Y
\

‘7710[0![ e, .

Thai Oil

Public Company Limited
Annual Report 2020
(Form 56-1 One Report)




60 e

in gradually developing firm foundation

presently enables us to deliver various product values

for better quality of life and sustainable future.

From Refinery to Better Quality of Life
For nearly 60 years,

Thaioil has grown alongside Thai society,
ensuring energy security,

supporting national economy growth

and at the same time

enhancing social quality of life.

Thaioil has been and will always be determined

to deliver sustainable energy and chemicals

to empower human life.




‘?

CONTENT

008

010

014

017

o019

022

024

026

028

036

040

044

050

054

063

069

072

080

086

094

096

099

Financial Highlights

Message from the Board of Directors
Audit Committee Report

Risk Management Committee Report
Corporate Governance Committee Report

Nomination and
Remuneration Committee Report

Thaioil and Subsidiaries’ Vision,
Mission and Strategies

Awards and Certificates
of our Achievements 2020

Summary of Business Achievements in 2020
2020 Key Highlights

Key Achievements and Developments
During 2018-2020

2020 Market Review

Marketing and Competition

Production Process and Development

2021 Market Outlook

Future Projects

Risk Factors and Corporate Risk Management
Internal Controls

Sustainability

Research and Development

Human Resource
and Organization Development

Corporate Governance Policy

116

122

124

153

161

166

169

170

172

182

185

187

190

195

196

202

206

208

228

237

248

249

Corporate Governance Report
Organization Structure

Board of Directors

Executives

Executive Biography
(Disclosure Required by Law)

Assets and Shareholders Information
Relationship with Major Shareholder

Thaioil and Subsidiaries’ Business Structure
Corporate Information

Products and Services of Thaioil and Subsidiaries
Raw Material Procurement

Factors and Events Impacting
Financial Position or Operations

Summary of Thaioil and Subsidiaries’
Asset Used in Business Operations

Insurance

Privileges, Licenses, and Investment Promotions
Employee Information

Revenue Structure

Related Party Transactions

Management’s Discussion and Analysis of
Financial Position and Operating Results

Summary of Financial Data

Board Of Directors’ Responsibility on
Financial Reporting

Financial Statements

Investors can find financial, related party transaction and company’s past information in the Company’s website www.thaioilgroup.com

through Investor Relations channel on “Financial Information” and “Publication”







)
u

SOLVENT

Y -‘ m: !
3.
X

-

¥ PRODUCT
| i

—s=—— PETROLEUM

Ja
——

T

-\ A / .

Anniversary
Thaioil

Thaioil has now become
one of the leading refineries
in the region

with the capacity of
275,000 barrels per day,
and has expanded to

several related business,

being able to deliver

various products

for better quality of life.




after the completion of
Clean Fuel Project,

together with

the improved operating efficiency
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FINANCIAL
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Operating Results

Sales Revenue Million Baht 242,840 361,768 389,042 337,905 274,739
EBITDA . (2,055) 14,149 20,239 36,925 32,675
Net Profit/(Loss) i (3,301) 6,277 10,149 24,856 21,222
Basic Earnings/(Loss) Baht/Share (1.62) 3.08 4.97 12.18 10.40

Financial Position

Total Assets Million Baht 306,188 283,445 268,613 228,108 217,731
Total Liabilities ! 186,069 159,521 142,141 100,960 106,134
Total Equity ! 120,118 123,924 126,472 127,148 111,597

Financial Ratios

Interest Coverage Ratio Times (0.5) 43 5.1 1.2 9.4
Current Ratio ! 4.0 3.9 4.3 3.8 3.4
Net Debt to Equity Ratio i 0.7 0.3 = = 0.1
Return on Equity % (2.8) 5.2 8.3 21.7 21.3
Return on Assets ! (1.0) 2.4 4.2 11.4 10.5
Stock Data

Annual Average Baht/Share 43.95 68.26 86.88 84.23 66.70

Daily Closing Stock Price

Market Capitalization Million Baht 89,659 139,252 177,238 171,832 136,070
Dividend Payment Baht/Share 0.70? 1.50 2.65 5.25 4.50
Dividend Yield % 1.6 2.2 3.1 6.2 6.7
Book Value Baht/Share 56.97 58.81 59.66 619,911 52.38
Remark

@ Re-presented the impact on the financial statements in accordance with Thai Financial Reporting Standards No. 5-Non-Current Assets Held

for Sale and Discontinued Operations (TFRS 5).
@ The dividend payment for the year 2020 at the rate of 0.70 Baht per share is to be proposed to the 2021 Annual General Meeting of Shareholders
for approval

9" Calculated from the annual average of the daily closing stock price.
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Under the prevailing circumstances

M E SSAG E F Ro M with changing industrial condition
and highly volatile market,

T H E B OARD O F Thaioil turned its focus to work flexibility

and proactive planning for production modification

DI RE CTO RS and process operation to speedily

and optimally address the market demand.

Professor Dr. Supot Teachavorasinskun Mr. Wirat Uanarumit
Chairman of the Board Chief Executive Officer and President




Dear Shareholders
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In 2020, Thaioil and Subsidiaries have encountered various challenges, including the ongoing US-China trade war

since 2019, the oil price war between Saudi Arabia and Russia early in the year (plunging the price by over 20 USD

per barrel), and the COVID-19 pandemic causing recession to all economies worldwide with rippling effects on the

industrial and energy sectors, in turn significantly plummeting petroleum product demand and the Gross Refining

Margin to historic lows. Under the dire circumstances posing threat to business operations, the Board of Directors,

executives, and all employees of Thaioil and Subsidiaries together utilized all knowledge, skills, proficiencies, and

experiences to try and proactively manage business, with flexibility for work plan modification for best interests and

efficiency.

Efforts and Approach in Response to Severe Crises

Under the prevailing circumstances with changing
industrial condition and highly volatile market, Thaioil
turned its focus to work flexibility and proactive planning
for production modification and process operation to
speedily and optimally address the market demand.
Operation uniformity relies on integration of every
function’s operation, which is made possible by flexible
process of Thaioil Refinery, ranging from raw material
procurement to product distribution. For instance, Thaioil
lowered the proportion of jet fuels, which was highly
affected by the national lockdown and restriction

of international travel to 5-10 percent from the normal,

approximately 20 percent, and switched to production
of gasoline and diesel, both of which had higher prices
and were in market demand. Such execution maintained
Thaioil’s refining capacity utilization at 101 percent,
exceeding the industry’s average. In addition, the
Company intensified the operation under measures
enhancing process efficiency and controlling operating
cost while increasing assorted profits. These efforts
have put Thaioil and Subsidiaries in the 1° quartile
among leading oil refineries in Asia-Pacific region
considering cash cost, operational availability, and
safety. It was estimated that the incremental profits

were as high as THB 8.347 billion.
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This coming year (2021) marks the most special occasion: 60 years of Thaioil’s

existence. Our collected and accumulated experience and proficiency form a

robust foundation for continuous development. Initially started with refinery

business, Thaioil has now grown and expanded its business to related ones, and

is ready to move forward and launch new and sustainable energy and chemicals

to pass on the values to and create a good quality of life for society.

Although Thaioil was affected by stock loss and bore
the brunt of performance loss of THB 7.399 billion, the
performance was still considered in a good condition.
This was due to measures and efforts mentioned above
and positive factors from the favorable current business
structure that strives for a balance between the core
refining business and related businesses, since several
of Thaioil and Subsidiaries’ businesses were not affected
by COVID-19. The businesses of which were power,
lube base oil, aromatics, solvent, and cleaning agent
businesses. All aforementioned factors have enabled
Thaioil to restore its performance to merely THB 3.301
billion loss despite such challenging and unfavorable

business circumstances.

Foundation for the Future: Strategic Projects

While business circumstances were quite dull, Thaioil and
Subsidiaries’ strategic projects were considered on
progress; this included the restructure of power and
marine transportation businesses, TOP SPP’s capacity

expansion, oversea solvent distribution expansion,

investment in startups, and R&D innovation for
commercialization. Other strategic projects on process
of feasibility study have also shown positive trends.
Projects under construction: namely, Clean Fuels Project

and Euro 5 Fuels Project, have also made progress.

COVID-19 Crisis: Business Continuity Management
Measures and Plans

The COVID-19 pandemic did not only affect Thaioil’'s
performance, but also impacted Thaioil’s business
operation conditions. To prevent business disruption,
Thaioil set up the I-COVID Center to implement preventive
measures against the spread among its personnel and
create a Business Continuity Plan covering business as
usual and construction of investment projects that call
for massive labor so as to stay prepared in case of more
severe spread. Strict implementation of identified
measures has shown highly satisfactory results, as no
Thaioil and Subsidiaries’ employee has been infected,

and no business operation interrupted.



Driving the Corporation Together

In parallel with plan implementation for business goals
in 2020, businesses in other segments have achieved
similar successes and progress; this included the
issuance of USD 1 billion bonds with good coupon rates,
the introduction of digital technology to enhance business

efficiency, and the development of personnel potential.

Toward Sustainable Success

To ensure the achievement of sustainable and balanced
business goals, the Board of Directors has defined the
vision for sustainability encompassing environmental,
social and governance aspects, and driven the Company’s
business operation in various perspectives with balance
to earn both national and international acceptance. Being
listed as a member of Dow Jones Sustainability Indices
2020 for the eighth consecutive year, and recognized as
Industry Leader for the sixth year in the Oil & Gas
Refining and Marketing industry, was the great evidence
of Thaioil personnel’ determination to drive the organization

to long-term success.

— 013

Sixty Years of Bonding with Society

This coming year (2021) marks the most special occasion:
60 years of Thaioil’s existence. Our collected and
accumulated experience and proficiency form a robust
foundation for continuous development. Initially started
with refinery business, Thaioil has now grown and
expanded its business to related ones, and is ready to
move forward and launch new and sustainable energy
and chemicals to pass on the values to and create a

good quality of life for society.

The Board of Directors, executives, and all employees
do appreciate the shareholders’ support for Thaioil and
Subsidiaries’ businesses all through these years. We
pledge to apply all knowledge, experience, and proficiency
to do our best for the best interests of the shareholders
and all stakeholders while exercising stewardship of the
environment, society, and communities to ensure their
sustainable growth and Thaioil’s achievement of

becoming a centenary organization.
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AUDIT
COMMITTEE REPORT

Police General Aek Angsananont

Chairman of the Audit Committee

Dear Shareholders

Appointed by the Board of Directors (the Board), the
current Audit Committee consists of four proficient and
knowledgeable independent directors, all of whom
command diverse expertise and experience. It is
chaired by Police General Aek Angsananont, with
Associate Professor Dr. Pasu Decharin, Mr. Prapaisith
Tankeyura, and Mr. Plakorn Wanglee serving as
members. Mr. Prapaisith and Mr. Plakorn’s qualifications
are considered suitable for reviewing financial
statements’ credibility against the requirements of
Securities and Exchange Commission of Thailand (SEC)
and Stock Exchange of Thailand (SET).

The Committee independently performed as assigned
by the Board and indicated in the charter, which is in
line with the requirements and best practices for audit
committees according to SEC and SET. This year, the
Committee held eight meetings with full attendance, and
consultations with the executives, the chief of Corporate
Internal Audit, the internal auditor, and the external

auditor. In addition, the Committee held one non-executive

meeting to freely discuss on the external auditor’s
performance, opinions, matters from financial report
review and audit, as well as its collaboration with the

Audit Committee and Corporate Internal Audit Department.

The performance highlights of this year are as follows:

1. Financial Statements:

Collaborating with the external auditor and relevant
executives, the Committee reviewed both separate and
consolidated as well as quarterly and annual financial
statements. It also examined the information disclosure
of the external auditor’'s Key Audit Matters (KAMs)
indicated in the auditors’ report. To this end, the
Committee reviewed the credibility of estimated figures,
management’s assumptions requiring discretion,
transactions disclosure, and the impacts of financial
reporting standard changes, to ensure that financial
report preparation was accurately and credibly
undertaken for the benefit of their users. The auditor has
performed the auditing work and provided unqualified

opinions.



2. Connected Transactions:

Having reviewed Thaioil and Subsidiaries’ connected
transactions or those posing potential conflicts of
interest against SET’s and SEC’s announcements, the
Committee concluded that Thaioil and Subsidiaries
have observed regular business practices, fairness, and
sensibility, prioritizing the interests of Thaioil and its
shareholders. Such transactions were also promptly

disclosed to SET as required.

3. Review of Compliance with Laws, Corporate Governance,
Risk Management, and Internal Control:
The Committee reviewed management practices to
ensure corporate governance, as well as laws and
related regulations compliance. The Committee also
closely monitored the Company’s preparation for legal
implementation before the actual enforcement of new
legislation. This is to ensure the preparedness for risks
and disruptions emerging at all times, the business
continuity, and the efficient and effective development.
The Committee strongly urged adoption of The Three
Lines Model of the Institute of Internal Auditors (I1A) and the
concept of Integrated Governance, Risk and Compliance
(GRC) to enable sustainable integration of the corporation.
It advocated proactive audit by the Corporate Internal
Audit Department as well as the department flexibility
under unforeseen circumstances, including E-meetings,
remoting audit, as well as driving Continuous Control
Monitoring and Audit System as a continual monitoring
tool for all transactions under the Enterprise Resources
Planning (ERP) system or other technological operating
systems. Irregularities could then be promptly rectified.
The Committee also endorsed the findings on internal
control system sufficiency assessment as required by
SEC to ensure that Thaioil commands appropriate and

sufficient business internal control.
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4. Internal Audit:

The Committee approved strategic plans, annual and
long-term audit plans, plan execution, audit outcomes,
and follow-ups as well as improvements of significant
issues. It also assessed the independency of the internal
audit, and pushed for the development and upgrading
of Thaioil's internal audit with assurance and advice.
The Committee constantly valued the Corporate Internal
Audit Department’s manpower preparation and
personnel development to ensure their competency to
perform efficiently and effectively. It advocated auditors’
achievement of certificates for greater professionalism
as well as the application of the audit management
system on Cloud and data analytics tools to help internal
audit eliminate time and place constraints. The Committee
also advocated application of digitization to the audit
process by developing automated audit and visualized
reports, as well as the internal audit quality assessment
while keeping up with changes in international internal
audit professional standards. Finally, the Committee
endorsed the transfer, appointment, and annual
performance assessment of the Vice President Corporate

Internal Audit.

5. Appointment of the External Auditor for 2021 and
Approval for Audit Fee:
In selecting the external auditor, the Committee considered
performance records, experience, independency, audit
fees, and compliance with SEC’s announcements. The
Committee resolved to nominate PricewaterhouseCoopers
ABAS Ltd. (PwC) as external auditor and the proposed
audit fee for the Board’s endorsement before submitting
to the 2021 Shareholders’ Annual General Meeting for

approval.

In conclusion, this year the Audit Committee has

performed its charter duties and responsibilities, fully
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exercising diverse expertise with prudence and
independency and providing creative views and
advices. The Committee concluded that Thaioil and
Subsidiaries have valued efficient and effective business
conduct, prepared credible and material financial
reports aligning with financial reporting standards, along
with complete and adequate disclosure of connected
transactions with potential conflicts of interest. Thaioil
and Subsidiaries commanded sound corporate
governance, sufficient risk management, and suitable
and adequate internal control process in full compliance
with applicable laws and regulations. Assessed by
the Board, the Audit Committee’s performance scored

at level 5 or “Exemplary”.

February 12, 2021
On behalf of the Audit Committee

Ael oot

(Police General Aek Angsananont)
Chairman of the Audit Committee
Thai Qil Public Company Limited



’7

RISK MANAGEMENT
COMMITTEE REPORT
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Ms. Chularat Suteethorn

Chairman of the Risk Management Committee

Dear Shareholders

To support Thaioil’s Board of Directors (the Board) on
the supervision of corporate risk management to achieve
business goals, and to enhance confidence in and
credibility of Thaioil among investors and stakeholders,
the Board appointed the Risk Management Committee
(RMC), consisting of three knowledgeable, competent,
and experienced directors with sound understanding of
the business as follows:

1. Ms. Chularat Suteethorn Chairman of the
Risk Management
Committee

2. Ms. Phannalin Mahawongtikul Member of the
Risk Management
Committee

3. Mr. Wirat Uanarumit Member of the
Risk Management

Committee

Performance Outcomes of 2020

The RMC held a total of eight meetings this year, with
perfect attendance by all members. Mr. Auttapol
Rerkpiboon chaired the first three meetings; after his
resignation from the Board, Ms. Chularat Suteethorn was
elected by the RMC to take the position and chaired the

meetings.

The RMC defined and reviewed the corporate risk
management framework, policy, and processes,
performing as indicated in the Risk Management
Committee Charter, as well as efficiently providing
recommendations for proper risk management
approaches to ensure their accordance with strategic
directions and business plans. The Committee also
consistently and effectively advocated and improved
risk management practices throughout the Company
on a par with international standards to forge corporate

culture. The meetings this year are highlighted below.
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. Endorsed the amendment 2020 Key Risk Indicators
(KRIs) and the strategic risk management plan for
petrochemical investment, and monitored the
outcomes of oil hedging together with those of Clean
Fuel Project (CFP) foriegn exchange hedging for
Q4/2019

. Endorsed the risk management plan for the issuance
and offering of US dollar bonds, the liability management
framework, and the adjusted target prices for oil

hedging

. Monitored oil hedging outcomes, updates on CFP,
Thaioil Sriracha Buildings Project, Jetty Expansion
Project (No. 7 and No. 8), and the outcomes of CFP
foriegn exchange hedging as well as corporate risk

management for Q1/2020

. Revised the RMC charter and corporate risk management
policy, endorsed the risk management plan for the
shareholding restructure in the power business,
monitored the outcomes of oil hedging, CFP foreign
exchange hedging, and corporate risk management
for Q2/2020, and acknowledged the RMC’s

performance report for the first half of 2020

. Endorsed the modification for oil hedging framework
before tabling for the Board’s approval, and monitored
the outcomes of oil hedging, CFP foriegn exchange

hedging, and corporate risk management for Q3/2020

. Endorsed the risk management plan for the guidelines
on restructuring Thaioil’s marine transportation

business

7. Endorsed the 2021 corporate risks mitigation plans,
and KRIs before tabling for the Board’s approval,
endorsed the risk management plan for TOP SPP
Co., Ltd.’s power plant expansion project, and
monitored the outcomes of corporate risk management
for Q4/2020

8. Endorsed the addition of the 2021 KRIs, guidelines on
restructuring Thaioil’s marine transportation business
and the risk management plan, and acknowledged

2020 RMS performance report

The RMC concluded that this year Thaioil has developed
a comprehensive corporate risk management system
for all aspects of risks and commanded continual
risk management practices to cope with prevailing
circumstances. The meetings were regularly arranged
to review key and urgent risks, rendering Thaioil and
Subsidiaries’ risk management effectiveness. Thaioil
could effectively and suitably manage key corporate risks

to be within indicated risk appetite.

December 22, 2020

On behalf of the Risk Management Committee

O ubidon,

(Ms. Chularat Suteethorn)
Chairman of the Risk Management Committee

Thai Qil Public Company Limited
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CORPORATE GOVERNANCE

COMMITTEE REPORT

Police General Aek Angsananont

Chairman of the Corporate Governance Committee

Dear Shareholders

Good corporate governance (CG) and a code of conduct
represent an integral part of the core mission to which
Thai Oil Public Company Limited has always been
strictly committed to ensure the Company’s sustainable
success and compliance with the corporate governance
policy at both domestic and international levels. The
Board of Directors (the Board) has therefore appointed
the Corporate Governance Committee (the Committee),
currently consisting of three directors, chaired by
Police General Aek Angsananont, along with Mr. Yongyut
Jantararotai and General Kukiat Srinaka as members,
to take charge of supervising, monitoring, and promoting
the compliance of business conducts to CG and the

code of conduct.

In 2020, the Committee held five meetings as planned
with perfect attendance, carried out all their duties under
the charter, and regularly reported the task outcomes to

the Board as summarized below.

1. Development of CG Guidelines

The Committee conducts the annual review of its
corporate governance policy and guidelines as well as
its charter. In 2020, the Committee gave the approval
to improve the guidelines for stricter, clearer, and more

complete protection of the use of insight information.

Moreover, the Committee considered Annual General
Meeting of Shareholders (AGM) planning in line with the
corporate governance laws and regulations as well as

various measures to prevent the spread of COVID-19.

2. Supervision, Promotion, and Monitoring of Compliance
with the CG Policy, Anti-corruption Policy, and Code of
Conduct

The Committee considered and endorsed Thaioil's CG

annual development plan including the code of conduct,

anti-corruption, and treatment of stakeholders, which

is proposed by management, provided comments
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and suggestions, and monitored the implementation.
Examples of key activities carried out in 2020 included
the promotion of awareness and behavior of working
with transparency, fairness, and auditability through role
models; the cultivation of CG awareness through the
activity CG in DNA: Executive Quotes; the improvement
of information communication methods for investors in the
form of Virtual and Conference Call; the standardization
of Service Level Agreement (SLA); the application of
sustainable procurement standards ISO 20400: 2017;
and the improvement of employees care through four
Happiness Project consisting of health, financial, mental,

and social cares.

Moreover, the Committee considered essential plans
directly related to CG, such as granting the opportunity
for shareholders to propose 2021 AGM agenda, and
nominate candidates for director election, and endorsing
the Board’'s 2019 performance evaluation and the

evaluation form of the Board’s 2020 performance.

3. Promotion of Corporate Social Responsibility (CSR) and
Sustainable Development (SD)
The Committee endorsed the CSR development plan
which covered communities surrounding the refinery
and society in general. The CSR activities for communities
surrounding the refinery includes education, public
health, religion, culture and tradition, and the environment
conservation. In 2020 the activity highlights were “Thaioil
Weaving Youth’s Dream to Professional Athlete” cooperated
with renown sport clubs and a associations to inspire
Thai youth to play sports and optimize free time away
from drugs; and “Thaioil’s Refining Happiness Market”
held at the designated area of the office building as a

channel to distribute products of OTOP project, community

enterprise, cooperatives, and other business operators
to support the communities and generate incomes. This is
one of many activities to improve the base-of-pyramid
business and ease the economic impact from the
COVID-19 outbreak. The social development projects
included the installation of solar power system for two
additional hospitals to solve the problems of electrical
system, ensure power security, and reduce electricity

expense.

With reference to sustainable development, the
Committee reviewed Thaioil and Subsidiaries’
sustainable management policy to suit synchronize
and support the vision and business strategies on a par
with international sustainable direction. The Committee
also reviewed the long-term sustainable strategy that
covered the environmental, social, and governance
(ESG) to support the sustainable vision and goal of

becoming the centenary company.

With strong determination to demonstrate standards of
CG, social responsibility, and sustainability management
through 2020, Thaioil is widely accepted at national and
international levels. For example, the Company was listed
as a Dow Jones Sustainability Indices (DJSI) member for
the eighth consecutive year and recognized as Industry
Leader among listed companies in Oil & Gas Refining
and Marketing Industry for the sixth year. The Company
was also listed among ASEAN Top 20 Publicly Listed
Companies and Country Top 3 of Publicly Listed
Companies in the ASEAN CG Scorecard 2019; was
assessed with 2020 Corporate Governance Report
(CGR) of Thai Listed Companies and achieved an
“excellent” level (90 - 100 points) which is the highest

level for the 12" consecutive year; achieved 100 AGM



Checklist Score for the fifth consecutive year; and earned
Prime Minister’s Industry Award 2020 for Corporate
Social Responsibility from the Social and Community

Development Project.

These achievements are evidence of the determination
and commitment to promote, develop, and supervise
Thaioil’'s operation based on good corporate governance
in tandem with social responsibility and sustainable
development, and in accordance with the Company’s
mission “To enrich stakeholders’ well-being and deliver
sustainable returns built upon innovation, technology,
and resilient portfolio with top-class management and
accountable corporate governance”. This is to ensure that
Thaioil will achieve sustainable growth, earn shareholders’
conviction, generate value and benefits for stakeholders,
and acquire international acceptance for further benefit

of the country.

January 19, 2021

On behalf of the Corporate Governance Committee

—

(Police General Aek Angsananont)
Chairman of the Corporate Governance Committee

Thai Qil Public Company Limited

021
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NOMINATION AND REMUNERATION

COMMITTEE REPORT

Dear Shareholders

The Board of Directors (the Board) appointed the
Nomination and Remuneration Committee (NRC), which
consists of at least three directors, the majority of whom
must be independent directors. The current NRC is
made up of Air Chief Marshal Suttipong Inseeyong
(independent director, serving as chairman), Associate
Professor Dr. Pasu Decharin (independent director),

and Mr. Buranin Rattanasombat (director).

The NRC's duty is to recruit qualified people under
Thaioil’s process and criteria for nomination as Thaioil’s
directors and Chief Executive Officer (CEQO) and
President. The NRC also selects directors to serve on
Board committees and reviews director remuneration
models and criteria before proposing for the consideration
of the Board and the Annual General Meeting of

Shareholders (AGM) as required by law.

In 2020, the NRC completely executed all duties stated
in the charter, arranging five meetings fully attended by
all incumbent members (meeting attendances shown on

page 103).

Air Chief Marshal Suttipong Inseeyong

Chairman of the Nomination and
Remuneration Committee

Below are the highlights of NRC’s execution in 2020:

1. Reviewed the director recruitment approach to
enhance Board diversity by adding guidelines
that disregard differences in gender, age, race,
nationality, place of birth, or origin as restrictions for
the recruitment, which agrees with international

corporate governance

2. Reviewed the directors’ remuneration structure for
the approval of the 2020 AGM. From the comparison
with that of leading companies in similar industries,
Thaioil’s criteria and director’s remuneration structure
remained appropriate. The same amount as that of
2019 remuneration was proposed and already

approved by the 2020 AGM.

3. Recruited and nominated experts as directors strictly
under the process and criteria stated in the Corporate
Governance and Code of Conduct Manual for the
approval of the Board or the AGM as required by law.

The NRC took into consideration the Directors’ Pool



of the State Enterprise Policy Office and Institute of
Directors (IOD) Charter. It also reviewed individual
and overall qualification composition of the Board to
suit Thaioil’s size, category, complexity, and diversity of
businesses, covering aspects of education, skills and
proficiency, experience, and specialized competency
related to Thaioil’s businesses as well as independence

as prescribed by the law and Thaioil’s requirements.

. Recruited and nominated directors for four Board
committees, namely the Audit Committee, Corporate
Governance Committee, Risk Management Committee,
and NRC and tabled these lists for the Board to
appoint in place of vacancies or directors with term

completion.

. Organized orientation and provided useful documents
to newly appointed directors. In 2020, four new directors
were appointed: namely Mr. Terdkiat Prommool,
Mr. Buranin Rattanasombat, Mr. Plakorn Wanglee,

and Professor Dr. Supot Teachavorasinskun

— 023

6. Assessed the performance of the CEO & President and
tabled the proposed annual salary adjustment for the

Board’s consideration

7. Supported the granting opportunity for minor
shareholders to propose agendas and nominate
candidates as directors to nomination process at
least three months before the 2021 AGM through

Thaioil’s website.

January 13, 2021

On behalf of the Nomination and Remuneration Committee
M

(Air Chief Marshal Suttipong Inseeyong)
Chairman of the Nomination and Remuneration Committee

Thai Oil Public Company Limited
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SUBSIDIARIES’ =
VISION, MISSION

AND STRATEGIES

Throughout more than 59 years of success
and excellence in the energy business, Thaioil
and Subsidiaries have determinedly refined
knowledge and long-accrued experience to
remain an organization with full potential for
production, marketing, and management in
the energy industry and in pursuit of proudly
becoming a centenary entity.

This year Thaioil and Subsidiaries continued to
focus on its ViSiON of Empowering Human Life
through Sustainable Energy and Chemicals,
with the MisSSion to enrich stakeholders’
well-being and deliver sustainable returns
built upon innovation, technology and
resilient portfolio, with top-class management
and accountable corporate governance. The
goal is to promote sustainable corporate
growth by extending the petroleum business
into the petrochemical and high-value product
businesses to meet future customers’ needs,
achieve top-quartile investment returns, lower
earnings volatility through business diversification
with due consideration for all stakeholders’
interests and with governance-based business
conduct to ensure the sustainability of the

economy, society, and the environment.
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To achieve the Vision and Mission, Thaioil and Subsidiaries set strategic goals to become a robust energy and

chemical company while being able to deliver sustainable returns and better quality of life to all stakeholders through

three key strategies and approaches as follows:

o1

Value
Maximization

Value Maximization by integrating present and future business value chains and
extending from oil refining (the current core business) through the pursuit of
petrochemical investment and extension to high-value products to meet customers’
needs. The execution can be divided into four business as follows:

Refinery Business: to enhance the strength in becoming a leading refinery in the
region while supporting national energy security, with emphasis on sustainable

business excellence.

Aromatics Business: to constantly pursue business growth opportunities with
emphasis on extending the value chain to downstream businesses.

Olefins Business: to pursue business growth opportunities to the olefins business
by leveraging the availability of feedstock which is by-products of oil refining
in the future.

High-value Product Business: to enhance value to Thaioil and Subsidiaries’
products by focusing on delivery of products tailored to customers’ needs and
satisfaction.

02

Earnings
Diversification

Earnings Diversification by diversifying the investment portfolio to secure revenue
through pursuit of green business opportunities and innovative businesses in
line with future trends for greater flexibility of investment portfolio. The execution
can be divided into two businesses:

Power Business: to support power security for production process and generate
secured income for Thaioil and Subsidiaries by investing in power business with
emphasis on the renewable-energy base.

New Businesses: to pursue opportunities in green businesses and innovative
businesses in line with future trends, involving production technology, sustainable
technology, and technology involving future consumption of energy, by raising
the ratio of innovative businesses through investment in Venture Capital Funds
and direct investment in startup businesses, as well as commercialization of
innovations created by Thaioil and Subsidiaries.

03

Supply Chain Management
as a Growth Platform

Supply Chain Management as a Growth Platform by integrating collaboration
among Thaioil and Subsidiaries, ranging from supply of feedstock, customer
service, to product delivery to regional customers via the optimization of
distribution and logistics management, promotion of Thaioil and Subsidiaries’
greater competitiveness, and accommodation of present and future investment

projects.

To efficiently achieve these strategies, Thaioil and Subsidiaries had adopted 4Ps for effective execution: namely,

1) People, by grooming their potential to drive future businesses; 2) Patronage, by focusing on delivering value

and answering to customers’ and benefactors’ needs by creatively co-creating businesses; 3) Partner, by forging

collaboration with allies for joint business formation; and 4) Platform, by optimizing current knowledge and business

platforms to enhance competitiveness. In addition, Thaioil and Subsidiaries value stewardship of the environment,

society, and corporate governance to ensure the achievement of truly becoming a sustainable organization.
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Awards and Certificates
of our Achievements 2020

Dow Jones Sustainability Indices (DJSI) Membership for the 8" consecutive year

with the recognition as Industry Leader in the Oil & Gas Refining and Marketing Industry for the 6" year

02

Top Sustainability Assessment Score in the Oil & Gas Refining and Marketing Industry for the 6" year

03

The Prime Minister’s Industry Award 2020 on Social Responsibility Category

04

Thailand Sustainability Investment (THSI) 2020 for the 6" consecutive year

05
06
07

Three awards of excellence at the 10" Asian Excellence Awards 2020 event:
Asia’s Best CEO
Asia’s Best CFO

Best Investor Relations Company

08

Model organization for Human Rights Award 2020

09

The Asset ESG Corporate Award 2020

10

Sustainability Disclosure Award 2020

1

CSR-DIW Continuous Award for the 12" consecutive year,

Department of Industrial Works, Ministry of Industry

CONFERENCE & AWARDS

Greenhouse Gas Emission Reduction Model Organization 2020

13

Environmental And Safety Governance Banner (Sak Chaisidhi Co., Ltd.)

14
15
16

ASEAN CG Scorecard Awards for listed companies
Top 20 of ASEAN
Top 3 of Thailand

Among Top Assessment Scores

17

2" renewal of CAC membership

18

Excellence Rating; the Corporate Governance Report of Thai Listed Companies (CGR)

19

Full score (100) against the AGM Checklist 2020

20

21

PTT Group Operational Excellence Award 2020
Best Practice Project, Silver Award, for the TOP Green Tracking Project

Zero Unplanned Shutdown of six processing units

22

PTT Group Oil Logistics Excellence Award for Best Performance in Terminal Cost

23

Sustainable Procurement Certificate ISO 20400:2017 from MASCI
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to the volatile situation. This operational

excellence together with cost control measures

have consistently secured Thaioil and
Subsidiaries a position in the 1 quartile with
leading oil refineries in Asia Pacific in cash

== cost, operational availability, and safety.




1. Operational Excellence amid Volatile Global
Economy
The year 2020 was a year of huge challenges from the
persistent US-China trade war and the fluctuation of the
world oil price caused by the oil price war, resulting in
the downfall of the average crude price. The situation
was aggravated by the outbreak of COVID-19, which
structurally reshaped business conducts and ways of
lives. Several countries announced a lockdown, causing
petroleum product demand to nosedive, particularly that
for jet fuels due to flight restriction across the globe.
These factors have slowed down the economy around
the world including Thailand, which relies heavily on
exports, facing the decrease in oversea purchasing
power. Moreover, the tourism sector was severely
affected by the decreasing number of foreign tourists.
As a result of the lower demand for petroleum products
and the slow economy, Thaioil and Subsidiaries posted
aloss in its accounting gross refining margin (accounting
GRM) of 1.9 USD per barrel. As for aromatics business,
the performance was still pressured by oversupply
due to new capacities, especially from China, while
the demand dropped due to the COVID-19 pandemic.
The lube base oil business also faced recession.
The overall business posted an accounting gross

integrated margin (accounting GIM) 0.1 USD per barrel.

Despite all circumstances, Thaioil was committed to
business excellence through operational excellence in
parallel with prioritization of stakeholders’ benefits,
leading the Company to formulate proactive plans and
strategies. Over the course of 2020, work processes have
been adjusted to be more flexible and consequently
more responsive to the volatile situation. This included

adjustment to the crude procurement plan as well as
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production and sales plan, the reduction in jet fuel

production capacity, the liquidity management to
accommodate the altered investment plans and the
volatile financial situation, as well as cost control. All
these attempts have saved Thaioil more than THB 3.150
billion and maintained the operating cost at low level.
Despite the lower demand for petroleum products
because of the COVID-19 pandemic, Thaioil successfully
maintained its refinery utilization at 101 percent. This
operational excellence has consistently secured Thaioil
and Subsidiaries a position in the 1 quartile with
leading oil refineries in Asia Pacific in cash cost,

operational availability, and safety.
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Moreover, Thaioil and Subsidiaries cultivate in all staff
the awareness of safety, resulting in an excellent safety
record compared to other leading companies in the
industry, both national and international. Thaioil also
underlined the management of marketing strategies
for commercial excellence through adjusting work
processes to be more flexible and customer focused,
expanded customer base while keeping good relations
with existing customers, and executed proactive hedging
to mitigate risks from volatile spread between crude
and product. Above all, Thaioil and Subsidiaries still
maintained their position as the country’s major fuel
producer, with the distribution proportion of 31 percent of

the total domestic demand of petroleum products.

Although the COVID-19 pandemic and oil price war had
affected Thaioil and Subsidiaries and caused a loss of
THB 13.754 billion in Q1/2020, THB 10.772 billion of which
was stock loss, with the aforementioned management
endeavors, from the performance increased THB 10.453
billion during Q2/2020 to Q4/2020, resulting in a total loss
of THB 3.301 billion for the entire 2020.

2. Achievement of Sustainable Business Management
at National and International Level
To sustain changes in industrial environment, which
involve climate change, stricter environmental regulations,
consumers’ behavioral change regarding the use of
technology, growth in demand for renewable energy,
and development of disruptive innovation or technology,
Thaioil and Subsidiaries outlined the corporate vision
and goal regarding sustainability with the focus on
balanced and sustainable growth. In 2020, Thaioil
identified strategies and KPIs for short-term and
long-term sustainability, which covered environmental,

social, and governance aspects to ensure that business

goals can be attained together with sustainable and

balanced growth in all aspects.

In addition, Thaioil and Subsidiaries successfully
maintained their position as a leader in the industry
and in sustainability management in economic, social,
and environmental aspects. The corporate governance
standard has been elevated to ensure fairness,
transparency, clarity, and auditability throughout the
supply chain. To achieve this, Thaioil and Subsidiaries
has applied the integrated governance, risk, and
compliance (GRC) management system to enhance
operation efficiency, as well as promote anti-corruption
and human rights. For the social aspect, Thaioil and
Subsidiaries have always valued relationship with
communities surrounding the refinery, and managed
complaints and other issues through efficient
procedures, resulting in a high score in the community’s
satisfaction towards refinery. Importantly, Thaioil and
Subsidiaries also valued human resource development
and staff engagement, considered key to long-term
business success. For energy, the environment, and
safety, Thaioil and Subsidiaries prudently operated
under its master plan for environmental and safety
management to sustain the capacity expansion project
on site. In 2020, Thaioil and Subsidiaries carried out 19
energy efficiency improvement projects, which contributed
to 746,264 gigajoules less energy consumption and less
direct greenhouse gas (GHG) emissions by up to 51,084
tons of carbon dioxide equivalent per year. Thaioil and
Subsidiaries also joined the public sector in reducing
GHGs at both business and national levels. The 239-MW
combined-cycle power plant project of TOP SPP Co., Ltd.
was assessed by the Thailand Voluntary Emission
Reduction Program (T-VER) and received, for two

consecutive years, approval for its carbon credit



certification of 315,387 tons of carbon dioxide equivalent in
the category of clean fuels and high-efficiency technology
at the international level. The accumulation of more than
643,271 tons of carbon dioxide equivalent was certified.
(The carbon credit calculation period was between April 1,
2018 and March 31, 2025, totaling seven years as stated
by project requirements.) The Low Emission Supporting
Scheme project (LESS) is an energy efficiency improvement
project selecting three energy efficiency sub-projects:
1) a study project to change the type of catalyst in the
CCR unit to achieve energy reduction from less fuels;
2) a project to reduce the hydrogen-hydrocarbon ratio for
energy reduction at HCU-1; and 3) a project to enhance
heat exchange efficiency by injecting an anti-limescale
substance into the heat exchanger of CDU-3 to save
fuel. The attempt resulted in a reduction of GHGs of over

49,773 tons of carbon dioxide equivalent.

The achievement in sustainable business management
has earned Thaioil and Subsidiaries the recognition at
both national and international levels. In 2020, Thaoil was
listed as a member of Dow Jones Sustainability Indices
(DJSI) for the eighth consecutive year, and recognized
as Industry Leader for the sixth year in the Oil & Gas
Refining and Marketing Industry. Thaioil and Subsidiaries
also received the platinum award, the highest level of
ESG award in Asia earned by Thailand’s companies,
from the Asset ESG Corporate, and the award for 2020
Thailand Sustainability Investment from Stock Exchange
of Thailand, recognizing Thaioil as one of the sustainable
stock investments (SET THSI Index) for six consecutive

years.

3. Achievement in Production Excellence and
Integrated Management
Thaioil and Subsidiaries focused on group integration

management among the refining, aromatics, lube base oil,
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and surfactant for cleaning products (Linear Alkyl
Benzene: LAB) to enable alignment of production and
distribution planning. This resulted in maximum efficiency
and ability to produce higher value and quality products
than those of conventional refineries to meet the market
demand. Despite the COVID-19 outbreak in 2020, causing
the domestic demand for jet fuel to drop by 90 percent
the highest, the efficient and flexible operation has
secured Thaioil and Subsidiaries’ refinery utilization at
101 percent. Production processes have been adjusted
to be in line with changing market demand. This
included the adjustment of procurement to ensure that
types and volumes of crude matched the signified
production capacities. The production of jet fuels was
reduced while production of other products, such as
gasoline, diesel, and aromatics, was increased in
response to market demand emphasizing maximum
production efficiency and profit. The power, marine
transport of petroleum and petrochemical products,
and solvent businesses were also integrated to ensure

strength of Thaioil and Subsidiaries’ entire supply chain.

Under such circumstances, productivity improvement
and cost reduction were crucial approach for Thaioil and
Subsidiaries in 2020. This included margin improvement
through such projects as Hydrocarbon Management
Review, where benefi