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Report of the Board of Director

S.Kijchai Enterprise Public Company Limited was established on September 28, 2010. The company’s main
business activities are to produce wood substitute products with medium density fiber boards or MDF boards. The
company was listed and traded on the Stock Exchange of Thailand on September 26, 2017 in order to enhance its
liquidity and ability to expand investment in the future.

S.Kijchai Enterprise Public Company Limited "SKN" was established with the objectives to be leading
manufacturer of wood substitute products, with realization of environmental conservation for the natural sustainability.
The company has been committed to corporate social and environmental responsibility under transparent management.
In order to realize our vision, we have a specified policy that "We are the company commits to be a leader in the
production of renewable materials, natural wood in Southeast Asia and emphasizes on creating the highest value for
customers and all stakeholders under good corporate governance as well as quality manufacturing standards to the

sustainability of the natural environment and society.”

The market condition for natural wood substitute boards in the year 2018 has slightly increased in the world
market. It has expanded its production both domestically and internationally. As a result, more competition in the market.
However, the Company focuses on the development of production processes and on the quality of products. And still
have a good response from both domestic and foreign customers. And in the year 2018, the Company has expanded
an additional production line, which was completed in the end of third quarter and started commercial production during
the forth quarter in the past year, 2018. Moreover, the Company has invested in setting up a subsidiary named S.Kleber
Chemical Company Limited, operating production and distribution of adhesive and chemical products for industrial
market. Such project would be another significant step of the Company for boosting competitiveness driving towards

the established Company’s vision.

Finally, as a representative of the Board of Directors, | would like to express my appreciation for all these support
and motivation to the company. These have driven us to search for a good quality products and keep improve our
service continually, which help us grow repeatedly with confidence. | would like to express my gratitude to all interested
person, shareholder, partner, executive officer, employee, and including financial institutions that always trusted and
supported us. And please rest assured that we will always committing to operate this company with integrity and ethic,
under the concept of good governance for the most benefit for all parties. And we hope that the company will receive a

great support from everyone forever and ever.

Dr. Suvit Thaniyavarn

Chairman of the Board of Director

S.Kijchai Enterprise Public Company Limited
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Report of the Audit Committee

The Audit Committee of S.Kijchai Enterprise Public Company Limited consists of 3 independent Audit Committee
members who are competent and possess all qualifications as per the regulations stipulated by The Stock Exchange of

Thailand. These 3 Audit Committee members include;

1. Mr. Tarate Poshyananda Chairman of the Audit committee
2. Pol.Lt.Gen. Sunchai Chaiamporn Audit committee
3. Mr. Tiwat Rattanakate Audit committee

The Audit Committee abide by the responsibilities appointed by the Board of Directors of the Company and
pursuant to the Audit Committee Charter, which is consistent with the best practice of the Securities and Exchange
Commission by reviewing and ensuring the Company to follow the principles of good corporate governance, establish
sufficient risk management and internal control and conduct internal control efficiently and effectively, where the
Company shall give priority to defining systematic structure and work process, operating as a transparent organization
and enhancing the quality of the Company’s internal audit for sustainable improvement.

In the 2018 accounting year, the Audit Committee arranged 4 meetings in total, in which the whole members of
the Audit Committee participated and discussed with the internal auditor and auditor. The summary of main points on

responsibilities is as follows :

1. Reviewing the Company’s financial reports

Members of the Audit Committee reviewed the Company’s quarterly and annual financial statements,
including related transaction together with the auditor. They questioned the auditor on the accuracy and completeness
of the financial statements, important adjusting general ledger entries, including accounting forecasting which affects
the financial statements, adequacy and appropriateness of bookkeeping and scope of review, accurate, complete and
adequate information disclosure and independence of auditor in order to ensure that the financial statements shall be in
compliance with laws and generally accepted accounting standards, credible and provided in a timely manner.

Moreover, the information shall be disclosed sufficiently and beneficial for users of financial statements.

2. Reviewing Risk Management

The Audit Committee reviewed efficiency and appropriateness of risk management process, which could
occur by internal and external factors, including risk management policy, plan and guidelines on risks affecting the
Company’s performance together with recommendations for improvement in order to promptly support in case of

unexpected events.

3. Reviewing Internal Control

The Audit Committee prioritized the compliance with laws, related regulations and management focusing
on professional and systematic operations by reviewing internal control system with the internal auditor on a quarterly
basis in order to ensure the proper, sufficient and efficient internal control system. The Audit Committee considered the

evaluation form of adequacy of the Company’s internal control system according to the Stock Exchange of Thailand and
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Securities and Exchange Commission. The internal auditor and the Audit Committee had the agreed opinions that no
major issues or flaws was detected and deemed that the internal control system is sufficient and suitable for the

Company’s current situation.

4, Reviewing transactions involving related or potential conflicts of interest

The Audit Committee reviewed and prioritized the consideration of processing transactions involving
related or potential conflicts of interest in accordance with laws and regulations stipulated by the Stock Exchange of
Thailand on a quarterly basis. The Audit Committee appointed the internal auditor to preliminarily monitor and review the
accuracy and the auditor to regularly review such transactions in order that the reports are reasonable and provides the

utmost benefit to the Company and accurate and complete information disclosure.

5. Reviewing compliance with securities and stock exchange regulations

The Audit Committee reviewed the Company’s compliance with securities and stock exchange regulations,
requirements of the Stock Exchange of Thailand or laws related with the Company’s business. The Audit Committee
deemed that the Company did not act against the relevant laws and regulations.

0. Appointment of the Auditor as of 2019 accounting year

The Audit Committee scrutinized and agreed to Siam Truth Audit Co.,Ltd. ,where the auditor are Mr.
Banjong Pitchayaprasat, certify public accountant no. 7147 and/or Mr. Kraisit Silapamongkongkun, certify public
accountant no. 9429 and/or Miss Khemmanan Jaichuen, certify public accountant no. 8260 the Company’s and its
subsidiary’s auditor. The appointed auditor is independent and has no any interests which may cause a conflict of
interest. The appointed auditor was proposed to the Company’s Board of Directors for consideration and approval, as

well as to the shareholder meeting of the year 2019 for further consideration and approval.

In conclusion, the Audit Committee has fulfilled the obligations and responsibilities as specified in the Audit
Committee Charter, with their knowledge and abilities, carefulness, thoroughness, adequately independence. Moreover,
they provided productive opinions and recommendations in favor of stakeholders equally. The Audit Committee
scrutinized that the Company'’s financial reports are accurate, credible and in compliance with generally accepted
accounting standards. The Company has managed an operation that is consistent with laws, obligations related to the
business operations, including the good corporate governance system, adequate risk management and appropriate

and efficient internal control system.

Mr. Tarate Poshyananda

Chairman of the Audit committee

S.Kijchai Enterprise Public Company Limited
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Message from the Managing Director

In the previous year 2018, the overall market status of wood substitute product has a slightly expansion in global
level. Moreover, companies in the same industry have expanded their domestic and international capacity. This resulted
in higher competition in such market. Last year, company has total sales revenue of 1,540.08 million baht, attributed to
a decrease from the year 2017 equal to 26.07 million baht or decreased by 1.66%. The cost of sales for the year 2018
is 1,116.18 million baht, increasing 56.00 million baht or 72.48% of sales revenue and the net profit is 206.79 million
baht, decreasing from the year 2017 equal to 19.18 million baht or decreased by 8.49 %.

The main reason of the Company’s decreased revenue is the impact of the appreciation in exchange rate of Thai
baht against US dollar from 2017 and the selling price in the year end of 2018 which was reduced by the volatile
international market situation due to globally political and commercial uncertainties, together with the revenue from the
new production line where the selling unit was lowered than the forecasted rate. Furthermore, the Company carried a
slightly increased production cost due to higher energy consumption, as well as increased raw material cost.

According to globally political and commercial uncertainties, the market competition together with increased
production cost, the Company has assessed and closely monitored the situation. Furthermore, the strategy has been
adjusted in accordance with situations, including to improve machine and raw material efficiency to ensure financial
stabilities performance.

In regard to investment, in the year 2018, the Company has managed to expand an additional capacity of MDF
in order to support the market demand. This resulted in the total capacity of 500,000 cubic meters per year. Plus, the
Company has invested in a subsidiary company establishment to conduct the production and distribution of adhesive
and chemical products, which would be another significant step of the Company for boosting competitiveness driving
towards the established Company’s vision.

Lastly, I would like express my gratitude to Board of Directors, Executives, customers, shareholders and partners
who confide in our company operations, including our employees who perform duties and assignments with their
responsibility. We are committed to utilizing our experiences and proficiency in working in the wood industry for over 30
years and adhering to transparency and good governance in order to drive the Company to grow steadily together with

the nature, community and environment further.

Mr. Vichai Sangwongkit

Managing Director

S.Kijchai Enterprise Public Company Limited
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1. Policy and business Operation overview

1.1 Vision

The organization is determined to be one of leaders in manufacturer of wood-based panel in Southeast Asia. The
company aimed to create the highest value to customer and related parties under good governance management
principle. Additionally, the aim is for to obtain production standard that is high in quality for the sustainability of nature,

environment, and society.

Mission
To achieve vision of the organization, the company have mission as follow:
1) Manufacture quality products under based on International for standardization
2) Aim to develop products focusing on added-value to natural substitution materials
3) Respond to the highest customer satisfaction in all aspects
4) Promote good management and business operation, develop employee to obtain moral and ethical principle as

well as responsibility to society and environment as well as all related parties

Business operational strategies

With over 30 years of experiences and expertise in wood processed industry, the organization possesses an in-
depth understanding of wood processed product. The business begins to expand by using wood resource and added-
value from wood bits to wood-based panel. The company use new machine with advance technology for the manufacture
process and imported directly from Germany. There is a strict manufacture quality control in every process. The company
operates under policy that focuses in creating quality products from international standards. The company also
determine to develop manufacture process to be shorter and control the amount used of raw materials to be utmost
efficient. This is aim to achieve high quality MDF board that responds to needs of domestic and international clients.
Moreover, the company also promote the development of employees to obtain knowledge, moral and ethical principles
as well as responsibility toward society and environment.

1.2  Significant changes and development

Significant developments of the organization are as follow:

Month — year Incidents
September 2010 . The company registered with registered capital of 600.00 million baht to operate in
business to manufacture and distribute MDF board. The company began its operation
in construction of factory and machine installment to manufacture MDF board at Klaeng

District, Rayong province on the area of 144 rai, 452 square meters

March 2011 . Received investment promotion certificate reference 1364(2)/2554 from the Board of
Investment (BOI) and receive tax rights and other rights in related business to MDF

manufacture business as stated in Investment Promotion Certificate

November 2012 ;. Completed the process of machine installment and begins the test run




Month — year
February 2013

April 2013

October 2013

December 2014

December 2014

November 2015

February 2016

August 2016

July 2017

September 2017

S.KIJCHAI ENTERPRISE
Public Company Limited

Incidents
Completed test run as the company began to operate commercially in manufacture and
distribution of MDF board, the company starts to distribute to customer domestically and

began to export to other countries starting from Southeast Asia region

Certified with MDF board manufacturing standard and Thin MDF also received MUTU

Certification International that is based on California Code of Regulation 93120
Started expansion of target customer to the Middle East

Extraordinary session of shareholders 12/2014, the company has reached resolution to
grant registered capital from 600.00 million baht to 720.00 million baht. The company
agreed to release additional 1.20 million common shares with the nominal amount of

100.00 baht to propose to shareholders based on shares holdings.

Received International Standardization ISO 9001:2008 which is the Quality Management

System standards

At the extraordinary session 4/2015, the company reached resolution to reduce paid-in

capital from 720.00 million baht to 600.00 million baht

Received International Standardization ISO 14001:2004 which is the Environmental

Management System standards

At the extraordinary session 1/2016, the company reached resolution to incorporate the
company as a public limited company and change the name to S Kijchai Enterprise
Public Company Limited. It is also registered from company limited to public company

limited on 14 September 2016

In addition, during the same extraordinary session, shareholders also reach resolution
to increase registered capital from 600.00 million baht to 800.00 million baht. It also
changes the nominal amount of shares from 100.00 baht to 1.00 baht. The release of
200.00 million more common shares with the nominal amount of 1.00 baht to propose
to the common public for the first time and obtain common share of the company to

registered in Stock Exchange of Thailand

Received investment promotion certificate reference 60-0836-1-00-1-0 from the Board
of Investment (BOI) for the second product line and receive tax rights and other rights in
related business to MDF manufacture business as stated in Investment Promotion

Certificate

The company registered and began trade in Stock Exchange of Thailand for real estate
and construction group in construction materials section to expand its production

operation. Itis also to pay a long term loan and as a revolving fund in business operations
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Month — year
December 2017

March 2018

July 2018

September 2018

October 2018

Incidents
Received International Standardization ISO 9001:2015 which is the Quality Management
System standards
Received International Standardization of United States Environmental Protection
Agency: US EPA which is the reduce Formaldehyde Emission from Composite Wood

Product from MUTU Certification International.

Registered subsidiary company “S.Kleber Chemical Company Limited” with registered
capital of 100.00 million baht to manufacture and distribute glue and chemical. The
Common shares worth 10.00 baht per share with 50.00 million baht paid in capital. SKN

is 100.00 percent shareholder.

Received International Standardization 1SO 14001:2015 which is the Environmental

Management System standards
Completed installation and began the test run for second production line

Started commercial production and distribution of MDF board from second production

line

1.3 Shareholder structure and subsidiary

In 2018 on July 11 The Company established a subsidiary company “S.Kleber Chemical Company Limited” to

manufacture and distribute glue and chemical. The Shareholder structure is as follow:

S.Kijchai Enterprise Public Company Limited

(SKN)

100.00 %

S.Kleber Chemical Company Limited

Detail of operate in business of company and subsidiary company

S.Kijchai Enterprise Public Company Limited

S Kijchai Enterprise Public Company Limited previously name as S Kijchai MDF Company Limited registered on

28 September 2010 by S Kijchai group and Sahakij group and has registered as a public company on 14 September

2016. In 2017, the company has registered itself in the Stock Exchange of Thailand, as of 31 December 2018 with paid-

in capital of 800 million baht. The main product of the company is Medium Density Fiber Board (MDF board).

S.Kleber Chemical Company Limited

S.Kleber Chemical Company Limited registered on 11 July 2018 to manufacture and distribute glue and

chemical. SKN is 100.00 percent shareholder of this company. The company is in construction process which

expected to start commercial run in 2020.
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14 Major shareholder relations

Two main shareholder groups are S Kijchai Group and Sahakij group. Thus, the details of each company that

possess shares by S Kijchai and Sahakij as well as rubber wood business operations in industry can be conclude as

follow.
Vear of Shareholders (%)
Company name ) Type of business Provinces S Kijchai Sahakij
establish Others
Group Group
1. S Kijchai Co., Ltd 1981 Furniture manufacture and Rayong 100.00 - -
distribution
2. Sahakijklaeng Co., Ltd 1992 Rubber wood sawmill Rayong - 100.00 -
3. Thai Eastern Wood (1987) Co., 1994 Furniture manufacture and Rayong 84.22 15.78 -
Lta® distribution
4. S Kijchai Wood Panel Co., Ltd® 1997 Manufacture and Rayong 100.00 - -
distribution of Particle
board and fuel briquettes
5. S.E.P Worldwide Co., Ltd 2002 Rubber wood sawmill Phang Nga 33.33 - 66.67
6. Sahakij Saentung Co., Ltd 2003 Rubber wood sawmill Trad - 100.00 -
7. S Plywood Co., Ltd 2004 Manufacture and Rayong 50.00 50.00 -
distribution of plywood
8. Klang Packing Wood Co., Ltd 2004 Manufacture and Rayong - 50.00 50.00
distribution of pallet wood
9. S Kijchai Enterprise PCL 2010 Manufacture and Rayong 53.39 23.47 23.14
“Company™ distribution of MDF board
10. S Kijchai Bueng Kan Co., Ltd 2015 Rubber wood sawmill Bueng Kan 100.00 - -
11. SahakijTrad Co., Ltd 2016 Rubber wood sawmill Trad - 100.00 -
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1.4.1 Relations between company and shareholders group with related business operations

Two shareholders groups are S.Kijchai group and Sahakij group, both possess high experiences and expertise
in different business related to rubber wood industry for over 30 years. Both groups operated wood sawmill business,
which consist of, procure rubber plantation to eliminate rubber plant and segregate each part of rubber wood. The next
process is to deliver raw materials to wood panel factory under the operation of company’s shareholders that operate
business in manufacture and distribution of plywood board, particleboard, and MDF board. The product received from

wood panel factory will be further use as materials for furniture manufacture factory.

1. Business operations of Sahakij Klang and Sahakij Saentung consist of related business transactions

Both companies operated in business that interrelated by purchasing wood raw materials from Sahakij
Klang and Sahakij Saentung. Both companies operated wood sawmill business by purchasing rubber plantation.
They will use large trunks to use as raw materials for sawmill and use the other remnants such as branches and
tips to distribute to the company. This is to prevent the conflict of interest between business transactions to other
shareholder companies. S.Kijchai group and Sahakij group compile interrelate policy to use as a practical
approach as well as processes to maintain and operate to ensure the confident that the business relations of
companies under both groups will be transparent with clarity.

The company also compile policy regarding the purchase of wood raw materials to specify standardized
method. This is to set standard price to every sellers without taking into consideration whether the seller is third
party or company under the operation of third party or related companies. However, it is aim to consider the

adequacy of raw materials and most importantly, benefits to the company.

2. Business operations and product line of S.Kijchai Wood Panel and S Plywood possess some similarities

S.Kijchai Wood Panel and S Plywood operate business that is similar to those of the company. Each
company manufacture and distribute Wood-based panel in different types. The products of S Kijchai Wood panel,
S Plywood and the company are particleboard, plywood board, and MDF board, respectively. Each product is
often use in decoration and construction industry as well as furniture manufacture industry.

Nevertheless, if evaluate from the basis of business operations from both companies, it can be seen that
in the future they might build business in manufacture and distribute MDF board to compete with the company.
However, this has lower possibility that it could lead in the conflict of interest because each type of machine and
type of board process differs. Thus, if S Kijchai Wood Panel and S. Plywood begins operate MDF board business,
they will need to install new machine, which will use high cost of investment. Moreover, S Kijchai Wood Panel
have cease production of particleboard since February 2016 and still do not have plan to re-manufacture
particleboard. Additionally, S Kijchai Group and Sahakij have policy to expand business and distribute fiber board
through the company investment.

The company has created policy on Non-Competition Agreement with shareholders and board of every S
Plywood and S Kijchai Wood Panel as well as parties in Sahakij Group whom are not part of shareholders as well
as board members of S Plywood and S Kijchai Wood Panel. This is to show the intention in not operate or create

business transaction in the future that will be compete against the company. The types of business are MDF

10
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board business, fiberboard business, and particleboard business. This is to prevent business competition, which

could arise in the future.

1.4.2 Relations between the company and its related parties toward other companies that also obtain the name of

‘S.Kijchai’ similar to the name of the company

The major shareholder of the company operate different types of business related to rubber wood panel for a
long period. The company was establish to operate on related business in several companies. Companies that S Kijchai
took parts in and became the major shareholder will consist of “S Kijchai” after the name of the shareholder. Thus, the
related companies will consist of “S Kijchai” similar to the company that operate in the business regarding rubber wood
panel industry: 1) S Kijchai Co., Ltd 2) S Kijchai Wood Panel and 3) S Kijchai Bueng Kan Co., Ltd.

However, although the name of three companies consist of “S Kijchai” similar to the company but the relation of
the stated company will be through the major shareholder and joint board members as well as interrelate business only.
This is the regular business transaction of the company and it does not have further relation as a subsidiary or joint
venture of the company.

Thus in 2018, the transactions achieved by the company toward related parties have rationale and necessity for
specific transactions. This is according to the details from section 11.1 in the list of transactions between the

company/related parties.
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2. Types of business

S.Kijchai Enterprise Public Company Limited previously name as S.Kijchai MDF Company Limited registered as
a company on 28 September 2010 by S.Kijchai group and Sahakij group and has registered as a public company on
14 September 2016. In 2017, the company has registered itself in the Stock Exchange of Thailand on 31 December 2018

with paid-in capital of 800 million baht. The main product of the company is Medium Density Fiber Board of MDF board.

Revenue structures

Main revenue of the Company is from proceeds of sales which is equivalent to 98 percent of the overall earnings.
Approximately 95 — 98 percent of the proceeds of sales are export earnings. However, domestic earning is only 2-5

percent of the Company. The revenue structures for 2016, 2017, and 2018 are display in the table below.

Overall revenue in 2016, 2017, and 2018

Closing accounts on 31 December

. . 2016 2017 2018
list of items
Million
Million baht Percentage bah Percentage = Million baht = Percentage
aht
Proceeds of sales 1,477.69 99.03 1,566.15 98.77 1,540.08 98.02
- Export earnings 1,451.58 97.28 1,529.93 96.49 1,503.25 95.68
- Domestic earnings 26.11 1.75 36.22 2.28 36.83 2.34
Other types of earnings 14.48 0.97 19.46 1.23 31.13 1.98
Total earnings 1,492.17 100.00 1,585.61 100.00 1,571.21 100.00

2.1 Types of products and services

The Company manufactures and distributes Medium Density Fiber Board or MDF Board which is a Wood-based
Panel in the type of Fiber Board. It is produced from using rubber wood fiber combining with binder substance which is
Urea Formaldehyde Resin Chemical glue and compound into one board.

Wood-based Panel is a product that has been apply from knowledge and technology in making wood by enables
the use of different parts of wood that cannot be use and press into a wooden board. This is to substitute for the use of
natural wood which is difficult to find and high price in the present day. Types of popular Wood-based panel in the
furniture industry can be divided into 3 main types 1) Plywood 2) Particle Board and 3) Fiber Board. MDF which is the

main product of the company is considering a Fiber Board.

Fiber Board is made by using branches or tips of tree with high floss and grind into fiber and use the fiber to
press into board with high heat. Chemical glue will help to bind wood into a board. Fiber Board can be divided into 2
types based on the density which are 1) Medium Density Fiber Board or MDF and 2) High Density Fiber Board). Both
types of Fiber Board have different density so the strength in term of flexibility in angles may differ. Nevertheless, these
two types of fiber board use the same production process. Thus, the machine of the Company will be able to adjust

accordingly to manufacture both types of wood.

12
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Medium Density Fiber Board or MDF is a Wood-based Panel with the quality close to the nature and can be
applied in different purposes. This is especially with the manufacture of furniture such as cupboard, bed or office
equipment. It can also be used in construction works, decoration works and kitchen utensils such as window frame, door

frame, or wall. Thus, the characteristic of MDF as manufactured by the Company are as follow.

Size of product : The size of MDF that can be manufactured by the Company is 8 feet width and 24
feet height and can be cut into smaller pieces based on customer purchasing
orders.

Product : The Company can adjust the thickness level of MDF from 2.5 millimeters to 25.0
millimeters. The groups of thickness are as follow.

- Thin board has thickness from 2.5 millimeters to 4.0 millimeters
- Medium board has thickness from 4.0 millimeters to 9.0 millimeters
- Thick board has thickness more than 9.0 millimeters to 25.0 millimeters

Product safety : MDF Board that is manufactured by the Company uses Urea Formaldehyde Resin

standards chemical glue which is a binder substance to compound fiber of the wood. The
types of Urea Formaldehyde Resin that the Company use for its manufacture is
categorize based on the standard in quantity measurement and the evaporation of
Formaldehyde in the product based on environment standard for furniture products.
There are 3 types of substance that cover the market almost around the globe as
follow.

- European standards

* E1: Formaldehyde <8 milligrams per 100 grams of board

* E2 : Formaldehyde > 8 milligrams but < 30 milligrams per 100 grams of board
- USA standards

* CARB P2 : thickness < 8 millimetres, Formaldehyde < 0.13 ppm

* CARB P2 : thickness > 8 millimetres, Formaldehyde < 0.11 ppm

In 2018, the Company purchased chemical glue materials from small group of manufacturers. Some purchases
were more than 30 percent of the overall purchase. The Company may encounter risk in dependency of the certain
chemical glue distributors. Additionally, the Company may encounter risk regarding the glue material as shown in topic
3 “Risk factors” sub-topic 3.1.2 “Risk result from the deterioration of chemical glue materials and risk from the
dependency on small groups of chemical glue distributors”. Beside the glue material, the Company also depends on
related parties including Sahakij Saentung and Sahakij Klaeng for wood materials equivalent to more than 30 percent of
the overall purchase. This could put the Company at risk in small groups of distributors and the Company may encounter
risk related to other wood materials; such as, sufficiency of wood materials, price fluctuations, and product deterioration

as show in the topic 3 “Risk factors” with sub-topic 3.1.1 “Risks related to wood materials.”

13
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Standards/certification and interests of the Company

The Company operates according to the policy that aim to create quality in products and sustainable working
standards as well as development in international standard process as certified by several institutes to respond to the

needs of domestic and international customers as follow.

Standards and quality certification of the Company

Month/year of first
Standards/Certifications Descriptions -
MUTU certification Received production standards for Medium Density Fiber April 2013
international Board based on California Code of Regulation 93120
standards
MUTU certification Received production standards for Thin Medium Density April 2013
international Fiber Board based on California Code of Regulation 93120
standards
ISO 9001:2015 Received Quality Management System standards December 2017
MUTU certification Received International Standardization of United States March 2018
international Environmental Protection Agency: US EPA from MUTU
Certification International.
ISO 14001:2015 Received Environmental Management System standards July 2018
Investment Promotion Certificate from the Board of Investment (BOI)
1. The Company received Investment Promotion Certificate Reference 1364(2)/2011 from the Board of

Investment for the first production line since 21 February 2011. The Company receives tax rights that
consist of exemption of import duty for machine and juristic person income tax exemption with the total
value of no more than 1,564,500,000 baht for the total of 8 years since the start of revenue from business
(with the end date on 6 January 2021). The Company also has been allow to not acquire dividend from
the business received from the Investment Promotion Certificate to calculate and pay for income tax for
the whole period of the certificate juristic person income tax exemption.

2. The Company received Investment Promotion Certificate Reference 60-0836-1-00-1-0 from the Board of
Investment for the second production line since 4 July 2017 and has received tax rights which consist of
exemption of import duty for machine and juristic person income tax exemption with the total value of no
more than 1,928,000,000 baht for 3 years from the start of the revenue from business. The Company also
has been allow to not acquire dividend from the business received from the Investment Promotion
Certificate to calculate and pay for income tax for the whole period of the certificate juristic person income
tax exemption. Thus, the Company is in the process of request to extend tax rights for the second

production line for additional 3 years after the first session of tax right has expired.
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2.2 Market and competition

2.2.1 Types of customer and target customers

The Company is determined to expand its customer base to cover all regions in the global stage by focusing on
creating the highest value to customers in all aspects with good service and quality products from international
standards. Most of the products of the Company are a Custom Made order with small number of products that is

manufacture for Made to Stock. The ratio of the import earning is equivalent to 95 — 98 of total earnings of the Company.

The target group of the Company domestically and internationally can be divided into 3 main groups as follow.

1) MDF Wholesalers/ Distributors This group of customers will have their own customer base which could be
large scale wholesalers who will works as an agent in importing and expand MDF board and other
construction materials to their own customer base. This group of customer usually purchase high volume
and purchase consistently.

2) Furniture manufacturers and construction companies will purchase MDF board as a raw material to
produce products or use as materials for manufacture of furniture, interior decoration or as part of Built-in
furniture.

3) Wood laminate factory will purchase MDF board to operate in additional production process by adding to
wood surface with Veneers wood or Melamine board before distribute to furniture factory, construction

companies, or other distributors.

Main group of the Company’s customers are international clients especially in Asia Pacific region including
Southeast Asia and the Middle East. Thus, for general international customers, the Company will set prices in 2 types
which are (1) Free on Board Loading Port (FOB) price which is price of products in the case that the Company will be
responsible for shipping expenses until the freight or (2) Cost and Freight (CNF) price which is price of products that

including freightage. This is according to the needs of the customers.

2.2.2 Distribution channels

Distribution channels of the Company can be divided into 2 main channels which are through agents or direct
sales to the customers. The ratio of distribution channel through agents and direct sales to customers is equivalent to
45 - 50 percent and 50 - 55 percent from overall earnings, respectively. Thus, the Company has a strategic plan to
expand its production line to prepare for sales and marketing activities both in the existing customers and new market
in 2018. For the existing customers, the Company has contact several customers that had shown interest in increasing
the quantity of purchase with the Company as well as potential customers that may increase their purchasing orders
with the Company.

Additionally, the Company also study new market in other countries or regions to seek for market with growing
potential for MDF board through different distribution channels. The Company will focus on direct sales to the
customers in order to increase purchasing orders to be consistent with expanding production capacity. In 2018, the
direct sales channel and sales in new regions has increased accordingly to the plan.

In 2017 and 2018, the Company did not sales through any agents more than 30 percent of the overall sales.

The details are shown in topic 3 “Risk factors”, sub-topic 3.1.9 “Risk from dependency of major agents.”
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2.2.3 Competition strategy

With experiences and high expertise in wood-panel industry for more than 30 years, the Company has an in-
depth understanding with wood-based panel manufacture. The Company uses new imported machine from Germany
whom are leader in wood-based panel technology with advance and modern machine, strictly control in all productions
process as well as determine to develop production process to be short and precise. The Company also controls the
use of raw materials to be utmost effective resulting in the Company ability to manufacture quality MDF board and

delivers to the customers on time to responds to needs of customers, continues to maintain trading relations.

2.2.4 Industry conditions

Wood-based panel industry

Wood-based panel is a raw material that can be used in different industries. The main industries are furniture
industry and construction materials industry. For the construction materials, it will be used as floor, pillar structures,
doorframe, and window frame. In general, wood-based panel is divided into 2 types based on the types of product
which are Sawn timber and wood-based panel.

1) Sawn Timber is using large trunk to cut into an appropriate size and quality and press as well as coated
with chemical solutions to maintain the quality before distribution. Sawn Timber produced from several
types of perennial plants which is a hardwood; teak, Burma Padauk, rosewood, and Siamese Rosewood.
The examples of soft wood is rubber wood.

2) Wood-based Panel is a product that applied from knowledge and technology by using different minor parts
of tree from the wood-based process such as wood bits and pieces that are too small to use as sawn
timber including branches and tips to adjust into wood-based panel. This will be a substitute product as
large piece of trunk is rare and has high price in the present day.

MDF industry

At present, MDF board raises its popularity to manufacture furniture and decorations as it has closest quality to
the natural wood with lower price when comparing to natural wood or Plywood. This has resulted in the amount of MDF
board usage to increase continuously to 99 million cubic meters or equivalent to 11 percent compound annual growth
rate. There is a continuous potential in growing every year even though the world economy slows down, but MDF board
usages did not reduce. On a side note, Sawn Timber or other types of Wood-based panel reduce significantly during

economic crisis. (Source: Food and Agricultural Organization (FAO) 2000 - 2016)

2.2.5 Competitive situations

The competition in MDF board industry is mainly a competition in the international market. This is because
important markets of the Company as well as other manufacturers in Thailand are international customers. Thailand is
also one of the key manufacturers and distributors of MDF in the global stages for several years.

MDF manufacturers in Thailand

Thailand is considered one of the leading countries for MDF board manufacturer to distribute in Southeast Asia
and in the global stage. The main export markets for major manufacturers in Thailand are countries in the Middle East,

Vietnam, Taiwan and United States of America.
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According to the statistic collected and create by Food and Agricultural Organization (FAO) and disclosed in
website, it showed the amount of MDF board manufacture in Thailand that has continuously grow. This is based on an
increasing quantity of export values as main factories in the country usually will locate in the South or Eastern part of
Thailand. This is because it is located near important rubber plantation. In the present day, the production capacity of 8
major distributors in the year of 2018 is equivalent to 3.63 million cubic meters per year. If taking into consideration of
the highest production capacity of the Company that is equivalent to 500,000 cubic meters per year, it will be equivalent
to 13.75 percent of the country’s production capacity. Thus the Company is a medium scale manufacturerin the industry.
Nevertheless, even though the production capacity of the Company may not contain high volume when comparing to
other large scale manufacturers in the country, but the Company possess more advantages on the production line. This
is because the new production line of the Company has just installed and began its production in 2012, so the machine
is advance in technology when comparing to other manufacturers in the market. This means that the production of the
Company will be effective and can cover the production cost in a competitive level to others large scale manufacturers

in the country and abroad.

Company Location Highest manufacture volume in MDF production
(cubic meter per year)

Vanachai Public Company Limited Chonburi Saraburi Suratthani 870,000
Metro M.D.F Company Limited Nonthaburi Kanchanaburi 500,000
Siam Fiber Board Company Limited Songkhla 500,000
Panel Plus Company Limited Songkhla 670,000
Rayong MDF Company Limited Rayong 256,700
S Kijchai Enterpise Public Company Limited (“Company”) Rayong 500,000
Agro Fiber Company Limited Prachinburi 100,000
Wise wood Company Limited Phetchaburi 240,000

Total 3,636,700

Source : Information from companies and list of annual company information (form 56-1) and each company websites

2.3 Products and services acquisition

2.3.1 Production base and production capacity

At present, the Company has one MDF board factory which is located at Klaeng district, Rayong province with

the total area of 144 rai, 452 square meters. The factory has two production line

1* Production line

The capacity of first production line is 20,000 cubic meters per month with production operation on a daily basis

for 24 hours. Since 2014 the Company used approximately 90 — 91 percent of highest production capacity. In 2018, use

the production capacity is equivalent to 97 percent of highest production capacity.

2" Production line

Started operations in the fourth quarter of 2018, the production capacity is approximately 21,600 cubic meters

per month. This production line have achieved production capacity of 70-75 percent during December, 2018.
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The main machine of the Company is import from Germany who is the leader in machine manufacturer of different
types of Wood-based panel that is widely accepted globally. The machine of the Company is an automatic continuous
process that uses advanced technology in production and control all command with computers. In addition, the machine
manufacturer also has assistance team that supports for any issues or errors of the machine through 24 hours online
system.

Previously, the Company prioritizes the quality and efficiency of the production process. There is also an
improvement of machine and factory efficiency. It focuses on maintenance of the machine, security system and
preventive maintenance. Additionally, the Company also continuously improve the production process by obtain
production data in the past to analyze and improve production formula. This is so it will be suitable for the machine and
products in each work and plan production by specify types of machine and types of raw material to create consistency

to prevent the loss during production process and shorten the time of production process.

2.3.2 Production processes

The production processes of the Company in manufacture MDF board are as follow.

The first step of production process starts from preparing the raw material by bringing wood raw material in to
Debarker machine to be left only the trunk. The trunk will be cut into chips and will be deliver to the steamed process to
soften the wood and grind it to fiber. Urea Formaldehyde will be injected to bind wood fiber together as it will enter the
process of Dryer as well as contaminant segregation process. This will reduce other contaminants to dry the wood fiber
and reduce contaminant. Next step is to put into wood forming machine and to the process of pressing the wood with
high pressure and heat. This will transform the wood fiber into a hard board (Master Board), then waiting for the board
to cool down and harden. The next process will be sanding and cutting the board. There will be a quality control for the
entire production process. The product that has passed quality control will be packed and store in a warehouse for

further shipment.

2.3.3 Raw materials acquisition for production

The main raw materials that use to manufacturer MDF board are divided into 3 main types which are 1) rubber
wood materials 2) chemical glue in the form of Urea Formaldehyde Resin and 3) other chemical substances such as
Ammonium Chloride (adhesives agent), Urea substance and wax. The main materials of the Company such as raw
materials, rubber wood, chemical glue and other substances can be found from resources in the country.

The acquisitions for each type of raw materials are as follow.

1) Rubber wood materials

At present, almost every wood material of the Company for the manufacture of MDF board comes from
branches and tips of rubber wood as well as other parts of rubber wood with the diameters between 2-6 inches.
Additionally, beside rubber wood, other wood with high fiber including eucalyptus is also use to manufacture
MDF board. Since rubber wood is an economic plant with high volume of planting in the country as well as in the
Eastern region of the country, where the factory of the Company is located, the Company decided to use rubber

wood as the main material in production.
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2)

3)

The main source of rubber wood materials of the Company came from the rubber plantation in the Eastern
part of the country. The area will cover from Rayong, Chantaburi, Trad, Prachinburi, Chachoeongsao, and Sra
Keo. Other rubber woods material that comes from other regions of Thailand has a smaller ratio. At present, the
Company is also open for purchase of wood branches and rubber wood tips from minor wholesalers, wood agents
or sawmills. These groups will mainly take rubber plantation in Eastern region and distribute to the Company. The
process of purchase will be based on the policy in wood materials purchase which will take into consideration
from the market price in the purchase of wood and the amount of production needs in each period.

Chemical glue materials

Urea Formaldehyde Resin is an important raw material for the production process of the Company. It is
use as a fiber binder substance to press into a board. At present, there are several types of Urea Formaldehyde
that the Company purchased for its production process. Each type will differ in term of Formaldehyde substance
and other ratio of chemical solutions mix in the chemical glue. Glue is an important raw material and the quality
of the chemical glue will affect directly to the efficiency and quality of the product. This has resulted in the fact
that in the present day that the Company purchases Urea Formaldehyde Resin is the factories that have their own
factories and has passed quality control test. The factors that the Company uses to select the distributors will
depend on the type of chemical glue that the Company need to purchase and the proposed price in each time.
Each types of chemical glue is different and the purchase from different distributors will be store in a different
places to prevent the chemical to be confound which may result in the quality of the glue and products.

Other chemical materials

There is a small ratio in production process for other chemical substances when comparing to wood raw
material and chemical glue materials. The main materials are Urea and wax. Other materials that the Company
uses can also be resource within the country. Nevertheless, the Company will have contact lists for each of
distributors for each types of chemical substance. The Company will consistently compare the price and quality
before making a purchase. Most chemical substances can be purchase from distributors in the country. Only
some types of substance will need to be purchase from abroad which will also depends on the proposed price
in comparison.

In 2018, the Company purchased chemical glue material from small group of large-scale manufacturer.
There was a purchase of more than 30 percent from the overall purchases to some of the distributor. The Company
may encounter the risk of distributor dependency for chemical glue. This can be shown in the details in topic 3
“Risk factors”, sub-topic 3.1.2 “Risk result from the deterioration of chemical glue materials and risk from the
dependency on small groups of chemical glue distributors”. Beside glue material, the Company also depends on
wood materials from related parties which are Sahakij Saentung and Sahakij Klaeng for more than 30 percent of
the overall purchases. This could result in the Company to encounter risk in dependency on small groups of wood
distributors. Additionally, the Company will also encounter other risks related to wood materials such as price
fluctuation or deterioration as shown in topic 3 “Risk Factor”, sub-topic 3.1.1 “Risk factors related to wood

materials.”
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2.3.4 Environment effects

The Company prioritizes responsibility toward maintaining good environment so the Company’s business
operation will not result in a negative effect toward the environment. This will include the elimination of dust, chemical
substance fetor or sewage disposal. The Company has also installed effective dust control system into main machines.
There will not be any dust pollution in the area of the factory. The Company also installs several chemical fetor elimination
machines that could danger the area. There is also a sewage disposal system that is a closed system that will use the
clean water in the production process and will not be release back to the environment.

In addition, the Company also has certified with Environmental Management System ISO14001:2015 which is part
of measurement in environmental management 14000. It will be used as a guideline for organization or sector to
systematically manage the system to reach the environmental target. From previous days up until the present, the

Company has not encounter with any charges or lawsuits regarding environment conditions.
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3. Risk factors

3.1 Risk factor in business operations

3.1.1 Risk related to wood materials

Rubber wood is the main material of the company. It is agricultural products that use time to plant as well as log
process. The collection of large number of wood to use as a raw material of the Company will need to use agent to
collect wood. It will also need to use sawmill to seek and collect wood materials. The price of the wood materials may
fluctuate depend on different factors from each period. Thus, the company will have risks related to wood material as

follow.

1) The sufficiency of wood materials: From the research, it is found that in the present day, the quantity of

rubber wood material and the amount of log in an average per year in Eastern part of Thailand is sufficient. It will respond
to an increasing demand of production. Additionally, in the neighboring region also grows rubber wood plantation that

is high in volume and can be a secondary resource of raw materials in the future.

2) The dependency of small nhumber of major wood materials supplier: The Company has purchase raw

materials from related parties which are Sahakij Saentung and Sahakij Klaeng. In 2017 and 2018, there is over 30 percent
of wood purchase from both suppliers combined from the overall purchase orders. The purchase is considered as a
dependency on specific groups that could affect business turnover significantly. Nevertheless, the Company has contact
additional large scale wood material supplier consistently. There is also a distinct regulation in the operation of purchase
of wood materials as well as a memorandum on ‘Right of First Refusal’ to both suppliers. This is a measurement that will
offer right to the Company to purchase wood materials from both suppliers first. This is to ensure that the Company will

be able to continuously seek wood raw materials.

3) Related party wood supplier could result in disorder ‘Arm’s Length basis’ if company have inefficient

internal control: Nevertheless, the purchase of woods from all distributors will based on regulations for wood materials
purchase to be fair and appropriate. There is also an appointed of wood purchase committee to investigate the process

of wood materials purchase and report to board members in every quarter.

4) The fluctuation of wood materials price: The Company always following up with the situation regarding

wood material price and the Company will set the price to purchase wood based on the information from wood materials
market survey. The Company will also take into consideration the amount of wood that the Company need so the
Company will be able to control the material cost to be appropriate and based on the market conditions. The Company

will also adjust sales strategic to correspond to the fluctuation of conditions in material cost.

5) The deterioration of wood materials if kept for long period of time: Wood material is a type of material that

circulate all the time as the Company also uses and manage in the ‘First in First Out’ method. Additionally, the Company
also plans in advance; this is so the Company will acknowledge the amount of needed wood material to efficiently

engage in Company’s wood purchase plan.
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3.1.2 Risk result from the deterioration of chemical glue materials and risk from the dependency on small groups of
chemical glue distributors

The Company uses Urea-formaldehyde chemical glue as one of the main raw material to produce MDF board.
The chemical glue has high risk to deteriorate if kept for long period of time. The Company also tends to purchase
chemical glue from small groups of large manufacturers. This is due to the fact that the manufacturers occupy their own
chemical glue factories so they will be able to distribute chemical glue certainly and in a short period. They also have
an effective production plan result in the fact that the Company will be able to plan the purchase to correspond to the
usage without storing high volume of chemical glue. In addition, the company established company’s subsidiary names
S.Kleber Chemical Company Limited, in order to manufacture and distribute glue and chemical. At present, subsidiary
company is in main machine procurement process and expected to start operation in 2020. Which will help to reduce

the risk from few amount of chemical glue distributors dependency.

3.1.3 Risk results on dependency of export market that may concentrated only in some region

Main revenue of the Company derived from exporting product to abroad. The main export market of the Company
is the Middle East. Thus, the Company will encounter risk if there is any incident that could affect the regional market to
cancel or reduce the quantity of purchase orders from the Company. Nevertheless, the Company has an attempt to
expand the sales to other countries and aimed to expand market in new countries to reduce the risk of dependency on

export to certain countries.

3.1.4 Risk related to currencies exchange

Main revenue of the Company is from the export which will use US dollars as a main payment currency for the
product. The capital cost and main expenses of the Company is in Thai baht. The Company will encounter risk from
currency mismatch between revenue, capital, and expenses. Nevertheless, the Company uses several financial tools to
manage the risk. The Company will also encounter risk if the local currency exchange of the competitor countries of US
dollars depreciates when comparing to Thai baht to US dollars. This will result in the exporter of certain country to have
advantage from setting price based on the depreciation of the currency. This will affect the business operation of the
company. Nevertheless, the Company also consistently following up with the currency exchange fluctuation, this will

enables the Company to adjust to sales plan accordingly.

3.1.5 Risk from the expiration of tax right of Investment Promotion Certificate from the Board of Investment (BOI)
The Company receives tax right from the Board of Investment which is the tax exemption from juristic person. For
the net profit from business turnover of the production line 1 for the total of 8 years, it will expire by 6 January 2021. It
values at no more than 1,564.50 million baht and for the production line 2 which also received import duty for machine
and juristic person tax exemption no more than 1,928.00 million baht for the period of 3 years. Thus, if the Company
completed the full amount of tax rights or the Investment Promotion Certificate has expired, this will result in the Company

increased in tax expenses. It will also affect the net profit of the Company.

3.1.6 Risk from fires
One of the main material for production of the Company are wood and chemical glue as well as the product of

the company is MDF board. This is a flammable material. Thus, the Company will encounter a risk of fire. Nevertheless,
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the Company has installed fire prevention system within its production line as well as install fire extinguishers in each

area of the factory. There is also consistent fire safety training. The Company also acquires a property damage insurance.

3.1.7 Risk from consumers use other wood substitution product

MDF board is part of Wood-based Panel which has a quality similar to sawn timber but in a lower price when in
comparison. In the future, if there is a development in production technology that can produce product with similar
quality as to MDF board in a price and capital cost that is lower. The Company could encounter risk from consumers to
use other wood-based panel substitution product. This will result in the negative effect toward purchasing orders and
the Company business turnover. Nevertheless, MDF board has been research and developed for over 30 years and is
prefer to use to manufacture furniture continuously. If the consumers prefer to use other substitution, the Company sees
that the change will not be instant and the Company predicts that it will be able to adjust to correspond to the trend and

direction of the industry.

3.1.8 Risk from ‘Anti-dumping Duty’ from countries that imported products of the company

At present, India announces an Anti-dumping duty for the import of MDF board that is thick equal to or more than
6 millimeters to countries that export MDF board to India including China, Malaysia, Indonesia, Sri Lanka, New Zealand,
Thailand, and Vietnam. This has resulted in the importer of MDF that is equivalent to 6 millimeters or more have a chance
to encounter a higher capital cost from additional tax. The Company will encounter risk from the importer from India that
could cancel or reduce the amount of purchasing order from the Company. Nevertheless, the Company export to India
in a ratio that is insignificant and does not have a policy to cut prices. Thus, the Company believes it will be able to

manage the risk and will not significantly affect business operations of the Company.

3.1.9 Risk from dependency of major agents

In 2016, the Company sold its product through major agent which is more than 30.00 percent of total sales. Thus,
the Company will encounter risk if the agent cancel the agreement or did not present company product on sales in the
future. Nevertheless, the Company has a plan to increase product distribution through other agents as well as increase
number of new agents. The Company also plans to increase the ratio of sales by direct sales to the customer to reduce
the risk of agents’ dependency. It can be seen that in 2017 and 2018, there are not any major agent who take more than

30.00 percent of total sales.

3.2 Risk from investment to increase production lines

At present, the Company has completed new production line expansion. Which is equivalent to double the size
of the Company'’s first production line. The Company may encounter risk of unable to seek for adequate amount of
purchasing order for an increase in the production capacity. This could result in the business turnover from investment
from the expansion of the production line which does not meet the expectations. Nevertheless, the Company has
customer base that has continuous potential and interest in increasing their purchase orders. The Company also
expanded the customer base to new countries or regions. After new production line started commercial run in fourth
quarter 2018, the company has been received more volume of purchasing orders, which accord with the increased

production capacity.

23



S.KIJCHAI ENTERPRISE
Public Company Limited

3.3 Risk in management

3.3.1 Risk from company structures that could lead to the conflict of interest

Two major shareholders are S Kijchai group and Sahakij group also have a wood-based panel factors with a
business operations similar to the Company which are 1) S Kijchai Wood Panel and 2) S Plywood. Each of the company
manufactures and distributes different types of Wood-based Panel. However, business of both companies differs from
the Company in several areas; for example, raw material, and production process, usage, and target groups.
Additionally, the Company also has a Non-Competition Agreement to prevent competition in business that could arise

in the future.

3.3.2 Risk from investment of shareholders

The Company could encounter risk from the fact that the Company has 2 groups of major shareholders which are
S Kijchai group (hold shares in the name of S Kijchai Capital) and Sahakij group. Both have combined shares more than
75 percent of the overall purchasable shares. Minor shareholder could encounter risk from the fact that major
shareholders will be able to control the resolution of the shareholder meeting. Therefore, even though other shareholders
attend the meeting with the right to vote, they will not be able to collect enough votes to result in a different resolution.
Nevertheless, the Company has set organization structure to enable the investigation and weight the balance of power
for the board members who are stakeholders. There is also an appointed audit committee to investigate the work and

management of the Company in representative of the minor shareholders to prevent any risk that may occur.
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4.
4.1

Corporation information of Company

General information

(1)

()

()
3.1

Information of company

Company name

Type of business
Headquarter office
Telephone number

Fax

Company registration number
Authorized capital

Paid-in capital

Types and prices of shares

Website

Information of subsidiary

Company name

Type of business
Headquarter office
Telephone number

Fax

Company registration number
Authorized capital

Paid-in capital

Types and prices of shares

Website

References Parties

Securities Registrar

Company name
Location
Telephone number

Fax

S.Kijchai Enterprise Public Company Limited (“SKN”)

Manufacture and distribution of MDF board

99/9 M.7 Huay Yang Sub-district, Klang District, Rayong province 21110
038-928188

038-928189

0107559000435

800,000,000

800,000,000

Common shares worth 1.00 baht per share

http://www.skn.co.th/

S.Kleber Chemical Company Limited

Manufacture and distribution of Glue and Chemical

99/9 M.7 Huay Yang Sub-district, Klang District, Rayong province 21110
038-928188

038-928189

0215561005624

100,000,000

50,000,000

Common shares worth 10.00 baht per share

Thailand Securities Depository Company Limited

93 Ratchadapisek Road, Din Daeng, Bangkok 10400
02 009 9381

02 009 9001

25


http://www.skn.co.th/

3.2 Company audit

Company name

Location

Telephone number

Auditors

4.2  Other key information

- None -

S.KIJCHAI ENTERPRISE
Public Company Limited

Siam Truth Audit Company Limited
100/71 22FL1 00/2 Wongwanich B Building Rama 9 Road.,Huaykwang,
Bangkok 10320

02 645 0065

Mr Bungjong Pitchayaprasart Certified Auditor License 7147
Mr Kraisith Silomongkonkul Certified Auditor License 9429
Miss Kemmanan Jaichuen Certified Auditor License 8260
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5. Shareholders
5.1 Shareholders

) Name lists of the major shareholders

(a) Name lists and acquired shares of the top 10 highest shareholder on Book Closing Date on

25 January 2019

No. Shareholders Acquired shares %*
1. S.Kijchai Capital Co.,Ltd 400,800,000 50.100
2. Mr. Somnuk Sangwongkij 60,000,000 7.500
3. Mr. Sanguan Saengwongkij 60,000,000 7.500
4. TISCO MID/SMALL CAP EQUITY FUND 18,123,400 2.265
5. Mrs. Malai Tangsupa-anan 15,440,000 1.930
6. Mr. Surasit Saengwongkij 13,430,000 1.679
7. Mrs. Natthaporn Arayaprakarn 13,260,000 1.658
8. Ms. Saengchandar Saengwongkij 12,932,800 1.617
9. N.C.B. TRUST LIMITED-NORGES BANK 5 12,720,600 1.590
10. Mrs. Supacha Charoensermsakul 12,122,000 1.5615

Total 618,828,800 77.354

* = percentage of purchased shares which is the total of 800,000,000.00 shares

(b)  Details of shareholder of S.Kijchai Capital Co.,Ltd (which is a Holding Company) updated on

31 December 2018

No. Shareholders Acquired shares %
1. Mrs.Natthaporn Arayaprakarn 100,000 10
2. Miss Natnaree Arayaprakarn 50,000 5
3. Miss Kanokporn Arayaprakarn 50,000 5
4. Mrs. Kitiya Niebler 50,000 5
5. Miss Ratikorn Sangvongkit 50,000 5
6. Mr. Chalinwath Saengvongkij 50,000 5
7. Miss Vichuta Saengvongkij 50,000 5
8. Miss Thanyathon Saengvongkij 50,000 5
9. Miss Sunisa Sangwongkij 50,000 5
10. Mr. Chaiwat Taweepiriya 50,000 5
1. Mr. Kunanon Taweepiriya 50,000 5
12. Miss Varisara Taweepiriya 50,000 5
13. Miss Variya Taweepiriya 50,000 5
14. Mr. Vichai Sangwongkit 50,000 5
15. Mrs. Aimorn Sangwongkit 50,000 5
16. Miss Orawan Sangwongkit 50,000 5
17. Mr. Harnsiri Sangwongkit 50,000 5
18. Mr. Harnkij Sangwongkit 50,000 5
19. Mrs. Supa Saengvongkij 30,000 3

20. Mr. Vichien Saengvongkij 20,000 2

Total 1,000,000 100

* % = percentage of the total sold shares
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(2) The Shareholding agreement between major shareholders and the Company will affect the Offerings or

the management of the Company. The agreement consists of the cosigner companies.

5.2

Name of contract

Types of contract

Partners of contract

Types of relation

- Agreement on First Right of Refusal dated on 20 October 2016

- The agreement for First Right of Refusal will end on 18 November 2017

- The revision of agreement on First Right of Refusal on 18 November 2016
Agreement on First Right of Refusal regarding the purchase of rubber wood
- The Company

- Sahakijklaeng Co., Ltd

- Sahakij Saentung Co., Ltd

- SahakijTrad Co., Ltd *

(*The related cosigner agreed to have SahakijTrad Co., Ltd to end its role as a cosigner in the First
Right of Refusal agreement. It is considered void and ineffective as a cosigner to SahakijTrad Co., Ltd,
according to the end of cosigner agreement of First Right of Refusal agreement, dated 18 November

2016)

- (1) Some of major shareholders within the Company is also a shareholder
and/or board member of Sahakijklaeng Co., Ltd
- (2) Some of major shareholders within the Company is also a shareholder

and/or board member of Sahakij Saentung Co., Ltd

Other assets that is beyond common shares

- None-
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6. Dividend payment policy

The company and subsidiary company has a policy to pay dividend in the rate that is not less than 40 percent of
net profit from specific business financial budget. This is after the tax deduction from juristic person and any substitution
deduction based on the law. It is also base on the regulation of the company. Nevertheless, the rate in paying dividend
from the policy can be change accordingly basing on business turnover, investment plan, future business expansion,
market condition, suitability and other factors related to business transaction as see fit by the board members. This will
be under the condition that company will possess adequate amount of capital for business operation. In addition, that

the operation will be utmost beneficial to the shareholders as see fit by company board members and/or company

shareholders.

In 2017 and 2018, the company has the details of the dividend payout ratio as follows:

List of items Year 2018" Year 2017
Earning per share 0.26 0.35
Dividend per share 0.0982 0.1074
Dividend payout ratio (%) 39.99 40.03

"on27 February 2019,The Board of Directors’ Meeting has resolved to approve the dividend and the profit appropriation as a legal
reserve. To propose to the Annual General Meeting of Shareholders of 2019 (“the AGM”) to consider and approve the payment of dividends

of the year 2018 at the rate of Baht 0.0982 per share. However, such grant of the payment of dividends of the year will be able to do when

approved by the shareholders' meeting.
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Company board members consist of 12 members with details of meeting attendance as follow.

As of 31 December 2018

Meeting
Meeting
No Name Position Stondance of Meeting attendance attendance of
Board of Director! of Audit committees/ Nominating
total mestings Total meetings committees/
Total meetings

1. | Professor Dr. Chaiya Yimwilai" Independent director and 0/5 - -
Chairman of the Board

2. | Dr. Suvit Thaniyavarn” Independent director and 5/5 2/4 -
Chairman of the Board

3. | Mr.Vichai Sangwongkit * Board member and Managing 5/5 - -
Director

4. | Mr. Vichien Saengvongkij * Board member 5/5 - -

5. | Mr. Chaiwat Taweepiriya*® Board member 4/5 - -

6. | Mr. Sanguan Sangwongkij * Board member 5/5 - -

7. | Mr. Supot Massayamas Board member 5/5 - -

8. | Mr. Somnuk Saengwongkij Board member 4/5 - -

9. | Miss Kanokporn Arayaprakarn Board member 5/5 - -

10. | Miss. Orawan Sangwongkit Board member and Nominating 5/5 - 3/3
Compensation Committee member

11. | Mr. Tarate Poshyananda Independent director, 5/5 4/4 3/3
Chairman of Audit Committee and
Nominating Compensation
Committee member

12. | Pol.Lt.Gen. Sunchai Chaiamporn Independent director, Audit 5/5 4/4 3/3
committee member and Chairman
of Nominating Compensation
Committee

13. | Mr. Tiwat Rattanakate” Independent director and Audit 4/5 3/4 -
committee member

14. | Miss Vichuta Saengvongkij‘” Nominating Compensation - - 3/3
Committee member

* Authorized board member of the Company

" Professor Dr. Chaiya Yimwilai complete his Board term and resign from Board member on 24 April 2018.

“Dr. Suvit Thaniyavarn is appointed as Chairman of the Board and resigned from the audit committee member on 12 May 2018.

¥ Mr. Tiwat Rattanakate is appointed as Independent director and audit committee member on 24 April 2018.

“ Miss Vichuta Saengvongkij is a member of sub-committee board, but not a part of the Company’s board member.
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1) Mrs. Suvicha Tangsupa-anan (Name and maiden name: Miss Suvicha Hongkong) 2) Miss Jurirat Artwichai and
3) Miss Jurairat Leephairotkun to be the secretary of the Company as well as secretary of Board of Director, secretary

of Audit Committee and secretary of Nominating and Compensation committee.

Authorized board member of the Company

Authorized board member of the Company is Mr. Vichai Sangwongkit signed with Mr. Vichien Saengvongkij and
embedded with Company seal, or Mr. Vichai Sangwongkit or Mr. Vichien Saengvongkij signed with Mr. Chaiwat

Taweepiriya or Mr. Sanguan Saengwongkij jointly signed and embedded with Company seal.

Executive Committee

The Executive committee consists of 8 Executive directors with the detail of meeting attendance as follow.

As of 31 December 2018
No. Name Position Meeting attendance/
Total meetings

1. Mr. Vichai Sangwongkit Chairman of Executive committee 12/12

2. Mr. Supot Massayamas Executive committee 1112

3. | Miss Orawan Sangwongkit Executive committee 11/12

4. | Mr. Thongchai Tangsupa-anan Executive committee 12112

5. Miss Kanokporn Arayaprakarn Executive committee 12/12

6. Mrs. Kitiya Niebler Executive committee 9/12

7. Mr. Harnsiri Sangwongkit” Executive committee 112

8. Miss Vichuta Saengvongkij” Executive committee 2/12

" Mr. Harnsiri Sangwongkit and Miss Vichuta Saengvongkij are appointed as Executive committee on 9 November 2018

7.2 Executives

As of 31 December 2018, the Company has 7 executives as follow.

No. Name Position
1. | Mr. Vichai Sangwongkit Managing Director
2. | Mr. Harnsiri Sangwongkit Senior Vice President
3. | Mr. Buncha Arunyavikul Vice President of Sales and Marketing Department
4. | Mr. Teerawit Noosong Vice President of Production Department
5. | Mr. Supot Massayamas Vice President of Engineering Auditing and QC Department
6. | Ms. Orawan Sangwongkit Vice President of Accounting and Finance Department
And Vice President of Administrative Department (Acting)
7. Ms. Phatsanan Senuchai Director in Accounting and Finance Department

Company management and operation structures

As of 31 December 2018, the Company management and operation structures consist of the Company board
members, 2 sub-committees (which are auditing committees and nominating and compensation committees) and

management board members according to management structures as follow
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7.3 Company secretary

The board members appointed Mrs. Suvicha Tangsupa-anan (Name and maiden name: Miss Suvicha Hongkong)

as a company secretary since 20 March 2015. And appointed (1) Miss Jurirat Artwichai and (2) Miss Jurairat

Leephairotkun as the company secretary since 9 August 2018

7.4 Compensation for board members and executives
7.4.1 Compensations

Compensation for board members

(1)

At the Annual General Meeting held on 24 April 2018, specified monthly compensation and attendance fee

for meeting as follow.

Attendance fees (Baht/Time)

Compensation | Nominating and Audit Board of | Shareholders
Position (Baht/month) compensation committee | Director meeting
committee meeting| meeting meetings

Chairman of the Board 40,000 - - 15,000 15,000
Chairman of Audit Committee 30,000 - 15,000 10,000 10,000
Members of Audit Committees 25,000 - 10,000 10,000 10,000
Chairman of Nominating and Compensation Committee - 15,000 - - -
Member of Nominating and Compensation Committees - 10,000 - - -
Member of the Board of Director 15,000 - - 10,000 -
who are not be in the position of Chairman of the Board
of Director or Chairman of Audit Committee or Audit
Committee or Chairman of Nomination and
Remuneration Committee or Nomination and
Remuneration Committee or the company employees
Board member who is also the Company employees - - - 10,000 -
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Thus, for the board member that is also appointed as sub-committee board members will only receive monthly

compensation for one position. In case of monthly compensation for each positions are similar, the board member will

receive only one or another monthly compensation. However, in case that the rate of monthly compensation is unequal,

the board member shall receive monthly compensation of the position with the higher payment rates.

Additionally, there are 2 types of compensation for the board members which are (1) monthly compensation and

attendance fees according to above table and (2) bonus. Nevertheless, both (1) and (2) will not exceed 4,800,000 baht

per year. In addition, if there is remaining financial amount from compensation (1), the Company board member will take

into consideration and allocate accordingly to bonus (2).

The detail of the Company board members compensation as of 2018 is as follow.

No. Name Compensation in 2018 (Baht) | Compensation in 2017 (Baht)
1. Professor Dr. Chaiya Yimwilai" 160,000 780,000
2. | Dr. Suvit Thaniyavarn® 700,000 555,000
3. Mr.Vichai Sangwongkit 50,000 60,000
4, Mr. Vichien Saengvongkij 310,000 240,000
5. Mr. Chaiwat Taweepiriya 300,000 250,000
6. Mr. Sanguan Saengwongkij 310,000 250,000
7. Mr. Supot Massayamas 50,000 50,000
8. Mr. Somnuk Saengwongkij 300,000 250,000
9. Miss Kanokporn Arayaprakarn 50,000 70,000
10. Miss. Orawan Sangwongkit 80,000 110,000
11. Mr. Tarate Poshyananda 660,000 700,000
12. Pol.Lt.Gen. Sunchai Chaiamporn 595,000 635,000
13. | Mr. Tiwat Rattanakate” 390,000 -
14. | Miss Vichuta Saengvongkij" 30,000 40,000
Total 3,985,000 3,990,000

" Professor Dr. Chaiya Yimwilai is complete his Board term and resign from Board member on 24 April 2018.

“Dr. Suvit Thaniyavarn is appointed as Chairman of the Board and resigned from the audit committee member on 12 May 2018.

¥ Mr. Tiwat Rattanakate is appointed as Independent director and audit committee member on 24 April 2018.

“Miss Vichuta Saengvongkij is a member of sub-committee board, but not a part of the Company’s board member.

(2) Executives compensation

Executives’ compensation (excluding board members compensation) consists of 2 main parts which are

salary and bonus.

List of items Year 2018 Year 2017
Number of people 7 6
Compensation (Million baht) 21.97" 27.26”

Remarks: "Total estimated bonus that is expected to be paid based on turnover for 2018.

*Total estimated bonus that is expected to be paid based on turnover for 2017.
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7.4.2 Other compensations

The Company provides compensation to executives which consist of provident fund that was established in
September 2016. It was open for members to be able to select their own investment policies based on the selections by

fund committees. It consists of fixed income funds, equity instruments and balanced fund.

7.5 Compensation policy

Board of director have considered remuneration for Board of director, sub-committee, exclusive committee and
director according to company’s compensation and remuneration policy based on scope of responsibility and
comparable with others company in the same industry. Thus, the remuneration of Board of Directors and sub-committees
have been approved by shareholders and exclusive committee’s remuneration have been approved by Board of
Director.

Remuneration details of Director and management shown in section 7 “Management Structure” and section 7.4

“Compensation for board members and executives”

7.6 Employees

7.6.1 Compensation for Company’s employees (excluding executives)

The compensation offers to employees (excluding compensation for executives) consist of salary, bonus,
overtime payment, active payment, position payment, professional fees, travel allowances, and employees’ residence.
As of 31 December 2018, there is altogether 292 employees and the Company has pay compensation for employees

on the ending date of 31 December 2018 for the total of 59.64 million baht.

As of 31 December 2018, total numbers of employees can be divided into main department as follow.

As of 31 December 2018
Department
Number of employees

- Production Department 197
- Engineering Auditing and QC Department 35
- Warehouse and Parcel Department 8
- Sales and Marketing Department 12
- Accounting — Finance Department 11
- Information Technology Department 2
- Human Resource Department 24
- Procurement Department 3

Total 292

7.6.2 Labor disputes in the previous years

-None-
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7.6.3 Policy in human resource development

The Company becomes aware of the value in human resources within the organization and has consistently promote the
development of employees competency to acquire knowledge, expertise, and able to fulfil each responsibilities to reach
the target set. Employees within the organization will need to take responsibility into their assigned tasks with ethical,
morals and taken into consideration of common interest as the key importance. The human resource department of the
Company will host training internally and externally. The internal training will be held by the human resource department
to promote skills and develop employees’ competency. For external training, the human resource department will be
coordinating with external sectors so employees of the Company will have an opportunity to develop essential skills and

knowledge for their assigned work operations at present and in the future.
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8. Corporate Governance

8.1 The Principles of Corporate Governance

The Company prioritizes the importance of policy regarding ‘The Principles of Good Corporate Governance’ by
specify policy for a transparent business operation that is accountable which will increase confidence to investors. The
principles and practices in alignment with the Principles of Good Corporate Governance of the SET, the SEC and the
recommendations of the Thai Institute of Directors (IOD). And communicated to executives and employees
acknowledged and treated continuously. Thus the board of director has review the policy annually. Including always
follow up and monitoring the implementation of policies to be used to ensure the suitable for the company’s business
and the situation and operation of the company. The Company will consistently disclose information to the public and
shareholders. The Company also prioritizes internal control and internal audit. For risk management, the Company makes
an effort to monitor and manage risk and takes into consideration regarding the morals in business operation. This is

completed by maintain fairness to trade partners, shareholders, and all stakeholders with details as follow.

1. Rights of Shareholders

The Company prioritizes the rights of shareholders in making decision on key changes of the Company
equally. The shareholders will receive accurate, adequate and on-time information of the Company to
accompany in decision making in every aspect. Thus, the board of directors will specify practice approach to
ensure confident that shareholders will have protection of their basic rights. The example is the Company will
consistently notify all shareholders the progress of business operation by notify the shareholders directly or
through the Stock Exchange of Thailand (“SET”) or other channels.

1.1 Shareholders meeting

The Company will hold common meeting for shareholders within 120 days from the date of the closing
account of the Company. For other shareholder meeting which known as the common meeting, the Company will
hold additional meetings based on necessity and suitability. Thus, the Company will also have legal advisor with
a responsibility to provide legal opinions and works as agent in inspecting vote throughout the meeting. The
Company will also have meeting agenda on complicated transactions, which the Company will invite financial
advisor to take part of the meeting. This is to notify information to the meeting and answer questions from the
shareholders.

The Company appointed TSD (Thailand) Company Limited to operate by sending meeting invitation to
shareholders by specify date and time of the meeting, meeting agenda, and information accompany objectives
of the meeting and reasons behind each meeting items. It will also include opinions from board of directors in all
meeting items as well as specify opinions from Auditing Committees in important meeting items or according to
the law. It will also include attached letter of power of attorney along with meeting invitation. This is so shareholders
can study information at least 7 days prior to the meeting. There will not be proposal of any meeting items for
approval under other items that has not been specify within the meeting invitation. This is only if any emergency
cases occur after meeting invitations has been issue. The Company will distribute meeting invitation along with

attached documents of meeting agenda and publish on website of the Company prior to the meeting. The

36



Annual Report 2018

Company will also publish on newspaper to call for a meeting of shareholders at least three consecutive days
before the meeting date.

1.2 Meeting operations

The Company will open registration for shareholders two hours before the meeting and will open for
registration until prior to the discussion of the last meeting items. The Company will appointed staff to welcome
the shareholders as well as facilitate shareholders throughout the meeting. Before the meeting, the Company will
provide suggestions to board of directors, executive committee, financial auditors, legal advisor and will notify
shareholders of their rights based on the regulation of the Company. The meeting will consist of voting process
and rights to vote according to types of share. After meeting items information has been provide, the Chairman
of the meeting will open opportunity for shareholders to give opinions and ask questions to the meeting based on
that particular meeting item equally with appropriate time for a discussion. For voting item, the board member of
the Company will appoint shareholders to vote for individual board members.

1.3 Minute of Meeting and disclosure of shareholders meeting resolutions

The meeting minute of shareholder will be compiling with accurately and completely so the shareholders
can verify the information. The meeting minute will consist of name list for board members who attend the meeting
as well as board members who are absent from the meeting. It will also notify voting process and approaches to
display voting scores to the meeting before continue the meeting as well as details of meeting resolution. It will
also consist of conform votes and dissent votes and abstention. In all meeting items, there will be voting as well
as conclude of opinions, questions and answers that is main point that is relating to each meeting item. The
Company will publish voting results of each meeting items of the meeting through company website or through

SET.

2. Equitable Treatment of Shareholders

The Company supports fair and equal treatment to all shareholders and specifies guideline as follow.

1. Provide agenda before the meeting, following the details based on the topic “rights of
shareholders”

2. Protect rights of minor shareholders: The Company offers opportunity for minor shareholders to have
their rights in proposing meeting items as well as proposing name of the board members for election
of Nominating and Compensation Committee in advance

3. Protection of internal information, following the details based on topic 8.5 “Protection of internal
information usage”

4. Interest of the board members: The Company has specified member that could have conflict of
interest in any items be votaress in specific item. Additionally, according to the regulations and
guideline in connected transactions, it also specify board members and executive committee to
provide report regarding own interest or third parties interest and notify to the Company. This is so
the Company will have adequate information that could benefits the business operation based on

guidelines for ‘connected transaction’. This is also to prevent any connected transaction that could
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result in conflict of interest and also specify that stakeholders within connected transaction will not

have right to approve or votes in specific item

3. Roles of Stakeholders

The Company respects the right of stakeholders and has specify guideline within the Company ‘code of
conduct’ to ensure that every stakeholder will receive every rights according to the law. The stakeholders are
including shareholders, executives, customers, trading partners, debtors as well as society. Additionally, the
Company will also support the collaboration between every group of stakeholder. This is so the businesses
operations can continue with security of the Company in align with fair benefits and compensation to all parties

for a long-term success of the Company.

4, Disclosure and Transparency

The shareholders can access information of the Company that is equally provided to shareholders and the
public through website of the Company. The content will consist of latest Stock Exchange prices, financial
information, meeting invitation, financial statement, and printing materials for download. It will also combine
financial information and other information that is complete, adequate, reliable and on time. This is so
shareholders and stakeholders will receive equal information as well as important Company details including
name of board members and their shareholder details, sub-committee members, and executive committee. This
will include information that affect purchasing price for the Company Stock Exchange or affect investment
decision or beneficial to shareholders based on announcement of the Stock Exchange and related law. This is so
potential investors or related parties who are shareholders will use the information to accompany investment
decision in the future. This will be through different channels on information of Stock Exchange and website of

the Company.

5. Responsibilities of Company board members

The Company board members take part in allocates and/or consent in vision, mission, strategy, goals,
business plan and financial budget of the Company. The board members also supervise management
department to follow according to business plan and financial budget as set by the Company in a highly effective
and efficient manner to the Company as well as provide stability to shareholders. The board members also monitor
assessment process based on suitability of internal audit, risk management, financial report of the Company as
well as consistently follow-up with the operation.

There will be at least five board members but will not exceed 12 members. It will consist of members from
management department and members who are not from management department. There will be at least three
qualified independent members, which will be no less than 1 out of 3 for the entire board members. Thus, this will
result in the appropriate balance of members who are executives. Additionally, the Company also appointed sub-
committee member and management committee to cooperate in supervise business operation. The term of the
positions, roles, and responsibilities of board members, sub-committee members and executive member as

displayed in topic 8.2.
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5.1 Compensation of board members

The Company specifies accurate and transparent compensation policy and request for approval from
annual shareholders meeting. The Company prioritize suitability in align with scope of responsibility for each of
board member. There is also a comparison compensation rate for other board members in the same or similar
industry.

5.2 Board members meeting

The Company will hold board directors meeting as well as distribute meeting invitation along with meeting
agenda and related documents to board of directors in advance. This is according to the Company regulation
related to the law of Public Company Limited and regulations of Stock Exchange of Thailand that specify board
members’ responsibility in attend the meeting. Board of directors are allow to be absent from the meeting only in
the case of emergency. The Company also will provide accurate and complete meeting minute so that the
shareholder will be able to access the information.

53 Board members report

The board of directors are responsible in management of financial report which including the Company
financial budget and financial information that appeared in annual report. Thus, the particular financial report will
be providing according to the Accounting Standards that is certify in Thailand. The Company will select an
appropriate finance policy that is an acceptable in align with careful executive discretion in the completing and
monitoring. Thus, there will be adequate disclosure of information to accompany financial statement.

54 Board members self-assessment and assessment of business operation for sub-committees

The Company appointed board members to self-assess their own work operations as well as assess the
operations of sub-committee members. Both can cooperate to takes into consideration regarding
accomplishment and problems. The assessment will be further analyzed and finding appropriate solutions to
specify measurements to improve efficiency of work for the board members.

5.5 The development of board members and high-level executives

The Company supports board of directors and high-level executives to attend seminar that is beneficial
for their operation roles. The Company also support consistent meet up to exchange opinions between board of

directors, board members, and high-level executives from different organization.

Code of Conduct

The Company has specified to have business moral guidelines for board members, executives, and employees

to follow strictly as follow.

1. Manages a business with trade partners and competitors on the basis of honesty and fair principles

2. Strictly follow legal intentions by avoid any incidents that is not correspond to the Company business moral
for the purpose to only achieve the business goal

3. To maintain the Company and business brand reputation and to not publicize information of the Company
direct or indirect to external parties, especially the information that has not been filter for accuracy from

sectors related to the Company
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In case of conflict of interest, there should be an approach to solve the situation through the negotiation

process in align with principle mechanism of the Company and as stated by the law on the particular issue

Conflicts of interest

The Company has appointed board members, executives, and employees to avoid engaging in any activities that

lead to conflict of interest for the Company. The Company will also monitor and supervise not to any conflict of interest

between third parties. Actions and decisions of executives or employees will need to take into consideration for interest

of stakeholders before own interest. In this case, if there is any incidents that result in the conflict of interest or when

board members, executives or employees become engage in incident that could lead to the conflict of interest. The

individual must notify their supervisors or related sectors to find solution to the situation with fairness and transparency.

8.2 Sub-committee members

Board members structures

The structures of board members and management of the Company is as follow.

1. Board members

2. Two sub-committees, which are

2.1 Auditing Committee

2.2 Nomination and Compensation Committee

3. Board of directors

1. Board members

Terms of reference for board members

The board members as a representative of shareholders have power, roles and responsibilities as follow.

1.

Performs assigned roles with responsibility, precaution, honesty to maintain the benefits of the Company
and as stated by the law, as well as objective and regulations of the Company and resolution from
shareholders meeting

Acquires the power to specify or adjust conditions regarding joint-signing of the Company as well as list
of board members who hold the power of joint-signing of the Company

Takes into consideration to approve and appoint as well as specify roles of sub-committee members based
on suitability and necessity to support the business management of the Company board members

Plans organization structure and specify Organization Chart of the Company as well as adjust according
to the suitability

Appoints the Company secretary to support the Company board member in different operations according
to the law, announcement, and related regulations

Specifies vision, policy, business operation direction and monitor management department to operate
accordingly in an effective and efficient manner

Specifies business plan, yearly financial budget, supervise and monitor management of management

department and consider potential for the next quarter of the year
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Specifies framework and policy for salary, salary promotion, bonus, compensation or reward bonus to
employees

Appoints management department to have financial system, financial report, and financial audit that is
reliable as well as supervise to have system in risk management and internal control system that is suitable
and sufficient

Considers the approval of receiving or distributing of asset, new business investment or any operations to
be based on the law, announcement, and related rules and regulations

Considers and/or consent of connected transactions and/or engage in any connected transactions (in
case of the size of items, do not need to receive approval from shareholders meeting) of the Company and
subsidiary (if any) according to law, announcements, rules and related regulations

Considers the approval of dividend to shareholders of the Company and report to shareholders meeting
in the next meeting

Monitors to prevent the conflict of interest between stakeholders and the Company

Verifies process and policy in risk management and follow up on the operations

Specifies policy relating to business management and corporate social responsibility as well as anti-
corruption policy and establish the use of the particular policy effectively

Holds an annual report and responsible for creating and disclosing financial budget to display financial
status and business turnover of the Company in previous year to present to the shareholders meeting
Holds an annual general meeting within 4 months since the ending date of the Company fiscal accounting
period

Considers and approves other key operations related to the Company or as see fit regarding the operation
for the highest benefits and fairness to the Company and all stakeholders

Authorized one or more board member or external members, thus the authorization will not be assigned
during the period of the board members or assigned member to engage with individual that could have
potential conflict of interest, stakeholders, or any forms of conflict of interest to the Company or subsidiary

company (if any)

Audit Committees

Terms of references for auditing committees

Term references for auditing committees

1.
2.

Verifies for the Company to report and disclose accurate and sufficient financial reports

Verifies for the Company to have internal control and internal audit that is suitable and efficient and takes
into consideration the indent of internal control as well as gives consent in appoint, remove or dismiss
internal audit supervisors or others departments related to internal audit

Verifies for the Company to act according to the Securities and Exchange Act as well as regulations of

Stock Exchange and law related to business operations of the Company
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Considers, selects, and propose the appointment of individual who is independent as the Company

financial auditor and compensation of the individual as well as attend the meeting of financial auditor

without any managements attend the meeting at least once a year

Considers related transaction or items that could related to conflict of interest to be according to law and

regulations of the Stock Exchange to ensure that the particular item is rationale and beneficial to the

Company as well as the disclosure of accurate and complete information

Acquires power to invite board members, executives, supervisors or company employees to discuss or

answer questions from the audit committee

Audit Committees entitle to request for independent opinions from professional advisors as necessity with

the Company expenditure

Creates audit committees report by disclose in company annual report, the report must be sign by

Chairman of the Audit Committee, the report need to be sign and consist of the following information:

a) Opinions regarding accuracy and reliability of the financial report

b) Opinions regarding sufficiency for internal control system

c) Opinions regarding company’s’ actions according to the Securities and Exchange Act as well as
regulations of the Stock Exchange or law that related to the business

d) Opinions regarding suitability of financial auditor

e) Opinions regarding items that could result in conflict of interest
f) Number of meetings for the Audit Committee and the attendance of each member of Audit
Committee

a) Opinions or observations from action according to the Audit Committee’s Charter

h) Other items that the shareholders and investors should acknowledge under term of reference, roles
and assigned responsibilities by the board members.

Other current activities for board members to acknowledge regarding activities of the Audit Committee as

follow:

a) Meeting minute of Auditing Committee that clearly identify opinions of the Audit Committee in various
aspects

b) Report regarding the opinion of financial report, internal audit, and internal audit process

c) Other reports that the board members should acknowledge

The responsibilities of the Audit Committee are also to report any items or action that could significantly

affect financial status or business operation of the Company to adjust or solve within suitable period as

see fit by the Auditing Committee

a) ltems related to conflict of interest

b) Doubts or presumption if there is any act of corruption or error in the internal control system

c) Doubts that there could be law violation regarding to the Securities and Exchange Act as well as

regulations of Stock Exchange and law related to business operations of the Company
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1.

12.

13.

14.

15.

16.

17.

If the Auditing Committee report to the board members regarding significant affect toward financial
status and business operation and if there is a discussion with board members and executives that there
should be adjustments. If the time has arrived, and it is found that the issues is neglected with about any
rationale, one or another Auditing Committee member can report the issue to the Securities and Stock
Exchange Commission or the Stock Exchange.

In case that the financial auditor found any suspicious behavior those board members, managers, or
responsible individual in operating a certain operation of the Company is involve in wrongful actions
according to the law. There will be a notification of the fact regarding the particular behavior to the Auditing
Committee to investigate as soon as possible. This is so the Audit Committee will report basic investigation
to the Securities and Stock Exchange Commission and financial auditor within 30 days since the date of
notification by financial auditor. Thus, the particular suspicious behavior will be notified with approaches
to find the fact regarding the behavior to be according to the specification by the Securities and Stock
Exchange Commission.

To specify policy and operational framework for risk management as well as provide recommendations to
board member and management department regarding risk management

To set strategy in align with risk management policy and to be able to assess, follow up and monitor overall
risk of the Company to be in acceptable level

To monitor, support, and push forward for the cooperation in risk management of the Company as well as
reconsider the sufficiency of the policy and risk management system continuously so the risk management
system operates in an effective manner

To report to the board members regarding key risk items, risk assessment, risk management, affect that
may occur in operation as well as prevention and suggestions for adjustment. In case of key incident that
could significantly affect the Company, the Auditing Committee need to report to the board members
immediately

Acquires power in appoint committee to responsible for risk management and report to the Auditing
Committee

Operates any other tasks as assigned by the board members of the Company with the consent of the
AuditCommittee such as review financial management policy and risk management, review business
morals of executives, review with the executives in key reports that need to report to the public including

reports and management department analysis

Thus, Mr. Tarate Poshayananda is experts with high experiences in financial. Mr. Tarate Poshyananda graduated

with Bachelor Degree major in Business Administration from Eastern Kentucky University, United States of America and

received master degree majoring in Marketing from Webster University, United States of America. He also has work

experiences as a board members and executive position in several types of business including financial institution and

retail business.
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Nominations and Remuneration Committees

Terms of references for Nominating and Remuneration Committees

Nominating committees

1.

Specify criteria or approaches in seeking individual to be in the position of board members for the
Company as well as members of Sub-committee, executive committee and managing director that is
suitable for the specific types of the Company. The example is the criteria in selecting previous board
members to remain in the position or the criteria to announce the application or board members, as well
as criteria regarding opportunities for shareholders to propose names of board members. This should also
include criteria to use the service of external company in selecting board members, criteria in selecting
individuals from different occupations or criteria or criteria to select suitable individuals. This is also
including disclosure of policy and criteria in a transparent manner

To specify qualification of board members, members in the sub-committee, executive committee as well
as nominating committee member to base on structures, size, types and suitability of the Company
regarding skills, experiences, and special abilities based on business or main industry related to the
Company

Select and propose qualified individuals that is suitable and corresponds to criteria and approach to
position as board members of the Company, members in sub-committee, executive committee and
managing directors to propose to meeting of board members and/or shareholders meeting for further
appoint of the position.

Create, review, conclude and handover succession plan for managing director position to the board

members annually

Remuneration Committees

1.

Considers structures, numbers, types, and criteria in compensation payment including all types of
compensation both cash and cash equivalent appropriated for Chairman of the board, board members,
as well as members in the sub-committee, executive committee and managing directors in a fair and
reasonable manners. This is to correspond to the responsibility and business operation of the Company.
Thus, it can be consider comparing with compensation payment of other companies in the same industry
and propose to the board member meeting and/or shareholder meetings for further approval

Takes responsibility toward board members and responsible for clarify, answer questions regarding
compensation for board members, sub-committee members, executive committee or managing director
in shareholders meeting

Reviews the suitability of criteria and process in nominating and specifying compensation of board
members, sub-committee member, executive committee and managing directors according to

environmental conditions and changing situations of the Company
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Specifies approach in assessing action plan for the board members, sub-committee members, executive
committee and managing directors annually by taking into consideration of responsibility and risk that
occur and propose to the board members for further consent

Responsible in assessment of the business operations for executive committee and managing directors
and report assessment result toward board members for further consideration.

Supervises for the disclosure of principles/rationale in specification of board members and executives
compensation based on the regulation of the Stock Exchange in the Company annual report

Specifies compensation of the board members, sub-committee members, executive committee and
managing directors, management department and other sectors will need to report and present
information and related document to Nominating and Remuneration Committee to support the operation of
Nominating and Remuneration Committee to achieve the assigned responsibility.

Operates other assigned businesses by board members and/or shareholders meeting relating to
nominating and remuneration of board member, sub-committee members, executive committee and

managing director

4. Executive committee

Terms of references for executive committee

Executive committee are responsible in manage business of the Company according to the objectives,

regulations, policy, commands, and laws as well as the Securities and Exchange Act, other announcement from SEC

and SET, other announcement, rules, and/or regulation related as well resolutions from executive committee meeting

and/or shareholder meeting. Additionally, executive committee also have responsibility to consider each item that is

present to company board members to approve and/or consent based on the regulations or command by the board

members. It also includes operation commands of board members in each period and these follow.

1.

Plans, creates, and proposes policy, direction, target, business strategy and annual business plan in align
with conditions, economic, market competition condition for further approval from the board members.
Specifies business plan, annual budget, management power in approving different items of the Company
for future approval from the board member

Monitors and supervises business operation of the Company to be according to the policy, goal, business
strategy, annual business plan, buss model and annual budget as approved by the board members
Acquires power to approve financial budget for investment, purchasing and hiring, loan from financial
institution, and other items to benefits business operations based on objectives of the Company within
budget. It also include authorized power as appointed by the board members and ability to suggest or
give opinions about other items that beyond budget or authorized power as appointed by the board
members on investment, purchasing and hiring, loan from financial institutions and other items for the
benefits of the Company objective. Thus, the particular action will falls under the announcement of Stock

Exchange Committee, The Securities and Exchange Commission or other law that is related to the items.
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Considers and approves as well as amend or adjust command, rules, regulation and other criteria relating

to work operation as well as monitor and supervise works in all department

Considers and report different items to board member within the specific time frame as follow:

a) Business turnovers by quarter and annually within the specific time frame from the related law

b) Report of financial auditors regarding the Company financial statement as well as financial
statement by quarter and annually within the specific time frame from the related law

c) Notify board members immediately in case of any corruptions or actions that is violation of laws or
other abnormal actions, thus, the executive committee will report to the board members when any
suspicious situation occurs.

d) Reports other items as see fit by executive committee or board members

Fulfils other assigned responsibility as assigned by the board members

Provides authorized power and roles that assist with Chairman of the executive boards, and/or high-level

executives of the Company based on term of reference, roles and responsibilities as specified by the

executive committees under the supervise of executive committee

Provides authorized power during and/or assigned one or more people to operate one or another items as

see fit by the executive committee and within specific time frame as see fit by executive committee. This

should be under term of reference of the given authorized power and/or according to the rule, regulation,

or command of the executive committee. Thus, the executive committee may cancel, remove, and adjust

the appointed person as see fits.

Thus, the delegation of authorized power for roles and responsibility of executive committee will not be in the form

of authorized power during the period that the executive committee or appointed authorized power able to approve

items that one or another individual engage in conflict of interest (as define in the anannouncement of the Security and

Exchange Commission member or other related criteria) It is only acceptable if it is an approval of business transaction

according to the policy and criteria as consider for approvals by the board members. This is according to law based on

asset and Stock Exchange as well as regulations, announcements, or command by Stock Exchange, Securities and

Exchange Commission, Stock Market Supervisory Board or other related laws,

5. Managing Director

Term of references for Managing Director

1.

Supervises, manages, and operates business for the benefits of the Company according to policy, vision,
goals, annual business operation plan, business strategy in related fields, and annual budget as specified
by the meeting of the board members

Supervises and monitor operation regarding finance, marketing, human resources and other department
in general to corresponds to policy and business operation plan as specified by the board members
Acquires power to hire, appoint, remove, or dismiss employees in the Company with the position under

Managing Director and able to appointed another person to act In place of the position.
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4, Acquires power to specify salary, compensation, and bonus and salary promotion for employees with the
position that is under Managing Director under frame and policy as specified by the board members and/or
as specified by regulation regarding authorization

5. Negotiates for agreement and/or other related transactions to the business operation of the Company with
each of the financial budget as specified by the authorization regulation approved by the board members

0. Issue orders, regulations, announcements or report within the Company so the business operation of the
Company align with policy and for the benefits of the Company as well as preserve regulations within the
organization.

7. Performs assigned responsibilities by the board members and/or executive committee as well as acquire
power to operate any necessary actions as see appropriate

8. Acquires power to authorize other people as see fit by the Managing Director to manage and operate on
behalf on Managing Director in the necessity and suitability within the executive discretion of the Managing
Director under criteria of the law and regulations of the Company

9. Acknowledges assessment result from Nomination and Remuneration Committee as presented to the

board members to effectively further improve quality of business operations

Thus, in order to operate on any items that will result in Managing Director or authorized person by the
Managing Director or other individual that could lead to conflict of interest or conflict in benefits of the Company
and/or subsidiary company (if any) and/or related companies to approve particular item that the Managing
Director or another individual encounter conflict of interest. The Managing Director did not have any
authorization and the particular issue will need to be present to the executive committee meeting and/or board
member and/or shareholder meetings (case by case) for further approval. The only exception is if it is a
consideration to approve regular business operations and trading policy which is approved by the board

members that the Managing Director is able to approve accordingly.

8.3 Nomination and appointment of high level executive committee

The Company prioritizes the importance in nominating and appointing board members and managing directors
of the Company to operate in line with the principle criteria and with transparency. This is to align with the principles of
corporate good governance. The Company has specify policy to nominate which specify the Nomination and
Remuneration Committee to nominate individual to position as executive committee, sub-committee members, to present
to the board member and/or shareholder meeting for consideration and approval. This will be consider based on ethical,
moral and must be the individual who support management according to the principle of good governance to correspond
accordingly with organization strategic operations.

1. Nomination of Board member

The Nomination and Remuneration Committee has responsibility to nominate qualified individuals and present to
the board members or shareholders (case by case). The process of nomination will takes into consideration regarding
diversities of gender, age, knowledge skills and different experiences through consideration on skills and expertise in

each field and combine with knowledge, skills, and experience to beneficial to business operation of the Company. They
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should also have qualification according to the Securities and Exchange Act as announced by the Securities and Stock

Exchange Commission, Capital Market Supervisory Board or announcement from the Stock Exchange of Thailand with

other announcements, rules and/or regulations related to present to board members and/or shareholders to consider for

further approval. The Company has specified criteria and approaches which can conclude into key points as follow.

1.

The board members will consist of at least 5 but not exceeding 2 members and at least no less than half
of the total members will need to residence in Thailand. The board members will also need to be qualified
and should not possess incompatibility based on Public Company limited law and other related laws.
The election for the board members will be held at shareholders meeting by using the majority votes based
on criteria and approaches as follow

2.1 One shareholder has one vote per one share. The shareholders can use all votes to select one
individual or several nominees as a board member but cannot divided votes accordingly.

2.2 Shareholders make a vote for the election of board members individually.

2.3 In case there are many nominees to elect for the board members, the person with the highest vote
received will be elected as a board member equivalent to number of needed member or elected at
that time. In case that the next nominee have the same votes equivalent or more than members of
the meeting, the Chairman of the meeting will be the one making final decisions.

For the common shareholder meetings that occur annually, one out of 3 members needs to resign from

the position at that time. If the number of board members cannot be directly divide into three portions, the

number of resignation should be closest to 1 out of 3 board members that need to resign from the position
in the first year and second year that the Company is registered and to draw lots as to who would resign.

For other years, the longest board member in the position shall resign. Thus, the board members who

resign from their terms could be re-electing to the position.

In case of one or another board members plan to resign from the position, he/she must send resignation

letter to the Company. The resignation will be affective as soon as the letter arrived at the Company. The

board members who resign can also notify their resignations with the registrar.

In the case that the position of the board member become available due to other reasons beside

resignation from terms, the board members may choose to select qualified individual without any

incompatibility of law regarding Public Company Limited and law based on asset and Stock Exchange to

be acting member for the next board member meeting. However, if the board member has less than 2

months term the person who will be acting board member may be in the position of board member equal

to the remaining term of the member. The resolution of the board members needs to consist of at least 3

out of 4 votes from the remaining board members.

At the meeting, the shareholder may vote one or other board members to resign from the position before

the term with at least three out of four votes proportion from the entire attendance of the shareholders with

the right to votes. There should be a total shares no less than half of the shareholders that attend the

meeting with the right to vote.
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7. The board member may select one member as the Chairman of the executive board and in case that the
board members need to consider to select one or more member, the other member will be selected as a
vice chairman of the board.
2. Nomination of independent board members

The Company specified components of board members that it need to consist of at least 1 out of 3 independent

members from the total number of board members. There should be at least 3 independent members. The board

member or shareholders (case by case will be appointing independent board members, The person who will takes role

of the independent board members need to have qualities and is not incompatible for board members according to

Public Limited Companies Act and law of asset and Stock Exchange as well as rules and/or related regulations. The

independent board member will need to takes into consideration qualities, knowledge expertise and diverse experiences

in different fields needed for operation and business of the Company. This is to present to the meeting with board

member or shareholders (case by case) to consider for further appointment of independent board members for the

Company. Thus, if one or other independent member is removing from the position before the end of the term, another

independent board member will be in the position only with the remaining term of the previous independent board

members.

The board member has specified the qualities of the independent board members as follow.

1.

The board member should hold no more than 1 percent of the shares with the right to vote for major
company, subsidiary company or joint venture (if any) as well as to major shareholders or authorized
position in the Company. Thus, this should include holding of shares for related parties of the particular
independent members.

The member should not be a board member or previously positioned as a member that takes part in
management of workers, employees, or advisor with permanent salary or authorized position in the
Company of the major company, subsidiary company, joint venture company or minor company in the
same manner (if any) with the major shareholder or authorized position of the Company. The only exception
is the member has been removed from the position no less than two years before the appointment of
independent members.

The member should not have consanguinity or registered legally in form of father, mother, marriage
spouse, relatives and children as well as marriage spouse of children of other board members, executives,
major shareholders, or person in charge of the Company or any individual that will be nominate to be board
members, executive, or authorized position in the Company or subsidiary (if any).

The member should not have or used to have business relations with major company, subsidiary company,
joint venture company (if any) with major shareholders or authorized position in the Company in the form
that could prevent independent consideration. They should also takes part or previously position as
significant shareholders or person in charge of the relations of the business for major company, subsidiary

company, joint venture company (if any) for major shareholders or authorized person in the Company
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unless the person is not in the position no less than two years prior to the appointments independent board
members.

The member should not positioned or previously positioned as financial auditor of the major company,
subsidiary company, or joint venture company (if any) of major shareholders or authorized position of the
Company and should not be a significant shareholder with authorized power or takes part as a partner in
financial audit institution with financial auditors of the major company, subsidiary company, joint venture
company (if any) of major shareholders or authorized position reside in, unless the person is not in the
position no less than two years prior to the appointments independent board members.

The member should not or previously positioned as any occupation service providers as well as legal
advisor or financial advisor that received more than two million baht service fees per year from major
company, subsidiary company or joint venture company (if any) of major shareholders or authorized
position in the Company and should not be a significant shareholder with authorized position or partner of
particular occupation service provider. The only exception is the member has dismissed from the position
no less than two years prior to the appointment of independent board members.

The member should not be appointed board member to represent board member, major shareholders or
related shareholder that have relations with major shareholders.

The person should not engage in any business with same condition and significant competition with the
business of the Company or subsidiary company (if any) or not takes part as significant partner in
partnership or board member that takes part in management of workers, employees, advisors that receive
permanent salary or holds more than one percent of shares from the total shares with the right to votes
from other companies with same business operations and significant competition toward the Company or
subsidiary company (if any).

The member should not have any other reasons to not be able to give opinions independently toward

business operations.

3. The nomination of Audit Committee members

The Audit Committee will consist of at least three independent members and will be in the position for three years.

The board members of shareholders (case by case) will be the one appointing the Audit Committee members.

The Nomination and Compensation Committee with nominate the Auditing Committee based on qualifications

from the announcement of Investment Market Committee Tor.Jor 28/2008 regarding the request for permission to resell

new shares dated on 15 December 2008 with the revised details as follow.

1.

The member must be an independent member with qualities according to the law of asset and stock
exchange as well as the announcement, rules and/or regulation of the Securities and Stock Exchange
Commission and the Stock Exchange of Thailand.

The member should be able to use their own discretion independently with sufficient knowledge and

experiences to take responsibilities as the member of the Audit Committee on assigned mission.
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3. The members should consist of at least one person with sufficient financial or financial management
knowledge to take responsivities in review reliability of financial statement.
4. The nomination of the Nomination and Remuneration Committee members

The Nomination and Remuneration Committee should consist of at least 3 members including at least half of the

total members of the Nomination and Remuneration Committee. It should not consist of Chairman of the board. The

board members will consider and appoint the members of the Nomination and Remuneration Committee.

The members of the Nomination and Remuneration Committee should have qualities as follow.

1.

The member should have qualities according to the law of asset and Stock Exchange, announcements of
the Securities and Stock Exchange Commission, announcement of the Investment Market Commission or
announcement from Stock Exchange of Thailand as well as other related announcements, laws, and/or
regulations.

The member should be an appointed member to make decisions on business operation of the Company,
subsidiary, joint venture or minor company in the same levels of major shareholders or authorized member
of the Company.

The member should not be board member of other major company, subsidiaries, or minor companies only
for the registered companies.

The member should not be any individual that operates in the similar types of business and competing
against the Company or become partners or board members in other business with similar conditions and
competing against the business of the Company whether for own benefit or other benefits. The only

exception is if the member notified to the meeting of the board members prior to the appointment.

5. The nomination of executive committee

The executive committee consist of and/or no less than 3 executives members. The Nomination and

Compensation Committee will nominating executive committee based on qualities as follow.

1.

The qualities of the executive committee are knowledge, capabilities and experiences that will benefits the
business operation of the Company. They should also be honest and have moral in business operations

with adequate time to sacrifice knowledge, capabilities and full responsibilities to the Company.

2. The executive committee should be qualified and is not incompatible based on the law of Public Company
Limited company as well as law based on asset and Stock Exchange or any related laws.
6. The nomination of Managing Director

The Nomination and Compensation Committee will consider individual with capabilities and qualities suitable for

the position of Managing Director. The Committee will takes into consideration on qualification, knowledge, experiences,

capabilities, and special areas of expertise in related fields that is necessary will be beneficial to the business operation

of the Company and present to the board member or shareholders (case by case) to consider for further appointment.

8.4  The monitoring of business operations for subsidiary company and joint venture

In governing the administration of the subsidiaries and associates, the company will appoint the company’s

qualified and experienced representative as a committee in the relevant invested transaction of that subsidiaries and
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associates. That representative could be a chair committee, chief executive officer, committee, chief executive, or
anyone who doesn’t gain any conflict of interest with the transaction of those subsidiaries and associates. This is to
enable the company in governing the transaction and the transaction of the subsidiaries and associates like one unit of
the company. Therefore, it's determined that the representative must navigate the administration of the subsidiaries and
associates in following the relevant law of the concerning transaction of the subsidiaries and/or associates. In addition,
the appointing of the representative as the committee in those subsidiaries and associates must be correspondent with
the equity ratio of the company and/or the agreement in case of the associates.

The company will closely follow up the performance of the subsidiaries and associates, as well as regulate and

audit data and accounting records of the subsidiaries and associates.

8.5 The support in using internal information

The Company prioritizes in the prevention of internal information for own benefits or benefits of board members,
executives, or employees to be fair and equal to all stakeholders. It will also base on the rules and regulation of the
Securities and Exchange Commission. The Company specifies policy regarding internal information usages and
announces board members, executives, and employees to follow, with key point that can be concluding as follow.

1. Provides knowledge to board member, executives as well as high-level management executives in finance

and accounting department that has position as manager or equivalent (according to the definition by
Security and Exchange Commission and Stock Exchange of Thailand) regarding assigned responsibly
and disclosed of own information on the securities and derivatives holding of the Company, spouse or
cohabiting couple, minor child and juristic person wherein oneself, spouse or cohabiting couple and minor
child hold shares at an aggregate amount exceeding thirty percent of the total voting shares of such juristic
person and such aggregate shareholding is the largest proportion thereof to the SEC on Section 59 and
penal code from The Securities and Exchange Act B.E. 2535 (with additional revised plan).

2. Specifies board members and executives as well as high-level management executives in finance and
accounting department that has position as manager or equivalent (according to the definition by Security
and Exchange Commission and Stock Exchange of Thailand) to create and disclosed of own information
on the securities and derivatives holding of the Company, spouse or cohabiting couple, minor child and
juristic person wherein oneself, spouse or cohabiting couple and minor child hold shares at an aggregate
amount exceeding thirty percent of the total voting shares of such juristic person and such aggregate
shareholding is the largest proportion thereof within 7 working days from the first date of changes to
securities and derivatives holding of the Company, and they should also report the change of securities
and derivatives holding within 3 working days from the date of purchase, sale, transfer or acceptance of
transfer of securities or derivatives holding. Thus, this is according to the principles and approach by the

Securities and Exchange Commission.
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8.6 Compensation for financial auditors

The Company offer compensation for financial audit for the year of 2018 ended on 31 December 2018 to financial
auditors for the total of 2.09 million baht which consist of financial audit for the total of 1.8 million baht and other service

fees of 0.29 million baht. This is external expenses excluding to financial audit such as travel or food allowance.

8.7  Implementation of Corporate Governance Code 2017
The company has recognized the importance of the application of Corporate Governance Code 2017 (CG Code
2017) developed by the Securities and Exchange Commission (SEC) promulgated since March 2017. The company is

scheduled to review the corporate governance policies of the company annually. With the following purposes of review:

(1) To ensure that the business operation of the company has transparent corporate governance that is
accountable which will increase confidence to investors.

(2) To ensure that the company has complied with the Good Corporate Governance Principles of the Stock
Exchange of Thailand B.E. 2555 (2012) and the CG Code 2017 of the Securities and Exchange Commission.

(3) To ensure that the company has following up and monitoring the implementation of policies to be used to

ensure the suitable for the company’s business and the situation and operation of the company is always.

Thus, the board of director has reviewed The Principles of Corporate Governance policy and considers that such
policy is appropriate. The Commission considers that the company has complied with the Corporate Governance Code
2017 developedand communicated to executives and employees acknowledged and treated continuously. Including
following up and monitoring the implementation of policies to be used to ensure the suitable for the company’s business

And the situation and operation of the company is always.

8.8  Other operation plans based on the principles of corporate good governance

- None -

53



S.KIJCHAI ENTERPRISE
Public Company Limited

9. Corporate Social Responsibilities: CSR

The Company is determined to develop its business for a sustainable growth in align with responsibilities toward
society. Thus, to be in according to a sustainable business development of the Company, the board members specify
policy regarding Corporate Social Responsibilities or CSR. The Company will operate under good governance and holds
to the principles of ethics in align with responsibilities toward environment and society. The Company will work to be
aware and take responsibility toward the society. The Company will takes into consideration of stakeholders of the
organization both internally and externally from shareholders, employees, customers, community as well as society. The

Company has specified approach in Corporate Social Responsibility as follow.

9.1 Overall policy

The Company promotes and support board members, executives, and employees to participate and take part
in society through activities to work together to create a better way of life for the society, community and environment
consistently. This will also help develop economy and society and will result in to the success of the Company. The

practice approaches are as follow.

Fair business operations

The Company prioritizes in business operations by following the competitive framework that is honest and
fair under the legal as well as morals of the business. The Company holds to the equitable competition policy to
receive equally return for both parties. To operate in a business with trading partners should not result in any
discredit to the Company or against the law. There will be business operation principles as follow.

1. To not demand, receive or agree to accept any asset or other benefits that is beyond trading agreement
or trading policy.

2. To continues create relationship and good collaboration with suppliers to enhance potential and efficiency
in long-term business operations.

3. To maintain customers’ confidentiality or maintain the confidentiality of trading partner information, and to
not use for own benefits or other related parties wrongfully.

4. The Company will not operate any business that is related to intellectual property rights as well as will
promote executives and employees to use resources and assets of the Company effectively. The Company
will promote the executive and employees to use products and services that have copyright and will not
promote products or act that is violate intellectual property rights.

5. The Company is against any unjust competition and will not operate in setting prices to eliminate
competitors. The Company will set prices by taking into consideration of market conditions, purchasing
demand as well as other cost that is related. Additionally, the Company also has a purchasing policy to
assign clear operational methods to be fair for all parties.

6. The Company has assign complaint channels regarding unjust behaviors with a complaint center at the

Company as well as via the website of the Company.
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Anti-corruption policy

The Company will operate the business with transparent and hold the principles of right and fairness. The

Company also has an ‘Anti-Corruption’ guideline as well as support activities that promote and educate executives

and employees to act according to the law and related companies’ rules and regulations. The Company does not

promote in having success from any dishonesty or corruption. Thus, the board members of the Company have

appointed ‘Anti-Corruption’ policy as follow.

1.
2.

10.

11.

To not operates or takes part in any form of corruption, whether it is direct or indirect channels.

Board members, executives, and employees will not engage or support any forms of corruption and will
strictly prohibit any corruption acts.

Board members, executives, and employees have responsibility to operate according to the good
governance policy that prohibits any corruption. The Company board members will appoint executives to
create ‘Anti-Corruption” measurement to communicate and act upon.

It is prohibiting for all Company board members, executives, and employees to engage in any act that
involves demanding or accepting assets or any own benefits or others, or to wrongfully neglect their
responsibilities that could lead to the Company’s loss of its own legitimate benefits.

It is prohibiting for all Company board members, executives and employees to offer or present any asset
or benefits to other individual to persuade them to act or neglect to the law or toward their own
responsibilities.

To creates an honest organization culture and hold to a fair culture in the organization.

To creates employees’ training within the organization to promote employees to be honest toward their
responsibilities and willing to bring the principles and morals in the policy to strictly operate a business as
the main principle for the entire organization.

The Company will create employees management process to reflect the determination of the Company
toward Anti-corruption measurement from the selecting of employees, training, to performance evaluation,
bonus and compensations, and position promotions.

The Company will create internal investigation to ensure that the internal system will help the Company to
achieve the target. The Company will also investigate the operations of all sectors to be according to rules
and regulations and together help seek for any faults and will provide suggestions to develop effective
and efficient operation system based on the approach to maintaining good governance of the organization.
The Company will cooperate with government sector in appoint all related parties with the govern to
disclosed any accounts to Office of the National Anti-Corruption Commission (NACC).

To appoints the Company secretary, internal audit or any other individual that the board members have

appointed to help support corporate governance.
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Fair practice in labor

The Company has a policy to treat all employees with fairness without any conditions that will lead in the
Company to treat all employees unfairly. This is to be fair to all employees; the Company has a system to look
after employees thoroughly with fairness. (This is based on the regulations on business operations of the
Company) which are as follow.

1. The Company will look after all employees’ reward and compensation appropriately and fairly without any
demand from employees.

2. The Company will not discriminate and at the same will treat all employees equally

3. In case any complaint by employees, the Company has, a clear process and complaint methods and the
Company will find a solution to end the dispute fairly to terminate any issues within the boundary so it will
not expand into a wider range of conflicts.

4. As the Company prioritizes and foresees importance in equality, the Company has a regulation to treat all
employees with fairness and not to discriminate one or another. This will base on Code of Conduct and
will be use as employees’ guidelines. The guideline is part of ‘rule and regulation of employees” that all
employees must follow. Thus, the Company has clarified regarding the Code of Conduct to all employees
at the first day of employment. The Company also emphasizes the details in the employees training

session.

Responsibility toward consumers

The Company prioritizes the responsibilities toward stakeholders in the supply chain, which are
customers, partners, and business competitors. The Company also announces Code of Conduct to use as a

model in business operation of the Company with the regulations in responsibility toward customers as follow.

1. Delivers quality product and services in align with or higher than customers’ expectations under fair
conditions.
2. Provides correct product information and sufficient service in a real-time situations to the customers without

exaggeration on the quality of the products or certain services.
3. Contacts customers with politeness and efficiency so the customers will trust in the Company and establish

a plan of a process that customers can file complaint on quality and safety of products and services.

4. Maintains customers’ confidentiality, do not use the information wrongfully on one’s own benefit or other
third parties.
5. Establishes vast marketing communication channels such as communication through the

recommendations of salesperson or through the Company’s website.

Responsibility toward society, community, and environment

The Company prioritizes the development for the way of lives to community and society based on a
sustainable development approach as follow.
1. Promotes and supports education in the society.

2. Creates employment and consistently develop labor skills of the Company in the area.
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3. Plans, manages, and controls activities that could result in any form of pollutions.
4, Recycles the waste to use in the production process.
5. Holds to the moral principle in making decisions on different production activities.

9.2  Specification on action plan and performance reports

The Company has specified the board members regarding Corporate Social Responsibility (CSR) to create CSR
plan to present to the board of executives annually. The Company also specify budget in the CSR operation for each
year and take into consideration on approach to Corporate Social Responsibility (CSR) framework to align with the
suitability of business operation. This is applied in both financial conditions and business turnover. There will be also a

performance report to present to executives for at least once a year.

9.3 Business operation that affect social responsibilities (if any)

In the previous year, the Company has not encountered any legal dispute nor has it released any public news

that could significantly affect business operations, reputations, or reliability of the Company.

9.4 Activities to benefit society and environment

1. Educational development: The Company foresees the importance of education, which is key factor that affect

the development of the country. At present, schools in the rural area still lack resources and school supplies that will
thoroughly promote education development. The Company begins its initiative in different projects to support
community’s schools such as the support of scholarship for good student.

2. Religious preservation: The Company believes that when people within the community pay respect and follow the

teachings of every religion, it will helps the members of the community to understand ethical and moral principles. This
is the key part that makes our society a better place to live. The Company created different projects to be part of religious

preservation and support community’s moral standard: for example, the reconstruction of the temple.

3. The development of community way of life: The Company believes that community development can start from
the development for way of life for people in the community. The Company and local government sectors will collaborate
to build homes and create hopes for underprivileged persons. This will help develop way of lives for underprivileged

person and sustainably develop community.
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10. Internal control and risk management

10.1 Opinions of the Company’s board members toward internal audit system

In the meeting of the Board of Director no. 1/2019 held on 27 February 2019, the board members of the Company
have taken into consideration and assess the sufficiency of the Company internal audit. It was completed through data
collection from executives, related sectors and Deloitte Touche Tohmatsu Jaiyos Advisory Co.,Ltd (“Internal auditors”)
referring to the internal auditors report and monitoring of improvement for internal auditor report dated on 8 January 2019
as well as annual internal audit project for Year 2018. It can be conclude regarding the result for the internal assessment
of the Company in 5 areas as follow: 1) Control Environment 2) Risk Assessment 3) Control Activities 4) Information &
Communication and 5) Monitoring

The board members stated that The Company internal control system is sufficient and appropriate to the size of
the business and current business conditions. The Company has sufficient employees to operate systematically and
effectively. There is also an adequate amount of transaction with competitive and related parties. For other topics of

internal control system, the board members considered that the Company also has a sufficient internal control

10.2 Opinions of the auditors

For 2018, the internal auditors has operated internal audit for the year of 2018 by inspect 8 processes which are
1) sales and payment process 2) purchase and payment process 3) permanent asset management process 4) inventory
products management and cost accounting process 5) production process 6) maintenance process and implementation
on environmental standards 7) financial and accounting process and 8) permanent asset process. There are 17 remarks
which are low importance for the total of 11 processes and medium importance for the total of 6 processes. There is also
1 suggestion. From following up the improvement based on the internal audit in first quarter to third quarterin 2018, it is
found that the Company has improved internal control systems according to the internal auditors are 13 stated issues,
and is in process 1 issue, that the company will improve the stated issue completely and appropriately.

Additionally, for the remarks that are found in fourth quarter of 2018 that include 2 processes with low importance
and 1 process with medium importance , the internal auditors will inspect for further follow up in first quarter of 2019. The
internal auditor will report to the inspection board and the board members stated that the Company possesses sufficient
internal control system for its business operation. The internal control system of the Company will also corresponds to

the criteria of SEC: Securities and Exchange Commission and the Stock Exchange of Thailand.

10.3 Information of the internal audit chief and operation chief

The Company has hired internal auditors from external sectors which is Deloitte Touche Tohmatsu Jaiyos Advisory
Co.,Ltd to inspectinternal control system of the Company. The internal auditors have assigned board members to inspect
internal control system of the Company.

The board members has taken into consideration qualifications of assigned board member that they are suitable
as they are independent agency and have high experiences in internal audit for reasonable amount of times.

Thus, the board members will be the people who consider the independent of internal auditor agency as well as
approve in appoint, removal, or dismissed of internal auditors chef or other responsible sector related to the Company

internal audit.

58



Annual Report 2018

*anIny 841 U] IND20 0} 8NUNUCO PINOM LUSY SILL JBL)
paoadxa Auedwod ayl 'sny| JOINGUISIP [BUSIEW POoM JaLlo Uim paalbe sey Auedwon ay) jeys popad juawAed auy uey
alow 1ou s| Bumuseg [yeyeg yum paalbe pey Auedwo) ay) 1ey) wuawAed Jo pouad ay) ‘'snyjl "SIOINGUISIP S|elalewl PooMm

|le ul sasn yolym ‘sjelajew poom Buiseyoind pue Buposjas ul uopenbal Auedwo?) ay1 01 Bulpioooe s| aoud Buiseyoind ayy

Bunmuses [Meyes wolj sielalew

"Auedwor) ay} Joj uononpoid Ul [elsiew Ujew e si yaiym Bunjuses [peyes woly sjeusiew poom paseyaind Auedwoy) syl

- | 0g'L8 poom peseyoind Auedwol eyl ‘1
(3yeq uon)
swayl Jo sadA| ‘ON
Augeuosesl pue AlssaosN swiayl Jo anjep

‘lendes dn-pied Jo uoniodoud jusalad

00°0g Ul Jepjoyaleys e si jey) Jaquaw pleoq s,Auedwon ay Jo 1sISuod pue Auedwo) ay) JO slequiaw pJeod pajejaliaiul Yim saiuedwod palejal Y SUONEoY

(.Bunueeg leyes,) py1 00 Bunjuees [ieyes K4

s1010841( 10 pieog ayy Ag parcidde 1ey) yuomallel) ayy Ul puy “Auedwo)

2U) 0} |2lolouag pue sjgeuoseal si Wa)l Jejnoded oy jey) seas pue UORLISPISUOD 0JU] $8%.) saapiuiwo)) Bupny oyl -

SOaNIIIWOY) BUNIPNY 10 suoluid)

Auedwor) oy Jo ssauisng pue ueld Juswissaul Woddns o] §1 Uonoasuel Jenajded ay| - "|20IWBYD) J3G2[M'S 0} WSLISaAUl

‘lediulayD) Jagaly's o1 wawnsaaul [ended pred Auedwon eyl - | 0005 jeiued pred Auedwon sy | 1
(yeq uolllIAl

sway jo sadA] ‘ON
Ajigeuoseal pue A}issaosp Sway jo anfep

‘lendes palaisiBal B0} 8y Jo Jusdlad (g [endeo dn-pied v [eoiway) Jagey'S ul lequisw pJeoq e s| Auedwod ay)

10 8ANOaxe ‘Auedwon ay) Jo slegquisw pieod palejallaiul pue jeided aleys |10 ay) jo usosad 0| ploy Auedwo) ay) ‘Auedwod sy Jo Alelpisqng  :SUOHE[oY
(J[BOIWBYD J8galy's,) P¥T 0D [EDlWBYD Jegay's |

"MO||0} SB SI 810z Jequiaose( g JO Se 8]ep pus ay) Joj saiied pajejal/seiueduiod Usamiaq SUOOBSURI) Pa)e|oYy

sanied paje[ai/Saiuedwiod Usamiag SUONOBSUE]] pajoauuoy 'L

SUONOBSUEN pajosuuoy  “L|

59



S.KIJCHAI ENTERPRISE

Public Company Limited

Jspenb Alaae seaniwiwo) Bunipny sy
0} JInsaJ Uopoadsu) ayy Yodal Jayuny 0} pasu (1M Jolpne sy jou Jo sjelaiew poom Buiseyoind pue Buiosjes ul uope|nbal
0] Buipioooe s 11 I seluedwos pajejal woly aseyaind s|eusiewl pooMm 1oadsul 01 Jolpne ue sk [enplAlpul ue palulodde
sey seaniwwo) Bunipny eyl ‘snyj “aininl eyl ul A|SNonunuod Jnodo 0] paloadxe pue well Juedodw) Ue palepisucd Sl siy] -
‘Auedwe)) ayy jo sisuped Buipery 1syio o) Bunedwoo aq ues 1eyy Aojjod spen

pue aoud Bujseyoind yym ajgeuoseal si Wwayl Jenonied sy) JBY} $889S pUE UOEISPISU0D OJuUl saye) ssapjwwo)) Buypny ay] -

saaniuwo’) Bunipny Jo suoluidQ
*8ININ} 8Y1 Ul JND30 0] anUUOD PINOM Wa)l
sIy1 1ey) paroadxs Auedwod) ay) ‘snyj "JoINgIISIP [BUSIEW POOM Jaylo uiim paalbe sey Auedwo)) au) 1eyl pouad juswied ayp
ueyy aloul Jou s| Buaepy iyeyeg uim paalbe pey Auedwon syl leyl wstiAed Jo pouad ay) ‘'snyj "SIoINGUISIP S(elalew pocm
Jle ul sasn yolym sjelsiew poom Buiseyoind pue Buposies ul uonenBal Auedwo”) sy o Buipioooe s| soud Buiseyoind ay| -

‘Auedwo?) sy Joj uononpo.d ul [elsjeW Ulew e s1 yoiym Busepy] (Meyes woly sjelsiew poom paseyoind Auedwo) ey -

Blcr

Busepy [iMeyes wod) s|elsaiew

poom paseyaind Auedwol) ay|

Allllgeuoseal pue AJIssadaN

(yeq uollip)

SWa) Jo anep

swia)l Jo sadA

‘oN

‘leldeo dn-pied Jo uoniodoid Jusdiad 0G'Z9

Ul Jepjoyaleys e si1ey) 0] Jegquiew pieoq s,Aueduwio) sy Jo 1SISU0D pue Auedwo) ay) JO slequiaw PJeoq pajelelaiul Yiim seiuedwos palejaly  SUONEoY

(Busepy beyes,) pi1 0D Busery (ieyes

spenb Asaas seaniwwol) Bupipny ay)

0] 1nsal uonoadsul ay) Lodal Jayun] 01 paau [|Im JolpNe ay] "1ou Jo sjeualew poom Buiseyoind pue Bunoesjas ul ucne|nbal

0} Buiploooe s| 11} seluedwos pajeja) wolp aseyaind siedsiew poom 1oadsul 0} Jojipne UE sk [enplalpul Ue pajulodde
sey sosuIwWoy) Bunpny auyl ‘snyjl auning ayl Ul A|SNONURUCD JN220 0} ealoadxa pue wal juepodwl ue pasapisuos s| siyl -

‘Auedwio?) ay jo sisuped Buipel Jayio 0] aiedwoo aq ueo jey) Aojjod ape.)

pue soud Bujseyoind yum ajgeuoseal s| wal Jejnofed sy Jey} S89s pue UOIBIapISUOD 0jul SaYE} sespiuwon) Bunipny ay| -

SSaNIWW0)) BUNIPNY Jo suouid()

Ajjigeuoses. pue AjissaosN

(3yeq uoliny)

swia)l Jo enjep

swa)| Jo sadA |

‘ON

60



Annual Report 2018

a|qeuoseal si aoud ay) pue

Auedwos) ay) o} [BIOOUSG PUE B|gEUOSES. S| WS)l Jenaided ay) 1By} S9as pue UONEISPISUOD 0juUl Saxe] saaniwwoe)) Bunipny syl -

SespIUWWo)) BUpNY JO suciuidO
Auedwory au) Jo ssauIsng pue ued juswsaaul yoddns o) Wa) Jo Yed s| wa)l Jejnoied ay| -

“AoUIny A1o1108(3 [BloulAcld Jo solid Aloloele [[E1a) Uo pasked s| aoud sy eale AQJeau au) Ul pajeao] i LDIUM POOA
1BYD(IM'S ©) DUi08fe $S99Xa BN sandlisip Auedwoy sy “Ayoedes uononpold pusixe o) Auedwo)) au) jo afiesn oo9le Jo [pued POoAA [BUD(IY 'S 0}

SpoauU 95220l B4 0] spuodsal 01 01193|3 abeyjoa yBIly aseyoind O] sjge 9g (|Im 1y} Jaulosue.] DUa@ pajeisul Auedwod oyl - | €471 a108|2 pangusip Auedwo) ay | 'z

"a|qeuoseal s1 @oud auy) pue Aueduwiory

ay) 0 [BI0lJaUSq pUE @|GBRUOSEAI S| Wa)l Jejnoiled ay] 1BY) S88S pue UoIRIapISuoD 0jul saye) seepiwwon) Bumpny syl -

SooeqWWo7) BUPAY JO SUoUid0

.>CNQEOO 3yl 10 Hjeuaq 2yl 1o} sind20 Wall ._m_JO_th ayl - |ouBd POOAA _mﬁO:K.w 0} Q_EO

'ssa00.d uojeiado pue uoponpold ul |any se Buisn 10) |aued poop 1e42Miy'S 01 diyd poom pajnquysip Auedwod ayl - | 100 poom panguisip Auedwod) ay | L
(1yeq uol)

swayl Jo sadA] ‘'oN
Aligeuocseal pue AjssaoasN SWwiayl JO anjep

‘lendes dn-pied Jo uoniodolid jusolad 0O G Ul Jepjoyaleys e si eyl slequiaw pleoq Auedwo) ayi Jo jusied
pue qusadlad G /¢ Jo uoiuodoid yim Japjoyaleys e sl 1eyl slequisw pleoq Auedwo) syl Jo esnods abellew e si aJay] usalad oG /¢ Jo uoniodoid
Ul Jepjoyaleys e sl jey) Jaquisw pieoq s,Auedwo) sy} JO 1SISU0D pue Auedwo) 8y} JO SIsquisw pJeoq paje|ailajul yim sejuedwod pajejal yy  SUOneRy

(JlouBd POOAA 1eyoliy'S,,) PIT 0D |sued POOAA leydliy's 8%

'saed piy) Wwoly seoiales 0} Buuedwos aq ues

1841 Aojjod sped pue $39) SOOIASS UIm S|geuoseal s LWall Jeinoled sy Jell S99s pue UoNBIapISUOD OlUl Saye) seaniwwo)) Bunpny ay] -

SOaNIILIO,) BUNpnY JO SUoUIKO)

"suopesado sselisng Auedwio) au) Jo AIssaosu Uo pased Jnooo pINeo 1ey) sseuisng Jejnfel yoddns oy wieyl Ue S| way Jenojued ay|

‘sa[ed pAIY 8l yoiym ‘siepiaoid sojalss uopepodsues Jauo o} Jejwis s Busepy [peyes Jo sjsco (s1509 uoneyHodsuel | )
uonepodsuel) a8y} ‘@olnas auy Jo ssaulpeal pue aoud Buipiefial siojoe) Wou "siewoisno [euoneulsiul o) yodsues o) ued eas o) spoof spocB podsued; 0}
uodsuel) JO SIBW0ISND 2NsaWop 0} spoob Lodsuel) 0} Jojoed] Jo/pue 3ond eia spoob podsues o) siepiaoid aoines padly Auedwo) ayl - | 90 Buaey peyesg pasy Auedwod) ayl 'z
(3ueq o)
swayl Jo sedA | ‘oN
Aljigeuoseal pue Ajissassp swayl Jo anjep

61



S.KIJCHAI ENTERPRISE

Public Company Limited

slgeuoseal s sold sy} pue Aueduwio)

8y} 0] [BloljBUAq pUE B|geuosEal SI Ws)l Jenoiled sy 1) $ee8s pUE UCIBISPISUOD OJUl $eXe) seeniwwo)) Bulipny eyl -

SeeNIWWO,) BUNPNY JO SUoUId0

weyl Ajlsseoau e sl way Jejnoiued sy -

laued POOAA 1EUOI'S WOy pleod)

*Auedwod sy Jo aul| uonaenpold mau ul Buisn Joj [aued POOAA 1BUD[IM'S wolj piecq juswao peseyaind Auedwod eyl - | 400 Juaweon paseyoind Aurdwo)) sy v
"salded pJiyr Woly seolaiss 0y Bunedwoo ag ueo jey) Aoljod
opel] pUE $23] S90IAISS UM 9|gRuU0SED] S| Wall Jeinded ay1 1Y) $98S puUB UONEIOPISUOD 01Ul Saxel saaniwwo)) Bunpny ay] -
STONWWIo,) BUNPNY Jo SUolUd0)
‘suonelsdo
ssauisng Auedwo?) ay) Jo A1ISS80auU U0 paseq Jnod0 PInod 1ey) ssaulsng Jejnbal 1oddns o] wall ue s| wa) Jenaed syl -
‘[aAs| paoed-1se] B Ul 's90IAJ9S |0 sadA] Jayjo
pue AJJUSIUSAUCD SB2IAI9S 10 1Sanbal ued pue Alljiqe|iese ybiy sey Aueduwio) ay) Jeau Paleac| sl YdIym |SUBd POOM 1BUD(IM'S 10 @sn Anunad ayl ul S/eWoIsno
‘Aay e sl ssaulpeal 2o1alas oyl Buiplefal Jojoe) auy) ‘s1s00 UoheNodsUeRS 2yl JO aAISN|oUl S| 1onpold au Jo soud Buljjes ayl 0} spoob uodsuely 0 |[aued POOAA
se ‘sny| AQuUnod syl ul s18Woisno 0] Auedwo?)) au) Jo spoob Jodsuel) 0] 3ondl Bl uonelodsued ady o) spaau Auedwo) ayl - | 280 1eyoliy's paiy Auedwo)) ay| s
(3ueq uol|lIA)
sway| jo sadA | 'ON

Ajjigeuoseal pue Ajssaoap

swa)l Jo snjep

62



Annual Report 2018

Auedwos) ay1 o steuled Buipen Jeyjo 01 asedwos aq ued 1ey) Aaljod apen
pue esoud Buiseyoind Yum ajgeuoSEad S| Wall Jejnolded ayl 18y) $88s PUR UONEIBPISUCD 01Ul SSYE] saaniwwoy) Bunipny ay] -
soapiWwWos) Bunipny jo suoiuidp
suolelado
ssauisng Auedwon) au} jo AlISSa2sU U0 paseq Jno20 pINod eyl ssauisng Jeinfbad poddns o) way ue s| wsay Jenoped sy -
‘Auedwio)) syl Jo slewcisno onsswop ejeos-able| Jay1o 0y Bulledwoo
8Q ueo IeYo(y'g 0] seINqUIsIp Auedwaon) syl 1BY) eoud ay) ‘sny| "siaWo1sno onsswop s[ess-sfiie| JsLio Jo) 1800 uoienodsuel)
10 Ucnonpsap 8yl Jale |aAs| aoud Buijjes awes ayy Ul ulewal S| Yyolym dlom-xa si saoud Bujes pue swnjoa aseyaind Yty

Yim Jawolsno onsawop aleos-abie| B si eyoliy's ‘ssecold uojesado o) 1eYo(iy'g 0} paecq 4w peinguisip Auedwod) ay| -

‘ssao0.d uonelado pue

uononpold 10§ [eya(y'S 0} pJeoq

l l 188 4an painquisip Auedwo) sy| [
s|geuoseal s 9o1d 8yl pue Auedwo)
2y} ©] |2loleUSg pUB 2|gRuUoSEal SI WY Jendilied syl 1Byl S93S pPUE UOIRISPISUCD OJUl Sa¥el saajiwwe)) Bunipny ayl -
SOaWWIo]) DUNIPNY 10 SUOUIA(D
Auedwon syl 1o sseulsng pue ueld uswisaaul Loddns 0] wey Jo Led s wey Jeinoed sy -
‘Aioyiny AJ101108(3 [Bl1oulACld Jo aoud Ajouose |IB1as uo pased sl aolid ay| 'eale Agieau ay) Ul pajeso| s1 Uysiym 1eyoliy's *ssa00ld uoljelado
0] OUI0B[8 $SB0X8 JUBLIND saINgUIsIip Auedwon) ay| "Aloedeo uononpold pusixe o) Auedwo?) ay) Jo abesn oujose Jo spaau pue uononpo.d Joj 1Byaliy'S 0}
asealoul ay) 0] spuodsal 0] auoale abeljoa ybiy aseyoind o1 8|ge aq ||IM 1BYl JaWIoisUel] duosle pajeisul Auedwo) ayl - | 96°€2 o198 palnguisip Auedwao) sy L
(3yeq uol|) swoy 1o sodA on

Ajl[lgeuoseal pue AlsseoeN

swiall Jo anjep,

‘lendes dn-pied jo uoniodold jusdiad 0O Gz Ul Jepjoyaleys e si eyl slequiaw pleoq Auedwo) ayi jo jusied

pue ‘usdlad oG /¢ Jo uonlodoid ul Jopjoysieys e sijeyl siequsw pieoq Auedwo) ay) Jo asnods abeluew e s| aiay] usolad G /¢ Jo uoiiodoud

Ul Jepjoyaieys e s 1.yl Jaquisw pJeod s,Auedwon ay) Jo 1sIsuoo pue Auedwo) sy Jo siequisll pJeog pale|alislul Yiim saiueduwiod parejel v

‘Suoneey

(eyolny's,) pi1 0D reyaliy's

63



S.KIJCHAI ENTERPRISE

Public Company Limited

‘a|qeuosesl
os|e sl 9oud ay) pue ajgeuoseal s Wall Jenojed sy} 1By} S98s PUE UDIBISPISUOD OJUl Saye} seapiwwoy) Bunpny ayl -
seaiwwo) Bunipny Jo suoluido
‘Auedwoy) sy} Jo 80| AU 8SNED JUPIP Wa) Jeindiued sy} pue Auedwo) aul JO Jjausd au} o) SIN900 Wwayl Jejnoiued ey -
*o0ud 1931eW
auy) yum Buedwos aq ues aold sy ‘) ash 0} paau jou pip Auedwos ay) o) anp [BYD(IM'S 0} Sa0IYaA painguisip Auedwo) ayl -

‘goud 1931ew ay] yum Buedwod aq ued soud s aulydew syl ‘9102 Jo Jauenb 1si1 ay)

awooUl Jayjo pue

‘leyally’s 01 S8[0IyaA pue sulyoeLl

20UIS UIs Joop jo uononpoid ay; paddols sey Auedwod ay) o} anp 1eyalidy's 0} aulyoew ups Joop paingusip Auedwod ayl - | €1°¢ upjs Joop panguisip Auedwo) ay| G
"Auedwod) sy} 0} [BlolauUag si Wayl JejndiHed ay) 1y} $89S pue LOIBISPISUOD Ojul Sa8ye)} saapiwwo) Buyipny ay) -
saa)iwwo)) Bunipny jo suoiuidQ
"MO[} SNONUUOD
aAey 03 suolielado ssauisng Auedwioy) ay) Joj pue uonelsdo ssauisng poddns 0} Wwa)l Allssedsu e s| wa)l Jenojed ay] - *S90IAISS JO sadA)
‘au|| uononpoud aoepns Jayjo Jo asn pue 9oe4ns pieoq
poom ssassod jou pip s Auedwoy) ay; ‘Juasa.d je asneoaq si S|y "seouaJapeld SISL0ISND UD paseq a2ens pieoq 4gW 4aW Jo ssaooud ay) @18|dwoo
10 ss200Jd 8y} a12|dwod 01 1eysliM'S Joy Buniy wod) sawod Ajuiew reyay's pue Auedwod) ayl usamiag sasuadxa Jo swall eyl - | €0°L Q] ley2(M's padiy Auedwao)) ay| v
‘selued pdyy woJy seolales 0y Buuedwoo ag ueo jey) Aojjod epel)
puUE S92} S22IASS UM S|geuoseas S| Wwall Jenojed syl 1Byl S8as PuB UCHEISPISU0D Ojul saye) seapiwwo) Bunpny ay] -
SO0y BUNpNY Jo suoiuid()
suonesado
ssauisng Auedwo?) sy} Jo AlISS908U U0 Paseq JNJ00 PINod Jey) ssauisng Jenfas poddns o) wan ue s| wall Jenonded ay] -
‘loas| paoed
-1SB} B U] pUE AJUBIUBALOD $831AIBS 10} }sanbal ueo pue Aljige|ieae by sey Auedwoy) syy Jeau pajeso] s| uoiym [euoiip's (s1800
Aey e sI ssaulpesl solalas auY) Bulplefal J0jor) auy ‘8)$00 UoeHodsUET 84} JO 8AISN|oul s 1onpold ayy Jo aoud Buljes syy uopepodsuel ) “spoob podsuen
se ‘snuy Aunoo syl Ul siawoisna o} Auedwo 9yl jo spoof podsuel) 0} 3on)) ela uohelodsuesy adly 0} speau Auedwo ayl - | GO0 o1 12y2(Ix'g pally Auedwon ay| '€
(1ueq uoiA)
swa)l jo sadA ] "'oN

Ajl[lgeuosesl pue AjssedspN

swis}l Jo anjep

64



Annual Report 2018

"aoud 19w ay) 0] JejwsS

s1 @opd Buyjjas ay) pue ajqeuosead S| Wall Jejnojed sy 1BY] S988 PUB UONEIBPISUOD 01UI Saye) saaiwwo)) Bunipny eyl -

SoaIWUtIo,) BUNIpNy Jo SUoUd(
"A}ssa08U B S| Wa)l Jenoiued ay| -
"Buiping Bupsixe

a]eAoUa) PUE ‘Ul UOONPOId MBU 10NIISUOD 0] 81840U07) 12Uol)>'S WOl 81910U00 pax|u-Apeal paseyaind Auedwo) ay)| -

'sa0Ines Jayjo pue ‘sasodind

UononJisuod Jo] a1a40Uod paxiul

)21 -Apeal paseyaind Auedwo) ay| 1
(3ueq uoliiN)
swaj)l jo sadA] ‘0N
Aljigeuoseal pue A)isssdsN SUISHGISM|EAN
usoJad 0Q'Gz Jo uontodolid ul Jepjoyaleys e sl 1eyl slequisw pleog Auedwo) ay) Jo Jayiow e pue ‘quadiad Q0 Gz Jo uoniodold
ul Japjoyaleys e sl 1eyl slequiaw pleoq Auedwo) sy} Jo asnods abelew e sl atay] |endeo dn-pied ,s81810u0)) 1eyaliy S Jo uontodold jusoled
00°0G Ul JapjoyaJleys e sl 1eyl Jaquaw pJeoq s,Auedwo) ay1 JO 1SISU0D pue Auedwo) 8yl JO siaquiswl pJeod palejallalul Yim seiuedwod palejed v SuoNeoy
(.81210U0D 1BYDMIM'S,) PIT “Med 8jeiouo) leydliy's ‘9
a|qeuoseal s| 9o1d ay) pue Auedwon)
8yl 01 |BIOlBUBT pUB 8|jqeuoses. S| Wasll Jgnoiled ay) 18yl S88s pUB UOJIEIBPISUOD OJUl sayel sesliwwol) Bumpny ay| -
S@aNWo]) BUNIPNY JO suoluld()
AuedLio)) ay) 0} JualuaALod aplaoid C) WBYl AlISS20aU BU] Jo auo S| Wa)l Jejnajued ay| -
*A11SS209U JO 9SED BU)] Ul AJUO ‘21nIN} 8U] Ul JN220-84 PINOD 19SSE SIY1
10 aseyound ayy 1eyy sjolpald Auedwod ayi ‘'sny] "aoud jaylew ay) ol Je|iuis pue a|qeuoseal s|jeyl aoud e yum Auedwo)) syl ‘leyaliy's wodj juswdinba
10 sposu sy 01 Buiploooe si Ayjenb syl se 1eyoliy's wody Juswdinbe soulo pue aunjuln) psziwoisno paeseyaind Auedwony syl - | 9F0 2011J0 paseyolnd Auedwon) sy | 9
{1yeq uorA)
sway jo sadA| ‘ON

Alligeucsesl pue AjssadsnN

swayl jo anjep

65



S.KIJCHAI ENTERPRISE

Public Company Limited

'201id 1oslew sy o} Je|iwis s| 2oud

Bullles ey pue sjqeloseal si We)l Jenoled eyy jey) sees pue UOREISPISUOS Ul sayE)] seepilwo) Bunpny eyl -

SEoNIWWO,) BUNIPNY 1O SUoUId0)

*A1SS209U By} JO U0 S| Way Jeinojued sy -

‘Auedwoo

ay) Jo 109(old uoisuedxa Ayoeded jo

-Auedwoo sosodind S|BUSIRW UONINIISUOD 10}
a1 Jo 108fcud uoisuedxs Ajoedes jo sesodind sjelsleWw UOONIISUOD 1o} poomAld S woll poomAld paeseyoind Auedwod) sy - 1000 poomAld paseyoind Auedwao)) sy | L
(1yeq uolN)
swa) jo sadA] ‘oN
Aljigeuoseal pue AlssaoaN swisll Jo anjep
1wedJad Gzl Jo uoniodoud Ul Jeployaleys e S| 1eyl siequiswl pieog Auedwo) ay) Jo Jayiow e pue quadlad Gz 0| Jo uonlodoid
ul Japjoyaleys e sl 1eyl slequiaw pleoq Auedwo) ay) Jo asnods abelew e s| alay] [endeo dn-pred poomA|d S Jo uoiuodoud usatad 0029
ul Jap|oyaleys e si 1By Jaquew pJeog s, Auedwo) ay JO 1SISuod pue Auedwo) a8y JO Siequisw pJeog pale(aJlaiul yim sajuedwod pajelal v suonejey
(.POOMAIJ'S,) PIT 0D poomAld'S '8
"salled pJjyy woly saoiales 0y Buedwos aq ueo jeyy Aoljod
apeJ] pUE S92 SOOIAISS UM S|gruOoSEal SI Wa)l JejnonJed ay] 1BY] S9es pUB UONEBISPISU0D 0ul S8y sasniuwo)) Bunipny ay| -
SSONWLI0,) BUNPNY Jo sUoUAQ
d

suolelado Hodxe

ssaulsng Auedwo)) 2y Jo AlISS208U U0 Paseg Indoo pInod 12yl ssauisng JeinBal woddns o) way ue s wal Jejnomed ay) - 10} iod e85 0} $pOob odsuen

sarued puyl s1e yaym sispiroid e21a1es uolepodsuel Jayio o Jejius st onsibo Buaey iyeyes puE ANuNoo ay) Ul siswolsno o)

10 $1800 uofjenodsuel) 8yl ‘esIaes ay) Jo sssulpeal pue eoud Buipiebsi siojoe) woli{ ‘Wodxs Joj uod ess o) spoob podsuen spoof 1odsuel o1 onsiBo Buoey

J0 S18WO0JSNO 2NsawWwop o) spoof podsuel) o) J0)o.l) Jo/pue ¥onl) eia spoob podsuel) o) sispiaoid 8ojaes padly Auedwo eyl - | 25°¢ [Meyes paiiy Auedwon) ay| ‘L
(1yeq uoliN)
swayl jo sadA] 'ON
Rljigeuoseal pue A)ssaoaN Slwisll Jo anfeAp
‘|lendeo dn-pred sonsibo Busey ieyes jo uonsodolid jusolad
00°09 Ul Jep|oyaJleys e sl ey Jequisw pJeod s,Auedulo) ay) JO 1SISU0D pue Auedwo) ay) Jo siequisWl pJeoq palejaiolul Yim seluedwod palejel yy  SUoNeoy
(.sonsibo Busepy iMeyes,) py7 0D sousibo Busery leyes L

66



Annual Report 2018

11.2 Measurements or approval process of related transactions

The Company has specified measurements and process of approval for related transactions. This is because to
engage in related transaction with individual who may encounter conflict will be taken into consideration and suitability
of the particular transaction from the Auditing Committees. This will prioritize the Company benefits as the main
importance. In case that the Auditing Committees is lack of experience in consideration of any related transactions (if
any), the Company will invite independent experts or the Company auditor will provide opinions regarding the related
transaction. This is to use to provide rational in align with opinions or the decisions of the Auditing Committees and/or

board members and/or shareholders, case by case.

11.3 Future tendencies to engage in related transactions

The Company may still need to continue to engage in related transactions with business and/or individual with
conflict in the future as the related transactions is a necessity and benefits the Company.

The related transaction with our subsidiary company, with at least own 50% by the company, is likely to occur in
the future on the continual basis. However, the board of directors of the company will obey the security law, rules &
regulations of the Stock Exchange of Thailand and the Federation of Accounting Professions (“FAP”) and with generally
accepted accounting principles in Thailand. Moreover, the company will consider the reasonable reason of the

transactions.
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12. Highlight of financial performance

12.1  Financial budget

Financial conditions

S.KIJCHAI ENTERPRISE

Public Company Limited

On 31 December 2016, 2017, and 2018

2016 2017 2018
List of items
Million baht % Million baht % Million baht %
Assets
Current assets
Cash and cash equivalent items 193.75 9.74 725.73 27.92 59.65 1.79
Trade and other receivables 38.20 1.92 29.54 1.14 56.75 1.70
Inventories 89.22 4.48 46.28 1.78 152.30 4.57
Other current assets 36.69 1.84 50.32 1.94 40.71 1.22
Total current assets 357.86 17.99 851.87 32.78 309.40 9.27
Non-current asset
Restricted bank deposits 512 0.26 517 0.20 5.21 0.16
Property, plant and equipment 1,621.54 81.50 1,596.47 61.43 3,002.39 90.00
Advanced payment for machine - - 141.02 5.43 5.10 0.15
Intangible assets-net 5.08 0.26 4.32 017 13.76 0.41
Other non-current asset - - 0.03 - 0.04 -
Total non-current assets 1,631.74 82.01 1,747.01 67.22 3,026.50 90.73
Total assets 1,989.60 100.00 | 2,598.88 | 100.00 3,335.90 100.00
Liabilities and shareholders' equity
Current liabilities
Overdrafts and short-term loan from financial
- - - - - 90.00 2.70
institutions
Trade and other payables 382.13 19.21 200.59 7.72 300.04 8.99
Debts that will mature in one year 204.72 10.29 0.12 - 142.86 4.28
Short-term debts from related parties - - - - - -
Advance received for goods 105.80 5.32 39.26 1.51 52.38 1.57
Other current liabilities 0.68 0.03 0.87 0.03 0.60 0.02
Total current liabilities 693.33 34.85 240.84 9.27 585.87 17.56
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2016 2017 2018
List of items
Million baht % Million baht % Million baht %

Non-current liabilities
Long-term loan from financial institutions 506.13 25.44 10.26 0.39 324.16 9.72
Long-term debts under financial leasing 0.12 0.01 - - - -
Deferred tax liabilities 50.79 2.565 67.22 2.59 23.55 0.71
Employee benefit obligations 2.70 0.14 2.39 0.09 3.28 0.10
Total non-current liabilities 559.74 28.13 79.87 3.07 350.99 10.52
Total liabilities 1,253.07 62.98 320.71 12.34 936.86 28.08
Shareholders' equity
Registered capitals 800.00 40.21 800.00 30.78 800.00 23.98
Issued and paid-up share capital 600.00 30.16 800.00 30.78 800.00 23.98
Premium on share capital - - 1,225.98 4717 1,225.98 36.75
Retained earnings

Appropriated - legal reserve 19.61 0.99 30.91 1.19 41.29 1.24

Unappropriated 116.92 5.88 221.29 8.51 331.77 9.95
Total shareholders' equity 736.53 37.02 2,278.17 87.66 2,399.04 71.92
Total liabilities and shareholders' equity 1,989.60 100.00 | 2,598.88 | 100.00 3,335.90 100.00
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Statement of Comprehensive Income

Ending on 31 December 2016, 2017, and 2018

S.KIJCHAI ENTERPRISE

Public Company Limited

(Unit: million baht)

2016 2017 2018
List of items Million Million Million
% % %

baht baht baht
Revenue from sales 1,477.69 99.03 1,566.15 98.77 1,540.08 98.02
Cost of sales (935.11) (62.67) | (1,060.18) (66.86) | (1,116.18) | (71.04)
Gross profits 542.58 36.36 505.96 31.91 423.89 26.98
Other income 14.48 0.97 19.46 1.23 31.13 1.98
Selling expenses (149.55) (10.02) (193.12) (12.18) (212.08) | (13.50)
Administrative expenses (87.33) (5.85) (66.08) (4.17) (74.58) (4.75)
Earnings before interest and tax (EBIT) 320.18 21.46 266.21 16.79 168.37 10.72
Financial costs (42.04) (2.82) (24.04) (1.52) (5.25) (0.33)
Earnings before tax 278.14 18.64 24218 15.27 163.12 10.38
Tax expenses (15.56) (1.04) (16.21) (1.02) 43.67 2.78
Net profit 262.58 17.60 225.96 14.25 206.79 13.16
Other profits - - 0.86 0.05 - -
Total profits 262.58 17.60 226.82 14.30 206.79 13.16

Profit per share
Current profit

Number of sold common shares and

weighted averages (value at 1.00 baht per

shares) (1 million shares)

262.58

600.00

Profit per shares (baht per share)

0.44
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Statement of cash flow

Ending yearly on 31 December 2016, 2017, and 2018

(Unit: million baht)

List of items 2016 2017 2018
Cash flows from operating activities
Profit before income tax 278.14 242.18 163.12
Adjustments to reconcile profit before income tax to net cash provided
by (used in) operating activities
Depreciation and amortization 107.01 116.95 136.05
Doubtful accounts 0.33 1.02 0.66
Loss from reduction of goods value (reversing entries) - - 0.01
(Profit) loss from unrealized exchange rates 0.50 0.64 (4.36)
Loss on write-off of assets - 1.14 (2.51)
Loss on impairment of assets 6.45 - -
Interest income (0.06) (2.02) (1.45)
Finance costs 41.67 24.39 9.46
Cash flow before changes in working capital 434.04 384.30 300.99
Changes in working capital (increase) or decrease
Trade and other receivables (0.39) 7.46 (28.09)
Inventories 22.58 42.94 (106.03)
Other current assets (2.41) (13.63) 9.61
Restricted bank deposits (0.06) (0.04) (0.05)
Change of operating activities assets increase or (decrease)
Trade and other payables 18.76 14.82 3.94
Advanced payments 83.36 (66.54) 13.12
Other current liabilities (0.08) (0.23) 0.66
Employees benefits 1.31 0.77 0.89
Cash received from operating activities 557.12 369.85 195.05
Interest received 0.06 2.02 1.45
Income tax payment - (0.03) (0.01)
Net cash from operating activities 557.18 371.84 196.48
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(Unit: million baht)

List of items 2016 2017 2018
Cash flow from investment activities
Purchase of plant and equipment (14.16) (69.31) (1,440.82)
Advanced payment for machine - (141.02) 135.93
Purchase of intangible assets (0.41) (0.04) (13.27)
Sale of assets - - 4.11
Net cash for investment activities (14.56) (210.37) (1,314.05)
Cash flow from financial activities
Overdrafts and short term loan from financial institutions increase or
(decrease) ) ) 2000
Received short-term loan from related parties - - -
Payment for short-term loan from related parties (15.78) - -
Received long-term loan from financial institutions - 101.76 456.75
Payment for long-term loan from financial institutions (197.64) (801.64) -
Payment for debts under financial leasing (0.67) (0.72) (0.12)
Received cash to increase common shares - 1425.98 -
Reduction of common shares (120.00) - -
Payment for dividend (36.56) (330.29) (85.92)
Payment for interests (41.74) (24.58) (9.22)
Net cash provided by (used in) financing activities (412.39) 370.51 451.49
Cash and cash equivalents (decrease) or increase — net 130.22 531.98 (666.08)
Cash and cash equivalents at the beginning of the year 63.52 193.75 725.73
Cash and cash equivalents on ending date 193.75 725.73 59.65
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12.2 Key financial statement analysis

Ending on 31 December 2016, 2017, and 2018

List of items 2016 2017 2018
Liquidity Ratio
Liquidity Ratio 0.52 3.54 0.53
Quick ratio 0.33 3.14 0.20
Cash ratio 0.91 0.8 0.48
Account receivable turnover 42.28 49.34 37.06
Average collection period (Day)“ (7.11) (9.37) (1.00)
Inventory turnover 14.38 28.3 16.56
Average stock period (Day) 25.03 12.72 21.74
Account payable turnover 10.13 11.66 10.84
Average payment period (Day) 35.55 30.86 33.20
Cash Cycle (Day) (17.63) (27.52) (12.46)
Profitability Ratio
Gross margin (percent) 36.72 32.31 27.52
Earning before interest, tax, depreciation and amortization ratio (percent) 28.63 23.07 17.68
Earning before interest and tax ratio (percent) 21.46 16.79 10.72
Cash ratio for profit margin (percent) 174.02 139.68 116.70
Net profit margin (percent) 17.60 14.25 13.16
Return On Equity : ROE (percent) 36.73 14.99 8.84
Efficiency Ratio
Return on assets: ROA (percent) 13.24 9.85 6.97
Return on permanent assets (percent) 2213 20.18 13.58
Return on current assets 0.75 0.69 0.53
Financial Policy Ratio
Debt to equity ratio 1.70 0.14 0.39
Interest Bearing debt to equity ratio 0.97 0.01 0.20
Interest coverage ratio 14.35 16.13 22.32
Cash basis 1.82 0.27 0.14
Dividend yield (percent)” 91.07 40.03 39.99
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Remarks:

1/Average collection period is calculate by (amount of period x average trade debtors/ proceeds of sales) — (amount of period x
advance payment for average product/proceeds of sales)

¥ The Company has also announced payment of dividend during interim of yearly retained earnings and business turnover of 6
months which end on 30 June 2016 for the total of 219.14 million baht (payment from retained earnings of 2015 which is 91.16
million baht and from business turnover in the period of 6 months that ended on 30 June 2016 which is equivalent to 127.98
million baht) The Company also pay dividend during interim from 3 months period for business turnover which ended on30
September 2016 and predict business turnover for 3 months period which ended on 31 December 2016 for the total of 111.15
million baht. And The Company has also announced payment of dividend the turnovers on the closing account ended on 31
December 2017 for the total of 85.92 million baht. And The Company has also announced payment of dividend the turnovers

on the closing account ended on 31 December 2018 for the total of 78.56 million baht.
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13. Management Discussion and Analysis

13.1 Overview of Operating Results

In 2018, the Company’s total revenues were 1,571.21 million baht, decreased of 14.39 million baht or 0.91% from
2017, due to higher sales volume and sales of products under CNF terms, but having an impact from appreciation of
Thai baht and the selling price at the year end declined from the last year. Most of the company's revenues come from

product sales which accounted for 98.02% of the total revenues.

13.1.1 Analysis of operating results according to revenue structure

1) Revenues from Sales

Revenue structure from overseas and domestic sales for 2017 and 2018

For the fiscal year ended December 31
Description 2017 2018
Mil. Bt. % Mil. Bt. %

Revenue from overseas sales
- MDF Board 1,529.93 97.69 1,503.25 97.61
Revenue from domestic sales

- MDF Board 36.22 2.31 36.83 2.39

Total revenue from sales 1,566.15 100.00 1,540.08 100.00

The Company posted sales revenue of 1,566.15 million baht and 1,540.08 million baht in 2017 and 2018
respectively, decreased of 1.66%. The main reason was an increased in sales volume and sales of products under CNF
term, but having an impact from exchange rate appreciation of Thai baht against US dollar from 2017 and the selling
price at the year end declined in the end of year 2018. Based on the volatile international market situation due to globally
political and commercial uncertainties, together with the revenue from the distributed new production line less than the
forecasted rate, it resulted in decreased sales revenue. Revenues are classified as overseas sales and domestic sales.

Most of sales revenue of the company comes from sales of MDF boards to overseas customers. In 2017 and
201 8, the proportion of sales of MDF boards to foreign countries accounted for 97.69% and 97.61 % of total sales
revenue respectively. As the overseas MDF Board markets are much larger than the domestic market, therefore, the
company place greater emphasis on conducting sales and marketing in overseas coutries. The company has customer
base across many regions around the world, including the Middle East and Asia.

Regarding domestic sales revenue, in 2017 and 2018, the company reported revenue of 36.22 million baht and
36.83 million baht from sales of MDF boards in Thailand, accounted for 2.31% and 2.39% of the total sales revenue of
the company, respectively. This is also because the company focuses on marketing and distribution in international
markets. As a result, the percentage of revenue from sales in the country was relatively small when compared with the

overseas sales of MDF Board.
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2) Other revenues
The company has other incomes from gains from electricity sales, gain from exchange rate, sales of by-
products from production and interest income. In 20 1 8, the company reported other income of 31.13 million baht. The
transactions incurred as the company sold excess electric power to nearby related companies, exchange gains and

sales of by-products from production such as woodchips and sawdust.

3) Costs and expenses

Costs and Expenses for 2017 and 2018

For the fiscal year ended December 31
Description 2017 2018
Mil. Bt. % Mil. Bt. %
Cost of sales (1,060.18) 78.92 (1,116.18) 79.27
Selling expenses (193.12) 14.37 (212.08) 15.06
Administrative expenses (66.08) 4,92 (74.58) 5.30
Financial costs (24.04) 1.79 (5.25) 0.37
Total costs (1,343.42) 100.00 (1,408.09) 100.00

In 2018, the company posted cost of sales of 1,116.18 million baht, increased of 56.00 million baht, and
accounted of 72.48% of total sales revenue. The mainreason was increased sales volumes together with slightly
increased production cost due to higher cost of energy .

Selling expenses increased significantly from the previous year of 18.96 million baht. This was mainly due to
higher transportation costs from increase in sales volume and sales of products under CNF term resulted in increase in
shipping costs.

In 2018, the administrative expenses increased of 8.50 million baht from 2017, mainly due to the general
administrative expense of MDF board capacity expansion project, which was carried out in the first nine months of the
year resulted in higher administrative expenses than the previous year. The capacity expansion project was completed
in the third quarter and started commercial production in the fourth quarter in 2018.

Financial costs declined significantly from last year of 18.79 million baht due to repayment of long-term loans,

which complied with the objectives of offering IPO of the company. As a result, the interest burden decreased.
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13.1.2 Financial position

1)

Total assets

The company's major assets as at December 31, 2017 and 2018

For the fiscal year ended December 31
Description 2017 2018
Mil. Bt. % Mil. Bt. %
Cash and cash equivalents 725.73 27.92 59.64 1.79
Trade and other receivables 29.54 1.14 56.75 1.70
Inventories — net 46.28 1.78 152.30 4.57
Property, plant and equipment — net 1,596.47 61.43 3,002.39 90.00
Advance payment for purchase of machine 141.02 543 510 0.15
Other assets 59.84 2.30 59.72 1.79
Total assets 2,598.88 100.00 3,335.90 100.00

As at December 31, 2017 and 2018, the company had total assets of 2,598.88 million baht and 3,335.90 million

baht respectively, representing an increase of 28.35%. The company's total assets comprised of property, plant and

equipment, which accounted for approximately 61.43% and 90.00% of the total assets of the Company in 2017 and

2018 respectively. Significant changes in total assets were as follows:

1.

Most of the cash and cash equivalent of the company are bank deposits, whereby cash and cash
equivalent was significantly decreased as the Company utilized the proceeds obtained from IPO and from
business operations to invest in capacity expansion in order to increase new production line completed in
the third quarter of 2018.

Trade receivables accounted for 90-95% of total trade and other receivables. Meanwhile, other receivables
of the company consisted of accrued revenue from electricity sales and sales of by-products etc.,
representing about 5% - 10% of total trade and other receivables.

The changes in the Company’s inventories was mainly due to changes of finished products and goods in
transit according to the quantity of products to be delivered and the time lag between the production
completion and product delivery cycle. In 2018, the Company’s net inventory was significantly increased
due to increased finished goods from boosted capacity.

Property, plant and equipment — net of the Company increased due to new production line completed in
the third quarter of 2018.

Advance payment for purchases of machine was significantly decreased as the machine vendors

successfully delivered machines for the additional production line.
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2) Total liabilities

The company's major liabilities as at December 31, 2017 and 2018

For the fiscal year ended December 31
Description 2017 2018
Mil. Bt. % Mil. Bt. %

Current liabilities

Trade and other payables 200.59 62.55 300.03 32.03
Liabilities due within one year 0.12 0.04 232.86 24.86
Advance payment for goods 39.26 12.24 52.38 5.59
Other current liabilities 0.87 0.27 0.60 0.06
Total current liabilities 240.84 75.10 585.87 62.54

Non-current liabilities
Long-term loans from financial institutions 10.26 3.20 324.16 34.60

Long-term liabilities under financial lease - - - -

Deferred income tax liabilities 67.22 20.96 23.55 2.51
Employee benefits obligation 2.39 0.75 3.28 0.35
Non-current liabilities 79.87 24.90 350.99 37.46
Total liabilities 320.71 100.00 936.86 100.00

As at December 31, 2017 and 2018, the Company posted total liabilities of 320.71 million baht and 936.86
million baht representing, a increase of 192.12%. Most of the company's liabilities in 2017 is trade and other liabilities,
accounted for approximately 60-65% of total liabilities. Meanwhile, in 2018, trade and other payables and loans from

financial institutions or about 90-95% of total liabilities. Significant changes in total liabilities were as follows:

1. Trade and other payables were increased from the previous year. The reason is that in the year 2018,
the payables of asset was increased as the company purchased machines to invest in capacity
expansion. Furthermore, the Company had some payment terms that had not yet been due, causing the
outstanding payables of asset

2. Liabilities due within one year and long-term loans from financial institutions were increased from 10.38
million baht to 557.02 million baht because the company asked for the loans from financial institutions
for the purpose of MDF wood board capacity expansion.

3. Deferred income tax liabilities was lowered to 64.96% as in 2018, the Company recognized deferred tax
assets. As the Company had annual loss during the beginning first production line operations, and had
the right to utilize the annual loss, that occurred during that period, as the expense to deduct from profit

that will be incurred after the corporate income tax exemption period.
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3)

As at December 31, 2017 and 2018, the company had total shareholders' equity of 2,278.18 million baht and

Shareholders' equity

Shareholders' equity of the company as at December 31, 2017 and 2018

For the year ended
Description
December 31
(Unit: Mil. Bt.) 2017 2018
Share capital
Registered capital 800.00 800.00
Issued and paid-up share capital 800.00 800.00
Premium on share capital 1,225.98 1,225.98
Retained earnings (loss)
Appropriated - legal reserve 30.91 41.29
Unappropriated 221.29 331.77
Total shareholders' Equity 2,278.18 2,399.04

2,399.04 million baht, respectively, representing an increase of 5.30%. The main reason was that the company's

retained earnings increased from the operating results in 2018. Therefore, the appropriated profits - legal reserve and

unappropriated profits increased from last year.

4)

Liquidity
1. Cash flow

Description For the year ended December 31
(Unit: Mil. Bt.) 2017 2018
Cash and cash equivalents at the beginning of the year 193.75 725.73
Net cash provided by operating activities 371.84 196.48
Net cash used in investing activities (210.37) (1,314.05)
Net cash used in financing activities 370.51 451.49
Cash and cash equivalents at the end of the year 725.73 59.65

The company's net cash flow from operating activities for the years ended December 31, 2017 and 2018 was
371.84 million baht and 196.48 million baht respectively. Change in cash flow from the operating activities is due to the
following reasons: 1) Earnings before income tax was decreased from Baht appreciation and the declined selling price
in the end of 2018 by the volatile international market situation due to globally political and commercial uncertainties. 2)
Changes of revolving fund in part of invetory which was increased from the previous year. This was a consequence of
increased production from the increased capacity.

The company has used net cash flow for investing activities of 210.37 million baht and 1,314.05 million baht for
the years ended December 31, 2017 and 2018 respectively. Changes of cash flow used in said investment activities in
both 2017 and 2018.The Company expanded an additional invested production line copmpleted in the third quarter of
2018.
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The Company has used net cash flow for financing activities for the year ended 31 December 2017 and 2018 of
370.51 and 451.49 million baht respectively. Changes of such cash flow was increased in 2017 due to the Company’s

long-term loans for investment in an additional production line expansion.

2. Liquidity Ratio

Description 2017 2018 Increase/Decrease
(Liquidity Ratio)
Liquidity ratio (times) 3.54 0.53 (3.01)
Quick ratio (times) 3.14 0.20 (2.94)
Cash flow liquidity ratio (times) 0.80 0.48 (0.32)

As of 31 December 2017 and 2018, the Company has decreased liquidity ratio and quick ratio due to decreased
cash and cash equivalent, which were used for investment in capacity expansion project, as well as increased trade
and other payables due to higher purchase of raw materials for supporting higher capacity and increased Liabilities due
within one year due to long-term loans for investment in capacity expansion project.

Cash flow liquidity ratio was lowered than the previous year due to decreased net cash provided by operating

activities together with increased current liabilities from the trade and other payables and liabilities due within one year.

3. Other important ratios

Profitability ratio and efficiency ratio

Description 2017 2018 Increase/Decrease

Profitability Ratio

Gross profit margin (%) 32.31 27.52 (4.79)
Operating profit margin (%) 16.79 10.72 (6.07)
Net profit margin (%) 14.25 13.16 (1.09)
Return on equity (%) 14.99 8.84 (6.15)

Efficiency Ratio
Return on assets (%) 9.85 6.97 (2.88)

Return on fixed assets (%) 20.18 13.58 (6.60)

Profitability Ratio

- Gross profit margin and operating profit margin decreased because of the major reason as follow:
1) decreased sales revenue due to the declined selling price in the end of 2018 as well as the
appreciation of Thai bath, despite the increased sales volume and sales of products under CNF
terms 2) Increased cost of sales due to increased sales volume and higher cost of raw materials,
together with slightly increased production cost from higher energy consumption. 3) Increased cost

of export due to higher sales volume and shipping cost from sales of products under CNF terms.
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The company posted lower net profit margin due to higher cost of sales and export expenses due
to increase in prices of raw materials and sales volume. In addition, the declined selling price in the
end of 2018 and as a result of Thai baht appreciation against the US dollar, the company's revenues
in the form of Thai baht decreased. However, during the fourth quarter of 2018, the Company
recognized the tax revenue. As the Company had annual loss during the beginning of first
production line operations, and had the right to utilize the annual loss, that occurred during that
period, as the expense to deduct from profit that will be incurred after the corporate income tax
exemption period. This resulted in slightly decreased the Company'’s net profit.

Return on equity decreased due to increased shareholders' equity. Based on increased retained
earnings, increased registered capital and increased paid-in capital in excess of par as the

Company issued the ordinary shares to the public on 26 September 2017.

Efficiency Ratio

Return on assets and Return on fixed assets was decreased as the company had more total assets
in 2018 compring with 2017 from the investment in expansion of ad additional production line
completed in the third quarter of 2018. This resulted in increased fixed assets of the company.

Moreover, the decreased Company’s net profit resulted in decreased return on assets.

Financial Policy Ratio

Description 2017 2018 Increase/Decrease

Financial Policy Ratio

Debt to equity ratio (times) 0.14 0.39 0.25
Interest coverage ratio (times) 16.13 22.32 6.19
Coverage ratio (times) 0.27 0.14 (0.13)
Dividend payout ratio 40.03 39.99 (0.04)

Debt to equity ratio was increased due to investment in capacity expansion project in which
partial amount of loans from financial institutions were used. This caused higher long-term loans
and liabilities due within one year. However, the debt to equity ratio of the company was still
considered in the low level.

Interest coverage ratio was increased as in late 2017, the Company repaid the long-term loans used
for the first production line investment, which was in accordance with the purpose of using proceeds
obtained from the public ordinary shares issuance. Even though in 2018, the Company requested
for the loans for capancity expansion project, but utilized money in the less amount than the first
production line investment. The interests to be paid were therefore decreased and the Company

had the increased interest coverage rate.
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- Coverage ratio declined due to decreased net cash derived from decreased business operations
of the Company as of 2018. The Company had the net cash for more investment activities from an
additional production line expansion. This resulted in decreased cash basis.

- Regarding dividend payout ratio, the Board of Directors' meeting held on February 27, 2019
resolved to distribute dividend of 0.0982 baht per share, totaling 78.56 million baht, representing

dividend payout ratio of 39.99%.

13.1.3 Remuneration to Auditors

The company has paid the following remunerations to auditors:

(Unit: Million Baht)

Fiscal Year Audit Office Audit fees Other service fees Total
2017 Siam Truth Audit Co., Ltd. 1.70 0.52 2.22
2018 Siam Truth Audit Co., Ltd. 1.80 0.29 2.09

13.1.4 Investment expenses in 2018

1. "Production Capacity Expansion Investment" project, which increased additional capacity of 260,000 cubic
meters per year and completed in the third quarter of 2018.

2. Investment Project of the subsidiary for adhesive and chemical production in value of 300 million baht is
expected to start commercial production in the beginning of 2020.

Sources of investment

1. Offering of 200,000,000 shares in IPO
2. Incomes from the operation

3. Loans from financial institutions.
4.

Investment fund from the Parent company.

13.1.5 Long-term debt

As of 31 December 2017 and 2018, the Company had long-term loans from financial institutions (including the
amount due within one year) equal to 10.39 and 467.01 million baht respectively. The loans from financial institutions
added in 2018 was a result of MDF wood board capacity expansion project completed in the third quarter of 2018 in

which partial amount of long-term loans was used for investment.

13.2 Factors affecting future operating results

As most of the company's sales revenue comes from overseas markets, therefore, the important factors affecting
the change of the company's sales are as follows: (1) Sales volume of MDF Board in various regions, which are major
markets including the Middle East, Southeast Asia and East Asia, may increase or decrease according to the demand
for MDF boards at different periods. (2) Selling prices are in US dollar which is the main currency used by the company.
Prices in US dollars are varied from market to market, depending on the demand for MDF Boards and competition
among MDF board exporters and manufacturers in different countries. As well as the global political and commercial

situation that may impact the demand for the product. (3) Exchange rate, as most of the company's sales came from
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exports to overseas countries, almost all of the company's sales are in US dollars. Therefore, assume that prices in the
world market remain unchanged, if Thai baht has depreciated against the US dollar, the company's sales revenue in
Thai baht would increase. On the other hand, if Thai baht has appreciated against the US dollar, the company's sales
revenue in Thai baht would decrease.

Prices of raw materials used in production, such as wood, adhesives and other chemicals etc. are costs which
are major factors affecting increase or decrease of production costs. The prices of such costs are in line with market
demand and fluctuations in global oil prices which may lead to higher raw material costs and cost of sales accordingly.
Nonetheless, the company can effectively manage production costs and implement raw material utilization plan in order

to maintain operating results of the company to be in satisfactory level.
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Board of Directors’ Responsibility to the Financial Statement Report

Board of Directors of S.Kijchai Enterprise Public Company Limited are accountable for financial statement of
S.Kijchai Enterprise PLC., including financial information demonstrated in annual report. Such financial report is
consistent with generally acceptable accounting standard, where selected accounting policy is proper and applicable
regularly, based upon judicious discretion and optimum estimation in operating procedure, as well exposure of important
information sufficient to footnotes of financial statement

The board provides and maintains effective internal control to ensure that accounting record process is
accurate, complete and adequate to keep assets, and to acknowledge the weakness to prevent possible fraud or
significant unusual operation. For this reason.

To provide an ongoing review of the company’s internal control system and examine the Company’s
operations on the regular basis, the Board of Directors has appointed the Audit Committee that consists of independent
directors to oversee and ensure the quality, effectiveness and reliability of the Company’s internal control and
examination operations.

Based on board’s opinion, internal control of S.Kijchai Enterprise Public Company Limited is relatively
satisfactory, and convince reliability on company financial statement and its subsidiaries as at ended 31 December

2018.
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S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED
FINANCIAL STATEMENTS AND AUDITOR’S REPORT

FOR THE YEAR ENDED DECEMBER 31, 2018
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AUDITOR’S REPORT
To the Shareholders of S.Kijchai Enterprise Public Company Limited
Opinion

I have audited the accompanying consolidated and separate financial statements of S.Kijchai Enterprise
Public Company Limited and its subsidiary (“the Group™) and of S.Kijchai Enterprise Public Company
Limited (“the Company™) , respectively, which comprise the consolidated and separate statement of
financial position as at December 31, 2018, the consolidated and separate statement of comprehensive
income, changes in sharcholders™ equity and cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies.

In my opinion, the accompanying consolidated and separate financial statements present fairly, in all
material respects, the consolidated and separate financial position of S.Kijchai Enterprise Public
Company Limited and its subsidiary and of S.Kijchai Enterprise Public Company Limited as at December
31, 2018, and their consolidated and separate financial performance and cash flows for the year then
ended in accordance with Thai Financial Reporting Standards.

Basis for Opinion

I conducted my audit in accordance with Thai Standards on Auditing. My responsibilities under those
standards are further described in the Auditor’s Responsibilitics for the Audit of the Consolidated and
Separate Financial Statements section of my report. [ am independent of the Group and the Company in
accordance with the Code of Ethics for Professional Accounts issued by the Federation of Accounting
Professions that are relevant to my audit of the consolidated and separate financial statements, and [ have
fulfilled my other ethical responsibilities in accordance with these requirements. 1 believe that the audit
evidence [ have obtained is sufTicient and appropriate to provide a basis for my opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, were of most significance in my
audit of the consolidated and separate linancial statements of the current period. These matters were
addressed in the context of my audit of consolidated and separate the financial statements as a whole, and
in forming my opinion thereon, and 1 do not provide a separate opinion on these matters.
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The key audit matter

Audit procedures

Recognition of revenue from sale

The Company has from  mostly
international sales, which are significant high value
transaction. Due to sale transaction has a variety of
delivery terms and revenue recognition which
affected to the risk relating to the proper period of
revenue recognition corresponding to its delivery
terms. For the year ended December 31, 2018, the
revenue from sales is of Baht 1,503.25 million.

revenuc

1 have identificd the revenue from sales to be the
key audit matters as its high value is significant to
the financial statements.

Other than making the inquirics, the audit

procedures  for

revenue from sales included

sampling test as follows:

assessing the efficiency and test of

internal control relates to the sales
system;
inspecting sale documents occurred

during the year to consider the delivery
term and the proper period of revenue
recognition;

sale cut-off with sale documents nearby
before and after end of reporting period,
inspecting credit notes issued after
reporting period,;

reviewing the adjustments relating to
sale after reporting period.

Purchiase of raw material from related parties

The Company has purchased raw materials from 2
related parties, which is significant high value
transaction. Purchase transaction involves a variety
of type and quality of raw materials which afTeets to
a risk of purchase price comparison form other
suppliers, that are the same size, type and quality of
raw materials. For the year ended December 31,
2018, purchase of raw material from related parties
is totaled of Baht 123.49 million as disclosed in
note 4.

1 have identified the purchase of raw material from
related parties to be the key audit matters as its high
value is significant to the financial statements as a
whole. The mentioned raw  materials  purchase
transactions at fair value are able to compare with
others and no impact on reliability.

Other than making the inquiries, the audit
procedures for purchase of raw material from
related parties included sampling test as follows:

assessing the efficiency, and test of

internal control for purchase system
relating to purchase price comparison
which are daily notified at factory;
inspecting purchase documents occurred
during the year by comparing raw
materials price purchased in the same
period, which are the same of quantity,
type and quality.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report of the Group, but does not include the consolidated and separate financial
statements and my auditer’s report thercon. The annual report of the Group is expected to be made

available to me after the date of this auditor’s report.

My opinion on the consolidated and separate financial statements does not cover the other information

and | do not express any form of assurance conclusion thereon.

o]
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In connection with my audit of the consolidated and separate financial statements, my responsibility is to
read the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated and separate financial statements or my knowledge obained in the
audit or otherwise appears to be materially misstated.

When I read the annual report, if 1 conclude that there is a material misstatement therein, T am required to
communicate the matter to those charged with governance for correction of the misstatement,

Responsibilitics of Management and Those Charged with Governance for the Consolidated and
Separate Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated and separate
financial statements in accordance with Thai Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated and separate financial
statements that are free from material misstatement, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements

My objectives are to obtain reasonable assurance about whether the consolidated and separate financial
slalements as a whole are free from material misstatement, whether due to fraud or error, and 1o issue an
audlitor’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
malterial misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated and separate financial statements.

As part of an audit in accordance with Thai Standards on Auditing, 1 exercise professional judament and
maintain professional skepticism throughout the audit. 1 also:

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

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

® [Evaluate the appropriateness of accounting policies used and the rcasonableness of accounting
estimates and related disclosures made by management.
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e  Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s and the Company’s ability to
continue as a going concern. If I conclude that a material uncertainty exists, | am required to draw
altention in my auditor’s report o the related disclosures in the consolidated and separate
financial statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor’s report. However, future
cventstor conditions may causc the Group to cease to continue as a going concern.

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

® Obtain sufficient appropriate audit evidence regarding the financial information of the Group and
business activities within the Group to express an opinion on the consolidated financial
statements. 1 am responsible for the direction, supervision and performance of the Group audit. |
remain solely responsible for my audit opinion.

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

1 also provide those charged with governance with a statement that 1 have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on my independence. and where applicable, related safeguards.

From the matters communicated with those charged with governance, | determine those matters that were
of most significance in the audit of the consolidated and separate financial statements of the current
period and are therefore the key audit matters. 1 describe these matters in my auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, |
determine that a matter should not be communicated in my report beeause the adverse consequences of
doing so would reasonably be expected 10 outweigh the public interest benefits of such communication.

Bunjong Pichayaprasat
Certified Public Accountant
Registration No.7147

Siam Truth Audit Company Limited
Bangkok, February 27, 2019

89



S.KIJCHAI ENTERPRISE

Public Company Limited

S.KLJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND I'TS SUBSIDIARY

STATEMENT OF FINANCIAL POSITION

AS AT DECEMBER 31,2018 Bairt
Consolidated Separate
financial statements financial statements
Note 2018 2018 2017
Assets
Current assets
Cash and cash cquivalents 5 59,646,003 42,549 469 725,728,071
Trade and other receivables 4,0 56,749,143 56,749,149 29,542,645
Inventories 7 152,296,541 152,296,541 46.279,506
Other current assets 40,706,998 40,656,488 50,521,109
Total current assets 309,398,685 292,251,647 851,871,331
Non-current asscts
Restricted bank deposits 8 5,213,837 5,213,837 5.167.792
Investment in subsidiary 4,9 - 49,999,980 -
Property. plant and equipment 4,10 3,002,390,899 2,970.236.811 1.596.470.843
Advance payment for purchase of assets 5,097,263 5,097,263 141.022.893
Intangible assets 11 13,758,821 13.758.821 4319301

Other non-current assets
Total non-current assets

Total assets

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

42,898 42,842 28,376
3,026,503,718 3,044,349,554 1,747,009,205
3,335,902,403 3,336,6(1,201 2,598,880,536

90



Annual Report 2018

S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY

STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2018

Bat

Note

Consolidated

financial statements

Separate

financial statements

Liabilities and sharcholders’ equity
Current liabilitics
Short-term loans from financial institution
Trade and other payables
Current portion of liabilities
Advance received for goods
Other current liabilities
Total current liabilities
Non-current liabilitics
Long-term loans from financial institution
Deferred tax liabilities
Employee benefit obligations
Total non-current liabilities
Total liabilities
Shareholders' equity
Share capital
Authorized share capital
800,000,000 ordinary shares, Baht | par value
Issued and paid-up share capital
800,000,000 ordinary shares, fully paid-up
Premium on share capital
Retained earnings
Appropriated - legal reserve
Unappropriated
Total sharcholders' equity

Total liabilities and sharcholders' equity

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

2018 2018 2017
12 90,000,000 90,000,000 -
4,13 300,035,746 299,937,582 200,587,311
14 142,856,000 142,856,000 124,724
52,381,810 52,381,810 39,258,063
600,064 600,064 869,318
585,873,620 585,775,456 240,839,416
1S 324,157,342 324,157,342 10,261,009
16 23,548,690 23,548,690 67,215,514
17 3.282,922 3.282.922 2,390,600
350,988,954 350,988,954 79,867,123
936,862,574 936,764,410 320,706,539
8
$00.000.000 $00.000.000 800,000,000
$00.000.000 £00.,000.000 800,000,000
18 1.225.977.750 1.225.977,750 1,225,977.750
19,20
41,288,983 41,288,983 30,909,843
331,773.096 332.570,058 221,286,404
2,399.039,829  2,399,836,791 2,278,173,997
3,335902,403 3,336,601,201 2,598,880,536
[
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S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY

STATEMENT OF COMPREHENSIVE INCOME

FORTHE YEAR ENDED DECEMBER 31, 2018 Balt
Consolidated Separate
financial statements financial statements
Note 2018 2018 2017

Revenue from sales 4 1,540,078,485 1,540,078,485 1,566,147,272
Cost of sales 4,21 (1,116,184,276)  (1,116,184,276)  (1,060,183,883)
Gross profit 423,894,209 423,894,209 505,963,389
Other income 4 31,131,580 31,125,972 19,457,025
Selling expenses 4,21 (212,080,470) (212,080,470) (193,122,540
Administrative expensces 4,21 (74,579,323) (73,776,753) (66.084,975)
Finance costs 22 (5,246,988) (5,246,988) (24,036,412)
Profit before income tax 163,119,008 163,915,970 242,176,487
Tax income (expense) 23 43,666,824 43,666,824 (16,214,594)
Profit for the year 206,785,832 207,582,794 225,901,893
Earnings per share 3
Basic earnings per share 0.26 0.26 0.35
Weighted average number of ordinary shares (shares) 800,000,000 800,000,000 653,150,685
Other comprehensive income:
Items that will never be reclassified to profit or loss
Defined benefit plan actuarial gains 17 . . 1.071.977
Income tax relating to ftems that will never be

reclassified to profit and loss _ 3 - - (214.395)
Other comprehensive income - net of tax - - 857,582
Total comprehensive income 206,785,832 207,582,794 226,819,475

The accompanying notes are an integral part ol these linancial statements. 7
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S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND ITS SUBSHMNARY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018 Rualtt
Consolidated Separate

financial statements financial statements

i 2018 2018 2017
Cash flows from operating activities
Profit before income tax 163,119,008 163,915,970 242,176,487
Adjustments to reconcile profit before income tax

to cash generated (paid) from operating activities

Depreciation and amortization 136,050,787 136,050,787 116,949,138
Doubtful accounts 660,258 660,258 1,016,534
[.oss on devaluation of inventorics 11,511 11,511 -
Unrealized (gain) loss on exchange rate (4,363,152) (4.363.152) 638,370
Gain (loss) on disposal and writen-off of asscts (2.505.585) (2,505,585) 1,141,766

Interest income

Finance cosls

Cash flow before changes in working capital
Changes in working capital
Trade and other receivables
Inventorics

Other current assets

Restricted bank deposits

Trade and other payables
Advance reecived for goods
Other current liabilities

Employee benelit obligations
Cash generated from operations
Interest received

Income tax paid

Net cash provided by operating activities

I'he accompanying notes are an integral part of these financial statements.

(1,446.663) (1.446,663) (2.018.985)
9.461.838 9.461.838 24.394.867

300,988,002 301,784,964 384,298,177

(28,089.874) (28.089.880) 7.462348

(106,028.547)
9,008,913

(46.045)
3,939.852
13,123,747

(106.028.547)
9,659,423

(46.045)
3.841.688
13,123.747

42,944,308

(13.628.559)

(45.638)
14.817.167

(66.539,032)

659.809 659.809 (228.065)
892,322 892,322 766.601
195,048,179 195,797,481 369,847,307
1,446,663 1.446.663 2.018.985

(14.522) (14.466) (27.744)
196,480,320 197,229,678 371,838,548

10
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S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018 Baht
Consolidated Separate
financial statements financial statements
: 2018 2018 2017
Cash flows from investing activities
Investment in subsidiary - (49,999,980) -
Purchase of property plant and equipment (1.440.819.391) (1,408,665,303) (69,309,036)
Advance payment for purchase of assets 135,925,630 135,925,630 (141,022,893)
Purchase of intangible assets (13.260,780) (13,2606,780) (39,550)
Sale of assets 4,105,775 4,105,775 -
Net cash used in investing activities (1,314,054,766) (1,331,900,658) (210,371,479)
Cash flows from financing activitics
Increase in short-term loan from financial institution 90,000,000 90,000,000 -
Proceeds from long-term loans from financial institution 456,752,333 456,752,333 101,763,000
Repayment for long-term loans from financial institution - - (801,636,072)
Repayment for liabilitics under finance leases (124,724) (124,724 (718,857)
Cash received from increase in ordinary shares 1,125,977,750
Dividend paid (85.920.000) (85.920,000) (330,294,600)
IFinance costs paid (9,215,231 (9,.215.231) (24,579.,499)
Net cash provided by financing activitics 451,492,378 451,492,378 370,511,722
Net increase (deerease) in cash and cash equivalents (666,082,068) (683,178,602) 531,978,791
Cash and cash equivalents at the beginning of the year 725,728,071 725,728,071 193,749,280
Cash and cash equivalents at the end of the year 59,646,003 42,549,469 725,728,071

The accompanying notes are an integral part of these financial statements.
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S.KIJCHAI ENTERPRISE PUBLIC COMPANY LIMITED AND ITS SUBSIDIARY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2018

1.

GENERAL INFORMATION

S.Kijchai Enterprise Public Company Limited (“the Company™) is incorporated in Thailand and has
its registered office at 99/9 Moo 7, Huay-yang, Klaeng, Rayong.

The Company was listed on the Stock of Exchange of Thailand on September 26, 2017.

The Company and its subsidiary (“the Group™) has their principal activity is manufacture and selling
Medium Density Fiber Board (“MDF”).

The financial statements have been approved for issue by the Board of Directors of the Company on
February 27, 2019,

BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements are prepared in accordance with Thai Financial Reporting Standards
(“TFRS™), including the related interpretations and guidelines promulgated by the Federation of
Accounting Professions (“FAP™) and the financial reporting requirements of the Securities and
Exchange Cominission.

The FAP has issued the notifications, mandating the use of Thai Accounting Standards (“TAS™),
Thai Financial Reporting Standards (“TFRS™), Thai Standard Interpretations (“TSIC™), Thai
Financial Reporting Interpretations (“TFRIC™) (revised 2017) and Accounting Guidance (“AG”),
which are effective for the financial statements, which its accounting period beginning on or after
January 1. 2018.

During the year, the Group have adopted new and revised TIFRS which are elfective for the
accounting period beginning on or after January 1, 2018. These TFRS were aimed at alignment with
the corresponding International Financial Reporting Standards, with most of the changes directed
towards revision and clarification of interpretations and accounting guidance and disclosures in the
notes to financial statements to users of TFRS. The adoption of these TFFRS does not have any
significant impact on the financial statements of the Group.

The financial statements are presented in Thai Baht, which is the Group’s functional currency. The
preparation of these financial statements is in Thai and English language and issued for Thai
reporting purposcs.

The preparation of the financial statements in conformity with Thai Financial Reporting Standards
(“TFRS™) requires management to make judgments, estimates and assumptions that affect the
application of policies and reported amounts ol assets, liabilities. income and expenses. The
estimates and associated assumptions are based on historical expericnce and various other factors
that are believed 1o be reasonable under the circumstances, the results of which form the basis of
making the judgments about carrying amounts of assets and liabilitics that are not readily apparent
from other sources. Subsequent actual results may differ from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised, il the revision
affects only that period, and in the period of the revision and future periods, if the revision affects
both current and future periods. '
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BASIS OF PREPARATION OF THE CONSOLIDATED FINANCIAL STATEMENTS
The consolidated financial statements consisted of the [inancial statements of the Group as follow:
Percent

Percentage of holding

Subsidiary [Located in Business type December 31,2018
S.Kleber Chemical Co., Ltd. Thailand Manufacture glue and chemical o100

All significant intercompany transactions and accounts are eliminated in preparing the consolidated
financial statements.

The preparations of the consolidated financial statements have been based on the same accounting
policies for the same or similar accounting transactions or accounting events.

Subsidiary is an entity controlled by the Company. The Company is deemed to have control over an
investee or subsidiary if it has rights, or is exposed, to variable returns from its involvement with the
investee, and it has the ability to direct the activities that significantly affect the amount of its returns.
The financial statements of subsidiary arc included in the consolidated financial statements from the
date that control commences until the date that control ceases.

New and revised Thai Financial Reporting Standards not yet effective

During the year, the FAP issued a number of revised and new financial reporting standards and
interpretations (revised 2018) including new accounting guidance, which are effective for liscal years
beginning on or after 1 January 2019. These financial reporting standards were aimed at alignment
with the corresponding International Financial Reporting Standards with most of the changes
directed towards revision and clarification of interpretations and accounting guidance and disclosures
in the notes to financial statements to users ol TFRS.

The financial reporting standard TFRS 15 Revenue from Contracts with Customers, which is
effective for fiscal years beginning on or after January 1, 2019, and a set of 5 financial reporting
standards related to financial instruments, which are effective for fiscal years beginning on or after ]
January 2020. Key principles of these standards are summarised below.

TFRS 15 Revenue from Contracts with Customers

TFRS 15 establishes a comprehensive framework for determining the revenue recognition at an
amount that reflects the consideration to which the Group expects to be entitled in exchange for
transferring goods or services. Revenue should be recognized when (or as) the Group transfers
control over goods or services to a customer. measured at the amount to which the Group expects to
be entitled.

This TFRS replaces the existing revenue recognition standards as follows:
- TAS 11 (revised 2017) Construction Contracts,
- TAS 18 (revised 2017) Revenue,
- TSIC 31 (revised 2017) Revenue-Barter Transactions Involving Advertising Services,
- TFRIC 13 (revised 2017) Customer Loyalty Programmes,
- TFRIC 15 (revised 2017) Agreements for the Construction of Real Estate, and
- TERIC 18 (revised 2017) Transfers of Assets from Customers.
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Thai Financial Reporting Standards related to financial instruments

The set of TFRSs related to financial instruments consists of five TAS, TFRS and TFRIC as follow:
- TAS 32 Financial Instruments: Presentation
- TFRS 7 Financial Instruments: Disclosures
- TFRS 9 Financial Instruments
- TFRIC 16 Hedges of a Net Investment in a Foreign Operation
- TFRIC 19 Extinguishing Financial Liabilities with Equity Instruments

These TFRSs related to financial instruments make stipulations relating to the classification of
linancial instruments and their measurement at fair value or amortised cost (taking into account the
type of instrument, the characteristics of the contractual cash flows and the Group’s business model),
calculation of impairment using the expected credit loss method, and hedge accounting. These
include stipulations regarding the presentation and disclosure of financial instruments.

This TFRS replaces the TAS, TFRS, TSIC and accounting guidance (“AG”) as Tollows:
- TAS 101 Bad and Doubtful Debts
- TAS 103 Disclosures in the Financial Statements of Bank and Similar Financial Institutions
- TAS 104 (revised 2016) Accounting for Troubled Debt Restructuring
TAS 105 (revised 2016) Accounting for Investment in Debts and Equity securitics
TAS 106 Accounting for Investment Companies
- TAS 107 (revised 2016) Financial Instruments: Disclosure and Presentation
TSIC for Asset Transferred by Debtors for Debt Settlement
- AG for derecognition of financial assets and financial liabilities
- AG for insurance business to designation of financial instruments at fair value through profit
or loss

At present, the management of the Group is evaluating the impact of this standard to the [(inancial
statements in the year when it is adopted.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The measurement bases used in preparing the financial statements

Other than those disclosed clsewhere in the summary of significant accounting policies and other
notes to the linancial statements, the financial statements are prepared on the historical cost basis.

Revenues

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

Revenue is recognized in the statement of comprehensive income when the significant risks and
rewards of ownership have been transferred to the buyer. No revenue is recognized if there is
continuing management involvement with the goods or there are significant uncertainties regarding
recovery ol the consideration due, associated costs or the probable return of goods.

Revenues from services are recognized when services are rendered,

Interest income

Interest income is recognized as income on an accrual basis, based on the effective rate method.

Other income

Other income is recognized on an accrual basis.

99



S.KIJCHAI ENTERPRISE
Public Company Limited

Expenses
Operating leases

Payments made under operating leases are recognized in the statement of comprehensive income on
a straight-line basis over the term ol the lease. Lease incentives received are recognized in the
statement of comprehensive income as an integral part of the total lease payments made. Contingent
rentals are charged to the statement of comprehensive income in the accounting period in which they
are incurred. d

IFinance costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of the respective assets. All other borrowing costs are expensed in the period they
are incurred. Borrowing costs consist of interest and other costs that an entity incurs in connection
with the borrowing of funds.

The interest component of finance lease payments is recognized in the statement of comprehensive
income using the effective interest rate method.

Expenses are recognized on an accrual basis.
Employee benefits
Short-term benefits

The Group recognizes salarics, wages. bonus and social security contribution as expenses when
incurred.

Post-employment benefits — defined contribution plan

The Group operates a provident fund that is a defined contribution plan. The assets of which are held
in a separate trust fund. The provident fund is funded by payments from employees and the Group.
Contributions to the provident fund are charged to the statement of comprehensive income in the
period to which they relate.

Post-employment benefits — defined benefit plan

The employee benefit obligations in relation 1o the severance payment under the labor law are
recognized as a charge to results of operations over the employee’s service period. It is calculated by
the estimation of the amount of future benefit to be carned by the employee in return for the service
provided to the Group threugh the service period up 1o the retirement age and the amount is
discounted to determine the present value. The reference discount rate is the yield rate of government
bonds as at the reporting date. The calculation is based on the actuarial technique using the Projected
Unit Credit Method.

When the employee benefits are improved, the portion of the increased benefit relating to past
service rendered by employee is recognized in the statement of comprehensive income on a straight-
line basis over the average period until the benefits become vested.

vains (losses)

o

When the actuarial assumptions are changed, the Group recognizes actuarial
immediately in other comprehensive income.
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Termination benefits

The Group recognizes termination benefits as a lability and expense when the Group terminates the
employment of an employee or group of employees before the normal retirement date.

Income tax

Income tax expense for the year comprises current and deferred tax. Current and deferred tax are
recognized in profit or loss except 1o the extent that they relate to items recognized directly in
sharcholders’ equity or in other comprehensive income.

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

Deferred tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

Deferred tax is measured at the tax rates that are expected 1o be applied to the temporary differences
when they reverse, using tax rates enacted or substantively enacted at the end of reporting period
date.

In determining the amount of current and deferred tax, the Group takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. The Group believes
that its accruals for tax liabilitics are adequalte for all open tax years based on its assessment of many
factors, including interpretations ol tax law and prior expericnce. This assessment relies on estimates
and assumptions and may involve a series of judgements about future events. New information may
become available that causes the Group 1o change their judgement regarding the adequacy of existing
tax liabilities; such changes to tax liabilities will impact tax expense in the period that such a
determination is made.

Deferred tax assets and liabilities arce offset if there is a legally enforceable right to offset current tax
assets and liabilities, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different tax entities, but they intend to settle current tax liabilitics and assets on
a nct basis or their tax assets and Labilitics will be realized simultancously.

A deferred fax assct is recognized to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilized. Delerred tax assets are reviewed at
the end of reporting period date and reduced to the extent that it is no longer probable that the related
tax benefit will be realized.

Cash and cash equivalents

Cash and cash equivalents are cash on hand. current deposits and savings deposits, cash at bank with
an original maturity of 3 months and short-term investments with high liquidity excluded deposits at
bank on obligation.

Trade and other receivables

Trade and other receivables are stated at their invoice value less allowance for doubtful accounts.

The Group records allowance Tor doubtful accounts that is provided for the estimated losses that may
be incurred in collection of receivables.

16
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In determining an allowance for doubtful accounts, the management nceds to make judgment for
estimated losses for cach outstanding debtor. The allowances for doubtful accounts are determined
through a combination of analysis of debt aging, collection experience, and taking into account
change in the current economic conditions. However, the use of different estimates and assumptions
could affect the amounts of allowances for receivable losses and adjustments to the allowances may
therefore be required in the future.

Inventories

Inventorics arc stated at the lower of cost or net realizable value. The cost of inventories are
calculated by first-in, first-out method.

Raw materials and supplies arc stated at the cost by first-in, first-out method.

Cost comprises all costs of purchases, costs of conversion and other costs incurred in bringing the
inventorics to their present location and condition. In the case of manufactured inventories and work
in process, cost includes an appropriate share of overhead based on normal operating capacity.

Net realizable value is the estimated selling price in the normal course of business less the costs to
make the sale.

A provision for devaluation of inventories is made for all deteriorated, damaged, obsolete and slow-
moving inventories.

Investment in subsidiary

Investment in subsidiary in the separate financial statements is accounted for using the cost method
less allowance lor impairment loss (if any).

Property, plant and equipment
Owned assets

Land is stated at cost, plant and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of sclf-
constructed assets includes the cost of materials and direct labor, any other costs directly attributable
to bringing the asset 1o the location and condition necessary for it to be capable of operating for their
intended use. the costs of dismantling and removing the items and restering the site on which they
are located and capitalized borrowing costs. Purchased software that is integral to the functionality of
the related equipment is capitalized as part of that cquipment.

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

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

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

Reclassification to investment properties

When the use of a property changes from owner-occupied to investment properties, its carrying
amount is recognized and reclassified as investment propertics.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognized in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the Group, and its cost can be measured reliably. The carrying amount of the replaced part is
derecognized. The costs of the day-to-day servicing of property, plant and equipment are recognized
in profit or loss as incurred.

Depreciation

Depreciation is calculated based on the depreciable amount of property, plant and equipment, which
is the cost of an asset, or other amount substituted lor cost, less its residual valuc.

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of
cach component of an item of assets. The estimated useful lives are as follows:

Years
Land improvements 10
Buildings 5-30
Utility system 5-25
Machinery and factory equipment 2-25
Office equipment 3-5
Vehicles 5

Depreciation for the finance lease assets is charged as expense for cach accounting period. The
depreciation method for leased assets is consistent with that for depreciable assets that are owned.

No depreciation is provided on frechold land or assets under construction,

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

Intangible assets

Intangible assets that are acquired by the Group, which have [linite usclul lives, are stated at cost less
accumulated amortization and accumulated impairment losses.
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Subsequent expenditure

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

Amortization

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

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

The estimated useful lives are as follows:

Years
Software 5and 10

No amortization is provided on assets under development.

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

Impairment

The carrying amounts of the Group’s assets are reviewed at cach reporting peried to determine
whether there is any indication of impairment. 1f any such indication exists, the assets’ recoverable
amounts are estimated. For intangible assets that have indefinite useful lives or are not yet available
for use, the recoverable amount is estimated cach year at the same time.

An impairment loss is recognized if the carrying amount of an asset or its cash-gencrating unit
exceeds its recoverable amount. The impairment loss is recognized in profit or loss unless it reverses
a previous revaluation credited to equity. in which case it is charged to equity.

When a decline in the lair value of an available-for-sale financial asset has been recognized dircetly
in cquity and there is objective evidence that the value of the assct is impaired, the cumulative loss
that had been recognized directly in equity is recognized in profit or loss even though the financial
asset has not been derecognized. The amount of the cumulative loss that is recognized in profit or
loss is the difference between the current fair value and acquisition cost, less any impairment loss on
that financial asset previously recognized in profit or loss.

Calculation of recoverable amount

The recoverable amount of a non-financial asset is the greater of the assct’s value in use and fair
value less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset.

Reversals of impairment

An impairment loss in respect of financial asset is reversed if the subsequent increase in recoverable

amount can be related objectively o an event occurring after the impairment loss was recognised in
profit or loss.

19
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Impairment losses recognised in prior periods in respeet of other non-financial assets are assessed at
cach reporting period for any indications that the loss has decreased or no longer exists. An impairment
loss is reversed il there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of accumulated depreciation or accumulated
amortisation, if no impairment loss had been recognised. '

Foreign currencies
FForeign currency transactions

Transactions in foreign currencies are translated into the functional currencies using the exchange
rale at the date of transactions.

Monetary assets and liabilities denominated in foreign currencies at the end of reporting period date
are translated into the functional currency using the exchange rate at the end of reporting period date.

Gain or loss upon conversion is included in the statements of comprehensive income.
Finance lease

The Group recognized finance leases as assets and liabilitics in the statement of {inancial position at
amounts cqual 1o the fair value of the leased asset or, if lower, the present value of the minimum
lease payments, each determined at the inception of the lease. Lease payments are apportioned
between the finance charge and the reduction of the outstanding liabilities. The finance charge is
allocated to the periods during the lease term so as to produce a constant periodic rate of interest on
the remaining balance of the liability for each period.

Deferred financial fees

Financial cxpenses related to borrowings that are typically incurred on or before signing facility
agreements and before actual draw down of the loans are recorded as delerred financial fees and
presented as a deduction against the related loan account and amortized using the effective rate
method.

Provisions

A provision is recognized in the statement of financial position when the Group has a present legal or
constructive obligation as a result of a past event, and it is probable that an outllow of cconomic
benelits will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation. If the effect is material, provisions are determined by discounting the expected luture
cash fTows at a pre-tax rate that reflects current market assessments ol the time value of money and,
where appropriate, the risks specific to the liability.

Dividends

Dividend and interim dividend payment are recorded in the period in which they are approved by
Sharcholders” meeting and Board of Directors’ meeting.

Premium on share capital
According to the Section 51 of the Public Limited Companics Act B.I3. 2535 requires companies to

set aside share subscriptions received in excess of the par value of the shares issued to a reserve
account (“share premium’). Share premium is not available for dividend distribution.

20
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Basic earnings per share

Basic earnings per share is calculated by dividing profits for the years by the weighted average
number of ordinary shares issued during the years.

For the years ended December 31, 2018 and 2017 were as follows:

Baht
. Consolidated Separate
Ninancial statements financial statements
2018 2018 2017

Profit for the years 206.785.832 207.582.794 225,961.893
Weighted average number of ordinary shares (shares)
Issued ordinary shares at the beginning of year 800.000.000 800.000.000 600.000.000
LElfeet of shares issued - - 53,150,685
Weighted average number of ordinary shares 800.000.000 800.000.000 653.150.685
Basic carmings per share .26 0.20 0.35

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between buyer and scller (market participants) at the measurement date. The
Group applied a quoted market price in an active market to measure their assets and liabilities that
are required to be measured at fair value by relevant linancial reporting standards. Exeept in case of
no active market of an identical asset or liability or when a quoted market price is not available, the
Group measured fair value using valuation technigues that are appropriate in the circumstances and
maximises the use of relevant observable inputs related 1o assets and liabilities that are required to be
measured at fair value.

All asscts and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hicrarchy into three levels based on categorise of input to be used in
fair value measurement as follows:

Level 1 Use of quoted market prices in an observable active market for such assets or liabilities
Level 2 Use of other observable inputs for such asscts or liabilities, whether directly or indirectly
Level 3 Usc of unobservable inputs such as estimates ol future cash {lows

At the end of cach reporting period, the Group determined whether transfers have occurred between
levels within the fair value hierarchy for assets and liabilities held at the end of the reporting period
that are measured at fair value on a recurring basis.

TRANSACTIONS WITH RELATED PARTIES

The Company had transactions with related parties. These partics were related through common
sharcholders and/or directorships or close members of the family of management. The significant
transactions with related parties as included in the (inancial statements are determined at the prices in

line occurring in the normal course of business based on the market price in general or the price as
stipulated in the agreement if no market price exists.
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Significant transactions with rclated parties for the years ended December 31, 2018 and 2017 were as

follows:

Revenue from sales
S.Kijchai Company Limited
Revenue from sales of electricity
S.Kijchai Company Limited
S.Kijchai Wood Panel Company Limited
Revenue from sales of assets
S.Kijchai Company Limited
Other income
S.Kijchai Company Limited
S.Kijchat Wood Panel Company Limited
Sahakij Klaeng Logistics Company Limited
Purchase of assets
S.Kijchai Company Limited
S8.Kijchai Wood Panel Company Limited
S.Kijchai Concerete Limited Partnership
S.Kijchai Saithong Shop
Purchase ol raw materials
Sahakij Klaeng Company Limited
Sahakij Sacntung Company Limited
Transportation cxpenses
S.Kijchai Company Limited
S.Kijchai Wood Panel Company Limited
Sahakij Klaeng Company Limited
Sahakij Klaeng Logistics Company Limited
Other expenses
S.Kijchai Company Limited
S.Kijchai Wood Panel Company Limited
S.Kijchai Concrete Limited Partnership

S.Plywood Company Limited

Baiit
Consolidated Separate
. financial statements financial statements
2018 2018 2017

8,869,217 8,869,217 11,128,595
23,957,252 23,957,252 27,230,678
14,730,278 14,730,278 7,704,658

3,091,561 3,091,561 -
30,350 30,350 91,050

6,444 6,444 -

1,400 1,400 -
464,750 464,750 84,516
69,168 69,168 2,700
12,355,728 12,355,728 4,610,000
- - 20,976

42,190,145

81,303,177

49,600
56,200
463,134

3,520,669

1,034,607
764,560
383,455

980

42,190,145
81.303,177

49,600
56,200
463,134
3,520,669

1,034,607
764,560
383,455

980

52,073,279

56,330.275

77.700
35.700
163,654
1,414,259

1,499,324
902,884
43,775

I
t2
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The significant balances of assets and liabilities with related parties as at December 31, 2018 and

2017 were as follows:

Investments in subsidiary

S.Kleber Chemical Company Limited
Trade receivables

S.Kijchai Company Limited
Other reccivables

S.Kijchat Company Limited

S.Kijchai Wood Pancl Company Limited
‘Trade payables

Sahakij Klaeng Company Limited

Sahakij Saentung Company Limited
Other payables

S.Kijehai Company Limited

S.Kijehai Wood Panel Company Limited

Sahakij Klaeng Company Limited

Sahakij Klaeng Logistics Company Limited

S.Kijehai Conerete Limited Partnership
S.Kijchai Saithong Shop

Director

Key management personnel compensation

Key management personnel compensation

consisted of’

Short-term benefits
Long-term benefits

Total

Balu
Consolidated Separate
financial statements financial statements
2018 2018 2017

- 49,999 980 -
652,208 652,208 1,418,722
1,918,195 1,918,195 2,135,155
906,917 906,917 905,511
5,067,700 5,067,700 4.444 494
9,760,086 9.760,086 3,012,883
84,140 84,140 [25.588
19,050 19.050 28.725
13,303 13,303 69,898
133,630 133.630 271,790
63,999 63,999 3,256,505
- - 22,444
21,000 - 64,250

for the years ended December 31, 2018 and 2017

Bualit
Consolidated Separate
financial statements financial statements
2018 2018 2017
23,709,378 23,709,378 28,921,067
685,223 085,223 584,895
24,394,601 24,394,601 29,505,962
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Directors’ remuneration
Directors’ remuneration represents benelits paid to the directors of the Company in accordance with
Section 90 of the Public Company Limited Act, exclusive of salarics and related benefit payable to

directors who held executive positions.

For the year ended December 31, 2018, the Group paid dircctors’ remuneration in the amount of
Baht 3.07 million (year 2017: Baht 3.38 million).

Nature of relationship

Name Country Relation Type of relation

S.Kleber Chemical Company Limited Thailand Subsidiary Direct holding

S.Kijchai Company Limited Thailand Related company  Common sharcholder and director
S.Kijchai Wood Panel Company Limited Thailand  Related company  Common sharcholder and direetor
Sahakij Klaeng Company Limited Thailand Related company  Common sharchelder and director
Sahakij Sacntung Company Limited Thailand  Related company  Common shareholder and director
S.Plywood Company Limiled Thailand Related company — Common sharcholder and director
S.Kijehai Conerete Limited Partnership Thailand Related company  Commen sharcholder and director
Sahakij Klacng Logistics Company Limited '.I'huii;m(l Related company Common sharcholder and director
§.Kijehai Saithong Shop Thailand Related company — Ownerfcommon sharcholder and director

Bases of measurement for intercompany revenues and expenses

Pricing policies

Purchase and sale of asset Contract pricces.

Purchase and sale of goods Stipulate in the agreement referred to markelt price
Revenue from sales of eletricity Stipulate in the agreement referred to market price
Transportation and other expenses Stipulate in the agreement

The revenue from sales of electricity is the gross amount belore net off related costs. However, such
revenue is presented in the statement of comprehensive income under "Other income” with its nel
amount determined from sales of electricity less related costs.

24
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CASH AND CASH EQUIVALENTS

S.KIJCHAI ENTERPRISE

Public Company Limited

Cash and cash equivalents as at December 31, 2018 and 2017 consisted of:

Cash
Cash at banks

Total

TRADE AND OTHER RECEIVABLES

Trade and other receivables as at December 31, 2018 and 2017 consisted of:

Trade receivables
Less Allowance for doubtful accounts

Trade receivables - net

Other receivables
Accrued income
Others
Total
Less Allowance (or doubtful accounts

Other receivables - net

Trade and other receivables - net

Consolidated

financial statements

Separate

Balt
Consolidated Separate
financial statements financial statements
2018 2018 2017

871,133 866,785 485,717
58,774,870 41,682,684 725242354
59,646,003 42,549,469 725,728,071

Bahit

financial statements

2018 2018 2017
55,576,202 55,576,202 27,534,943
(1,804,421) (1,804,421} (1,380.638)
53,771,781 53,771,781 26,154,305

2,825,113

2,825,113

3,040,666

265,974 265,980 347,674
3,091,087 3,091,003 3.388.340
(113,725) (113,725) -
2,977,362 2,977,368 3,388,340
56,749,143 56,749,149 29,542,645
25
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As at December 31, 2018 and 2017,
number of months as follows:

Current

Overdue
Not over 3 months
Over 3 months up to 6 months
Over 6 months up to 12 months
Over 12 months

Total

the Group had outstanding balances of trade receivables aged by
Baht
Consolidated Separate
financial statements financial statements
2018 2018 2017
o 622,499 622,499 1,192,980
53,133,722 53,133,722 22,275,014
41,673 41,673 -
B, - 3,783,885
1,778,308 1,778,308 283,064
55,576,202 55,576,202 27,534,943

Movements of allowance for doubtful accounts for the years ended December 31, 2018 and 2017

were as follows:

Buht
Consolidated Separate
financial statements financial stalements
2018 2018 2017

Beginning balance 1,380,638 1.380.638 364,103
Add Doubtful accounts 537.508 537,508 1,016,535
Lnding balance 1,918,146 1.918.146 1.380.638
INVENTORIES
Inventories as at December 31, 2018 and 2017 consisted of:

Batrt

Consolidated Separate
financial statements linancial statements
2018 2018 2017
Finished goods 112,902,480 112,902,480 21.896,151
Work in process 20,434,573 20.434,573 7.309.494
Raw materials 8,709,346 8,709,346 9.146,062
Supplies 11,121,044 11,121,044 8.787.190
Total 153,107,443 153,167,443 47,138,897
Less Allowance for devaluation of inventories (870,902) (870,902) (859,391)
Inventories - net 152,296,541 152,296,541 46.279.500
26
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S.KIJCHAI ENTERPRISE
Public Company Limited

Movements of allowance for devaluation of inventories for the years ended December 31, 2018 and
2017 were as follows:

Buht
Consolidated Separate
financial statements financial statements
: 2018 2018 2017
Beginning balance 859,391 859,391 1,539,039
Add (less) Loss on devaluation of inventories (reversal) 11,511 11,511 (679,648)
Ending balance 870,902 870,902 859,391

RESTRICTED BANK DEPOSITS

As at December 31, 2018 and 2017, cash at bank in the amount of Baht 5 million are used as
collateral for credit facilities from financial institutions (see note 12).

INVESTMENT IN SUBSIDIARY

Investment in subsidiary in the separate financial statements as at December 31, 2018 consisted of:

Percent Baht
Subsidiary Business type Holding  Paid-up share capital  Cost method
S.Kleber Chemical Co., Litd. Manufacture glue and chemical 100 50,000,000 49,999.980

The Board of Directors’ Meeting held on May 12, 2018 passed a resolution to approve the
incorporation of subsidiary *S.Kleber Chemical Company Limited™ with the authorized share capital
of Baht 100 million, divided into 10 million ordinary shares with the par value of Baht 10 each, 100
percent shareholding by the Company. The subsidiary called-up for its share capital of Baht 2.50
each, totalling of Baht 25 million.

The establishment of the mentioned subsidiary was registered with the Ministry of Commerce on
July 11,2018. _
During the year, the subsidiary called-up for its share capital of Baht 2.50 cach, totalling of Baht 25
million.
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Depreciation for the years ended December 31,
were included in

- Cost of sales

- Selling and administrative expenses

Total

At December 31,
The gross carrying amount of fully depreciated

that is still in use

At December 31, The net book value of asset
under finance lease agreements

- Vchicles

Consolidated

financial statements

S.KIJCHAI ENTERPRISE

Public Company Limited

Separate

Nnancial statements

Millions Baht

2018 2018 2017
99.23 99.23 3.00
6.30 6.30 5.72
105.53 105.53 98.72
124.43 124.43 48.41
- - 0.12

The Company capitalized the borrowings costs during the year in the amount of Baht 4.50 million

(year 2017: Baht 1.71 million) (sce notes 22).

The Company had mortgaged land including existing construction and te be constructed in the luture
and certain of machine as collateral for bank overdrafls and loans from financial institutions (sec

notes 12 and 15).
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11.

INTANGIBLE ASSET

Movements of intangible assct for the years ended December 31, 2018 and 2017 consisted of:

Cost

At January 1, 2018
Purchases/ Transfer in
Disposals/ Transfer out
At December 31,2018
Accumulated amortization
AtlJanuary 1, 2018
Ameortization
Disposals/ Transfer out
At December 31, 2018
Net book value

At December 31, 2018

Baht
Consolidated financial statements
Soltware under
Soltware installations Total
6,172,245 - 6,172,245
6,067,973 7,250,000 13,317,973
12,240,218 7,250,000 19,490,218
1,852,944 - 1,852,944
3.878.453 - 3,878,453
5,731,397 - 5,731,397
6.508.821 7.250,000 13,758,821
32
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Public Company Limited

Cost
At Januvary 1, 2017
Purchases/ Transfer in

Disposals/ Transfer out

At December 31, 2017
Purchases/ Transfer in

Disposals/ Transler out

At December 31, 2018

Accumulated amortization
AtJanuary 1, 2017
Amortization

Disposals/ Transfer out

At December 31,2017
Amaortization

Disposals/ Transfer out

At December 31, 2018

Net book value

Al December 31, 2017

At December 31, 2018

Amortization for the years ended December 31

was included in cost ol sales

Consolidated

financial statements

Separate

Baht
Separate linancial stalements
Software under
Software installations Total

3,166,644 3,010,751 6,177,395
3,056,101 - 3,056,101
(50,500) (3,010,751 (3,061,251)
6,172,245 - 6,172,245
6,067,973 7,250,000 13,317,973
12,240,218 7,250,000 19,490,218
1,099,874 - 1,099,874
801,855 - 801,855
(48,785) - (48,785)
1,852,944 - 1,852,944
3,878,453 - 3,878.453
5,731,397 - 5,731,397
4,319,301 - 4,319,301
6.508,822 7,250,000 13,758.821
Millions Balit

[inancial statements

2018 2018

2017

3.88 3.88

0.80
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12. SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS

Short-term loans from Nnancial institutions as at December 31, 2018 and 2017 consisted of:

Promissory note

financial statements

Bahlt

Separate

financial statements

2018

2017

90,000,000

The Company had credit line from financial institutions detailed as at December 31, 2018 and 2017

as follow:

Lender

Type of credit

Millions Balit

Credit line

Referred

interest rate

Commercial bank
Commercial bank
Commercial bank
Commercial bank
Commercial bank

Commercial bank

Lender

Bank overdraft

Letter of credit/Trust receipt
Promissory notes

Packing credit

Letter of guarantee

Interest rate swaps services

Type of credit

20
30
100
420
25

1.300

Millions USD

Credit line

MOR
MLR
MLR
MLR

Referred

interest rate

Commercial bank

FForeign currency forward

72

Market price

The Company had mortgaged certain part of land including existing construction and to be
constructed in the future and certain of machine (sec note 10) and fixed accounts (sce note 8) of the

Company, as collateral for eredit Tacilities from financial institutions.

34
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14.

TRADE AND OTHER PAYABLLES

S.KIJCHAI ENTERPRISE
Public Company Limited

Trade and other payables as at December 31, 2018 and 2017 consisted of:

Balt
Consolidated Separate
financial statements financial statements

2018 2018 2017

Trade payables 110,718,862 110,718,862 95,181,425
Other payables

Accrued expenses 67,460,190 67,362,026 69,942,845

Payables from purchase of assets 08,873,190 98,873,190 22,911,992

Others 22,983,504 22,983,504 12,551,049

Total 189,316,884 189,218,720 105,405,886

Grand total 300,035,746 299,937,582 200,587,311

CURRENT PORTION OF LIABILITIES

Current portion of liabilities as at December 31, 2018 and 2017 consisted of:

Buht
Consolidated Separate
financial stalements financial statements
Note 2018 2018 2017
Loans from financial institution 15 142.856.000 142,856,000 -
Liabilities under inance leases - - 124,724
Total 142,856,000 142,856,000 124,724
LOANS FROM FINANCIAL INSTITUTION
Loans from financial institution as at December 31, 2018 and 2017 consisted of:
Baht
Consclidated Separate
[inancial statements financial statements
2018 2018 2017
[Loans [rom financial institution 467.013.342 467,013,342 10,261,009
Less Current portion (142,856,000) (142,856,000 -
Long-term loans from financial institution 324,157,342 324,157,342 10,261,009
35
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The details of the loans were summarized as follows:

Millions Bulit Percent
Credit line Principal Periad Referred
Lender 2018 2017 2018 2017  of pavment interest rate Repaviment
Company
Commercial bank 1,500 1,500 407.001 1026 Apr2017- MLR  The first installment starting in the 25th month
Apr 2026 Installment I*'- 83" monthly principal repayment ol

Baht 17.86 nullion
! . .
Installment 84 repayment for the outstanding

remained

Movements of loans from financial institution for the years ended December 31, 2018 and 2017 were
as follows:

Baht
Consolidated Scparate
financial statements financial statements
2018 2018 2017
Beginning balance 10,261,009 10,261,009 710,134,081

Increase 456,752,333 456,752,333 101.763.000
Decrease - - (801,636,072)
Ending balance 467,013,342 467,013,342 10.261.009

The Company had mortgaged certain part of land including existing construction and to he
constructed in the future and certain of machine (see note 10) as collateral Tor credit lacilities from
financial institutions.

Conditions and restrictions

The Company have to maintain {inancial ratios as agreed in the loan agreement.

The Company have to mortgage the machines obtained in the future for new product line.

16. DEFERRED TAX
Deferred tax as at December 31,2018 and 2017 consisted of:
Bal
Consolidated Separate
financial stalements financial statements
2018 2018 2017
Deferred tax assets 63,126,076 63,126,076 478,120
Deferred tax liabilities (86,674,766) (86,674,7606) (67,693,634)
Deferred tax liabilities - net (23,548,690) (23,548,690) (67,215,514)
36
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Public Company Limited

Movements in deferred tax assets and liabilities during the years were as follows

Deferred tax asset
Intangible asset
Provisions

Deficit

Total

Deferred tax liabilities

Property. plant and equipment

Consolidated financial staiements

Buln

AL January 1, Profit AL Deeember 31,
2018 (loss) 2018

564.521 504.521

478,120 178.464 656,584
61,904 971 61,904,971

478.120 62.647.956 63.126.076

(67.693,634) (18.981.132) (86.674,766)
Bulnt

Separate linancial stalements

Other

At January 1, Profit At December 31, Profit At December 31,
comprehensive
2017 (loss) loss 2007 (loss) 2018

Deferred tax asset
Intangible asset - - - - 364.521 564.521
Provisions 539,195 153,320 (214.395) 478,120 178464 656,584
Delicit = = - - 61.904.971 61.904.971
Total 539195 133.320 (214.393) 478.120 62.647.956 63.126.076
Deferred tax liabilities
Property. plant and equipment (51.325.719) (16.367.915) - 167.693.634) (18.981.132) (86.674.766)

17. EMPLOYEE BENEFITS OBLIGATIONS

Employee benefit obligations as at December 31, 2018 and 2017 consisted of:

Post-employment benefit plan
Present value of obligations

Employee benefit obligations -

include in the statement of financial position

Biht
Consolidated Separate
financial statements financial statements
2018 2018 2017
3,282,922 3,282,922 2.390,600
3,282,922 3,282,922 2.390.600
37
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Movements of the present value of employce benefit obligations for the years ended December 31,
2018 and 2017 were as follows:

Baht
Consolidated Separate
linancial statements linancial statements
o 2018 2018 2017

Post-employment benefit plan
Present value of employee benefit obligations as at January | 2.390.600 2,390,600 2,693,976
Include in profit or loss:

Current service cost §29,002 829,002 723,589

Interest cost 63.320 63.320 43,012
Defined benelit plan actuarial gain - - (1.071.977)
Present value of employee benelit oblipations as at December 31 3.282.922 3.282,922 2.390,600

The Group made defined benefit plan in accordance with severance payment as the labour law which
entitled retired employce within work service period in various rates, such as more than 10 years to
receive severance payment not less than 300 days or 10 months of the last month salary.

Principal actuarial assumptions in the consolidated financial statements and separate financial
statements as at December 31, 2018 and 2017 (expressed as weighted averages) as follows:

Percent
Discount rate 2.65
Salary increase rate 3
Turnover rate 0-25

The actuarial assumption of discount rate is estimated from weighted average of yield rate of
government bonds as at the end of reporting date that reflects the estimated timing ol benefit
payments.

The actuarial assumption of mortality rate for reasonable estimation of probability of retirement in
the future is estimated [rom mortality table in year 2008,

The result of sensitivily analysis for significant assumptions that affect the present value of the long-
term employee benefit obligations as at December 31, 2018 are summarized below:

Baht
Increase Decrease
Discount rate (1% Movement} (227,394) 258.419
Salary increase rate (1% Movement) 289,189 (258.406)
Turnover rate (1% Movement) (244.1006) 50,005
38
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18. SHARE CAPITAL

During September 15 - 20, 2017 the Company offered the share capital in the amount of 200 million
shares Lo the public for subscription shares at the offering price of Baht 7.35 per share.

The Company received the mentioned subscription shares, totaling of Baht 1,470 million (the
expense regarding the increase share capital of Baht 44.02 million were recorded by netting with the
share premium account).

On September 26, 2017, the Company registered the change in its paid-up share capital from share
subscriptions received of Baht 600 million to Bath 800 million with the Ministry of Commerce.

19. LEGAL RESERVE

According to the Public Limited Companies Act B.E. 2535, the Company is required to set aside a
slatutory reserve at least 5 percent of its net profit after deducting accumulated deficit brought
forward (if any) until the reserve reaches 10 percent of the registered share capital. The statutory
reserve could not be used for dividend payment.

20. DIVIDEND PAYMENT

The Ordinary General Shareholders’ Mceting held on April 24, 2018, passed a resolution to approve
the dividend payment at the rate of Balt 0.1074 per share, totalling Baht 85.92 million.

The Board of directors’ Meeting held on January 23, 2017, passed a reselution to approve the interim
dividend payment at the rate ol Baht 0.18525 per share, totalling Baht 111.15 million. The
Extraordinary General Meeting of Sharcholders held on March 6, 2017 has ratified the mentioned
dividend payment.
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21. EXPENSES BY NATURE

Significant expenses by nature for the years ended December 31, 2018 and 2017 consisted of:

Balt
Consolidated Separale
financial statements financial statements
2018 2018 2017

Changes in inventories of finished goods
and work in process (104,131,408) (104,131.408) 31,081,271
Purchase of raw material and supplies 854,515,743 854,515,743 717,837,221
Employees expenses and utility expenses 312,672,694 312,672,694 258,539,252
Depreciation and amortization 136,050,787 130,050,787 116,949,138
Advertising and promotion expenses 14,732,575 14,732,575 16,872,727
Lxport expenses 194,042,488 194,642,488 169,920,301
Repairment and maintenance expenses 53,256,132 53,256,182 30,531,769
Consultant and services expenses 7,133,937 6.361.691 6,076,063
Bank charge and others fee 5,556,219 5,547,137 4,727,235

22. FINANCE COSTS

Finance costs for the years ended December 31, 2018 and 2017 consisted of:

Baht
Consolidated Separate
financial statements financial statements
2018 2018 2017
Interest expenses 9,461,838 9.461.838 24.394.867
Bank charge 284,660 284,660 1,349,107
Total 9,746,498 9.,746.498 25.743.974
Less Interest capitalised (4.499,510) (4.499.510) (1,707.562)
Net 5,246,988 5.246,988 24,036,412

23. INCOME TAX

Income tax for the years ended December 31, 2018 and 2017 was calculated at a rate specified by the
Revenue Department on net carnings after adjusting certain conditions according to the Revenue
Code. The Group recorded the corporate income tax as expense for the years and recorded the

accrued portion as liabilities in the statements of financial position.
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Tax income (expense) for the years ended December 31, 2018 and 2017 consisted of?

Baht
Consolidated Separate
financial statements financial statements
2018 2018 2017

Current tax .
Current year - - -
Deferred tax
Movements in temporary differences 43,606,824 43,600,824 (16,214,594)
Tax income (expense) 43,606,824 43,060,824 (10,214,594)

Income tax recognized in other comprehensive income for the years ended December 31, 2017

consisted of:

Balit
Employee benefit obligations (214,395)
Reconciliation of effective tax rate

Consolidated Nnancial statements

2018
Tax rate
(%) Bal

Profit belore income tax 163,119,008
Less Privileges granted under

the Investment Promotion (148,226,672)
Taxable income 14,892,33
Income tax using the corporate tax rate 20 2,978,467
Lxpenses not deductible for tax purposes 369,511
Addition expenses deductible for tax purposes (3,376)
Tax loss carry forward (3,344,402)
Current tax - -
Movement in temporary differences 43,666,824
Tax income 27 43,666,824
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24.

Separate financial statements

2018 2017
Tax rate Tax rate
(%0) Baht (%) Buin
Profit before income tax ]63,‘)]5,9?_0 242,176,487
Less Privileges granted under 1
the Investment Promotion (148,226,672} (232.379.855)
Taxable income 15,689,298 9,796,632
Income tax using the corporate tax rate 20 3,137,860 20 1,959,326
Expenses not deductible for tax purposes 365,111 5112
Addition expenses deductible for
tax purposes (3,3706) (376,51 1)
Tax loss carry forward (3,499,595) (1.587,927)
Current tax - - -
Movement in temporary differences 43,666,824 (16.214,594)
Tax income (expensc) 27 43,666,824 7 (16,214,594)

PROVIDENT FUND

The Company and its employees jointly registered a provident fund scheme under the Provident
Fund Act B.E. 2530. The Fund is contributed to by both the employees and the Company. The TFund
is managed by Krung Thai Asset Management Company Limited (Master Pooled Fund) and will be
paid to the employees upon termination in accordance with the rules of the Fund. In the year 2018.
the Company contributed in the amount of Baht 0.16 million. (year 2017: Baht 0.16 million)

SEGMENT INFORMATION
Operating sczment information is reported in a manner consistent maker in order 1o make decisions
about the allocation of resources to the segment and assess its performance. The chicl operating

decision maker has been identified as the directors of the Company.

The Group operates its business in manufacturing and distributing MDF  boards. Therefore
management considers that the Company operates in a single line of business.

Management considers that the Group operates in a single geographic arca, namely in Thailand, and
o = f=2
has therefore only one geographic segment.

Information about major customers

In year 2018, the Group had revenue [rom a major customer in the amount of Baht 318.37 million
{(year 2017: a major customer in the amount of Baht 257.96 million)
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26, COMMITMENTS AND CONTINGENT LIABILITIES
As at December 31, 2018, the Group had commitments and contingent liabilities as follows:
The Company
26.1 Letter of guarantee issued by bank for electricity used in the amount of Baht 20.66 million.

26.2  Letter of credit issued by bank for payment of machines in the amount of Euro 2.44 million
and in the amount of US dollar 0.04 million.

263 Commitments for payment under agreement as follows:

26.3.1 Purchase of machines contract are as follows:

Millions

Currencies Amount
UsSD 0.63
EUR 0.03
CHF 0.03
THB 0.63

26.3.2 Consultants and services contracts in the amount of Baht 4.80 million.

26.4  Selling forward exchange contract with domestic commercial banks are as follows:

Millionsy
Currency Outstanding balance Lxchange rate Maturity
usp 276 Baht 32.30 - 33.17 per USD Jan 14,2019 - May 28, 2019

Subsidiary

26.5 Commitments for payment under the service agreement with a monthly service of Baht 0.0]
million.

27. PROMOTIONAL PRIVILEGES
The Company received a prometion certificate under the Investment Promotion Act B.12.2520 for its
business involving production of Medium Density FFiber Board (MDF). The major privileges granted
o the Company are as follows:

27.1  Exemption from import duty on machinery as approved by the Board of Investment.

27.2  Exemption from corporate income tax on net profit derived from the operation of promoted
businesses for a period of 8 years from the date operating income is (irst derived.

2
™~
LY

Exemption from income tax for dividends from the operation of promoted businesses through
the promoted period.

27.4 Other privileges as stated in the certificate.

Morcover, the Company had to comply with the conditions stated in the certificate.
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Revenues from domestic and export sales and other income classified into promoted and non-
promoted segments for the years ended December 31, 2018 and 2017 consisted of:

Bahi
Consolidated Tinaneial statements
2018
o Domestic 1ixport Total
Promoted segment 41.056,828 1.503.251.569 1.34-1.308,397
Non-promoted segment 26901 .668 - 20.901.668
Total 67.958.496 1.503.251.569 1.571.210.065
Separate Inancial statements
2018 2017
Domestic Lixport ol Domestic Lixport Total

Promoted seament 41056828 1.503.251.569 150308397 39.426.187 1,529,926,995 1,569,353.182
Non-promoled segment 26.896.060 - 26896060 16,251,115 - 16,251,113
Total 67.932 888 1.503.251 564 1.571.204 157 55.677.302 1.529.926.995 1.585.604.297

28. DISCLOSURE OF FINANCIAL INSTRUMENTS

28.1

28.2

28.3

Accounting policies

The details of significant accounting policies and methods used for classification of financial
assets and financial liabilities including valuation. basis of recognition of income and expenses
are disclosed in note 3.

Capital management

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

Financial risk management policies

The Group is exposed to the fluctuations in interest rate and foreign currency exchange rate in
the market and the risks from default of the agreement by counterparties. The Group has risk
management polices as follows

28.3.1 Interest rate risk

Interest rate risk is the fluctuation of the market interest rate in the future that will
affect the Group operations and cash flows. The Group has interest rate risk from cash
at banks because the interest rate of the financial assets fluctuates based on the market
rate. In addition, the Group has not engaged in any hedging contracts related to
interest rates.
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28.3.2 Toreign currency risk

The Group’s exchange rate risk primarily involves the purchases, machine and sales of
goods in forcign currencics. As at December 31, 2018 and 2017, the Group had assets
and liabilities in foreign currencies as follows:

Millions
2018 2017
Currencics Assets Liabilities Assets Liabilitics
usD 1.65 0.17 0.75 0.12
EUR - 2.46 - -

28.3.3 Credit risk — trade receivables

The Group has a policy to hedge credit risk from trade receivables by forming a
conservative credit policy and by determining the receipt from the sales and services.
Therefore, the Group expects that the loss from the collection of those trade
receivables should not exceed the allowance for doubtful accounts.

28.4 Fair value
The financial assets are cash and cash equivalents, trade and other receivables. Most of the
[nancial liabilitics arc loans from financial institution trade and other payables, which have
interest rates close to the market rate, the carrying amount of the financial assets and financial
liabilities are not significantly different from their fair value.

29. EVENTS AFTER THE REPORTING PERIOD

The Board of Directors” Mecting held on February 27, 2019, passed the resolutions to approve
dividend payment at the rate of Baht 0.0982 per share, totalling Baht 78.56 million.
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