Management’s Discussion and Analysis for the yearnded December 31, 2016 for
Thai Airways International Public Company Limited and Its Subsidiaries

1. Executive summary

The world economy in 2016 was insubstantially reted. However, the US economy
continued to regain, the European economy wasustdertain after the Brexit. The Japanese
economy tended to improve in the export sector eviig Government decided to delay the
increasing in the value-added tax, there wastbglweakness in domestic consumption which
made the economy vulnerable; meanwhile, the oveadnomy China and Asia remained
sluggish. Ol prices also remained low, althoughdgan to rise in late 2016 because OPEC's
oil production capacity remains at a high level.

The Thai economy in 2016 improved due to the sponsprBbm private consumption
and Government’s investing activities of small istveent disbursement and transport
infrastructure. The tourism sector still well erdad from foreign tourists, primarily Chinese
and the CLMV tourists, who continued to visit Tlaaitl steadily. However, it was temporarily
affected by cracking down on zero-dollars tourisnd @ahe impact of the bombings in the
Southern part of Thailand. Export sector recovdredn the favorable economy of major
trading partners: ASEAN and CLMV countries whiclvéa progressive economic direction.

According to IATA (International Air Transport Assiation) 2016 data, the passenger
traffic and passenger production indicated the inaetl growth in which increased by 6.3%
and 6.2% respectively resulting average cabin fasts 80.5%. Airlines in the Middle East
and the Asia-Pacific region had the highest gromatk at 11.8% and 8.3% respectively due to
the global economic upturn. Oil prices were still the low level which caused the fare
decreased. However, the global aviation industnytinoed to face economic and political
improbability while various terrorist incidents acoed during the first half i.e. bombings in
Jakarta, Indonesia, bombing the airport in Brusdgddgium, terrorism event in Nice, France,
and the attack at the Istanbul's Atatirk intermaticairport, Turkey , etc. Fortunately, the
degree of terrorist activities waased during the second half of 2016. The expatbsalso
continued to recess due to the slowdown of wordedrvolume but began to improve in the
second half of 2016, resulting in the freight |dadtor went down from 44.1% last year to
43.0% this year.

Overview of Thailand's aviation industry was likétygrow in a better direction by the
affirmative factors from more demand in emergingrkets and the emergence of low cost
carriers, including the readiness of infrastructiresupport the expansion. The number of
inbound foreign passengers visiting Thailand in@ffoved by 32.6 million passengers, 8.9%
increasing from last year which indicated the exp@am of Thai aviation industry was in line
with the growth of both South East Asia and theldvariation industries.

In 2016, THAI entered into the second phase of tthasformation plan “Strength
Building” by embarking on 4 main strategies: 1) geting aggressive revenue 2) reducing
cost and increasing efficiencies 3) building calids for sustainable growth; 4) creating
excellent quality of service. This year, THAI hatplemented these main tasks by



- Using information technology to enhance revenamagement effectiveness and
other services such as Automated Fare ManagemesterByto rapidly establish more
competitive fares, Customer Relationship Manager@RM) including the Service Ring to
integrate all touch points for service excellermagd Route Network Management System for
better route connectivity.

- Network expansion: in 2016, THAI inaugurated thefdlowing routes:
Bangkok- Tehran, Iran on October 1, 2016, PhukBtankfurt on November 16, 2016 while
resuming Bangkok-Moscow on December 15, 2016. MaeolrHAI added flight frequencies
in European routes such as London, Brussels, atw ddsOctober 30, 2016 while enlarging
regional routes: ASEAN, China, and India via Thailgnas the efficient instrument for carry
connecting passengers of THAI via the base at Sadumi airport.

- Increasing the fleet capacity by taking delivery2ohirbus 350-900XWB which
were planned to operate in mainly intercontinermvate such as Bangkok - Rome, Bangkok -
Milan.

- Sales of aircraft and delivering them to buyeraleat 5 aircraft which consisted
of 2 ATR72, 2 Airbus A330-300, and 1 Airbus A340058ircratft.

- New flight attendants (TQV 2016), totaling 565 pmsis, were enlisted to
support the future growth and compensate for tisemte of the flight attendant, participating
MSP and retirement. The first group started workimgNovember 2016, which is expected to
reach the full by the middle of next year.

- Continuing the Mutual Separation Plan (MSP) fronst lgear for general
employees (excluded cockpit personnel and fligienalants). The total staff joining the
program were 280 staff, 11 and 269 staff were &ffecon June 1, 2016 and July 1, 2016,
respectively.

- New business class service improvement includiregsiervice of cabin crew,
meals and beverage aimed to create services diffare with the appropriate cost structure,
and meet customer’'s needs. The program had bewganSeptember 17, 2016 in Bangkok — Narita
route. It is currently operated on European, Jajglaldle East, Australia and New Zealand route.

According to these development programs which vpeogen their successes indicated
by better financial status and in other areas tieguthe improving customer satisfactions.
THAI has been awarded in many areas. For exaniplédl was awarded by 2 institutions:
Skytrax(Skytrax Awards) in 2016 in 2 categories ahhwere the first World's Most Improved
Airline in service quality and the World's Best e Lounge Spa. THAI also received the
Best South-East Asian Airline 2016 Award at the TT&vel Awards for 10 consecutive
years.

In 2016, the Group took delivery of 2 Airbus A3500XWB; simultaneously,
decommissioned 2 operating lease aircraft: Boeid@ 7800 resulting unchanged in total
number of 95 active aircraft in THAI's fleet as BDecember 31, 2016 which was equal to
December 31, 2015. Aircraft utilization increageam 10.9 hours last year to 11.5 hours this
year. Production traffic (ASK) increased by 1.9%iley passenger traffic (RPK) increased by
2.5%. Average cabin factor was 73.4% higher thast year's 72.9% with 22.3 million
passengers carried representing 4.8% increasinglast year.



THAI and its subsidiaries’ financial performance2ifl6 showed an operating profit of
THB 4,071 million while last year was a loss of THE304 million or 412.2% a leap of
improvement from last year mainly because totaleesp decreased by THB 13,565 million
(7.1%) resulting from the decrease of fuel expdns@HB 17,907 million (28.3%) resulting
from the falling jet fuel prices by 21.6% and betigel risk management. Net finance cost
reduced by THB 431 million (7.7%) because of thigcieint cash management and financial
restructure engagement but non-fuel operating esgoarcreased by THB 4,773 million (3.9%)
mostly due to increase in maintenance and overbgoénses. Total revenues decreased by
THB 8,190 million (4.3%). Passenger and excesg&gg revenue reduced by THB 4,428
million (2.9%) due to the fuel surcharge adjustmedile other revenues reduced by THB
3,775 million since last year THAI received the urence compensation from the delay
delivery of economy class seats, the amount of BLB8 million.

This year THAI and its subsidiaries had one-timst¢em occurred from maintenance
provision based on actual conditions of aircraftl anaintenance contractual obligations,
amount of THB 1,317 million, then expense from Bfanmation plan, the amount of THB
1,228 million, and impairment loss of assets ancraft, amount of THB 3,628 million but had
THB 685 million gain on foreign currency exchandgéonsequently, THAI and its subsidiaries
reported the net profit of THB 47 million. Profitt@butable to owners of the parent amounted
to THB 15 million. Profit per share was THB 0.041®0.2% higher than last year’s loss per
share of THB 5.99.

EBITDA was THB 24,856 million, THB 5,296 millior27.1%) higher than last year.
EBITDA margin was 13.8%, as compared to last yeap®rted 10.3%.

2. Summary of Operating Results for Thai Airways Intemational PCL. and its subsidiaries
Financial Performance

The consolidated financial statements for 201&isté1 of THAI's financial statement and
5 subsidiary companies which are 1) THAI-AmadeusitBeast Asia Co.,Ltd., 2)Wingspan
Services Co., Ltd., 3) THAI Flight Training Co.,d,t4) Tour Eurng Luang Co., Ltd., and 5)
ThaiSmile Airways Co., Ltd.



Financial Performance: THAI and its subsidiaries

Jan - Dec
Unit : Million Baht Variance
2016 2015
MTHB %

Total operating revenues 180,557 188,747 -8,190 -4.3
- Passenger and excess baggage revenue 148,060 152,488 -4,428 -2.9
- Freight and mail revenue 18,578 18,651 -73 -04
- Revenue from other activities 11,674 11,588 +86 +0.7
- Other income 2,245 6,020 -3,77% -62.[7
Total operating expenses 176,486 190,051 -13,565 -7)1
- Fuel and oil 45,336 63,243 -17,907 -2843
- Non-fuel operating expenses 126,015 121,242 +4,773 +3{9
- Net finance cost 5,135 5,566 -431 -7.7
Operating profit (loss) 4,071 (1,304) +5,37¢ +412.2
Less Maintenance provision for operating lease aiir 1,317 - +1,317 8
Less Expense from Transformation plan 1,228 4,167 -2,93¢ -70.6
Less Impairment loss of assets and aircraft 3,628 12,157 -8,529 -70.2
Add Gain (Loss) on foreign currency exchange 685 3,512 -2,827 -80.5
Loss before income tax (1,417) (14,116) +12,699 +90.0
Net Profit (Loss) 47 (13,047) +13,094 +100.4
Profit (Loss) attribute to owners of the parent 15 (13,068) +13,085 +100.11
Net Profit (Loss) per share (THB) 0.01 (5.99) +6.00 +100.2
Significant operating data
EBITDA (MTHB) 24,856 19,560 +5,296 +27.1
Number of passengers (Million) 22.26 21.25 +1.01 +4.8
Available Seat-Kilometers (Million) 85,042 83,479 1,563 +1.9
Revenue Passenger-Kilometers (Million) 62,442 60,893 +1,549 +2.5
Cabin factor (%) 73.4 72.9 +0.5
Passenger yield (THB/RPK) 2.35 2.46 -0.11 -4.5
Available Dead Load Ton-Kilometers (Million) 3,591 3,514 +77 +2.2
Revenue Freight Ton-Kilometers (Million) 2,132 2,091 +41 +2.
Freight load factor (%) 59.4 59.5 -0.1
Freight carried (Ton) 589,829 559,283 +30,546 +5|5
Freight Yield (THB/RFTK) 8.18 8.45 -0.27 -3.2
Number of aircraft(As of December 31) (Aircraft) 95 95 - -
Flight hours (Hours) 388,727 374,831 +13,896 +3.7
Aircraft utilization (Hours/Aircraft/Day) 115 10.9 +0.6 +5.5
Average foreign currency exchange rate

1USD :THB 35.2897 34.2861 +1.0036 +2.9

1EUR :THB 39.0348 38.0611 +0.9737 +2.6

100 JPY : THB 32.5435 28.3389 +4.2046 +14.8
Average jet fuel price (USD/BBL) 56.73 72.37 -15.64 -21.6

Note : EBITDA = Total Revenue (Exclude gain/lossforeign currency) - Total Expenses (exclude fireaoast, tax, depreciation
and amortization, and impairment losassfets and aircraft expenses)



Revenues of Thai Airways International PCL. and itssubsidiaries

For the year 2016, total revenues decreased by §HABO million (4.3%) from the
same period last year with details as follows:

e Passenger and excess baggage revenue

Passenger and excess baggage revenue decreadddBbw,428 million(2.9%)
since

e Average passenger yield (including fuel and insceasurcharge) was 2.35
THB/RPK, decreased by 0.11 THB/RPK(4.5%) resultimglower passenger revenues by THB
6,870 million; whereas, the weakening Thai Bah&iast the major revenue currencies
partially benefited more revenue. When excludinghseffect, the approximate passenger yield
was 2.31 THB/RPK which decreased by 0.15 THB/RBK %) or approximately THB 9,366
million due to the reduction of fuel surchargeimelwith the falling fuel prices and the heavier
competition.

e Passenger traffic (Revenue Passenger-KilometeRK) fhcreased by 2.5% or
approximately THB 3,810 million since the traffiscreased in almost all routes, especially
intercontinental routes: Australia and Europe, udotg the domestic routes by ThaiSmile.
Production traffic (Available Seat-Kilometers:ASkKyreased by 1.9% resulting average cabin
factor was 73.4% compared to last year's 72.9%.

Passenger operation performance classified by regioTHAI and its subsidiaries

Variance (%) Cabin Factor (%)

ASK RPK 2016 2015
Regional +4.2 +0.4 71.8 74.5
Intercontinental -1.3 +3.7 75.4 71.8
Domestic +11.7 +13.6 71.8 70.7

Passenger and excess baggage revenue classifiecelgjon: THAI and its subsidiaries

Unit : Million Baht 2016 2015 Variance
MTHB %

Passenger and excess baggagsenue

Regional 79,350 82,118 -2,768 -3.4
Intercontinental 55,916 58,644 -2,728 -4.7
Domestic 12,427 11,095 +1,332 +12.(
Non-schedule flight 367 631 -264 -41.8
Total Passenger and excess baggagavenue 148,060 152,484 -4,424 -2.9

- Regional passenger and excess baggage revemumiza to THB 79,350 million, a
decrease of THB 2,768 million (3.4%). In 2016, THicreased traffic production for
supporting the growth in Asia region by launchihg hew route, Bangkok- Tehran, Iran on
October 1, 2016 and expanding the new routes agekitay ThaiSmile throughout ASEAN,
China, and India regions resulting the traffic proiion increased by 4.2% while passenger
traffic increased only by 0.4% since the impactnfraero-tourist dollar and the fierce
competition in Japan and Middle East routes catisedower passengers than last year’s but
increased in ThaiSmile instead. Cabin factor e@eed from 74.5% last year to 71.8% this



year. The fuel surcharge adjustment and the gtcompetition from the increase of low cost
carriers, especially long-haul operation, causeddtver yield by 2.8%.

- Intercontinental passenger and excess baggagaue amounted to THB 55,916
million, a decrease of THB 2,728 million (4.7%) anTHAI decreased traffic production by
1.3% according to the termination of many routes ttuthe first phase of transformation plan
during 2015. In 2016, THAI adjusted flight schexlby increase the traffic production in
Australia and Europe including Phuket — Frankfumt dovember 16, 2016 while resuming
Bangkok-Moscow on December 15, 2016 due to thevexgoof Russian economy resulting
overall passenger traffic increased by 3.7%. Cé#ditor increased from last year’'s 71.8% to
75.4% this year but passenger yield decreasedd8%.7.

- Domestic passenger and excess baggage reveraust@t to THB 12,427 million,
an increase of THB 1,332 million (12.0%) since plassenger traffic increased by 13.6% while
yield decreased by 1.2% resulting from the petietrafrom Low Cost Carriers using the
discount fare as the strategy to expand their matkares. This year, THAI increased flight
frequency in the high traffic demand by using Tmail® for additional flights and replacement
flights in some routes such as Bangkok- Surat THahiang Mai-.Phuket, and so forth. As a
result, Production traffic increased by 11.7% whibbin factor was 71.8% higher than last
year's 70.7%.

- Freight and mail revenue

Freight and mail revenue decreased by THB 73 anill{0.4%) because average
freight yield was 8.18 THB/RFTK, a decrease of OTMB/RFTK(3.2%) or around THB 575
million over last year mainly due to the reductminfuel surcharge . Freight traffic (Revenue
Freight Ton-Kilometers: RFTK) increased by 2.0 %aoound THB 345 million because of the
recovery of export sector, especially the secortidia2016. Average freight load factor was
59.4%, slightly changed from last year’s 59.5%.

- Other income

Other income decreased from last year, the amadumtH® 3,775 million(62.7%)
from last year due to the recognition of compensdtiom Kl Holdings Co., Ltd. (Koito) for the
delay delivery of economy class seats , an appr@emmount of THB 3,968 million.

Expenses for Thai Airways International PCL. and i subsidiaries

Total expenses for 2016 was THB 13,565 milliori%@) lower than the same period last
year. A summary of operating expenses is as fetlow

e Fuel and oil expense was THB 17,907 million (28.3%) lower thest year due to a
decrease in average jet fuel price by 21.6%. Degiag THB against USD caused expense in
THB increased. The fuel hedging fee of THB 6,604ion or 63.6% was lower than last year.

¢ Non-fuel operating expensavas THB 4,773 million (3.9%) higher than last year
Details as follows:



Jan - Dec
Unit : Million Baht % of % of Variance
2016 Total 2015 Total
Expense Expense MTHB %

Expense
Employee benefit expenses 28,767 2p.8 29,892 4.6 -1,125 -3.8
Flight service expenses 20,818 16.5 20,474 16.9 4443 +1.7
Crew expenses 5,353 4|2 5,313 1.4 +40 +0.8
Aircraft maintenance and

overhaul costs 15,670 12|14 10,311 B.5 +5,859 52.0n
Depreciation and

amortization expenses 17,991 14.3 19,133 15.8 -1,142 -6.0
Lease of aircraft and spare parts 9,871 7.8 8,950 7.4 +9211 +10{3
Inventories and supplies 8,1%1 4.5 7,829 6.5 +322 +4.1
Selling and advertising expen 9,404 7.5 9,499 7.8 -9b -1/0
Insurance expense 570 0 614 D.5 44 7.2
Other expenses 8,841 7.0 9,369 V.7 -518 5.5
Share of losses (profits) of

associates 579 0.5 (132) (0.1 +711 +53816
Non-fuel Operating Expense 126,01% 1000 121,242 100.0 +4,773 +3.9

e Employee benefits expensamsisting of personnel expense, employee benefits
management benefits and board of directors’ bendétreased by THB 1,125 million (3.8%)
due to the lower number of employees - both restaff, the Mutual Separation Plan - MSP for
general employees, and Golden Handshake scheniiégfdrattendants to manage manpower
based upon THAI's transformation plan. The grouppefticipants joining these programs
totalled 1,277 in 2015 and 404 staff in 2016, retipely.

e Flight related expenses consisted of fligihvise expenses, crew expenses, and
Inventories and supplies increased by THB 706 omlli2.1%) due to the depreciation of Baht
compared to major currencies which consisted of BUJBRapanese Yen, and Australian dollar
and additional number of flights.

¢ Maintenance and overhaul increased by THB 5,35Bami{52.0%), mainly due to
a decrease of THB 3,330 million for engine resioraimaintenance reserve expense under
Maintenance Reserve clause of aircraft lease agnetsnin 2015. The said engine restoration
maintenance reserve expense amount is coveredotlyegirengine-manufacturers’ maintenance
agreement, a kind of Flight Hour Service Agreemeaml is then classified as reclaimable
money when maintenance activities meet the reinelouest condition, if excluded this item
maintenance and overhaul would increase by THB @,@d#llion which mainly from
maintenance provision for operating aircraft based actual conditions of aircraft and
maintenance contractual of obligation and aircraftirn conditions provision under aircraft
lease agreemeand the higher engine maintenance rate.



e Depreciation and amortization decreased by THBZLrillion (6.0%) due to the
decrease in average number of active aircraft agahes and fully depreciated aircraft. Despite
there were new aircraft under finance leases atiti fleet last year.

e Lease of aircraft and spare parts increasefHB/ 921 million (10.3%) due to
increase in 4 operating lease aircraft during 202816 comprises of 2 Boeing B787-8 and 2
Airbus A350-900XWB aircraft while 3 Boeing B737-4@perating lease aircraft had been
returned in 2015 and 1Boeing B777-200 in Decemb&62

e Other expenses decreased by THB 518 million (5%f6p this year provision of
deteriorating aircraft spare parts was lower tlaghyear and from continuing cost management
program based on transformation plan.

Share of loss of associataacreased by THB 711 million(538.6%) from last yedhe
details as follow:

- Nok Airlines PCL.’s amount of THB 1,051 millionds, increase in loss of THB 908
million,

- Bangkok Aviation Fuel Services PCL’'s amount of TBB) million profit, an increase
of THB 127 million,

- Phuket Air Catering Ltd.’s amount of THB 63 nalh profit, an increase of THB 26
million,

- Royal Orchid Hotel (Thailand) PCL’s amount of TIB million profit, an increase of
THB 23 million,

- Donmuang International Airport Hotel Ltd.’s amouwsft THB 33 million profit, an
increase of THB 14 million , and

- Suvarnabhumi Airport Hotel Ltd.'s amount of THB &tillion profit, an increase of
THB 7 million.

Net finance costdecreased by THB 431 million (7.7%) due to loweerage interest
rates this year, applying cash management policpptiimize cash balance, and financial
restructuring while the weakening THB against EURI dPY, major currencies of long-term
liabilities, also increased higher expense in Baimh.

Expense from Transformation plantotaled THB 1,228 million, which mainly consisted
of the compensation of Mutual Separation plan gatial incentive provision to employees as a
reward for collaborating to changes due to thesfamation plan.

Maintenance provision for operating lease aircrafttotaled THB 1,317 million mainly
due to the maintenance provision based on the lactunitions of aircraft and maintenance
contractual obligation.

Impairment loss of assets and aircraftvas THB 3,628 million, alecrease of THB
8,529 million (70.2%) with the following details:

- Impairment loss of aircraft, consisted of 6 AirbAB40-600, 4 Airbus A340-500, 2
Boeing B747-400F(freighter), 2 Boeing B747-400 éhdBoeing B737-400 aircraft, totaled
THB 2,893 million and the provision for impairmdoss for engines of these aircraft: Airbus
A340-500 and A340-600 aircraft, were THB 325 millio

- Impairment loss of assets increased by THB 128amidue to higher reserve for
damaged rotable spare parts which were unrepaifiaielast year.



Gain on foreign currency exchangewas THB 685 million consisted of THB 613
million unrealized gain resulting from revaluatiai foreign currency loans, assets and
liabilities as of December 31, 2016 with realizedhgof THB 72 million.

3. Financial Position and Liquidity

Capital Expenditures - The Group

Jan - Dec
Unit : Million Baht
2016 2015
Aircraft and aircraft spare parts 6,607 16,097
Non-Aircraft 303 522
Total 6,910 16,619

Capital expenditures for 2016 was THB 6,910 milliandecrease of THB 9,709 million
from last year since there is none of financiabéaircraft added to the fleet this year while
there were 6 aircraft consisted of 3 Boeing B770ER aircraft and 3 Airbus A320-200
aircraft during last year. Capital expenditureghis year were

- Investment in aircraft and aircraft spare partaltett THB 6,607 million which was the
prepayment for acquisition of 4 Airbus A350-900XVeBcraft and 3 TRENT XWB-84 spare
engines used for Airbus A350-900XWB aircratft.

- Investments in other fixed assets amounted to 3e@Bmillion.

Financing

In 2016, THAI financed in the total amount of THB,804 million as the following
details

1) Issuing THB 7,000 million new domestic deberdur@n December 23, 2016, for
offering placement to institutional investors amddocredited investors. The objective is to repay
loan with higher financial costs, repay the deb@stiat maturity, and / or use as an investment
and / or working capital.

2) Acquiring long-term financing from EXIM bank &éd JPY 4,084 million, or
approximate THB 1,386 million to use for refinar&cAirbus A330-300 aircraft, and

3) Withdrawing the financing loan from Ministry ofinance by issuing Euro
Commercial Paper (ECP) in foreign currency and drgwdown of its committed revolving
credit line from domestic financial institution toll-over for short-term loan repayment at
maturity and use as working capital, a total o238, million baht.



Summary of cash from and used in each activityaar®llows:

Unit : Million Baht Jan - Dec
2016 2015
Net cash from operating activities 24,559 18,567
Net cash used in investing activities (3,826) (721)
Net cash used in financing activities (28,171) (20,838)
Effect from changing in exchange rate on cash as ¢
equivalents increase 47 427
Decreases in cash and cash equivalents (7,391) (2,565)

In 2016, THAI's net cash used in financing actestiamounted to THB 28,171 million
due to both short-term and long-term repaymentshviiiere higher than last year due to the fewer
financing this year. Net cash used in investntyvities, amount of THB 3,826 million which
increased from last year due to aircraft prepaynmeitiding 4 Airbus A350-900XWB and 3
spare engines, Trent XWB-84 used for A350-900XWBHAI's net cash from operating
activities totaled THB 24,559 million, an increadeTHB 5,992 million from last year because
THAI's operating result showed the operating pruoiitile last year's loss. Consequently, cash
and cash equivalents as of December 31, 2016 decrdeom the end of last year, THB 7,391
million.

Fleet

In 2016, THAI's consolidated had 2 new operatingske aircraft: Airbus A350-
900XWB, but grounded 2 operating lease aircrafteiBg B777-200 aircraft resulting, as of
December 31, 2016, THAI's net active aircraft flagts 95 aircraft which equaled to at the end
of last year including 20 Airbus A320-200 aircrafterated under ThaiSmile.



Assetsof Thai Airways International PCL. and its subsidiaries

As of December 31, 2016, total assets decreas@tiByl19,347 million (6.4%) from as
at December 31, 2015.

Consolidated
Dec 31, 2016 Dec 31, 2015 Variance
% of % of
MTHB Total MTHB Total MTHB %
Assets Assets

Current assets

Cash and cash equivalents 13,390 4.7 20,781 6.9 -7,391 -35.6

Non-current assets classified as

held for sale 12,322 4.4 15,094 5.0 2,777 -18.4

Other current assets 33,662 11.9 34,59¢ 11.4 -934 -2.7
Current Assets 59,374 21.0 70,476 23.3 -11,102 -15.9
Property, plant and equipment

Prepaid aircraft and spare engine 9,647 8.4 15149 1.8 +4,156 +75.7

Aircraft 44,686 15.8 44979 149 -293 -0.7

Aircraft under finance leases 112,917 39.9 126,251  41.8 -13,334 -10.4

Aircraft spare parts 10,228 3.6 12,464 4.1 -2,237 -17.9

Work in process 371 0.1 61 - +310 +508.2

Land, building and improvements 13,872 4.9 14,731 4.9 -861 -5

Other plant and equipment 3,170 1.1 4,305 1.4 -1,135 -2614
Property, plant and equipment-net 194,891 68.8 208,285  68.9 -13,394 -6.4
Other non-current assets 28,859 10.2 23,71 7.8 +5,149 +21.7
Total Assets 283,124 100.0 302,471 100.0 -19,347 -6.4

Current assets were THB 59,374 million or accourfted21.0% of total assets, a
decrease of THB 11,102 million (15.8 %) from asDafcember 31, 2015. The significant items
consisted of

- A decrease in cash and cash equivalents of TA817million (35.6%), mainly from
net cash used in financial and investing activitrgsich were higher than net cash from
operating activities combined with the cash managggmolicy to hold cash at the appropriate
level.

- Non-current assets classified as held for saleredsed by THB 2,777 million
(18.4%) mainly due to additional provision of aaftrimpairment and sale of 5 aircraft: 2
ATR-72, 2 Airbus A330-300, and 1 Airbus A340-50€ceaft.

Property, plant and equipment-net totaled THB 194 &illion or represented 68.8 %
of total assets, which saw a decrease of THB 13i8#libn (6.4%) from December 31, 2015
resulting from the normal calculation of aircraéipdeciation and the prepaid aircraft and spare
engines which increased by THB 4,156 million raagltfrom aircraft prepayment of 4 Airbus
A350-900XWB and spare engines prepayment of 3 TREMIB-84 used for A350-900XWB
fleet.



Other non-current assets totaled THB 28,859 milbonepresented 10.2% of total assets,
which increased by THB 5,149 million (21.7%) frosy@f December 31, 2015 resulting from

- increase of deferred tax assets, THB 1,38Bom was from the tax for increasing
maintenance provision of operating lease aircaattl

- increase, approximately THB 4,913 millioam,maintenance reserve corresponds to
an increase in maintenance provision to plan focraft maintenance according to its
utilization and maintenance condition. Once aftddAT will perform the maintenance
according to criteria under lease agreement, TH#I ikimburse from lessors the maintenance
reserves deposit.

Return on assets of 2016 was 1.3% comparedttgdass -2.7%.

Liabilities of Thai Airways International PCL. and its subsidiaries

Total liabilities as of December 31, 2016 decredsedHB 20,009 million (7.4%) from as
of December 31, 2015. These comprise of:

Consolidated
Dec 31, 2016 Dec 31, 2015 Variance
% of % of
MTHB Total MTHB Total MTHB %
Liabilities Liabilities

Current liabilities (excluding current

Portion of long-term liabilities) 64,55b 25(9 3,392 27.3 -9,037 -12.8
Long-term liabilities

Debentures 59,300 23.8 56,60 21.0 +2,700 +4.8

Liabilities under financial leases 64,750 25.9 77,551 28.8 -12,801 -16.5

Long term borrowings 35,933 14.4 43,627 16.p -7,694 -171.6
Total long-term liabilities 159,983 64.1 177,778 66,0 -17,795 -10.0
Other non-current liabilities 24,998 10.0 18,17% 6.7 +6,823 +37.5
Total Liabilities 249,536 100.0 269,545 100.0 -20,009 -7.4

Current liabilities (excluding current portion afng term liabilities’ amount of THB
22,966 million) or accounted for 25.9% of totalblities, a decrease of THB 9,037 million
(12.3%) from last year since the short-term load ancrued expense both decreased THB
7,225 million and THB 4,540 million, respectivelyfhe main reason was from whose major
amount in accrued expense was accrued fuel hedgih@ccrued compensation for staff joined
the MSP program at the end of last year.

Long-term liabilities as of December 31, 2016 (uathg current portion of long term
liabilities’ totaled THB 22,966 million) or represted 64.1% of total liabilities, which was a
decrease of THB 17,795 million (10.0%) from Decem®®, 2015 partially resulting from the
strengthening against EUR and USD as of DecembeR@l6 when compared to the end of
2015 but depreciation of Thai Baht against JPY cidfé the overall escalation of long-term
liabilities translated to Baht terms. When excludektign currency adjustment at the end of
the year, the amount of THB 1,770 million, longatehiabilities decreased by THB 16,025
million mainly due to long-term repayment and tledentures at maturity.



e Other non-current liabilities totaled THB 24,998lan or represented for 10.0% of
total liabilities, an increase of THB 6,823 milli¢d7.5%) due to the maintenance provision for
operating lease aircraft based on actual conditmingircraft and maintenance contractual
obligations. Such expense can be refunded frosoteshen maintenance activities meet the
reimbursement condition.

At the end of 2016, interest bearing debt to equisg 5.0 times when compared to the
end of 2015’s 5.8 times.

Shareholders’ Equity of Thai Airways International PCL. and its subsidiaries

As of December 31, 2016, shareholders’ equity eotalHB 33,588 million, an increase
of THB 662 million (2.0%) from December 31, 2015edio the gain from the change in fair
value of the effective portion cash flow hedges dhe positive results of THAI and its
subsidiaries. Consequently, THAI's return on eqoity2016 increased from -35.2% at the same
period last year to 0.1% this year.

4.  Factors affecting future operatios

The global aviation industry forecast 2017 is expeédo grow by the third consecutive
year since the global economy is recovering; howethe profit this year trends to a slight
decrease from 2016 resulting from the rising oi¢gs and strong competition. In addition, the
US economic policy is under fluctuating.

For the situation of Thailand's aviation industmy2017 is continue to develop due to
the expansion of the tourism industry and the gatitthe Ministry of Tourism and Sport to
promote Thailand as a hub to increase the flighh md the low-cost airlines. From this
expansion would accelerate the higher degree ofpetitton within the aviation industry.
However, the ability to solve the safety standardoerns of Thailand’s Civil Aviation is still a
major obstruction to the growth of the aviationustty. About the accomplishment to solve
Significant Safety Concern(SSC) issue of Thailasdhe vital matter for Federal Aviation
Administration (FAA) in term of elevating the stawd of Thailand’s aviation compliance
organization back from Category 2 to Category 1ciwhvill be positive to Thailand.

In 2017, THAI proceeded the third phase of tramsfition plan, “Sustainable Growth”,
which consists of 6 strategies as follows:

e Profitable and competitive advantage route devewpgmand aircraft type
simplification strategy

e Competitive capability increase and revenue geimgratrategy

e Excellent service ring building strategy

e Competitive cost and efficient operation strategy

e Corporate culture building to sustainability andntan resources development to
excellence strategy

¢ Portfolio management and new business developrmesuttainability strategy

In addition, THAI has established a monitoring @m®x closely to ensure that the
transformation plans will be updated to reflect ¢thange of circumstances promptly.



Also, there are significant action plans as follows

e ThaiSmile at Don Muang international airport wi# terminated operation of since
January 16, 2017 onward by combing the operatiotwdesn HAI and ThaiSmile at
Suvarnabhumi international airport as a single htwame airport. This is a part of the strategic
plan for the forthcoming expansion to the new me@rkehich focus on the fresh international
destinations in India, China, and ASEAN. This plaitli make more convenient for better
connecting passengers between THAI and ThaiSmile.

e Increasing fleet efficiency by taking delivery of new aircraft in 2017 which
consists of 5 Airbus A350-900 XWB aircraft and 2eBay 787-9 aircraft. They are principally
aim to fly in intercontinental routes.

e The New Web and Mobile Platform Projects are intentbcus on the new digital
distribution channels to provide high performanteha same level with the world's leading
airlines and meet customer expectation.

e Retrofitting of passenger seats and entertainmgsierm mainly aim to achieve a
consistency in design of seats and entertainmestérsyacross an entire passenger class to give
satisfaction to the customer.

e Maintenance, Repair, and Overhaul(MRO) Center at thTapao International
Airport project is one of the development areastlom East coast which THAI has been
entrusted by the Government to take action on pinggect because of the readiness and
concrete expertise of staff. After project depleymnot only supports the growth of the
aviation industry in Asia-Pacific region but alsenkefits the development of applications to
other services of THAI such as ground serviceggacaandling and cargo transportation which
will diversify the proportion revenue to be morddmee without relying merely on specific
revenue from passenger transportation.

5. Financial Ratios

Jan — Dec

2016 2015
Liquidity Ratio
Current Ratio (times) 0.78 0.78
Profitability Ratio
Operating Profit(loss) Margin % 2.25 (0.69)
Net Profit (loss) Margin % 0.03 (6.90)
Return on Equity % 0.14 (35.16)
Efficiency Ratio
Return on Total Assets % 1.34 (2.70)
Financial Policy Ratio
Interest Bearing Debt to Equity (times) 4.98 5.84
Total Debt to Equity (times) 7.43 8.19
Interest Coverage Ratio (times) 4.66 3.32




GLOSSARY

Current Ratio = Current Assets (Excluding Non-Current Assetssified as held for sale / Current Liabilities
(Excluding Unearned Transportation Revenues)

Operating profit(loss) Margin = Operatingprofit (loss)/Total Revenue (excluded gain on fgnecurrency
exchange)

Net Profit(Loss) Margin = Net Profit(Loss) / Total Revenue (excluded gairforeign currency exchange)
Return on Equity = Net Profit(Loss) / Average Shareholders’ Equity
Return on Total Assets= Profit(Loss) before interest and tax/ Averagfaltassets
Interest Bearing Debt to Equity = (Short-term Loan + Long-term Loan including @nt
portion of Long-term Loan within 1 year) /
Shareholders’ Equity
Total debt to equity ratio = Total liabilities/Shareholders’ Equity

Interest Coverage ratio= EBITDA/interest



