledee and perfomance of the Community Council.

For the procurernent of production factors from local entrepeenawrs, besides supporting the com-
munity to get the mutual benefits from the Company's activities, it also saves transportation cost and time
as well as recluces traffic conpestion. Proportion of expenses paid to the local entrepreneurs in Bang Saphan
District is esdhibited in the table below :

Expenses paid directy to local community | Baht 16,250,672 T.7%

"Rernark @ Bxclude major raw material cost-steel billet and depreciation on buildings and ecuipment

Determining safety measures for delivery both in the local and outside community, including special
meatures on the Company”s trangportation companies beyond the requirements in laws, which cover vehicles;
drivers; driving nules; monitoring; clearly determined penalties apart from legal penalties. This will recuce cerain
lewel of accicients from transpodtation causing the loss for both the Company and the community.
Innovations and dissemination of innovations, derived from operations with regard to the responsibilities
to society, ervironment and stakeholders

At the present, The Company has been studying and planning for innovative ideas in order to un the
business effecthely under the good control process and to promote the development of the Company,
envirgnment and sociehy.
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Usage

The Company has a policy prohibiting an em-
ployee to reveal internal information to others and/or
for their own benefits. The policy and measures are
as follows:

1. Providing sufficient information and regularly
updating to executives in all departments about their
duty to report the portfolio of themselves, spouses
and children who have not attain manhood, and setting
penalty in accordance with the Securities and Exchange
and the Stock Exchange of Thailand’s regulations.

2. Requiring the Comparny’'s executives 1o report
ary changas in their portfolio within 3 business days to
the Securities and Exchange Commigsion and provide
a copy of such report to the Company on the same
day the report is sent to the Securities and Exchange
Commission. The Compary distibuted a memerancium
and verbally informed the management that the exec-
utives who receive significant information which may
affect stock price must suspend the Comparny’s stock
trading within one month before the financial state-
ments and/or intemal information are released to the
public. The executives are prohibited from disclosing
the significant information to others. At present, the
Compary has not yet specified penalty on the breach
of this rule, but let the Board of Directors investigate
and set penalty for individual case.
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—— Internal Control —

At the meeting of the Board of Directors of Bang-
saphan Bammill Public Company Limited, No. 2/2004,
on August 26, 2004 with the presence of the three
Audit Committee members, the Board of Directors
appraised the internal control system by disoussing
with the exgcutives. The Board of Directors assessed
the internal control activities in fve areas as follows:

1. Organization and ervironment
2. Risk Management

3. Executive performance control
4. Information Technology

& Monitoring system

The Board of Directors viewed that the Company
had sufficient internal control in all areas mentioned
above, inCluding transition with major shareholders,
directors, executives and those related to these people.

For the year 2017, the Audit Committee together
with intermal audit of the Company reviewed all areas
of the internal control to ensure their effectiveness
and recommended to improve efficiency of some
functions to suit with current situations. Moreover the
independent auditor gave additional recommendations.
to fulfll the Company's internal control.
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—— The Company’s Transactions —
with Related

The Company's transactions with related and conflict persons or groups are shown in exhibit below.
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Reasons and necassity of connacted transaction
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—— Explanation and Analysis of Financial ——
Status and Operating Results

Overall Operaling Results
In 2017, Thai economics growth increased from the previous year with the gross domestic product
(GDP) expanded at increasing rate from 3.29% in 2016 to 4% in 2017 with the boost from the private consump-
tion and irvestrment as benefited from the low oil price and inflation. However, the world steel industng was
still volatile as the steel price declined in the first half of the vear before the price increased steadily in the
second hall of 2017, Steel bar industry, our product, has also eot the poor result of the lower domestic steel
cermand from the constuction industiy. Thersfone, the steel comsumplion demand has diopped 139% from the

PHEVIOUS Year.

GDP Growth Rate (96) 4 22 2.8
Domestic Steel Bar Sales Violume (thousand tons) 2,912 3,365 3,276
Growth Rate (%) =13.5 2T .6
The Company’s Sales (thousand tons) 134 169 135
Growth Rate (%) -20.7 252 a0.6
Market Share (%) 5.5 5 4.1

Haowever, the Comparny has focused on the sales increasing strategy by offaring the varety of types and
sizes of product, both round bars and deformed bars, in order to meet the customer demand and expand the
rmarket share. Moreower, the incréase in the production volume will help to improve the production cost. As
a consequent, the Company can expand its market share to 5.5%.

Statement of Income as for the Year Ended December 31, 2017
Reverues
The Company's sales was decreased by 5.4% from Baht 2,460.9 in 2016 to Baht 2,328.8 million in
2017 as a reswult of the salesvolume dropped from 163,066 tons in 2016 to 134,261 tons in 201 T o #2096 decreased.
This carme from the declining in local demand of steel bars while the world steel price has continued to rise.
As a result, the aserage selling prices significantly increased from Baht 14,556 per ton in 2016 to Baht 17,345
per ton in 2017,

1. Defoirned Bar 1,202.13 52,77 1,334.04 5344 6047 3217
2. Round Bar 1OE668 a6.17 1,126.88 a5.15 1,362.39 67.83
3. Scrap 2506 1.06 35.18 141 0.01 0,00
Total Salas 2,353.87 100,00 2496.10 100,00 205282 100,00
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According to the above revenue structure, the proportion of the deformed steel bars sales remained at
the same level as the previous year, The Company has completed the installation of machinery to enhance
the production process of defommed steel bars in 2015, With this upgrade production process, the Comparny
can produce and expand the market for the deformed steel bars sales,

Total sales were derved from domestic sales of steel bar, tail of steel bar and scrap. Detalls of proportion of
sales revenues are exhibited in the table below :

Sales Revenue (Million Baht) 2,353.8 2496.1 20526
Special Lire 15.1 14.3 290
Mommal Line 829 83.5 0.5
Tall of Steel Bar 0.9 0.8 0.5
Scrap 1.1 14 0.0

In 2017, the propodion of sales from special line, small steel bar catesory with high gross peofit
rrargin, has remained at the same level as the previous year at 15.19% of total sales revenue in this year. The
Cormpary has the competitive advantase for steel bar in this categony in term of production cost as there are
fewer manufacturers in the market. Therefone, price competition is not severe and gross profit mangin is highar
than other product categornies.

Costs and Expencses

The Company’s cost of sales was at Baht 2,134.7 million and Baht 2,1004 million in 2017 and
2016, respectively and the gross profit rate was at 8.3% and 14.6%. The eross profit rate in 2017 was significant-
ly dropped from 2016 since the cost of steel bar increased from Last vaar at the rate higher than the selling
price. The main raw material costs of steel bar is steel billet, the highest proportion in cost of sales, which
accounted for more than B0% of steel bar price. Moreover, the price wolatility risk of steel ballet is considered
high and there is no effective hedeing instrurment to deal with this risk (details as discussed in *Risk Factors®).
Throughout the year 2017, the average price of steel billet which usad as raw material in the production has
ncreased steadily as a result of the world steel price situation. As a result, the metal spread, the difference
between the selling price of steel bar and the cost of steel billet, reduced from the average price per ton of
Baht 3,508 in 2016 to Baht 3,223 in 2017 which has the strong impact to enoss profit margin,

The other parts of cost of sales are consisted of cost of prodiuction (processed by rolling) ie. energy
cost, cepreciation expense, labor cost and variable overbead cost, etc. Energy cost is more than half of all the
production cost.

The selling expenses were at Baht 39.2 million and Baht 53.5 million in 2017 and 2016, respectively
which accounted for 1.79% and 2.17% of total sales in 2017 and 2016, respectively. The major expense was
the transportaticn cost which dinsctly related with the sales volume in the same proportion of sales. The admmistatve
expenses were at Baht 26.8 million and Baht 26.2 million in 2017 and 2016, respectively. The major expenses
wiie the employes dxpensas which were slightly increased from last year.

The propotion of the selling and administrative expenses to total revenue was slightly decreased
from last year as per the details shown below :

Proportion of Selling and Administrative

Expenses to Total Revenues (9%) 21 30 34
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The Company had the other incomes from the sales of scrap totaling Baht 29 million and Baht 39.2
million in 2017 and 2016 with the related scrap cost of Baht 10.3 million and Baht 19.1 million, respectively.
The Comparny also received the compensation income from a supplier as a result for the cancellation of raw
material sales of Baht 5.3 million in 2016.

In January of 2017, the Company got the impact from the heavy flood in Bangsaphan, Prachuabkirikhan
inwhich the Company realized the loss from the damage to the assets and inventornes totaling Baht 26 million.
However, the Company has insured the said assets and inventories with the insurance company and finally
received the compensation for the damage incurred from this leod totaling Baht 41 million or Baht 14.8 million
net of the damage and loss.

From the Compary’s foreign exchange rate management policies (details as shown in “Risk Factors™) in
coping with the imported raw materials from abroad, the Company could realize lower proportion of gain or
loss from foreign exchange when comparing with the Compary”s revenues, In 2017 the Company had the little
amount from gain and loss from exchange rate due to the decrease of import raw materials from abroad.

Profits

Since the average metal spread has been reduced from Baht 3,508 per ton in 2016 to Baht 3,223
per ton in 2017 leading to the significantly drop in Company gross profit from last year, Gross profit for the
year 2017 and 2016 were reported at 8.3% and 14.6%, respectively. This was the major drive in this year's
performance as the Company had the net profit of Baht 131.9 million in 2017, this was significantly decreased
from ret income of Baht 268 million in 2016,

Return on Equity

According to the Company’s performance for the year ended Dacember 31, 2017 which the Company
had the net profit of Baht 131.9 million or equivalent to net profit per share of Baht 0.12, the Board of Directors
deem appropriate to propose the 2018 Annual General Shareholders' Meeting to approve the annual dividend
payment of Baht 0.11 per share, or 3 total dividend payment of Baht 124.58 million, Monetheless, as the
board of directors have approved the decision to pay interim dividend to shareholders at Baht 0.06 per share
for overall total of Baht 67.95 Million Baht which had been paid on 5 September 2017, Therefore, if the 2018
genaral meeting of shareholders approve the pay out of dividend as proposed the Compary shall pay out
the final payment of dividend to the eligible shareholders at Baht 0.05 per share for the total amount of Baht
56.63 Million on this coming 11 May 2018,

Statement of Financial Position as at December 31, 2017 with Comparalive Previous Year
Assets

The Compary's total assats at end of 2017 and 2016 were Baht 2,012.3 million and Baht 2,014.6
millicn, respectively while total curent assets increased from Baht 1,129 million at end of 2016 to Baht 1,152.4
millicn at end of 2017. Cash and cash equivalents increased from the end of 2016, while irmentones reduced.
This is due to the chanee in the purchase of billets imported from abroad in 2 big lot to locally purchase in
small Lot

e comparative proportion
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Total Reverues 2,376.8 2,5104 2,054.3
Tracke Accounts Recenable 4154 406.2 9.3
Imventones 381.3 6314 1212
Property, plant and ecuipment 857.8 £83.7 910.7
Total Assets 20123 2014.6 2,014.6
Average Assets (beginning + ending) /2 20134 2020.7 1,956.9
Total Revenues to Average Assets L.18 times 1.24 times 1.05 times

Froen this table, the propotion of total revenues to average assets wene still remained in the same level
as the previous year, Total revenues and total assets were slightly decreased from 2016. The Company still
utilized every Baht 1 of assets in 2017 to generate the income at the high level at Baht 1.18. it reflected the
good results from 3 polickes: (1) inventory management to an appropriate level, (2) the balancing between
proft margin and sales volume which alse mproved the production capacity as well, and (3) the use of the
rmachinery in production with more efficiency.

Liabilities

Total liabilities at end of 2017 and 2016 were Baht T2.8 million and Baht 71.2 million, respectively.
The increase in labilities mainly came from Achance received from customers and Prowvision for long-term

employee benefits.

For debt to equity ratio, the Company could maintain the Low ratio at 0u0d for both 2017 and 2016,
This was mainly due to the usage of fund from the shareholder’s equity instead of long term loan,

Debt to Ecuity Ratio
(Tetal Liabiities Shareholders” Equity) 0.04 0.04 0.13

Shareholders” Equity

During 2017, the Compary had no change in ordinary shares of 1,132,500,000 shares with the par
value of Baht 1.00. Shareholders’ ecuity as at the end of the period was Baht 1,939.4 million or Baht 1.71 per
share, The significant changes during the year were the comprehensive income of Bahit 131.9 million and the
dividend payment of Baht 135.9 millicn.

Statement of Cash Flow as for the Year Ended December 31, 2017 in Comparison with the

Same Period of Previous Year

The Company's net cash has been increased by Baht 280 million in 2017, &t was consisted of net
cash received from the operating activities of Baht 421 million which mainty came from the inventony decreased.
Met cash used in investing activities of Baht & million from the purchasing of new machinery and eguipment
dhuring the yvear. On the other hand, net cash used in financing activities of Baht 135 million was mainly came
from the settlement of short-term loan and the payment of the interim dividend.
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Responsibilities of the Board of
Directors for the Financial
Statements Report

The financial statements have been prepared in in accordance with Thai Financial Reporting Standards
enunciated under the Accounting Professions Act B.E. 254T and their presentation has been made in compliance
with the stipulations of the Notification of the Department of Business Development dated 28 September 2011,
issued under the Accounting Act B.E. 2543 and the rules of Securities and Exchange Commission under Stock
Exchange of Thailand Act, B.E. 2535.

The Board of Directors is responsible for the financial statements of Bangsaphan Barmill Public Company
Limited which are prepared to ensure the true and corectness of financial positions, revenues, expenses and
cash flows by keeping sufficient and comect accounting records in order to retain the assets, prevent frauds
and irregularity operations. As a regular practice the financial statements are prepared by using the suitable ac-
counting policy in accordance with the eenerally accepted accounting standands and the significant information
is sufficiently disclosed in the Notes to the financial staterments. The auditor has expressed her opinion to the
financial statements of Bangsaphan Barmill Public Company Limited in the Auditor's Report.

":._._--
PINrl” /A n N ™ .
(Mr. Taweesak Senanarong ) (Mr. Lee,Yeh-Wen)
Chairman Managing Director
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—— Independent Auditor’s Report ——

To the Shareholders of Bangsaphan Barmill Public Company Limited

Opinien

| hawve audited the accompanying financial statements of Bangsaphan Barmill Public Comparny Limited
(the Compary], which comprite the statement of financial position as at 31 December 2017, and the relataed
staternents of comprehensive income, changes in shareholders” equity and cash flows for the year then endad,
and notes to the financial statements, including a summary of significant accounting policies.

In rmy opinion, the financial staternents referred to above present fairly, in all material respects, the finan-
cial position of Bargsaphan Barmill Pulbilic Comparny Limdted as at 31 December 2017, its finandcial pedformance
and cash flows for the year then ended in accordance with Thai Financial Repodting Standands,

Basis for Opinion

| conchacted my audit in accordance with Thai Standards on Auditing. My responsibilities undar those
stanclands are further described in the Auditor's Responsibilities for the Audit of the Financial Statements sec-
tion of my repodt. | am ndependent of the Compary in accondance with the Code of Ethics for Professional
Accountants as Bsued by the Federation of Accounting Professions as relevant to rmy audit of the financial
staterments, and | have fulfilled my other ethical responsibilities i acoordance with the Code. | believe that
the audit evidence | have obttained is sufficient and appropriate to provide a basis for my opinion.

Key Audit Matters

ey audit matters are those matters that, in my professional judgerment, were of most significance in
my audit of the financial statements of the current period. These matters were addressed in the contest of
rmy audit of the financial staternents as a whole, and in forming my opinion thereon, and | do not provicke a
separate opinion on these matters.

| have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the Financial
Staterments section of my repodt, including in relation to these matters, Accordingly,  my audit included the
performance of procedures designed to respond to my assessment of  the risks of material misstatement of
the financial statements. The results of rmy audit procedures, including the priocedures performed to addiess the
matters below, provide the basis for my audit opinion on the accompanying financial statements as a whole.

ey audit matters and how audit procedures respond for each matter are describe below.

Revenue recognition

Reverise from sales is one of the Compary’s sinificant accounts because it directly impacts on the
Company’s annual profit o loss. During 2017, the Comparny recoenised revenue from sales of Baht 2,329 million
of representing 98 percent of the Company's total revenue, Moreower, the sales volumes and selling prices
of the Company correlate with the global market price of steel billet. | therefore focused on the amount and
timing of the Compary’s révenue recognition.

| have examined the revenue recognition of the Campany by assessing and testing the Company's inter-
nal controds with respect to the revenue oycle. This involved making enguiry of responsible executives, gaining
an understanding of the controls and selecting representative samples to test the operation of the desipned
controls. | also examined suppaorting documents for actual sales transactions, on a sampling basis, occurring
during the year and rear the end of the accounting period, reviewed credit notes that the Company issued
10 its custormers after the period-end, and performed analytical procedures to detect possible imegularities in
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sales transactions throughout the period.

Allowance for diminution in value of inventorny

Estimating the net realisable value of inventories, as disclosed in Note 9 to the financial statements, is
an area of significant management judgment. This is because the inventodies of the Company are a commaodity
product and prices fluchuate in accordance with the global market price, and also based on domestic supply
and demand. In addition, estimation of the net realisable value of inventornies requires the use of estimates of
the costs of completed production, relating selling expenses and selling price. There is a risk with respect to
the amount of provision et aside for diminution in value of inventony.

| assessed the method and the assumptions applied by the Company's management in determining
the provision for diminution in value of inventory by making encuiny of responsible executives and gaining an
understanding of the basis applied by management in determining the provision for diminution in value of
nventory, | also reviewed the consistency of the application of that basis, and compared proceeds from sales
transactions occurring after the date of the financial statements with the cost of inventory for each product line,

Other Information

Management is responsible for the other information. The cther information comprise the information
ncluded in annual repoet of the Company, but does not include the financial staterments and my auditor's
report thereon. The annual report of the Company is expected 1o be made available to me after the date of
this auditor’s report.

My opinion on the financial statements does not cover the other information and | do not express any
fomn of assurance conclusion thereon,

In connection with rmy audit of the financial statements, my responsibility is to read the other information
and, in doing 50, consider whether the other information is materially inconsistent with the financial statements
of my Enowdedee cbiained in the audit o olhenwise appears to be materially misstated,

When | read the annual report of the Compary, if | conclude that there is a material misstatement therein,
1am required to communicate the matter to those champed with govemance for correction of the misstaterment.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management i responsble for the preparation and far presentation of the financial statements in accordance
with Thai Financial Reporting Standards, and for such intermnal conteol as management determines is necessany
to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud o1 emcr,

In preparing the francial statements, management is responsible for assessing the Comparny's ability to
continue 35 a going concern, disclosing, a5 applicable, matters related to going concemn and wsing the going
concern basis of accounting unless management either intends to Liquidate the Company or to cease operations,
o has no realistic altermative but to do so.

Those charged with govemance are responsble for overseeing the Company's financial reporting progess.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstaterment, whether due to fraud or emor, 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 Thai Standards on Auditing will always detect a material misstatement
when it exdsts. Misstaternents can arise from fraud o error and are considered material if, indhvidually of in the
aggregate, they could reasonably be expected to influence the economic deckions of users taken on the basks
of these financial statements,

As part of an audit in accordance with Thai Standards on Auditing, | exercise professional judgement and
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maintain professional skepticism throughout the audit. | also:

o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or eror, 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, inten-
tional omissions, misrepresentations, or the overide of intemal control.

» Obtain an understanding of intemnal 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.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting es-
timates and related disclosures made by management.

« Conclude on the appropriateness of managements use of the going concern basis of accounting and,
based on the audit evidence oblained, 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 concem, If | conclude that a
matenal uncertanty exists, | am required to draw attention in my auditor’s report to the related declosures
in the fnancial statements or, if such disclosures are inadegquate, 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 concernm.

» Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a manner
that achieves fair presentation.

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

| also provide those charged with governance with a statement that | 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 communacated with those charged with governance, | determine those matters that
were of most significance in the audit of the financial statements. of the curent period and are therefore the
key audit matters. | describe these matters in my auditor’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circemstances, | determine that a matter should not
be communicated in my report because the adverse conseguences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

| am responsible for the audit resulting in this independent auditor's report.

o st.s
Chonlaros Suntiasvarapon
Certified Public Accountant (Thailand) MNo. 4523

EY Office Limited
Bangkok: 26 February 2018
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—— Statement of financial position——

Barngsaphan Barmill Public Company Limited
Az at 31 Decermnber 2017

(Unit : Baht)
R R T S R R L e
Assets
Current assets
Cash and cash equivalents T 306,929,742 67,339,260
Trade receivables 6,8 415,560,762 406,242,592
Inventories ) 381,318,999 631,477,613
Input tax refundable 3,695,265 19,651,660
Other current assets 5051816 4,253,798
Total current assets 1,152,356,584 1,128,964,923
Mon-current assets
Property, plant and equipment 10 857,807,971 883,744,219
Non-gperating asset 11 - -
Deferred tax assets 17 1,395,786 1,211,666
Other non-current assets 705,0000 T05,000
Total non-current assets 859,908,703 885,660,885
Total assets 2,012,265287  2,014,625808

The accompanying notes are an integral part of the financial staternents,




—— Statement of financial position——

(Continueq)

Bangsaphan Barmill Public Company Limited
Az at 31 December 2017

{Unit : Baht)

Liabilities and shareholders” equity

Current labilities

Trade and other payables 6, 13
Advance recehved from customer

ncome Lax payable

Crrer cumrent liabilities
Total current labilities

Non-current Uiabilities
Provision for long-tern employee benefits 14

Total non-current liabilities
Total Labilities

shareholders’ equity
Share capital
Registered
1,132,500,000 crdinary shares of Baht 1 each
tssued and fully paid-up
1,132,500,000 ordinary shares of Baht 1 each
Orglinary share premiurm
Retained eamings
Aporopriated-statutony resenve 15
Linappropriated
Total shareholders' equity
Total liabilities and shareholders” equity
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Statement of comprehensive income

Bangsaphan Barmill Public Company Limited
For the year ended 31 December 2017

{Unit : Baht)
Profit or Loss:
Reveriues
Sales
Crher Fcome

Compensation from the severe Southemn flood damage 1.2
Revenue from sale of scrap

Compensation income recetved from a supplier as a result for
cancellation of raw material sale

Others

Total revenues

Experises

Cost of sales

Cost of sales of scrap

Selling expenses

Administrative expenses

Total expenses

Profit before finance cost and income tax expenses
Finance cost

Profit before income tax expenses

Ingome tax expenses 17
Profit for the year

Other comprebensive income

Cther comprehensive income not 1o be reclassified to profit
of koss in subseguent pernods

Actuarial losses

Less: Income tax effect 17
Other comprehensive income for the year-net of income tax
Total comprehensive income for the year |
Earnings per share 18
Basic eamnings per share

The accompanying notes are an integral part of the financial statements,
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Cash flow statement

Bargsaphan Barmill Public Company Limited
For the vear ended 31 December 2017

{Unit : Baht)

Cash flows from operating activities
Profit before tax
Adjustments to reconcile profit before tax to net cash
provided by (paid from) operating activities:
Depreciation
Write-off of equipment
Gains on sales of equipment
Write-off of inventories
Reversal of reduction cost of inventories to net realisable value
Realised gains on exchange
Prowision for long-term employee benefits
Interast income
Interest expenses
Profit from operating activities before changes in
cperating assets and Uabilities
Operating assets (increase) decrease
Trade receables
Irnrentonies
Acvance payments for purchase of raw material
Other current assets
Other non-current assets
Operating liabilities increase (decrease)
Trade and other payables
Adhvance received from customers
Other current liabilities
Cash paid for long-temn employee benefits
Cash Mlows from operating activities
Cash received from interest income
Cash paid for income tax
Met cash flows from operating activities

The accompanying notes are an integral part of the financial statements,
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(Continued)

Bangsaphan Barmill Public Company Limited
For the yvear ended 31 December 2017

Cash flow statement

(Unit : Baht)
S mu w6
Cash flows from investing activities |
Acquisition of equipment (6,305,230) {:zsm.mul
Proceeds from sales of egquipment 331,776 -
Net cash flows used in investing activities (5,973,454)  (2,324,490)
Cash flows from financing activities
Cash receipt of short-term loans from bank 271,580,485 96,881,938
Payment of short-term loans from bank (270,726,033) | (226,003,099)
Interest paid (206,169) (2,026,416)
Dividend paid {135,00,000) (90,600,000)
Net cash flows used in financing activities (135,351,717) {ZE!JJTIET-E}_'
Net increase {decrease) in cash and cash equivalents 279,590,482 {Ed,ﬂﬁflmﬂ
Cash and cash equivalents at beginning of year 61,339,260 121,796,961
Cash and cash equivalents at end of year 346,929,742 = 67,339,260
Supplemental cash flows information
Mon-cash transaction
Transfer inventories to equipment 2,348,344 4,843,676

140|

The accompanying notes are an integral part of the financial statements.
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—— Notes to financial statements ——

Bangsaphan Barmill Public Company Limited
For the year ended 31 December 2017

1. General information

1.1

1.2

Compensation recetved from insurance companies

Less : Loss from flood damage on property, plant, equipment and inventories
Compensation from the severe southem flood damage, net

Corporate information

Bangsaphan Barmill Public Company Limited ("the Company ™) is a public company incorporated
and domiciled in Thailand. The Company & principally engaeed in the manufacture and distribution
of daformed and round steel bars, The registered office of the Company is at 28/1 Prapawit
building, 8th Floor, Surasak Road, Kwang Silom, Khet Bangrak, Banekok, Its plant is located at 8
Moo 7, Ban Klang Na-Yai Ploy Road, Tamibon Mae Rumphuwens, Amghur Bangsaphan, Prachuabikirkhan,

Southern Aood impact

On 9 Jarweary 2017, there was the flash flood at the Company's factony and it had to temporarnly
cease its operations. The Company resumed its production since 23 January 2017, The Comparny
recorded losses on its assets caused by the flood totaling Baht 26 million, and recognised
rsurance compensation for the flood damage, acconding to compensation receied from ingurance
companies amounting to Baht 41 million, in the staternent of comprehensive income.,

The Company presented the net amount of compensation received for the flood damage,
amounting to Baht 15 million, a5 a separate item in the statement of comprehensivie income for
the year ended 31 Decembber 2017. Details of such amount are as follows:

{Unit z Milion Baht)

Basis of preparalion

The financial statements have been prepared in accordance with Thai Financial Reporting Standards
enunciated under the Accounting Professions Act B.E. 2547 and their presentation has been made in
compliance with the stipulations of the Natification of the Department of Business Development
dated 11 October 2016, issued under the Accounting Act BE. 2543,

The financial statements in Thai language are the offical datutery financial statements of the Company.
The financial staternents in English language have been trarslated from the Thai language financial
statemenits.
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The fmancial statements have been preganed on a histoncal cost bagis except where othenwise
disclosed in the accounting policies.

MNew financial reporting standards
{a} Financial reporting standards that became effective in the current year

Dusirg the year, the Company has adopted the revised financial reporting standiards and interpretations
(revised 2016) and new accounting treatment guidance which are effective for fiscal years beginning
on or after 1 January 2017, These financial reporting standards were aimed at alignment with the
camesponding International Financial Reporting Standards with most of the changes directed towards
revision of wording and terminology, and provision of interpretations and accounting guidance to
users of standards, The adoption of thess financial reporting standards does not hanve any significant
impact on the Company’s financial statements,

() Financial reporting standards that will become effective in the future

During the current year, the Federation of Accounting Professions issued a number of revised
financial reporting standards and interpretations (revised 2017) which are effective for fiscal years
beginning on or after 1 January 2018, These financial reporting standards were aimed at alignment
with the correspanding Intemational Financial Reporting Standards with mast of the changes and
clarificaticns directed towards disclosures in the notes to financial statements.

The management of the Company believes that the revised financial reporting standards will
rnot have any significant impact on the financial staterents when they are initially apglied.

Significant accounting policies

4.1 Revenue recognition
Sales of poods
Sales of goods ane recognised when the significant risks and rewards of ownership of the
goods hawe passed to the buyer, Sales are the imwoliced value, excluding value added tax, of
goods supplied after deducting discounts and allowances.
Interest income

Interest income is recognised on an accrual basis based on the effective interest rate.

4.2 Cash and cash equivalents
Cash and cash equivalents consist of cash in hand and at bank, and all highly liquid investments
with an original maturnty of three months or less and not subject to withdrawal rastrictions.

4.3  Trade accounts receivable

Trade accounts recehable are stated at the net realisable value. Allowance for doubitful
acoounts 5 provided for the estimated losses that may be incurred in collection of receivables.
The allowance s generally based on collection expernences and analysis of debt aging.

4.4  Irventories

Finished goods are valued at the lower of cost (under the average method) and ret realisable
value. Cost includes all production costs and attributable factony overheads.
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4.5

4.6

4.7

4.8

Raw material and manufacturing supplies are valued at the lower of average cost and net
realisable value. Spare parts are valued at the lower of cost (the first-in, first-out method)
and net realisable value.

Raw materials and factony supplies are changed to production costs whenever consumed.

Property, plant and equipment/Depreciation

Land is stated at cost. Buildings, equipment and bearer plant (rubber trees) stated at cost
less accumulated depreciation and allowance for loss on impaimnent of assets (if any).
Depreciation of buildings and equipment is calculated by reference to their costs on the
straight-line basis over the following estimated useful lives, except for machinery and
equipmaent in production ling which is depreciated using the units-of-production method.

Office buildings 20 years
Flant buitding and plant budlding nprosement 20 yearns
Machinery and equipment in production line procuction units estimated

- hormial Lirse at a total 7.2 million tons

- Special line at a total of 0,864 million tons
Ecpaipment 5, 10 years
Furniture, fctures and office equipment 5 years
Motor vehicles 5 years

Mo depreciation is provided on land, machinery under installation and bearer plant during
culthation.

Depreciation s included in determining income.

An itemn of property, plant and eguipment is derecognised upon disposal or when no future
economic benefits are expected from its wse o disposal. Ary ¢ain or loss arising on disposal
of an asset 5 included in profit o loss when the asset is derecognised.

Related party transactions

Related parties comprise individuals or enterprises that control, or are controlled by,
the Compary, whether directly or indirectly, or which are under common control with
the Compary.

They also include assocmted companies, and individuals of enterprises which directly or indirectly
Cwn 2 woting nterest in the Company that gives them significant influence over the Company,
and key managemnent personnel, and directors and officers with authority in the planning and
direction of the Company's operations.

Leases

Operating lease payments are recognised as an expense in profit or loss on a straight line
basis over the lease term.

Foreign currencies

The financial statements are peesenited in Baht, which is also the Company”s functional currency.

Transactions in foreign currencies are translated into Baht at the exchange rate uling at the
date of the transaction. Monetany assets and liabilities dencminated in foreign cummencies are
translated into Baht at the exchange rate nuling at the end of reparting period.
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4.9

4.10

4.11

4.12

Gains and losses on exchange are included in determining income,

Impairment of assets

At the end of each reporting penicd, the Company perdorms mpairment reviews in respect
of the property, plant and equipment whenever svents of changes in circumstances indcate
that an asset rmay be impaired. An impairment loss B recognised when the recowerable annount
of an asset, which is the higher of the asset s fair value less costs to sell and its value in use,
is bess than the carrying amount. In determining value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that reflects curient market
assessmaents of the time value of money and the risks specific to the asset. In determining
fair value less costs to sell, an appropriate valuation model s used. These calculations are
cofcborated by 2 valuation model that, based on information available, reflects the amount
that the Company could cbtain from the disposal of the asset in an am'’s length transaction
bebtween knowledeeable, willing parties, after deducting the costs of daposal,

An impairment loss is recognised in the profit or loss.

Employee benefits

Short-term employee benefits

Salaries, wages, bonuses and contributions to the social security fund are recognised as expenses
when incurred.

Post-employment benefits

Defned contribution plans

The Compary and its employees have jointly established a provident fund, The fund is

monthly contributed by employvees and by the Company, The fund’s assets are held in a
separate trust fund and the Compary™s contributions ane recognised a5 expenses when incurred.

Defined benefit plans

The Company has obligations in respect of the severance payments it must make to employees
upon retrement uncer labor Law. The Company treats these severance payment obligations asa
cefired benefit plan

The obligation under the defined benefit plan is determined by a professionally qualified independent
actuary based on actuaral technigues, using the projected urit aredit method,

Actuaial eains and losses arising from post-employment berefits are recoonised immediately in
other comprehensive income.

Provisions

Prowdsions are recognised when the Company has a present obligation as a result of a past event,
it &5 probable that an outflow of resources embodying economic benefits will be required to settle
the cbligation, and a reliable estimate can be made of the amount of the cbiligation.

Income tax

Income tax expense represents the sum of corporate income tax currently payable and deferred
R,
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Current tax

Currenit income ta is proviced inthe accounts at the amount expected to be pard to the tasation
authodities, based on taable profits determined n accordance with ta Legislatson.,
Deferred tax

Deferred income tax b provided on temporany differences between the tax bases of assets and
liabilities and their carnying amourtts at the end of each reparting period, using the tax rates enacted
at the end of the reporting period.

The Company recoenises deferred ta liablities fior all taable temporary differences whie they
regognise ceferred tac assets for all deductible temporany differences and taxlosses camied forwand
to the exdent that & i probable that future taable poofit will be aailable against which such
deductible temporary differences and tax losses camied forwand can be utilised.

AL each repoiting date, the Company reviews and reduces the cairying amount of deferred tax

assets to the extent that & is no longer probable that sufficient taable profit will be available to
allow all or part of the deferred ta: asset to be ubtilzed.

The Company tecords deferred tax directly to shareholders” equity if the tax relates to items that
are recorded directly to shareholders” equity.

Significant accounting judgments and estimates

The preparation of financial statements in conformity with financial reporting standards at
times recuines management to make sublective juderments and estimates reearding matters that are
inherently uncertain, These judgments and estimates affect reported amounts and disclosures; and
actusl results could differ from estimates. Sienificant judements and estimates are as follows :
Allowance for diminution in value of inventory

In determining allowance for diminution in value of inventory, the management exercises judgment
in estimating the net realisable value of inventory basad on the amount the imentories are expected
to realize. These estimates are based on estimates of selling prices, which take into account events
oocurrng after the end of the period and estimates of related costs and expenses.

Property plant and equipment/Depreciation

In determining depeeciation of plant and eguiprnent, the management is required to make estimates
of the useful lives and residual values of the plant and equipment and to review estimate useful lives
and residual values when there are any changes. In addition, the management Brequiredtomivienpoperty,
plant and ecuipment for impairment on 2 perodical basis and record impairment losses when it is
deternined that thelr recoverable amount i Lowser than the carnving amount, This reguires jedements
regarding forecast of future revenues and expenses relating to the assets subject to the review.
Deferred tax assets

Deferred tax assets are recognised for deductible tempodary differences and unused tax losses to
the extent that it is probable that txable profit will be available 2oainst which the temporary differences
and losses can be utlised. Senificant manasement judtement is required to determine the amount of
cleferned tax assets that can be recognised, based upon the likely timing and level of estimate future
tacable proits.

Post-employment benefits under defired bernefit plarns

The obligation under the defined benefit plan is determined based on actuarial technigques. Such
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determination is made based on various assumptions, including discount rate, future salary increase
rate, mortalityrate and staff tumower rate.

6.  Related party transactions

During the years, the Company had sgnificant business transactions with its related parties.
Such transactions, which are summarnised below, arose the ordinary course of business and were
conclude on commercial terms and based agreed upon by the Company and those related parties.

{Unit : Million Baht)

Sales At prices and on trading terms similar
to those of sales to normal customers

Utilities expenses At agreed price with reference of
cost and related expenses of provision

Transportation expenses Based on distance which is priced in
the normal course of business

Manufacturing expenses A prices and on trading terms simdar
to those of sales to normal customers

SEAVICE EXDENSEs Contract price

Rental expenses Contract price

Management fee Contract price

As at 31 December 2017 and 2016, the balances of the accounts between the Company and those
related parties are as follows :
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[(Unit ¢ Theussnd Bakt)

Trade receivables - related parties (Note 8) EN
Related companies

Bangpakore Port Co, Lid. |

Sahaviryapanich Conporation Co, Lid
Todal trade recebvables - related parties
Trade payables - related parties (Note 13)
Related companies

Sahavirva Steel Industries Ple,

WL Corporation Co., Ltd

Prachuap Port Co, Litd.

CAR. Senvice Co, Lid,

Westemn Security Guard Co., Ltd,
Total trade payables - related parties

Directors and management’s benefits
During the years ended 31 December 2017 and 2016, the Company had employee beneft expenses of
its directors and management as below.,

(Unit : Thousand Baht)

Short-term employee benefits

Post-employment benefits
Total

7. Cash and cash equivalents

As at 31 Decemnber 2017, bank deposits in saving accounts camed intenest at 02375 percent per annum
(2016: 0.375 percent per annum).
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Trade receivables - related parties (Note 8)
Related companies

Bangpakone Port Co, Lid. |

Sahaviryapanich Corporation Co., Ltd,
Total trade receivables - related parties
Trade payables - related parties {Note 13)
Related companies

Sahavirva Steel Industries Ple,

WL Corporation Co., Ltd

Prachuap Port Co, Litd,

CAR, Senvice Co, Ltd,

Westem Security Guard Co, Lid,
Total trade payables - related parties

Directors and management’s benefits
During the years ended 31 Decernber 2017 and 2016, the Company had employee benefit expenses of
its directors and management as below.

{(Unit : Thousand Baht)

Short-term employee benefits

Post-employment benefits
Total

7.  Cash and cash equivalents

(Unit : Thousand Baht)

Cash

Bank deposits
Total

As at 31 December 2017, bank deposits in saving accounts caried intenest at 0.275 percent per annum
(2016: 0375 percent per annum).
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As at 31 Decemnber 2017, certain plant and equipment iterns have been fully depreciated but
are still in wse. The gross camying amount before deducting accumulated depreciation of
those assets amounted o apprasdmately Baht &4 million (2016: Baht 54 million).

All land, buildings and machinery are motgaged/pledged as collateral for credit facilities
obtained from a bank. The beneficiany rights under the insurance policies for these mortgaged/
pledged assets have also been transferred to the bank,

11. MNen-operafing asset

Mon-operating asset - land ‘
Less: Allowance for impaimment

Mon-operating asset - net

In January 2010, the Compary received a letter dated 5 January 2010 from the Department of
Larels, relating to the revocation of the Certificate of Uitilisation (Mor 5o 3 Kor), orciening that the Nod Sor
3 Kor certificate be revoked in accordance with the onder of the Director General of the Departrment
of Lancks No. 152553 dated 5 January 2010. For prudent reasons, the Compary has set aside allowance
for impairment of this non-operating asset in full in the 2009 financial statements.

In August 2010, the Compary filed a Lawsuit against the officers of Prachuapbhirikhan Provincial
Lancks Office, Bangsaphan Branch with the Central Administrative Court, petitioning the Central
Administrative Court to order the cancellation of the announcement of replacerments for such
Nor. Sor.3. Ker. In addition, the Company also petitioned the Count to identify measures to provide
termporany relief 1o the plaintiffs. Cumrently, this case is being considered by the Court.

In Septemiber 2010, the Company petitioned the Central Administrative Court to withdraw the
orcher of the Drector General of the Depattment of Lands No. 152553 dated 5 lanuany 2010 and curreritly,
this case is being consicered by the Court.

In December 2010, the Comparny recensed a letter from Bangsaphan Sheriff, as the official responsible
for protection the consenved forest area of Klong Mae Rumphuens, Prachuabkirkhan. This referred to
Section 23 (1) of the Congenved Forest Act B.E. 2507 and ordered the Comparnyto leave and discontinue
any activities on the conserved forest area.

I Macch 2011, the Compary petitioned the Central Administrative Court to reverse the Sheriff's
order that the Company leave and discontinue any activities on the consenved forest area. Currently,
this case is being considered by the Court.

In September 2011, the Company petitioned the Central Adminstratie Court with respect
to wrongdoing of other liability of government agencies or state officials as a result of the @ercise
of authority under Laws, administrative coders, o other coders, in order to claim monetary darmages
for loss of epportunity from land usage. At present, this case is being considered by the Court,

In August 2013, the Company received a letter from Bangsaphan Sheriff notifying it that the
Cenitral Adrinistrative Court had Bsued an onder granting a stay of escution of the Administrative Court's
onder for the Company to leave the conserved forest area and discontinue any activities therein,

In January 2015, the Company received a letter from Bangsaphan Sheriff notifying the Company
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of an order of the Supreme Administrative Court (disposing of a petition to appeal the order for
a stay of execution issued by the Administrative Court). The decision of the Supreme Administrative
Court was 1o reverse the Central Administrative Court’s order, dismissing the petition for a stay of
execution of the order for the Company to leave the conserved fonest area and discontinue any activities
thergin.

Howeever, the management of the Company believes that this order will not have any significant
impact on the Company’s operations and financial statements.

12. ShorHerm credit facilities from bonk

The Company has been granted credit facilities amounting to Baht 675 millien from a bank,
consisting of bank overdraft facilities amounting to Baht 10 million and short-term loan facilities
amounting to Baht 665 million. As at 31 December 2017, the Baht 675 million credit facilities (2016
: Baht 675 million) have yet been drawn down.

The credit faciliies are secured by the mortgage/pledge of all land, buildings and machinery
of the Company as described in Note 10 to the financial statements. In addition, under the credit

facilities agreement, the Company has to comply with certain covenants regarding the operations,
financial ratios and other conditions.

13. Trade and other payables

Trade payables - related parties (Note 6)
Trade payables - unrelated parties
Accreed expenses

Total

14. Provision for longterm employee benefits

Provision for long-term employee benefits, which represents compensations payable to on
employees after they retire, was as follows:
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Provision for long-term emplovee bensfits at beginning of year
Included in profit or loss: .

Current senvice cost
interest cost |
included in other comprehensive income: |
Actuarial (gains) losses arising from |
Demographic assumptions changes '
Financial assumgtions changes '
Experience adjustments
Benefits paid during the year i
Provision for long-term employee benefits at end of year |

All of longterm employee benefit expenses included in administrative experges in the peofit o
logs.

The Company expects to pay Baht 518,626 of loneterm employee benefits during the nesd year (2016:
Bakt 95,600).

As at 31 December 2017, the weighted average duration of the Liabdities for long-term employee benefit
% 16 years (2016: 16 years).

Smnifcant actuarial assumplions at the valuation date are summarsed belows:

(Uni : Percent per annum)

Discount rate
Salary increase rate
Average staff tumover rate

The result of sersRivity analysis for significant assumptions that affect the present value of the lorg-term
employes berefit obligation as at 31 December 2017 and 2016 are summarised below:

(Limnit, = Thowsand Bahit)

Discount rate
Salary increase rate
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15. Statutory reserve

Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is
required to et aside to a statutory resenve at Least 5 percent of its net profit for the year after
deducting accumulated deficit brought forward (if ary), until the reserve reaches 10 percent of
the registered capital. The statutory resense is not available for dividend distribution. At present,
the statutory resenve has fully been set aside.

16, Expenses by nature
Significant expenses classified by nature are as follows:

(Unit : Thousand Bakt)

Salaries and wages and other employee benefits
Depreciation

Raw materials and consumables used

Changes in inventories of hinished goods

17. Income tax

Income tax expenses for the years ended 31 December 2017 and 2016 are made up as follows:

(Ut : Thousand Baht)

Current incomse tax:

Cument inCome tax charge

Deferred tac

Relating to origination and reversal of temporary differences

Income tax expenses reported in the statement of comprehensive income

The amounts of income tax relating to each component of other comprehensive ingome for
the years ended 31 December 2017 and 2016 are as follows :

{Unit : Thousand Baht)

Defered tax relating to actuarial losses
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Accounting profit before tax
Applicable ta rate
Accounting profit before tax multiplied by income tax rate
Effects of:

Non-deductible expenses

Adcitional expense deductions allowed

Urused tax loss
Total ,
Income tax expenses reported in the statement of comprehensive income: |

The components of defierred tax assats are as follows:

Provision for long-term employee benefits
Tokal

18. Earnings per share

Basic eaminrgs per share is calculated by dividing profit for the year attributabie to equity holders
of the Company (ecluding other comprehensive income) by the weithted average number of
cedinary shares in Beue during the yea.

19. Segment informalion

Operating segment information is reported in a manner consistent with the intemal reports
that are regularly reviewsad by the chiefl operating decision maker in order to make dedisions about
the allocation of rescurces to the segment and assess its performance.

The Compary is principally engaged in the manufacture and distribution of deformed and
round steel bars. Its operation is caried on exclusively in Thailand, Segment performance is measured
based on operating profit of loss, on a basis consistent with that used to measure operating profit
of loss in the Rnancial staternents. As a result, all of the revenues, operating profits and assets
as reflected in these financial staternents pertain to the aforementioned reportable operating

sagment and eecgraphic area.

Fer the year 2017, the Comparry has thiee major customerns with a total revenues of Baht 1,440
raillion (2016: Bakt 1,494 million derived from fve major custamers).

20. Provident fund

The Company and its employees have jointly established a provident fund in acoordance with
the Provident Fund Act B.E. 2530. Both employees and the Comparny contribute to the fund monthly
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at the rate of 3 percent of basic salary. The fund, which is managed by Kasikorn Asset Management

Company Limited, will be paid to employees upon termination in accordance with the fund rules. The

contribution for the year 2017 amounting to Baht 0.7 million (2016: Baht 0.7 million) were recognised

as expenses.

21. Dividends

\ds for 2016

Interim divide

Final dividends for 2016

Interim dividends for 2017

Total for 2017

22. Commitments
The Company has entered into agreerments in respect of the lease of office building space

and services. The terms of the agreements are generally 2 years.

Future minimum lease payments required under these leases and service contracts were as

follows:

(Unit : Million Baht)

Payable:
Inup to 1 year

In over 1 and up to 2 years

23. Financial instruments
23.1 Financial risk management

The Company’s financial instruments, as defined under Thai Accounting Standard No. 107
“Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash equivalents,
trade receivables, and trade and other payables. The financial risks associated with these financial

instruments and how they are managed are described below.

Credit risk
The Company is exposed to credit risk primarily with respect to trade receivables. The Company
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24.

25.

26.

manages the risk by adopting appropriate credit controd policies and procedures. Although the
Compary are exposed to credit risk with respect to trade receivables since the majority of sales are

made to a limited number of customers. However, due to those customer’s creditworthiness,
the Company do not anticipate material losses from debt collection. The maximum exposure to
credit risk is limited to the camying amounts of trade receivables as stated in the statements of
financial position.
Interest rate risk

The Company's exposure to interest rate risk relates primarily to its cash at banks. Howewver, since
most of the Company”s financial assets and labilities bear floating interest rates, the interest rate
risk is expected to be minimal.
FOrgign cUrency sk
The Company expects that there may be an effect from changes in excharge rates resulting from
unhedged liabilities denominated in foreign currencies. As at 31 December 2017 and 2016, the
Company had no outstanding balances of financial liabilities dominated in foreign currencies.
23.2 Fair values of financial instruments

Since the majority of the Company's financial instruments are short-term in nature or carmying
interast at a rate closed to the market interest rates, their fair value is not expected to be materially
different from the amounts presented in the statement of financial position.

Capital management

The primary objective of the Company's capital management is to ensure that it has appropriate
capital structure in order to support its business and madmise shareholder value, As at 31 December
2017, the Company's debt-to-equity ratio was 0.04:1 (2016: 0.04:1).

Event after the reporting period

On 26 February 2018, the Board of Directors meeting of the Company No. 2/2561 passed
& resolution to pay a dividend of Baht 0.11 per share, or a total of Baht 124.58 million, to the shareholders
from the 2017 eamings. The Company paid an interim dividend of Baht 0.06 per share during the
year 2017, totaling Baht 67.95 million, and the remaining dividend payable is Baht 0.05 per share, or totaling
Baht 56.63 million. The dividend payment will be further proposed to the Annual General Meeting
of the Company"s shareholders for approval in April 2018,

Approval of financial statements

These financial statements were authorised for issue by the Company's Board of Directors on
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Bangsaphan Barmill Public Company Limited
Head Office

BSBM
: 8th Floor, Prapawit Bldg., 28/1 Srasak Road, Silom,

Bangrak Bangkok 10500

Tel. 66 2630 0590-5 (6 Lines) Fax. 66 2236 6995-6

Factory

8 Moo 7, Banglangna-yaiploy Rd., T. Maeramphueng,

A. Bangsaphan, Prachuabkirikhan 77140
Tel. 0 3254 8384-9 (6 Lines), Fax. 0 3254 8392



