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“A US $41 billion corporation,
the Aditya Birla Group is in the League
of Fortune 500. It is anchored by an
extraodinary force of over 120,000 employees,
belonging to 42 different nationalities.”

“InNNisIndunuydIunyals Fortune
nauadngwasanluusinnanaglusiodoussn
yunalked 500 duduvallan Fibuaus:naums
YaA 41WUANUMSgunoaansansy ua:uwuanau
AJKUONT 120,000 AU AN 42 lz”}amﬁ"

MR KUMAR MANGALAM BIRLA,
CHAIRMAN OF ADITYA BIRLA GROUP
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VISION h

“To be the most respected,
dynamic and sustainable global
Carbon Black Business”

ddunfFiu MISSION

“WueasAnshlasunaudediogidn “To be a premium global
Oway ua:zLaulnegrsgigulugsia conglomerate with a clear focus
msuauluans:aulan on each business”

G —
“tWunguusenguuis:qaulannd
Whruedaruluuna:ssni”
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COMPANY PROFILE

Thai Carbon Black Public Company Limited (TCB)
was incorporated in 1978 to produce Carbon Black (CB).
The commercial operation began with a capacity of 16,000
TPA of CB. With regular expansions and debottlenecking,
TCB'’s current capacity stands at 240,000 TPA which is
15 times of its initial capacity. TCB also has the capacity
to produce 370 MT / hour of Steam and 49.70 MW / hour
of Electricity. TCB is listed at Stock Exchange of Thailand
since 1992 with market capitalization of Baht 9,600 million
as on 31st March 2017.

TCB factory is located in Angthong province. The
company is accredited with ISO 9001:2000, OHSAS
18001:1999, ISO/TS 16949:2002. TCB has also been
awarded the prestigious TPM Excellence award by JIPM,
Japan and Deming prize for total quality management.

Our product under brand of “Birla Carbon” offers
wide range of Carbon Black for Rubber and specialty
applications.

Almost half of TCB'’s production is exported to more
than 20 countries worldwide. TCB’s product meets the
stringent quality expectations of customers in Japan,
Australia, Philippines, Singapore, India, Malaysia,
Indonesia, Vietnam, Taiwan etc.

The company has been making continuous efforts
to improve productivity and quality of its products to cater
high-end markets. Being a prominent exporter, a significant
contributor to exchequer and a major employer in Angthong
Province, the company is contributing to the economy of
Thailand.




FINANCIAL HIGHLIGHTS
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COMPANY ONLY / law1:usgn
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usun Tngmsuauluan “1na (Unau)

Unit : Million Baht

yagl 1 A1ULN

2559-60 2558-59 2557-58 2556-57 2555
2016-17 2015-16 2014-15 2013-14 2012
12 months 12 months 12 months 12 months 12 months
Fuemadu Financial Status
Aunineau Total Assets 16,299 15,276 13,159 13,375 14,649
Mﬁaumu Total Liabilities 4,815 4,797 3,296 4,230 5,591
doureadieu Shareholder'S Equity 11,484 10,479 9,863 9,145 9,058
NAMIANLLUIUY Operating Results
YAAINTEIB8N Export Sales 1,912 1,895 3,087 3,366 4,278
yaAnIsauineli Local Sales 3,128 2,941 3,521 4,423 4,968
Uszina
ﬂﬂm‘mﬂ?ﬂ‘m‘% Total Sales 5,040 4,836 6,608 7,789 9,246
se/lAgan Total Revenues 5,495 5,278 7,018 8,123 9,534
ﬁ'w"l,:“‘i?”uﬁu Gross Profit 1,487 1,057 1,185 1,250 1,107
finlegna Net Profit 1,185 796 850 528 729
'ﬂ"agaﬁiaﬁu (un) Per Share Data (Baht)
Nutlung Dividend 0.80 0.60 0.60 0.44 0.44
ﬁﬂizﬁ‘ﬂ?ﬁ Earnings 3.95 2.65 2.83 1.76 2.43
YARIPNLTTYT Book Value 38.28 34.93 32.88 30.48 30.19
Note : * Dividend for 2016-17 is proposed and subject to shareholder’s approval
vinneme) * Butfunanest] 2559-60 Tiinaualignetiuaiysi
CONSOLIDATED / us@¥nua:usgngos
2559-60 2558-59 2557-58 2556-57 2555
2016-17 2015-16 2014-15 2013-14 2012
12 months 12 months 12 months 12 months 12 months
F1UzmMeRu Financial Status
Auninelaan Total Assets 19,168 16,979 14,778 15,624 16,641
Mﬁauﬁ"m Total Liabilities 4,815 4,797 3,296 4,230 6,473
douzesftiaiu Shareholder'S Equity 14,353 12,182 11,482 11,393 10,168
NAMSAILEUIY Operating Results
ﬂ'ﬂﬂ“ﬂﬂﬂ@*/@ Total Sales 5,040 4,836 6,608 7,789 9,667
se/lAgan Total Revenues 5,467 5,247 6,990 8,215 9,911
ﬁ'ﬂ.iﬂ%ur?”m Gross Profit 1,487 1,057 1,185 1,250 1,035
finlagus Net Profit 2,293 927 994 1,128 922
IayNEaNY (UM) Per Share Data (Baht)
fAnlegnd Earnings 7.64 3.09 3.31 3.76 3.07
yaA1RNLTTyT Book Value 47.84 40.61 38.27 37.98 33.89
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RATIO ANALYSIS (THE COMPANY ONLY] / usénua:usgngoy

2559-60  2558-59  2557-58  2556-57 2555
2016-17  2015-16  2014-15  2013-14 2012
April- April- April- April- Jan-
March March March March Dec
ANTIRIURNINARAN LIQUIDITY RATIOS :
ARINAIUANTINARDY Current Ratio (Times) 3.95 11.22 1.47 1.69 1.76
BNINAIUANTNARDINHY UL Quick Ratio (Times) 3.21 10.52 1.17 0.99 0.53
ﬁmm‘qumuﬁaquﬁnwﬁq Accounts Receivable Turnover 5.67 5.19 6.62 5.73 8.83
(Times)
i‘tﬂ:L’JmLﬁUMﬁL@ﬁlﬂ Average Collection Period 63.53 69.32 54.37 62.82 40.78
(Days)
fmsnnsvyuisuduAIAINRe Inventory Turnover (Times) 5.30 7.73 7.23 4.82 2.85
i‘:f;l:mﬂﬂmﬂauﬁﬂm?{ﬂ Average Inventory Time (Days) 67.93 46.57 49.82 74.70 126.41
ﬁmm’qwguﬁﬂuﬁwﬁ Accounts Payable Turnover 5.35 6.89 9.21 13.00 5.19
(Times)
i:ﬂ:mmﬁ’]i‘wﬁ Average Payment Period 67.34 52.25 39.08 27.70 69.30
(Days)
19ATRUAR Cash Cycle (Days) 64.13 63.63 65.11 109.83 97.89
ANTIAIULAAIAINAINIGD PROFITABILITY RATIOS :
Tumsinls :
ﬂ"{ﬂmmuﬁﬂi%uﬁu Gross Profit Margin (%) 29.51 21.85 17.92 16.04 11.97
gnadawnnlogs Net Profit Margin (%) 21.56 15.09 12.12 6.50 7.64
AnIINANALILNUAREIUIRIETAY  Return on Networth (%) 10.79 7.83 8.95 5.89 8.28
ansduLan9lszansnw EFFICIENCY RATIOS :
lumsantiuay :
ARTUARDLUNUANRUNTNET Return on Total Assets (%) 7.50 5.60 6.41 3.93 572
ANTIUARDLUNUAINRUNTNEDIIT  Return on Fixed Assets (%) 93.35 66.59 68.39 33.42 51.87
RN TV WA B LIRRUNS T Total Assets Turnover (Time) 0.35 0.37 0.53 0.61 0.63
angdaudAsziulauns FINANCIAL POLICY RATIO :
NNMSIEY
ﬁmmzhwﬁzﬁquvifamumméﬁ@ﬁu Debt/Equity Ratio (Times) 0.42 0.46 0.33 0.46 0.62
AnIdauAua NN lunnginge Interest Payment Coverage 11.10 9.21 8.67 4.41 5.13
mmﬁﬂ (Times)
AR91N193972IUTTUNG Pay-out Ratio (%) 20.26 22.61 21.17 25.01 18.11
TayNGAaR : PER SHARE VALUES :
zamﬂ'ﬂmwuﬁﬁu Par Value (Baht) 1.00 1.00 1.00 1.00 1.00
yaraNTTyT Book Value (Baht) 38.28 34.93 32.88 30.48 30.19
ﬁ’lii‘qw%ﬁi’aﬁ:u Earning Per Share (Baht) 3.95 2.65 2.83 1.76 2.43
Ruilunastasiy Dividend Per Share (Baht) 0.80 0.60 0.60 0.44 0.44
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usun Tngmsuauluan “1na (Unau)

RATIO ANALYSIS (CONSOLIDATED]) / us@nuazusyngog

2559-60  2558-59  2557-58  2556-57 2555
2016-17  2015-16  2014-15  2013-14 2012
April- April- April- April- Jan-
March March March March Dec
ANTIRIUANINARDY LIQUIDITY RATIOS :
ANTIAIUANTINARD Current Ratio (Times) 3.95 10.31 1.47 1.69 1.36
ANIIAUANTNARDINY LT Quick Ratio (Times) 3.21 9.6 1.17 0.99 0.41
é’mma‘qumuﬁﬂugnuﬁmsﬁw Accounts Receivable 5.67 5.19 4.89 5.57 8.55
Turnover (Times)
a:ﬂmmlﬁwf‘:m?{ﬂ Average Collection Period 63.53 69.32 73.66 64.61 42.10
(Days)
fmsnnsuyuiuAuAIAUNEe Inventory Turnover (Times) 5.30 7.73 7.23 4.59 2.89
i‘zﬂzwmmﬂauﬁﬂmﬁlﬂ Average Inventory Time 67.93 46.57 49.82 78.43 124.52
(Days)
ﬁqummwﬁﬂwﬁmﬁ Accounts Payable Turnover 5.35 6.89 9.21 11.99 5.19
(Times)
sreizAndN Tz Payment Period (Days) 67.34 52.26 39.08 30.04 69.36
NATRUAR Cash Cycle (Days) 64.13 63.63 84.40 113.00 97.26
é’m’ldqmmmmwmmsn PROFITABILITY RATIOS :
Tumsvinimls
Famdauslafugu Gross Profit Margin (%) 29.51 21.85 17.92 16.04 10.70
gnsnaaurinlegns Net Profit Margin (%) 41.94 17.67 14.21 13.73 9.31
fnsuanauunusiadiuasiiay  Return on Equity (%) 17.28 7.84 8.69 10.39 9.48
ARTIEIULARILTERNEN N EFFICIENCY RATIOS :
lumsafiuanu
AAINUARDLUNUAINAUNTNET Return on Total Assets (%) 12.69 5.84 6.54 7.16 5.42
ARTINARALUNUANNAUNINEDIIT  Return on Fixed Assets (%) 168.41 74.92 76.93 75.42 51.94
FRIINTVN WALV RIRUN TNET Total Assets Turnover (Time) 30.25 33.05 45.98 52.18 58.19
angdrudiasziulaune FINANCIAL POLICY RATIO :
NIIMFIY
ﬁmmqwﬁmuﬁimﬁqmméﬁ@ﬁu Debt/Equity Ratio (Times) 0.34 0.39 0.29 0.37 0.64
ARINAIUANMNAINNTNIUNNTTENSE  Interest Payment Coverage 10.90 8.94 8.42 5.45 5.06
m'ﬂmﬁﬂ (Times)
AR Rutluna Pay-out Ratio 10.47 19.41 18.12 11.70 14.31
Tayasfany : PER SHARE VALUES :
H@ﬂ'ﬁmwuﬁﬂu Par Value (Baht) 1.00 1.00 1.00 1.00 1.00
yaRIANLTTYT Book Value (Baht) 47.84 40.61 38.27 37.98 33.89
ﬁﬂﬁ‘fﬁﬂ%ﬁiﬂﬁu Earning Per Share (Baht) 7.64 3.09 3.31 3.76 3.07
Ruilurasiaii Dividend Per Share (Baht) 0.80 0.60 0.60 0.44 0.44
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MAJOR MILESTONES & ACHIEVEMENTS

AWAEISIYOIUSEN

The summary of major awards won by the company is as under

asUsasdanusenlasus:rninal iswazildeaaat

2001 “Benchmarked for HRM BEST PRACTICES”

2001  “IQRS Level-7 Certification”

2001 “Best Productivity Company in Thailand”

2001 “TPM Excellence Award - First Category”

2001 “Deming Prize “

2001 “IMC Ramkrishna Bajaj National Quality Award (Merit)
2001 *“Golden Peacock Global Quality Award”

2002 “ISO 9001 : 2000 Certification”

2002 “OHSAS 18001 : 1999 Certification”

2002 “White Factory Award - 2002” (Anti-Drug Campaign)
2002 “The Asia Pacific Best 200 Small Companies”

2002 “ISO/IEC 17025 Certification”

2002 *“Thailand Quality Class Award - 2003”

2003 “Best Employer in Asia Award” (Ranked #5)

2003 “Best Employer in Thailand Award” (Ranked #1)
2003 *“Safety, Occupational Health & Environment Award”
2003 *“Oustanding Company - Labour Relationship”

2003 “Oustanding Company - Welfare Management”
2003 “The Asia Pacific Best 200 Small Companies”

2003 “TPM Consistency Award - First Category”

2003 “Best Performance Management Company”

2003 “Thailand Quality Class Award - 2003”

2004 “ISO/TS 16949 : 2002 Certification”

2004 “Safety, Occupational Health & Environment Award”
2004 “Oustanding Company - Labour Relationship”

2004 *“Oustanding Company - Welfare Management”
2004 *“Green Factory Award”

2004 “The Asia Pacific Best 200 Small Companies”

2005 *“Oustanding Company - Welfare Management”
2005 “TPM Special Award - First Category”

2005 Best Performance Management Company

2006 To Be Number One Award” (Anti-Drug Project

2006 Best Performance Management Company

2006 Best Client Award for Quality Management - 2006
2007 Certification on “National Standard for Labour Skill
2007 Chairman’'s WCM Awards 2007 - Platinum Level
2007 The Asia Pacific Best 200 Small Companies

2008 The Asia Pacific Best 200 Small Companies

2009 National QC Promotion Award 2009

2009 River Conservation and Restoration Outstanding Award
2009 Good Governance Certificate on Environmental Governance
2010 National QC Promotion Award 2010

2011 National QC Promotion Award 2011

2012 National QC Promotion Award 2012

2012 QCC National Award 2012

2013 National QC Promotion Award 2013

2013 QCC National Award 2013

2014  National QC Promotion Award 2014

2014 QCC National Award 2014

2015 National QC Promotion Award 2015

2015 QCC National Award 2015

2015 Award for 100% use of Helmet campaign

2016 QCC National Award 2016

2016 CSR Excellence Recognition Award

2016 Zero accident campaign

2017 QCC National Award 2017

By Thailand Productivity Institute
By DNV (Norway)
By Prime Minister of Thailand
By Japan Institute of Plant Maintenence (JIPM)
By Union of Japanese Scientists & Engineers (JUSE)
By Indian Merchants’ Chamber

By Institute of Director, India.

By BVQI (Thailand)

By BVQI (Thailand)

By Angthong Governor

By Forbes Magazine

By TISI, Thailand

By Prime Minister of Thailand

By Hewitt Associates

By Hewitt Associates

By Prime Minister of Thailand

By Labour Minister

By Labour Minister

By Forbes Magazine

By JIPM, Japan

By Stock Exchange of Thailand

By Prime Minister of Thailand

By BVQI (Thailand)

By Prime Minister of Thailand

By Labour Minister

By Labour Minister

By Labour Minister

By Forbes Magazine

By Labour Minister

By JIPM, Japan

By Stock Exchange of Thailand

By HRH Princess Ubolrat of Thailand

By Stock Exchange of Thailand

By BV Certification (Thailand)

By Labour Ministry

By Aditya Birla Group Chairman

By Forbes Magazine

By Forbes Magazine

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Minister of Industry

By Governor of Angthong

By Minister of Industry

By American Chamber of Commerce
Thai Institute of Safety and Health (Public Organization)
By Minister of Industry
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DIRECTORS REPORT TO THE SHAREHOLDERS

Dear Shareholders,

Your Directors are pleased to present the audited
financials for the financial year ending March 31, 2017.

Macroeconomic overview:

As per the National Economic and Social Development
Board, Thailand (NESDB) the Thai GDP grew 3.2% from
2015 to 2016. This was faster than the upwardly revised
2.9% growth forecast in 2015. Compared to its peers in
emerging Asia, Thailand is growing at a steady rate.

The Thai Baht had performed well amongst the various
currencies in the emerging Asia region. This is due to its
strong external position and the country’s current account

surplus.

In 2016 private consumption and public investment
grew by 3.1% and 9.9% respectively supporting overall
economic growth in the country. However, private
investment grew marginally by 0.4%. Economic activity has
further accelerated in the first calendar quarter (January to
March) of 2017.

In 2016 on the expenditure side: export cycle recovery,
massive investment in the transport infrastructure plan by
the government, and strong household consumption had
helped the economy to grow at a steady 3%+ growth rate.

The economy is forecast to continue on this upward
trajectory in 2017 with a GDP growth of 3% to 4% over 2016.

The NESDB believes thatin 2017 Thailand’s economic
growth will be supported by:

« Expansion of the export sector and subsequent
recovery in manufacturing production and
private investment

« Acceleration of agricultural production and
farm income which will support the expansion
of household consumption

«  Growth in public investment supported by the
transport infrastructure plan ($65 billion across
56 projects)

«  Continuation of tourism receipt revenue

(%) Thailand GDP Growth

8 % per year

.

6

5

4

3

1 0, 0, 0, [0)
0 7.2% 2.7% 2.9%

2012 2013

2014 2015 2016
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In 2017 it is expected that the value of the export of
goods will grow by 2.9%, private consumption will grow by
2.8%, and total investment will grow by 5.3%. The headline
inflation rate is likely to be in the range of 1.2% to 2.2%.

Potential risks

Despite the optimistic outlook for the Thai GDP, the
IMF believes that there are some risks that could impact
the forecast for 2017. These include:
*  Abumpy rebalancing in China may affect growth
and export led recovery
* A shift in the US policy mix of - expansionary
fiscal policy and tighter monetary policy could
generate capital outflows, raise financing costs,
and trigger heightened global volatility
+  Trade protectionism may affect open economies
over the medium term
*  Weaker private investment may reduce domestic
demand and potential growth
» Highhousehold debt could impede consumption
growth recovery

Thailand Tire Production
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Outlook for automotive and tire segments:
Carbon black demand drivers

The automotive industry is the largest user of carbon
black which has applications in tires, rubber components,
profiles, and coatings.

The carbon black demand from the industry is
dependent on OEM demand (new vehicle sales) and
replacement demand (after-sales markets). This sector is
highly susceptible to economic growth and volatility.

In addition to the traditional demand drivers there
are emerging disruptive forces at play which can impact
carbon black demand. These include the growing adoption
of electric vehicles and the increased use of vehicle sharing
vs. vehicle ownership as seen with companies such as
Uber, Lyft, etc.

Demand driver performance

The Notch World Data Book 2016 (Notch) forecasts
4.7% growth in passenger cars and 3.9% growth in
commercial vehicle production in 2017.

As per the data published by the Thai Automotive
Industry Association: Thai automobile and motorcycle
production grew by 5.6% in FY2017 vs. FY2016. This
was supported by a 10% increase in passenger car and
motorcycle production. Commercial vehicle production
reduced by 4.1% as compared to FY2016.

Thailand Tire Production
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Impact of demand drivers

As per the Office of Industrial Economics, Thailand;
2016’s automobile production in part led to an 0.9%
increase in overall tire production in FY2017 over FY2016.

Pick-up truck tire production grew by 3% and
motorcycle tire production grew by 2% (FY16 to FY17).
However; this positive growth was not seen in the bus and
truck segments which saw a drop in production of 6% when
compared to the prior fiscal year.

With all else being equal, carbon black demand should
keep pace with the growth of the tire segment - therefore
positive growth in automotive leads to positive growth in
tires which bears well for the carbon black industry.

China

The global supply chain in the carbon black industry
has improved over the past several years and will continue
to do so going forward. This supply chain enhancement
allows carbon black to move freely from a region of
production to a different region of consumption.
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Itis therefore important to note that this free movement
of carbon black can place negative pricing pressure
on regional producers when competing with potentially
cheaper imports. The price pressure has already been felt
to some extent and is likely to continue going forward.

China Carbon Black Capacity, Production and
Domestic Consumption (%)

7% 77%

2012 2013 2014 2015 2016

I Capacity (KTPY) W production (KT) B Domestic Consumption (KT) — Utilization (% RHS)

Source: Notch Consulting Group
Chinais the single largest producer and net exporter
of Carbon Black in the world, therefore any change to the
supply or demand dynamics in China will bear an impact for
regional producers in the Asia Pacific region and potentially
even Europe and North America.

According to Notch estimates, Chinese carbon black
production in 2016 grew 1.1% over the prior year to 5.06
million tons. Chinese carbon black demand in 2016 grew
by 1.4% over 2015. Exports in 2016 from China were 734
KT, remaining flat year on year. Imports grew marginally
and closed the year at 91 KT.

Global carbon black production, excluding China,
is forecast to be 7.16 million tons in 2016, an increase of
0.8% over the prior year. China’s utilization rate in 2015 was
74%, this was forecast to drop to 72% in 2016. Globally,
utilization in 2015 was 78%, this was also forecast to fall in
2016 by 1.3% to a 77% utilization rate.

This decline in utilization represents a 196 KT per year
net gain in global carbon black manufacturing capacity in
2016 (this takes into account both capacity expansions
and closures).

Full year utilization for the world excluding China was
80% in 2015 and forecast to grow 2.5% in 2016 to 82%. This
increase in utilization reflects not only higher production but
also a reduction in the global manufacturing capacity base.
In countries such as Egypt (Birla), France (Orion), Germany
(Birla), Indonesia (Cabot), and Japan (Tokai) production
capacities were closed in 2016.

China Cabon Black Trade Balance
900 Thousands of Metric Tons

2011 2012 2013 2014 2015 2016
mm |mports mm Exports

In 2016 China exported 734 KT of carbon black. The
target markets were primarily Asian economies such as
Thailand, Indonesia, Vietnam, Japan, India, etc. The top
10 countries of export by volume are all located in the Asia
Pacific region, Thailand emerged as the largest export
market for China.

In spite of the dominance of Chinese imports into
Thailand and other key Asian markets, your company sold
over 202 KT of carbon black in FY2016 an increase of 15%
over the preceding year. This overall growth in sales volume
was attributed to a 15% surge in domestic sales of carbon
black in Thailand.

Feedstock

2016 was a volatile year for crude oil and carbon black
feedstock prices. After a continuous slide from mid-2014 to
early 2016 crude prices began consolidating in the range
of $40 / bbl to $50 / bbl.

The low oil price environment did not boost
consumption, this led to a build-up of inventory. The low
oil price environment persisted despite:

+ Efforts to cooperate on the supply side by oil
producing nations

» Unviable high cost oil production facilities being
shuttered —reducing overall production capacity

* Reduction in fresh investments in the sector

Feedstock prices of USGC Platts 3% Sulfur (FO)
appreciated from $35/bbl (June 2016) to $36/bbl
(September 2016) and reached a peak price of $47/bbl
(February 2017). If the FO prices were to be rebased to a
100 with January 2016 as the reference point, by March
2017 these prices had appreciated 2.28x (ref below).

©) Feedstock Price - USGC Platts 3% Sulfur 843
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Feedstock premiums of USGC Platts 3% Sulfur (FO)
remained high throughout the year in the range of $3.5/bbl
to $6.5/bbl.

In early 2016 the gap between coal tar prices and FO
was as high as $100/ton (almost 2.0x the price of FO). The
Chinese government initiated policies to curb the mining
and consumption of coal this in turn influenced coal tar
prices. The prices remained firm through 2016. Since then,
the gap between coal tar and FO has shrunk considerably.
It should be noted; Chinese carbon black companies are
largely dependent on coal tar as a feedstock source. The
cost advantage traditionally enjoyed by Chinese carbon
black manufacturers arose due to, among other things,
the price differential between FO and coal tar.

The availability of high quality FO also reduced in 2016.
Increased demand from the carbon black industry drove
heavier slurries (another feedstock for the production of
carbon black) to trade at premiums of $10 to $35 per ton.

In this challenging scenario, your company initiated
a procurement, manufacturing, and finance strategy to
protect its bottom line. We:
+ Improved recovery at our production facility
*  Procured feedstock in @ manner that protected
our bottom line
» Focused on cost items
*  Re-positioned our products with superior pricing
— an effort that was supported by high product
quality, excellentand timely delivery, and superb
after sales service

Strategic initiatives:
Operational excellence

Your company maintained an unwavering commitment
at every level of the organization to (1) operational
excellence (2) effective risk mitigation and (3) a safety
focused culture.

Our employees performed their responsibilities and
were supported by well-established processes and tools
that aided in the management of financial and operational
risks.

A flue gas desulfurization plant was successfully
commissioned in FY2017. This plantis working satisfactorily
and stands as a model of our commitment to environmental
stewardship and protection.

Customer engagement and positioning

Your company has made efforts to increase
engagement with its customers through a process of
continuous dialogue. This process has been effectively
managed between our sales & marketing and the
customer’s procurement teams. The process has also been
expanded to include other key stakeholders both at your
company and in our customers’ organizations.

Further, your company has begun the process of re-
positioning itself in the carbon black market place. There is
a focus on conveying a more meaningful value proposition
to customers. We aspire to be a solution provider to
our customers; and are making the right investments in
technology, capabilities, and people to be viewed as a
solutions provider instead of competing on price alone.

Communities

Your company engages closely with local communities
in and around its production facility. We have active
engagement with these communities through numerous
development programs. Some of which include drinking
water for communities, sponsoring meals for students,
assistance to victims of natural disasters, health check-ups,
scholarships, etc.

Energy conservation

Your company has focused on many aspects of energy
conservation through training and creating awareness
programs.

Sustainability

Your company is committed to addressing the
challenges faced by the industry and the future of
the environment through the adoption of Sustainable
Operational Excellence. This initiative is in line with the
Aditya Birla Group’s commitment to employ sustainable
business practices globally. The Group has a clear focus
on (1) responsible stewardship (2) stakeholder engagement
and (3) future proofing.

Awards and Accolades

Your company was awarded by the Ministry of Labor
for Zero Accident Campaign in 2016.

Profitability

Hard work by every employee in your company and
a vigilant focus on operational excellence led to a net
profit from operations of 1,185 million THB (FY2017). This
represents a 49% improvement over the FY2016 net profit
from operations.
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Corporate governance

Your Directors reaffirm their continued commitment
to good corporate governance practices. During the year
under review, your company was in compliance with all laws
related to corporate governance. As a good governance
practice, all employees completed an ethics training

course.
Dividends

With appreciation and thanks for your, our
shareholders’, understanding of the investment requirements
in technology, environmental compliance, and resource
conservation, your Directors are recommending a dividend
of 0.80 THB per equity share.

Acknowledgements

The Board wishes to place on record, its sincere
appreciation to the leadership team and all the employees

of your company. We thank them for adhering to sound
corporate governance practices as demonstrated by
the core principles outlined in the Standards of Business
Conduct and Values of the Aditya Birla Group.

Your Directors also express gratitude to you our
shareholders, the Government of Thailand, the Government
of Angthong province, bankers, financial institutions, all
other business associates and stakeholders including
our valued customers for their ongoing cooperation and
support.

Your Directors appreciate the confidence placed by
all stakeholders in your company and its employees as
evidenced by their ongoing engagement with Thai Carbon
Black Public Company Limited.

Your Directors re-affirm their commitment to work
diligently to create long term value for their shareholders.

For and on behalf of the Board of Directors.

/,?,/ZJ—T

Shyam Sundar Mahansaria

Director
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PERFORMANCE - PAR EXCELLENCE

The company always believes in excellence in all
spheres of management and demonstrated this in all of its
activities like Production, Customer centricity, Engineering,
Commercial, Finance, Human Resource and Training,
Supply Chain, Sustainability etc.

Due to its excellent performance, the company has
achieved many quality certifications and international
recognitions.

The company is certified for ISO/TS 16949, OHSAS
18001 & ISO 14001 from BV Certification (Thailand) for its
quality system as well as Occupational Health, Safety &
Environment and ISO/IEC 17025; Lab Accreditation from
Thai Industrial Standards Institute and these certifications
demonstrates company’s commitment to Safety, Quality &
Environment.

The company has also received prestigious awards
like Deming Prize for Total Quality Management, TPM
Excellence, Consistency and Special Awards for Total
Productive Maintenance (TPM) from JIPM, Prime Minister's
Award for Outstanding Productivity and also benchmarked
as the Best HR Company in Thailand, SET Award 2006
— Nominated for Best Performance company in Industrial
category, BVQI Award 2006 — for Excellent Performance on
Safety, Quality & environmental management systems, To
Be Number One Project Award 2006 — Regional level winner

andtop 10in Thailand from HRH Princess Ubolrat Rajakanya.

These awards confirms about company’s commitment for
Safety, Quality & Environmental Management and gives
competitive advantage for marketing its products and place
for the company on a global platform.

During the year 2008, the company has achieved a
unique distinction of getting 6th time in a row, “FORBES”
award of Asia Pacific’s Best 200 small companies under a
billion”. This is bringing TCB amongst one of few companies
in the world who has been conferred this distinction 6"time.

During the year 2009, the company has achieved
National Quality and Productivity Improvement Promotion
Award, River conservation and restoration Outstanding
Award, Good Governance Certificate on Environmental
Governance from Mr.Charnchai Chairungruang, the
Minister of Industry, Thailand.

During the years 2009-2014, every year the company
has received National QC Promotion Award from Ministry of
Industry. The company also received QCC National Award
every year from 2009 to 2017 organized by the Association
of QC Headquarters of Thailand.
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CORPORATE SOCIAL RESPONSIBILITY

I .”iw}; i
iy

Our vision is to actively contribute to the social and economic development of the communities in which we operate.
In doing so, building a better, sustainable way of life for the weaker section of society and raising the county’s human
development index.

Mrs. Rajashree Birla

Director Thai Carbon Black and

Chairperson Aditya Birla Centre for
Community Initiatives and Rural development

Thai Carbon Black follows the philosophy that “Businesses and communities cannot be separated from each other”.
TCB also believes that strengthening the community and society does not only benefit the society but also strengthen
the organization in the long run. Therefore, it is essential to operate our business with a sense of responsibility to the
community, society and country. TCB actively promotes, sponsors and participates in various of activities to develop
and sustain quality of life of the community and society, also actively take care of concrete environmental. TCB actively
participate in the health, sports, educational, cultural and religious events, as well as other social activities for the benefit
of its employees and the community at large.

TCB is committed and reflects due care and responsibility to all operating processes at all stages and to all
stakeholders by strictly following laws & regulations along with international standards as a good governance company.

To achieve sustainable development in the Economy, Society and Environment, TCB fully performs its duty as a
good corporate citizen and encourages its employees to contribute to community in various kinds of social activity:-
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10.

11.

12.

Support and organize Children Day for children
surrounding community.

Support young children program to realize their potential
and capability in education and sports.

Support foundations and charity organization for helping
and creating better opportunities in Society improve
people quality of life such as Bike Project, OTOP Activity,
Red Cross Society.

Organize Songkarn Festival “Pouring Water to Senior
Persons” encourage employee and people respects to
the elderly people in nearby community.

Gave scholarships to employees’ children, 85 Nos. in
year 2016 and 86 Nos. in 2017.

Support Buddhism activities to the temple surrounding
community.

Support healthy program such as Angthong Cyling
Member Club in each community and Angthong
Province.

“Career Development Project” by applying King’s
Philosophy of “Sufficiency Economy”. This project is
associated with the community leader to bring the
interesting villagers to visit and study the project
about Organic Chicken farm and then bring back the
knowledge to implement. This makes villagers self
sufficient to earn daily income.

Encourage knowledge program to children in community
such as teaching English and cooking food.

Project “Love Community — Love Environment” by
supporting tree plantation in community and by joining
hands with government agency in Angthong, Province.
Project “Home Visit” by Management and CSR officers
to visit the villagers nearby factory, to listen their opinion
and have a good understanding and cooperation with
each other.

Support community development project through “Power
Fund Development of Thai Carbon Black Public Co.,
Ltd.” In the financial year of 2016, there were total 38
projects completed and in financial year 2017, total 15
projects are progressing.
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ENVIRONMENT CONTROL

Carbon Black production process is a closed system
process and does not generate any waste at any stage of
production. However, there are wastes generated at various
areas such as de-mineralization plant, where boiler feed
water is generated, boiler blow down, TG cooling water
plant, plant and equipment cleaning, flue gas from stacks
and waste resulted from routine testing of carbon black
with chemicals. Heat is recovered from waste gases to
generate steam and power for internal consumption and
external sale.

Waste Gas Heat Recovery

TCB has a very efficient waste gas and heat recovery
system. Waste gases (mixture of hydrocarbon gases such
as hydrogen, carbon-monoxide, methane, acetylene, etc.)
obtained as by-products in the carbon black production
process are used as fuel in the waste gas boilers for
generating high-pressure steam. The steam from boilers
is then fed to turbo-generators for generating electricity
to meet internal demand. At present, the available waste
gases with low calorific value can generate substantial
amount of steam to meet the requirements of process
as well as for generating electricity. After meeting TCB’s
captive requirements, balance power is exported.

Extra steam generation is obtained from reactors’
boilers and quench boiler. Part of this steam and the steam
exhausted from turbo-generators is used internally, and the
balance is also exported.

With excellent heat recovery system and no waste
gases is vented out to atmosphere, TCB not only eliminates
gas pollution problem but also reduces the use of fuel oil
which can save huge amount of money to be spent on
import of oil. At the same time itis also earning from steam
and power, which has greatly helped in reducing production
cost and improve its competitiveness.

Pollution Control Practices

Environmental control standards for Air Emission,
Waste Water and Hazardous Waste as regulated by law
have been followed strictly at TCB in compliance with ISO
14001 Standards.

Thai Carbon Black has always been in favor of
protecting the environment with any amount of investments.
Flue gas desulphurization plant costing US$ 7.2 million
was installed and is operational now to help keeping the

environment clean.
Pollution Prevention Practices

In normal operating conditions, no carbon black dust
can leak out from the system, except in extreme emergency
due to machines breakdown, total blackout, etc., smoke
containing carbon black might be vented to the atmosphere
for safeguarding the machines and for safety purpose.
However, the company has taken measures to prevent the
environmental pollution as follows:-

* High efficiency Vent Scrubbers have been
installed in all the reactors to arrest carbon black
dust during venting of gases to atmosphere in
emergency shutdown.

+ Filter bags have been installed in all the Silos
Ventilation Ports to prevent the carbon black from
polluting the atmosphere during normal operating
condition.

+ To prevent carried-over of oil to the settling
ponds, four numbers of oil separating pits, have
been provided at various locations at the plant to
ensure that the oil and grease value at the settling
ponds will not exceed the standard control limits.
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Monitoring System

Monitoring of wastewater from de-mineralization plant
is done at neutralization pit where the pH value of water is
controlled between 6.0 to 8.5 through an automatic online
pH monitoring and controlling system. While effluent water
pH value is also monitored continuously through an online
pH meter which is connected to control room DCS system
to ensure effective monitoring and timely actions are taken
whenever the pH value of the effluent is out of the control
limits.

For air emission, the company is testing boilers and
dryers stacks emission level every Six months are tested by
licensed third party to monitor and ensure that the standard
air emission level is not violated. Our pollution norms are
much better than statutory norms.

The company has over the years identified several
environmental aspects through various functions and
activities, and has set up improvement programs to monitor
the progress and effectiveness of the same. Improvement
programs against aspects such as “Oil leakage & spillage
at oil unloading area”, “Water pollution due to oil spillage
from oil tanker”, “Air & Soil pollution due to Carbon Black
dispatch by sub-contractor”, “Effuent water reduction”,
“Waste management at reactor area”, etc., are few
examples of TCB successful monitoring programs on the
identified environmental aspects.

TCB has upgraded and integrated its Environment
Management Systems by adopting advanced systems
like OHSAS 18001 (Occupational Health and Safety
Assessment Series 18001) and developed its unique EOHS
System (Environment, Occupational Health and Safety
Systems) which has been internalized and marching ahead
towards the goal of “Zero Pollution”, “Zero Waste”, “Zero
Accident” Status.

Changes during the year

Company has initiated several activities to ensure no

carbon black pollution to external areas such as:-

+ Tree plantation as protection strip around the
plant.

* Improved vacuum system in all Packing areas to
avoid carbon black leakage during packing.

* Arranged Team to visitlocal community everyday
to check for any pollution issues.

* Changed material of carbon black conveying
system to stainless steel to avoid corrosion and
leak.

* Installed dust monitor system at stack and monitor
from control room.

« Startuse of liquid petroleum gas forinitial heat up
of reactor, Boiler and dryer combustor to avoid
dust emission.

* All line Annual turn-around at the same time for
full proof maintenance and reduction in risk.

+ Installed CCTV at critical location for better
monitoring of plant.

* Improved vigilance in nights.

» Installation of Flue gas desulphurization plant.

« Use of water curtain at bund wall (East and South
side) to protect dust.

»  Use of Water seal in off-gas header (L#3 & 5) for
better handling of off-gases during off-smoke
condition.

ISO 14001 Team

The company has set up Steering Committee/
Management Review Committee on ISO 14001 chaired
by the CEO with departmental and sectional heads as
members since the implementation of Environmental
Management System in June 1996. The role of the
committee is to monitor and review the effectiveness of the
system, and give guidance for corrective and preventive
measures against actual and potential environmental
related issues.
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HUMAN CAPITAL IN THAI CARBON BLACK

Thai Carbon Black (TCB) value “People” and
recognizes employees as the most valuable asset of
the organization and it is the important key to drive the
organization to success. People development is the integral
part of our competitive advantage and our sustainability
goals. As a leading carbon black company, TCB is
committed to developing and retaining talents by enhancing
their capability, support career growth, and fostering of
diversity and respects, all of these would help enhance their
professional and create happiness for all or our people. The
Group Vision and Values are communicated to cultivate
the awareness and hone thought process of employees
to become good employees of the organization, as well
as good corporate citizen of society.

At present, TCB has total headcounts of 241 people
comprising of 61 female and 180 male employees. 70%
of employees are university graduated. The average
age of employees is 43 years old with average years of
service more than 15 years which reflected experience and
loyalty of the workforce. The attrition rate of the company
is considered low compared to the average attrition rate
of the country. This is the result of caring and motivation
being developed continuously at TCB.

TCB realizes that “communication” is the key channel
to deliver messages from the management to the employees
thus enhancing understanding and promoting healthy
working environment. Our monthly communication program
led by Unit Head was meant to keep employees informed
of company'’s activities and business situations. This two
way communication allows employees to present their new
ideas as well as the area of concerns to the management.

The company recognizes the importance of the
development of human resources. TCB has identified the
individual development plan and nominated employees
to attend both internal and external training for skill and
capability development. We realize that learning would help
to develop and strengthen the capability of employees to

. PR S LI e L e

be able to facilitate the growth and continuous improvement
of organization in the future. TCB has also initiated the
learning organizational culture. TCB continuously promoted
culture that fosters innovation through the quarterly “Birla
Carbon Reward Scheme”. The company has introduced the
E-Learning Program as a tool for Personal Development. The
E-Learning Program contains various interesting courses
to support on technical, leadership and management skill
development. The recognized program such as Harvard
Manage Mentor is also one of our learning mentors in the
E-Learning program.

One of our critical challenges in Thai Carbon Black
is about how to manage employees so that they are
engaged and happy at work which would encourage
them to talk positively about the company, contribute on
working and stay longer till retire with the company and
drive to continually improve company performance. To
achieve these objectives, TCB has implemented employee
engagement survey called “Vibes Survey” every 2 years.
The results of the survey were transformed into actions to
improve the employee engagement. TCB also carried out
the Customer & Stakeholders Engagement Survey to reflect
the performance and to lead to the Competitive Agility.
This strategic alignment converts employee engagement
to drive competitive advantage.

TCB sets Safety as our Priority. The Safety Programs
were identified and carried out as our top priority. The safety
program such as fire evacuation was carried out yearly for
the manufacturing’s site and at employees’ dormitory as the
off-the-job safety practice. Also, the Safety Talks, Pre-shift
communication, 5S, Small Group Activity, and Personal
Protective Equipment Compliance, etc are our daily focus.

TCB has deployed good labor practices to treat
everyone with respect and dignity and respect as
employees’ right. These activities support to achieve our
vision “To be the most respected, dynamic and sustainable
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NATURE OF BUSINESS

Thai Carbon Black Public Co., Ltd. (TCB), is a member
of the Aditya Birla Group (India) which is the third largest
business group of India. TCB is the group’s first carbon
black manufacturing operation, and associates itself with
prominent names in global & regional tire and mechanical
rubber goods industry. With the debottlenecking and
expansions, the company attained the capacity up to
275,000 metric tons of world-class furnace grade carbon
black in its sophisticated manufacturing plantin Angthong.
Current capacity remains limited to 240,000 MT per year with
the mothballing of Line#1. The company was established in
1978 with technical know-how from M/S Phillip Petroleum
Co. Ltd., USA and commenced commercial production in
1980.The company is the first carbon black operation in the
world to achieve 1ISO 9002 (in 1994), and the first carbon
black manufacturer in Asia to achieve ISO 14001 (in 1997).
Others certifications and international recognitions received
are ISO/TS 16949, OHSAS 18001, ISO/IEC 17025, TPM
Excellence Award, the Deming Application Prize, Thailand
Productivity award, Best employee in Thailand and fifth best
employer in Asia, Asia Pacific’s, Best 200 small companies
under a billion of “FORBES” etc.

Carbon Black

Carbon Black is elemental carbon in the form of
extremely fine particles having an amorphous molecular
structure. It's derived from the incomplete combustion of
carbon black feedstock oil through controlled process. In

the older times, the Chinese used Carbon Black produced
from resins and vegetable oils in inks and water colors. The
Greeks and Romans used Carbon Black to paint the walls of
their buildings. Today, Carbon Black’s biggest application
is as reinforcing filler in rubber products. Manipulation of
Carbon Black surface can enhance the physical properties
of rubber. AlImost all rubber products, especially those that
need to have abrasion wear properties, use Carbon Black;
hence, they are black in color. It also helps conduct heat
away from the tread and belt area of the tire, reducing
thermal damage and increasing tire life. Carbon black
particles are also employed in some radar absorbent
materials and in photocopier and laser printer toner, and
other inks and paints. The high tinting strength and stability
of carbon black has also provided use in coloring of resins
and films. Additionally, carbon black has been used in
various applications for electronics. As a good conductor
of electricity, carbon black is used as filler mixed in plastics,
elastomer, paints, flms, adhesives, and paints. Application
of carbon black as an antistatic agent has provided uses
as an additive for fuel caps and pipes for automobiles.

Manufacturing process

Carbon Black is produced by partial combustion of
oils and pyrolysis in the reactor. Carbon Black feed stock
is suitably blended before charging into the reactors.
Predetermined quantities of process air from a process
air header system, fuel natural gas and Carbon Black

ﬂ'lSUﬁﬂﬂ’lS—UOUllUgﬂ: UUUUINS=UIUNIS
CARBON BLACK MANUFACTURE: PROCESS FLOW DIAGRAM
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feedstock are introduced into the reactor, which has been
brought up to the desired temperature level.

Atthe initial stage, carbon nuclei or precursors formed
from the oil combine to form aggregates. The reaction is
stopped at suitable points by direct quenching with water,
at predetermined locations with predetermined quantities.
The entire operation of flow, including the temperature
measurements is controlled by computer-supervised
electronic instrumentation.

Effluents from the reactors are essentially carbon-
laden flue gases containing some combustibles. These
gases are at a temperature between 7000C and 9000C.
This heat is first utilized in preheating incoming process
air in an air pre-heater and then reused to heat incoming
Carbon Black feed stock in an oil pre-heater. This process
maximizes heat recovery and process efficiency. The
effluents from the reactors pass into an inline boiler and
then into a common header called smoke header.

The smoke header leads the carbon-laden flue into
the main bag fiter. Inlet of the flue is controlled at about
280 degree Centigrade. The main bag filter is a filter house
consisting of multi-cylinders, where Carbon Black is filtered.
Clean gases containing combustibles pass out of the filter
to the Carbon Black pellet dryer. Carbon black is recovered
from the bag filters by reverse flow of the flue gases into the
cylinders, performed in rotation one at a time. Carbon Black
thus released from the bags accumulates in the hopper and
is dropped into a pneumatic conveying line through air lock
valves. Two pneumatic conveying fans draw carbon black
from underneath the hopper.

Loose Carbon Black and the conveying gases are
drawn through two micro pulverisers and transferred to the
accumulator tank through a conveying cyclone separator.
The purpose of this cyclone is to separate Carbon Black
from the conveying gas. Loose Carbon Black from the
cyclone separator falls into the accumulator tank and the
conveying gas is drawn by a return fan and returned to the
smoke header at the bag filter inlet.

Carbon Black collected in the accumulator tank is
in a fluffy, powdery form, and being difficult to handle as
such, has to be pelletized. Pelletization is achieved in a
proprietary machine called wet pelletizer where the loose
Carbon Black is mixed with a near equal quantity of water
and small quantities of pellet binders. An indirectly fired
rotary drum dryer is used to dry the wet pellets. Drying is
achieved by burning the part of the waste gases from the
main bag filter in a specially designed combustor. Water

vapors from the dryer are drawn by an exhaust blower and
the exhaust or purge gas exits to the atmosphere.

The entire operation is completely automatic, achieved
by sophisticated electronic distributed control system
of instrumentation. The dried Carbon Black is lifted by
a bucket elevator and passed through a scalper screen
- to separate lumps from the product- and a magnetic
separator - to separate accidental contamination of Carbon
Black by magnetic particles - before discharging into
product storage tanks by product screw conveyors. Lumps
separated from the product are returned for reprocessing.

The Carbon black is then packed into multi-wall paper
bags, polyethylene bags or super-sacks for dispatch to
customers. The packing of paper bags/ polyethylene bags
are achieved by fluidizing of Carbon Black and super-sacks
by gravity fil.

Market Structure

There are more than 100 carbon black producers
worldwide. These are categorized into Global, Regional
and local players. The global players have plants spread
all over the world and operate regionally to keep the freight
cost low. Three big players — Birla Carbon, Cabot and
Orion, who together hold about 34% of the market share,
dominate the market. The global players compete on value
propositions of global presence, R&D capabilities, superior
product quality and strong customer engagement.

Regional Players are medium size players operating
in particular continents or a group of two to three countries.
OCI Company Ltd, Sid Richardson Carbon & Energy,
Bridgestone Carbon, CSRC and Tokai Carbon Co. Ltd are
important regional players. Some players like Black Cat
though operate from single country production facilities
can be termed as regional players because of their higher
production capacities. The regional players compete on
varied propositions of price, optimum quality and proximity
to point of consumption.

Local players are manufacturers who have single
country production facilities and operate in smaller markets
with very low percentage of exports. These players are
small in size and primarily compete in the local markets
on prices.

Carbon black, particularly the tire and rubber
grade which accounts for almost 93% of total carbon
black consumption, is essentially a regional market,
because freight economics play a large role in price
competitiveness. Asia Pacific region, due to concentration of
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tire manufacturers, is one of the largest consumer markets
of carbon black accounting for 61% of world’s consumption.
China is the dominating player in the market followed by
India, Japan, South Korea and Thailand.

While the region was largely balanced till 2010 with
Chinese consumption very near to domestic production,
thereafter rapid capacity expansion in China, primarily led
by cheap availability of coal-tar, has created a demand
supply gap in the region with market being oversupplied.
This is leading to low capacity utilizations, severe
competition and pressures on margins. The situation
aggravated in 2012, and with production in other Asian
countries shrinking at expense of increase in production
and exports from China. The situation continued in 2014-
15 also however 2015-16 has witnessed different market
dynamics due to significant shift in the oil market. Crashing
oil prices and reducing steel output from China has given
competitive edge to non coal tar based CB manufacturers
the trend continues in 2016-17 as well.

Thailand Market

Due to abundant availability of rubber, Thailand is one
of the major tire manufacturing countries. It has presence
of all five global tire producers, three major regional tire
producers apart from fragmented two wheeler tire and
tube producers. Thailand mainly produces PCR tires and
is a major exporter of these tires to North America and EU.
The tire segment accounts for about 79% of the Carbon
Black demand in Thailand and the balance is consumed
by manufactured rubber goods and specialty products like
inks and coatings manufacturers.

Carbon black consumption in Thailand is expected
to grow at a CAGR of 5.8% during 2014-2020 in tandem
with tire production primarily driven by new investments in
country from across the globe; there are a series of new
investment in tire industry of Thailand announced recently
by major tire manufacturers from Germany, USA, Japan and
China. The market demand for carbon black is being driven
by an increase in passenger car tire output, largely driven
by an increase in export shipments, and strong growth in
automotive production.

Thailand has three Carbon Black producers

1. ThaiCarbon Black Public Company Limited - capacity
of approx 240,000MT/ year.

2. Thai Tokai Carbon Product Co., Ltd. - capacity of
approx 180,000 MT/ year.

3. Bridgestone Carbon Black (Thailand) Co., Ltd. -
capacity of approx 50,000 MT/ year. (Mostly produces
for captive consumption for their Thailand and
overseas tire plants)

Thai Carbon Black is the largest producers of Carbon
Black in Thailand. Being part of Birla Carbon gives a
distinctive advantage of having global foot prints and
access to customers in various export markets compared to
other players in the region. The products are well accepted
and established in the international markets including the
Japanese customers which form a major portion of the South
East Asia region. The company exports approx 40-50% of
its production and is able to meet stringent customer quality
requirements through advanced TQM and Quality Circle
processes.

Key Success Factors

* Robust customer engagement and regular technical
collaborations with Key customers.

+ Excellent and consistent product quality, approved
by all tire manufacturers worldwide enables a strong
brand image in Asia Pacific region.

* Major quality accreditations : ISO/TS 16949, ISO
14001, IQRS Level 7, TPM Special award, TPM
Consistency award, TPM Excellence award and
Deming Prize.

* Low cost of production through efficient utilization of
production facility, and continuous improvements in
technology and process. Columbian acquisition has
proved invaluable for TCB by providing it access
to latest technology developments in Carbon black
process.

+ Excellent customer services including Just In Time
delivery to customers.

+ Experienced, Qualified and motivated workforce and
management team.

+ Sound financial position for making required
investments in process, technology and environment

« Focuson sustainable development, excellent relations
with all stakeholders, high business ethics and good
corporate governance.
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Opportunities

With access to technology from Columbian acquisition,
move into high value added products and specialty
grades for various tire and non-tire applications.
Increase share with existing global customers
leveraging the global engagements and excellent
service history.

Become a cost leader in domestic market through
technology and process improvements.

Recent change in raw material landscape is expected
to give Thai Carbon Black PCL competitive advantage
over Chinese carbon black producers.

Heavy tariffs against imports of Chinese tires into the
USA may leverage tire production in other countries
in Asia, like Thailand and Vietnam.

New investments in South East Asian economies by
various tire manufacturers will give Thai Carbon Black
PCL an opportunity to further straighten its presence
as a market leader.

Threats

Partial product substitute may be developed in long
term period. Trends in tire labeling may prompt tire
companies to switch to costlier, less effective but
greener products like silica however no significant
impact expected in near future.

External Factors

Slowdown in global economies and regional imbalance
in demand supply situation in Asia.

Exchange Rate Fluctuation - Thai Baht with USD, and
other major currencies.

Volatility in feedstock prices driven by global oil market
dynamics.

Calamities in Thailand or any of major markets of Thai
Carbon Black PCL.

Trade barriers by importing countries to protect
domestic industry.
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1. Mr. Kumar Mangalam Birla, Director

Age, Education and Shareholding

Directorships in other Companies

Age 49 Listed Companies
Education: Director Thai Rayon Public Company Ltd
- F. C. A. (The Institute of Chartered Accountants of India) . .
) Non Listed Companies
- M. B. A. (London Business School)
Shareholding - Nil Director Thai Peroxide Company Ltd
Conflict of interest - Nil Director Indo Thai Synthetics Co., Ltd.
Board meeting attendance in 2016-17 - None Director Thai Polyphosphate & Chemicals Co., Ltd.
(being foreign director)
Family relation among the management - Son of Director Aditya Birla Chemicals (Thailand) Ltd
Mrs. Rajashree Birla (Director)
2. Mrs. Rajashree Birla, Director
Age, Education and Shareholding Directorships in other Companies
Age 71 Listed Companies
Education: Director Thai Rayon Public Company Ltd
- Bachelor of Arts (Chennai University, India) . .
. . Non Listed Companies
Shareholding - Nil
Conflict of interest - Nil Director Thai Peroxide Company Ltd
Board meeting attendance in 2016-17 - None Director Indo Thai Synthetics Co., Ltd.
(being foreign director) Director Thai Polyphosphate & Chemicals Co., Ltd.
Family relation among the management - Mother of Mr.Kumar
Mangalam Birla (Director) Director Aditya Birla Chemicals (Thailand) Ltd
3. Dr. Santrupt Misra, Director
Age, Education and Shareholding Directorships in other Companies
Age 51 Listed Companies
Education: Director Nil
- PhD, Public Administration (India) . .
i ) ) Non Listed Companies
- PhD, Industrial Relations (Aston Business School, UK)
Director Nil

Shareholding — Nil
Conflict of interest — Nil
Board meeting attendance in 2016-17 — 4 out of 5

Family relation among the management - Nil
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4. Mr. Nirmal Kumar Maheshwari, Independent Director

Age, Education and Shareholding

Directorships in other Companies

Age 60

Education:

- B. Tech from Technological Institute of Textile & Sciences,
Bhiwani, India

Shareholding - Nil

Conflict of interest - Nil

Board meeting attendance in 2016-17 - 1 out of 5

Family relation among the management - Nil

Director

Director

Listed Companies
Nil
Non Listed Companies

Nil

5. Mr. S. S. Mahansaria, Independent Director / Chairman of Audit Committee

Age, Education and Shareholding

Directorships in other Companies

Age 82 Listed Companies
Education: Director Thai Rayon Public Company Ltd
Bachelor of Commerce . .
, , Non Listed Companies
Fellow of Institute of Chartered Accountants of India
Attended Directors Certification Program (DCP 21/2002) of 10D Director Thai Acrylic Fibre Co. Ltd
Shareholding — 1,870 shares (0.0006%) Director Thai Peroxide Company Ltd
Conflict of interest — Nil Director Indo Thai Synthetics Co. Ltd
Board meeting attendance in 2016-17 — 5 out of 5
Family relation among the management - Nil Director Thai Polyphosphate & Chemicals Co. Ltd
6. Mr. G. K. Tulsian, Independent Director / Audit Committee member
Age, Education and Shareholding Directorships in other Companies
Age 80 Listed Companies
Education: Director Nil
- Bachelor of Science . .
, , Non Listed Companies
- Fellow of Institute of Chartered Accountants of India
Director Nil

Member of Chartered Management Institute, London
Shareholding — Nil
Conflict of interest — Nil
Board meeting attendance in 2016-17 — 5 out of 5
Family relation among the management - Nil
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7. Deepak Mittal, Independent Director / Audit Committee member

Age, Education and Shareholding

Directorships in other Companies

Age 73 Listed Companies
Education: Director Nil
- Chartered Accountant . .
) ) Non Listed Companies
(The Institute of Chartered Accountants of India)
- Cost & Works Accountant Director Mittal Consultants & Enterprises Ltd
(The Institute of Cost & Works Accountants of India) Director Indo Thai Synthetics Co. Ltd
- Bachelor of Science Director Thai Acrylic Fibre Co. Ltd
Qualified Directors Certification Program (DCP 21/2002) of IOD
Chartered Director (2/2007) of IOD
Decorations: Direk Khunakorn from His Majesty the King of Thailand
Pravasi Bharatiya Samman Award from the President of India
Shareholding — 156,250 Shares (0.052%)
Conflict of interest — Nil
Board meeting attendance in 2016-17 — 5 out of 5
Family relation among the management - Nil
8. Mr. Arvind K. Newar, Independent Director
Age, Education and Shareholding Directorships in other Companies
Age 72 Listed Companies
Education: Director Nil
- B.A. (Honors) — Political Science . .
. _ Non Listed Companies
Shareholding — Nil
Conflict of interest — Nil Director Nil
Board meeting attendance in 2016-17 — Nil (being foreign director)
Family relation among the management - Nil
9. Mr. Rajinderpal Singh Thakralbutra, Independent Director
Age, Education and Shareholding Directorships in other Companies
Age 60 Listed Companies
Education: Director Nil
- Mathayom Suksa 6 . .
) ] Non Listed Companies
Shareholding — Nil
Conflict of interest — Nil Director Thanathani Development Ltd.
Board meeting attendance in 2016-17 — 4 out of 5 Director Saladeang Property Ltd
Family relation among the management - Nil Director G.W. Developement. Ltd.
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10. Mr. Sanjeev Sood — President and Director

Age, Education and Shareholding Directorships in other Companies

Age 54 Listed Companies
Education: Director Nil
- Mechanical Engineer . .
o Non Listed Companies
Certification Programme :-
- International Economics & Finance Director Aditya Birla Chemicals (Thailand) Ltd
(University of Tennessee)
- Advanced Leadership
(University of Virginia)
- Manufacturing Strategy programme
(University of Penn. State)
Shareholding — Nil
Conflict of interest — Nil
Board meeting attendance in 2016-17 — 5 out of 5

Family relation among the management - Nil

None of the Directors have any of the forbidden qualifications, namely:
- Committing dishonesty and offence against property

- Entering into a transaction which may cause conflict of interest against Thai Carbon Black Public Co., Ltd.
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Management Structure

Management structure comprises of
1. Board of Directors

2. Audit Committee

3.  Management team

Board of Directors

There were 10 directors on the Board of the company as of 31st March 2017

Name Position
. Mr. Kumar Mangalam Birla Director
. Mrs. Rajashree Birla Director
. Dr. Santrupt B. Misra Director

1

2

3

4. Mr. S.S. Mahansaria
5. Mr. G.K. Tulsian
6. Mr. Deepak Mittal
7. Mr. Nirmal Kumar Maheshwari

8. Mr. Rajinderpal Singh Thakralbutra
9. Mr. Arvind K. Newar

10. Mr. Sanjeev Sood

Independent Director / Audit committee chairman
Independent Director / Audit committee member
Independent Director / Audit committee member
Independent Director
Independent Director
Independent Director

President & Director

Mr. Rajesh Jha - Company Secretary

Characteristics and Definition of independent director of
the Company

The Board of Directors has reviewed the independent
director’s qualification of each member as per the
announcement no. Tor Jor. 4/2552 issued by The Capital
Market Supervisory Board which took effect from the date
of the 2009 Annual General meeting. The total number of
company'’s independent directors is 6, which is more than
minimum requirement of 1/3 of total director or at least 3
directors as announced by The Capital Market Supervisory
Board.

Duties & Responsibilities of Board of Directors

1. To perform duties in accordance with the laws, the
company objectives, Article of Association and
resolution of shareholders meeting by upholding
Integrity and to the best interest of company as well
as shareholders.

2. Toberesponsible for setting up the company’s policies,
direct, monitor and supervise the management to
implement the policies and to carry out the laid down
objectives efficiently, effectively and in the best interest
of the company.

3. To be responsible for appointing the Audit Committee
and its scope of work

4. To convene the meeting of Shareholders and Board
of Directors at least once a year and once a quarter
respectively.

Nomination of Directors

The Company does not have a nominating committee,
but the process for selecting individuals to be appointed
as Directors includes consideration of a number of
characteristics including skills, experience and capability,
especially in areas that are of the greater benefit to the
Company, and integrity. Finally the individual must not
possess any of the qualities or characteristics prohibited
by the Listed Companies Act.

Approval is by simple majority of votes of those
shareholders present or duly represented at the meeting
and in possession of voting rights.

Appointment of Directors
1. The appointment of director is made by a majority vote
of the shareholder’'s meeting in accordance with the
following conditions and procedures
a.) One shareholder shall have one vote for each
share
b.) Each shareholder shall exercise all the votes
he/she has under (a) to appoint the nominated
persons to be directors on a person by person
basis, provided that he cannot divide his vote to
any person to any extent
c.) The persons obtaining the most votes in
descending order shall be elected as directors
equal to the number of directors required or
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ought to be elected. If there is a tie in the last to
be elected and this exceeds the said member of
directors. The presiding chairman will have the
casting vote for election of last director.

2. The company should have at least 5 directors. Not less
than half of the directors shall have residence in the
kingdom of Thailand

3. Directors of the company are not appointed by the
Nomination Committee

Audit Committee

Audit Committee comprises of 3 independent directors
for a term of 3 years service which is effective from 2015.

1. Mr. S. S. Mahansaria : Chairman of audit committee

2. Mr. Deepak Mittal : Member of audit committee

3. Mr. G. K. Tulsian . Member of audit committee

With Mr. Rajesh Kedia, CFO as the secretary of the
Audit Committee

Remark: All 3 members of Audit Committee have
adequate expertise and experience in the field of finance
and account to analyze financial statements.

Duties & Responsibilities of Audit Committee

The Audit Committee undertakes its responsibilities as
described in the Audit Committee Charter, which is revised
and approved by Board of Directors. The responsibilities
of the Audit Committee are detailed below.

1. To review the Company’s financial reporting process
to ensure that it is accurate and adequate;

2. To review the Company’s internal control system and
internal audit system to ensure that they are suitable
and efficient, to determine an internal audit unit's
independence, as well as to approve the appointment,
transfer and dismissal of the chief of an internal audit
unit or any other unit in charge of an internal audit;

3. To review the company’s compliance with the law on
securities and exchange, the Exchange’s regulation,
and the laws relative to the Company’s business;

4. To consider select and nominate an independent
person to be the Company’s auditor, and to propose
such person’s remuneration, as well as to attend a non
management meeting with an auditor at least once a
year;

5. To review the connected transactions, or the
transactions that may lead to conflicts of interests, to
ensure that they are in compliance with the law and
the Exchange’s regulations, and are reasonable and
for the highest benefit of the Company;

6. To prepare and to disclose in the Company’s annual
report, an audit committee’s report which must be
signed by the audit committee’s chairman and consist
of at least the following information;

a. An opinion on the accuracy, completeness and
creditability of the Company'’s financial report;

b. An opinion on the adequacy of the Company’s
internal control system;

c. An opinion on the compliance with the law
on securities and exchange, the Exchange’s
regulations, or the laws relating to the Company’s
business;

d. An opinion on the suitability of an auditor;

An opinion on the transactions that may lead to
conflicts of interests;

f.  The number of the audit committee meetings,
and the attendance of such meetings by each
committee member;

g. Anopinion or overview comment received by the
audit committee from its performance of duties in
accordance with charter, and

h. Other transactions which, according to the audit
committee’s opinion, should be known to the
shareholders and general investors, subject to the
scope of duties and responsibilities assigned by
the Company’s Board of Directors.

7. To perform any other act assigned by the Company’s
Board of Directors, with the approval of the audit
committee.

Management team

The company’s management team comprises of 4 persons
as detailed below:

Name Position

President & Director
Unit Head
Head of Finance & Commercial

1. Mr. Sanjeev Sood
2. Mr. Surendra Pandey
3. Mr. Rajesh Kedia

4. Mr. Amit Saini Head of Marketing

Duties & Responsibilities of the Management

The management team headed by President & Director
is responsible for management of the business of company
and have authority to appoint persons as needed and
qualified as employees, assign duties and responsibilities
for them, tasked with overseeing and accurately reporting
on the financial report of the company, ensuring the
appropriateness and efficiency of the company’s internal
control system, and designing employee regulations within
such parameters.
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Remuneration to Directors

According to Article 13 of Articles of Association of the Company, The directors of the Company shall be entitled
to receive fee for attending each meeting of Board of Directors or committee thereof, or for performance of any other
duty, as may be decided by General Meeting of shareholders from time to time. The Directors shall also be entitled of
reimbursement of any expenses incurred by them in performance of their duties.

Details of Director's meeting fee and Audit Committee fee for year April 2016 to March 2017 is given below:

Board of Director Meeting  Audit Committee Meeting

Attendance fees Attendance fees
Name (Times) (Baht) (Times) (Baht) Remark
1. Mr. Kumar Mangalam Birla - -
2. Mrs. Rajashree Birla - -
3. Dr. Santrupt B. Misra 4/5 100,000
4. Mr. S.S. Mahansaria 5/5 155,000 5/5 65,000
5. Mr. G.K. Tulsian 5/5 135,000 5/5 55,000
6.  Mr. Nirmal Kumar Maheshwari 1/5 25,000
7. Mr. Deepak Mittal 5/5 125,000 3/5 30,000
8.  Mr. Rajinderpal Singh Thakralbutra 4/5 100,000
9.  Mr. Arvind K. Newar - -
10. Mr. Sanjeev Sood 5/5 125,000
Summary of director’'s remuneration to Board members is given below
2016-17 2015-16
Details of Remuneration (Baht) (Apr 2016 — Mar 2017) (Apr 2015 — Mar 2016)
1. Board of Director’'s Meeting fee 765,000 1,195,000
2. Audit Committee Meeting fee 150,000 200,000
3. Executive Director’s remuneration - -
4. **Director pension 2,651,760 2,651,760
Total remuneration 3,566,760 4,046,760
Remark

** The shareholder’'s meeting has approved pension & gratuity payment to Mr. Deepak Mittal, Director of the company
on 29" April 2008 effective from January 2008. The company shall pay a lump-sum one-time payment of not over Baht
7.5 million and monthly pension in amount not over Baht 250,000.

Remuneration to Senior Executives

1. Cash Benefit (includes salary, allowances and bonus)

Year Cash Benefit
Year 2016-17 (Apr16 — Mar17) 34,497,118- Baht
Year 2015-16 (Apr15 — Mar16) 37,569,097- Baht

2. Other Benefits None-
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RISK FACTORS

The company has a systematic method of risk
identification, impact assessment, and mitigation.
A committee of senior executives supervises risk
management. Also the audit committee and Board reviews
various risks associated with the business and advices
management from time to time about the appropriateness
of the company’s risk management policies and measures.

Company has identified following major risks related
to its business:

1. External risks
Business cycles

The business of the company is affected by upturn and
downturn in economic conditions. The cycles affect sales
volumes, competitive situation, prices of finished goods
and raw material, operating costs, and also raw material

availability.
Regional demand supply mismatches

Rapid expansion of Chinese capacities in last few
years, have created demand supply mismatch in the region
leading to fierce competition and driving the prices and
margins to remain under pressure.

Company has taken various initiatives to keep ahead
in competition and mitigate to a large extent the impact of
downturn in business cycles and also regional demand
supply mismatches. The initiatives include:

« Maintaining differentiation with competitors

through superb quality, and on-time deliveries

« Strengthening customer relationship through an

active engagement and personalized solutions
through customer centricity approach

« Annual contract negotiations with key customers

« lIdentifying and developing new markets and

customers

« Introduction of new product lines

« Strengthening sales and marketing team for

rubber goods and specialty blacks

« Continuous investmentin technology and process

to improve costs and operating efficiencies

« Offering packaged solutions to customers

through combined sales and marketing efforts
and high level of synergy with other Birla Carbon
units in the regions.

Fluctuations in Raw material prices

Prices of raw material, i.e. Carbon black feedstock oil,
have shown high volatility in tandem with crude and fuel
oil prices. This creates risks in developing suitable pricing
methods, business forecasting, inventory management, and
maintaining constant operating margins period to period.

The company is employing suitable pricing models,
within the flexibility allowed by market conditions, to hedge
against the raw material prices as and when required. Also
a very lean manufacturing model protects against risks from
changes in inventory valuations. In case of abrupt changes
in demand, Company suitably hedges the inventory through
commodity hedging instruments.

Changes in Government policies

World economic situation has brought high level of
uncertainty in Government policies, and timing of policy
actions is not always predictable. Government decisions
like preferential treatment, anti-dumping duties, tax
rates, wage rates, inflation measures, etc. directly impact
Company’s business. Company proactively engages with
the Government to represent the management view points,
influence the policies in right direction, and be prepared in
advance for policy actions.

High degree of volatility in foreign exchange rates

Volatility in key currencies which affect company’s
business results like THB, USD, Yen have increased
with economic uncertainty. To some extent company’s
operations create a natural hedge in short term. Also an
appropriate use of available hedging instruments like
currency swaps, forward contracts, etc. also protect
againstimpact of currency volatility on profits. Several cost
improvements undertaken by the Company help against
erosion of competitiveness through directional changes in
exchange rates.

Volatility in interest rates

Company’s borrowing arrangements are linked to
LIBOR and volatility in interest rates affects interest and
financing costs. Company has been using interest rate
swaps to protect from interest rate fluctuations as and when
necessary.

Natural Disasters like floods, earthquake, tsunami,
hurricane, etc. in any of the operating regions, supplier
locations, and markets served, affect company’s business.
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Though company has insurance programs to cover financial
impact of natural disasters, the impact of any large scale
natural disaster cannot be totally avoided.

2. Internal risks
High concentration of sales in tire customers

Majority of the Company’s sales come from
Tire customers, so Company’s sales are sensitive to
developments in tire, rubber, and automobile markets.
Company has chalked out a focused program to increase
the sales to non-tire customers, e.g. rubber goods, inks,
coatings. The program includes strengthening sales and
marketing team, introducing new product lines, synergies
with other Birla Carbon units in the region, etc.

Dependence on Key business partners for port
infrastructure, transportation, steam and electricity sales

Company depends heavily on a few key business
partners for port infrastructure to unload bulk raw material
imports, transportation of oil and carbon black, and sale of
steam. Company has entered into long term agreements
with key business partners to ensure uninterrupted
operations and most beneficial prices.

Equipment failure

Failure of critical production and utility equipment
can cause long stoppage of plant. Company has a well
experienced plant maintenance team, employs best
practices of plant operations and maintenance, has an
exhaustive preventive and predictive maintenance system
to ensure good health of all its manufacturing equipments,
uses standard operating procedures in all areas, and also
maintains adequate inventory of critical spares.

Availability of technically trained manpower

As there are very few carbon black manufacturers in
Thailand, availability of skilled manpower in carbon black
manufacturing process and technology is very limited.

Company has many internal and external training
programs for its employees. A development plan is
prepared and monitored for every employee. Also there
are frequent knowledge sharing and information exchange
programs with other Birla carbon units across the world
for prompt and effective horizontal deployment of any
technology advancement. Time-to-time Company draws
on technical resources of other Birla Carbon units and
technology centers too.

Risk from storage and handling

Feed stock oil or carbon black, in event of any damage
to the container during transportation or storage, could

release and pollute a very limited area. To prevent this,
the company follows all international standards stipulated
for their safe transportation and storage. Though there
has never been any accident relating to these products,
theoretically the risk exists. Company has appropriate
insurance covers to safeguard financial losses from such
release.

Environment, health and safety risks

The Company assigns highest priority to health, safety
and environment. This is directly looked after by senior
management of the Company. In fact the Company is the
first Asian Carbon Black manufacturer to receive ISO 14001
certificate for ensuring the highest standards of environment
cleanliness.

The production process of Carbon black does not
generate any solid wastes. The liquid waste which is
process water is fully recycled in the process and no
discharge. For this initiative, the Company received River
Conservation & Restoration Outstanding Award from
Ministry of Industry in 2009. Flue gas samples are collected
and tested regularly which are well within the standard
limits set by the government. The company also has the
cogeneration system of using the waste heat gases in
generation of steam and electricity thereby reducing the
carbon foot-print.

The company also have plan of further investment
in phase manner in equipments to have improved
environmental control systems. Also for any of expansion
projects, company carries out environment impact
assessment (EIA) study from an independent consultant
and obtains the necessary approval from Ministry of Industry
(MOI).

Besides a very high level of safety consciousness
amongst all employees, inculcated through rigorous
training and investment in all necessary safety equipment,
the company conducts mock drills, emergency plan
simulation etc. to ensure high alertness on health and safety
aspects. The company has the robust system of ‘near-
miss’ identification and rectification as part of its preventive
system to reduce the possibilities of any health or safety
incident. The company also has emergency plans in place.

The company is certified for ISO/TS 16949, OHSAS
18001 & ISO 14001 from BV Certification (Thailand) for its
quality system as well as Occupational Health, Safety &
Environment and ISO/IEC 17025; Lab Accreditation from
Thai Industrial Standards Institute and these certifications
demonstrates company’s commitment to Quality, Safety &
Environment.
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MANAGEMENT DISCUSSION AND ANALYSIS OF OPERATING RESULTS

Production and sales

The production and sales performance of the
company this year demonstrated signs of improvement
over immediately preceding 12 months’ period. Total
production during the year remained at 199,675 MT which
is 10.3% higher than 181,124 MT in preceding period. Total
sales during the current year were up by 15.4% to 202,925
MT as compared to 175,784 MT preceding period. Sales
revenue increased to THB 5,040 million during the year
as compared to 4,836 million in preceding period. The
revenue has increased because of higher volume off take
by customers.

Other Income

During current year the company earned Dividend,
Interest and Miscellaneous income amounting to THB
418 million as compared to THB 442 million in preceding
period due to higher interest income offset with lower
other income. Last year’s other income includes onetime
insurance settlement of THB 82 million. In the current year
there is an exchange gain of THB 37 million compared to
exchange loss of THB 56 million in the preceding year.

Cost and Expenses

Cost of sale of current period was 3,553 million, which
is 71% of sales as compared to 3,779 million, which is 78%
of sales in preceding period. Several initiatives were taken
by the company to improve efficiency like sharp focus
on raw material buying; improved productivity with cost
optimization have benefitted company in maintaining gross

margins.

During the period overhead costs were kept under
control. The selling, general and administration costs
remained at THB 426 million compared to THB 417 million
during preceding period.

Profits

On a consolidated basis, the company recorded
a net profit of THB 2,293 million as compared to THB
927 million during preceding period. The main reason
for increase in profit of THB 1,366 million due to onetime
insurance settlement of THB 3,692 million in Indigold
Carbon (Mauritius) Limited.

The company’s profit on standalone basis has also
increased from THB 796 million to THB 1,185 million in view
of sharp focus on raw material purchase coupled with cost
optimization measures taken.

Financial Position (Company only)
Assets

The total assets as of 31% March 2017 amounted to
THB 16,299 million compared to 15,276 million as of 31
March 2016. Details of major assets are as follow

« Cash & Short term deposits

During current year, TCB has repaid long term
debt of THB 99 million out of internal accruals.
The cash reserves has increased by THB 745
million from THB 2,382 million on 31* March 2016
to THB 3,128 million as on 31 March 2017.

« Inventory

At the year end the inventories were at THB 767
million compared to THB 574 million because
of inventory of finished goods and raw material
being on the higher side compared to last year.
This is for building stocks in view of upcoming
annual turnaround.

« Receivables

Trade and other receivables as of 31 March 2017
were increased to THB 925 million as compared
to THB 854 million as of 31* March 2016. The
increasing is due to increase in sale volume.

« Property, plant and equipment

Net value of Property, Plant and Equipment (after
depreciation) was THB 1,416 million as on 31
March 2017 compared to THB 1,536 million as on
31%March 2016. During the year company added
THB 72 million in property, plant and equipment
against disposal of THB 55 million.

Liabilities and Shareholders’ Equity

Trade Account Payable

Trade account payable as of 31 March 2017 were
increased to THB 686 million as compared to THB 186
million as of 31st March 2016. The improvement is in view
of measures taken for better working capital management.
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Shareholders’ Equity

Total equity during the current period increased to
THB 11,484 million as of 31% March 2017 from THB 10,479
million as of 31% March 2016. The net increase of THB 1,005
million is represented by current year profit of THB 1,185
million offset by dividend distributions of THB 180 million
for year 2015-16.

Earnings per share

The current year's earnings per share increased to
THB 3.95 compared to THB 2.65 in the preceding period
in view of improved net profi.

Book value per share

As of 31% March 2017, book value per share was
THB 38.28 compared to 34.93 as on 31% March 2016.
The increase is due to current year's profit adjusted with
dividends paid during the year.

Analysis of Financial Ratios (Company only)
Liquidity

The company’s current ratio as of 31% March 2017
was 3.95 against 11.22 as of 31% March 2016. Similarly
the company’s quick ratio as of 31* March 2017 was 3.21
against 10.52 as of 31° March 2016. Last year ratios were
higherin view of reclassification of loan & interest receivable
from Indigold as current assets. However company

continued to follows prudent cash flow management policies
and maintains good liquidity.

Profitability

Current year gross profit margin of the company
improved to 30%, compared to 22% in preceding period.
The net profit margin was 22% compared to 15% in the
preceding period. This is due to sharp focus on raw
material buying, improved customer centricity approach
and keeping the cost under control.

Efficiency

The return on fixed assets has improved to 93% as of
31* March 2017 compared to 67% as of 31* March 2016.
The improvement is in view of increased net profit before
deprecation.
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10. AUNUANNSITHTIRITULENTION 1A

MAJOR FACTORS THAT MAY AFFECT OPERATING PERFORMANCE OR
FINANCIAL STATUS

The company’s performance is largely dependent on many external factors which may affect its performance and
financial results like:-
1. Global Economic situation
Volatile oil and raw material prices
Availability of better quality feedstock oil
Growth of the auto industry
Exchange rate fluctuation

2
3
4
5
6. Performance of world’s major economies like US, Europe, China and Japan
7. Stricter environmental norms

8. Import of Carbon Black into Thailand due to zero duty

9. Current economic situation & growth of Thailand

1

0. Natural Calamity like flood etc.



Annual Report 2017

36

%65°0C
(snpumey) uoqie) plosipuy
(BREILEI WUWIRET) WULY HBMELY WOUTYHE WRAET — ]

%07 ¥l

3VS 00 84ql4 BUPUEXS|Y

BLAGKUIZL[L BULL @'GTLET LRITIM] REVINLAULIG WALM
FIREE Lot 5 & A

%66°'6¢
P11 00 (PUelieyl) sieolway) elig eAlpy
BULL (BU[BULIZE[L) RLUIEUT LBERM LBBYR WAL ——

. 0,
%86'S %0p %86

0OIX8IN A’ V'S ‘02IX8\| UOGUED Bl
BIsauopu| ‘sa|1xa L Auagil opu| “1'd ENAO 3AV'S IMEIN HOAIED EWG
U[SUIIBUIZL[L L f QU ©F LET U[SULHT MELELY LULIL WAL

ERSR=1=

‘pueliey ] “py1 0D aigi4 ollAIoy 1By L
RUBUIRE[L BULE LRI UBEUR RU| WALM

RELINBIME vuLe E\_.ﬂ_\s?c_i BERIIL ¥ine WM WAL —
(S S et S = < S erF no

seluedwo) pejejoy pajeloossy
DELLBUIAUFLET MLSALFLEM

P S

Aieipisgns

BERUFST

"pI7 0D >joe|g UoGIED ey

(MBLIIE) YULL WSMNAEMELUBIA] WS

%22 0€ % 86'VC
. s18U10 %962} Tola] LA (UL %bZZE
g Menniegf BUIP|OH [eUOIBUIBIU| UOLIAAT (RBLIAM) WULL MERSIRU), UFLEM ‘P17 (SNNUNep) Yoelg uogueD S
<
2 095 nuULNa LE Unc r UASNCCRNUCUSLUCLSEISU)
S [£10Z YoIep |€ UO se)
T JILINIT ANVAWOO 2178Nd MaV19 NOGYVO IVHL 40 F¥NLIONHLS INTWISTANI



Tngmsuauluan s1na (unau)

usuen

37

(%65°02)
YULL YU MEermeLy m.,m\@.irnecm,_@ WELEM ¢
(%28'8S) YULL UMNIYLINE B UIBBI WEEM 'L 09°€9 65°0C rmm_\%mummsﬁrm 0l YBMNIMEELYYYN PREILEIE WUWIZE[T WULL FLBMELY WBUTYME UFLEM
(%65°02) Xoe|g Uoqie) elpuexslyY ‘g
(%C8'8S) P11 8id SusWISaAU| [MS “| uoljjiw oL dsn 3oe|g uoqle) Jo ainjoeinuein (snnunep) uogled piobipu
(%9 a.@@.ww&w&%& T o S o S 5 w_mﬁé
(%0Y) HEREIBU], LM | rmmspwmzawsﬁrm G6l BYIWIRSTIRBLYMPIONN  WUIZE[LYULY PBUEUKT YEBITIY WIME WM WRET
S6'961 00°0% *
(%91) oul Auedwog Buipes] uoibuippayd g (eIsauOpU|
(%07%) "0ld uokey reyy ‘| uoljiw g'6lL AsN UleA OIBUIUAS JO ainjoejNUEN ur pausisifay) selixe] Aueqi]opul “1'd
(%86'62) MBREIBU] NI | WLITFLY 002°L MEBBYZLIW]LYL]YBN (R BWIRET) YUY LBERT LRUYE WHEM
28'60G 66'62 sayydins pue ssjeydsoyd ‘suisal
Axoda ‘Ijeyje-10jyd  ulpAyoloyoid3
(%86°62) 1od UoAey leyy | UOI|IIN 00£°L 1ued ’® EPOS 2fsne) Jo ainjoejnuei P¥1 0D (puejiey) sjedlwsyd eulg eANpY
MLSUREM / sajuedwo) pajeloossy
U uret aam,.mﬁdﬁrm Sy YYMNMEreLyYyN WW wm @1 BE1 UTLUMNET MEMELY LULEITT UELEM
s8¢l 0086
(abeys Buluueld Jspun) (00IXaI Ul paIBSIBaY)
0S9d UBDIXaN UOI[IW G'{ 3OB|g Uogue) JO 8INjoBNuUe ‘A'D 3AVY'S ‘00X uogle) eyig
BBRUFET / sajuedwo) Aseipisqns
(wLremLy)
Ao\oOr Av 6 . . o .
~ 1y r /AN MEUELL % LEUNRELEIA BUETRTUFUNZBNULIRET WFEME L
BYWIUMEBRLE[ULU]BLEMNEBY . .o ~© ° = - I
=oEE e MRITLIATLY
.............................................................................. T
(%01<) sBuipjoH
JUBWISOAU| leyded dn-pied Aanoy awepN Auedwo)
slapjoyaleys Jolepy 1oyl 101505 aIeys 9%

FeRCRUIUUASN=ELNIBERUASNNINUCESLUURCIZERLS

JHNLINYLS INIATOHIEVHS



Annual Report 2017
THAI CARBON BLACK PCL.

s1gdogNorusIe Y

AUAL  {hanuy foyni AUIUNY %

1 131 eaiale ANFUALLLAA (NEFTua) ANF NeTea 97,716,717 32.24
2 U3t Inesean ain (Wwnmu) Ing 74,937,500 24.98
3 151 1eenen sumeiiuduuua laa ineiinia asau 37,687,500 12.56
4 1319 enieadd (Fealdf) wefiil 417 GRS 12,319,200 411
5 13t Baviatl A17in inednia 1asau 10,271,250 3.42
6 U3 autg) A7 nnziiadia wefau 10,040,120 3.35
7 LFHEN 191991817 A1 Ina 6,566,250 2.19
8 L3t e Bumefiuduuua nefd ANINTRNUNENT 5,798,000 1.93
9 WIENNA NIRRT Ina 2,885,550 0.96
10 wieadl ¢3n danim At 2,881,870 0.96
WUNELG)
u?ﬁw”l,aiﬁéﬁ@ﬁumﬂmﬁﬁwqﬁmmiﬁ%w%waﬁi@miﬁmumu‘iﬂmﬂmﬁmmm"@ﬂmiﬁﬁLﬁumummﬁﬁmﬂﬂ'wﬁﬁﬂéwﬁm
(Fian - wnﬁﬂumﬁ@éﬁ@ﬁu Ui 31 TlunA 2560)

MAJOR SHAREHOLDERS

No. Name of shareholders Nationality No. of Share %

1 SKI Carbon Black (Mauritius) Limited Mauritian 97,716,717 32.24
2 Thai Rayon Public Co., Ltd. Thai 74,937,500 24.98
3 Everlon International Holding British Virgin Island 37,687,500 12.56
4 HSBC (Singapore) Nominees Pte Ltd Singaporean 12,319,200 4.11
5 Hiltop Limited British Virgin Island 10,271,250 3.42
6  Asseau Company Ltd. British Virgin Island 10,040,120 3.35
7 Thevaraya Co., Ltd. Thai 6,566,250 2.19
8 Ganaria International Corp. British 5,798,000 1.93
9 Mr. Kamol Pichitsingh Thai 2,885,550 0.96
10 Mr. Ateeb Rasheed Maskati Indian 2,881,870 0.96
Remark

The major shareholders have no material influences over the company’s business.

(Source: Share registrar as on 31.03.2017)
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REPORT OF THE AUDIT COMMITTEE

To the Shareholders
Thai Carbon Black Public Co. Limited

The audit committee consists of three Independent
directors, namely Mr. Shyam Sundar Mahansaria as
Chairman of the Audit Committee, Mr. G. K. Tulsian and
Mr. Deepak Mittal as member of the Audit committee who
are expert in finance & accounting, legal affair, economy
and administration. Audit committee has performed its
duties within the scope of responsibilities as specified in the
audit committee charter. In FY 2016-17, Audit committee
discussed various matters as summarized below:

1. Reviewed the quarterly and annual financial
statement of the year 2016-17 to ensure that
the Company’s financial statements have
been prepared in accordance with Generally
Accepted Accounting Principles, with appropriate
disclosure of information on significant matters
and the independent auditors have expressed
an opinion thereon as presented in their report
to the Board of Directors and to Shareholders.

2. Reviewed the internal control systems of the
company from time to time and is of the opinion
that it is adequate, appropriate and effective.
The audit committee has also reviewed the
improvements made in the systems for better
effectiveness in the normal working of the
company during the year.

3. Reviewed the company’s performance to ensure
compliance with the Securities and Exchange
Acts, Regulations of the Stock Exchange of
Thailand (SET) and any other relevant laws,
including the compliance with the Company’s
requirement and obligations to external agencies
related to its business.

4. Reviewed the company’s risk management
system to ensure its adequacy. The audit
Committee is of the opinion that Company’s risk
management process is efficient and effective.

5. Reviewed and provided opinion to connected
transactions or transactions that may have
conflict of interest, and information disclosure
of such transactions to comply with Regulation
of the Stock Exchange of Thailand (SET) and
the Office of the Securities and Exchange
Commission (SEC). The external auditors are of

opinion that the significant transaction with the

connected persons were disclosed and shown

in the Financial Statement and notes to Financial

Statements and the Audit Committee considered

that such transactions were reasonable and

beneficial to the business of the Company and
were disclosed correctly and completely.

6. Considered appointment of the External Auditors
and their Remuneration for the accounting year
starting from 1st April 2017 and ending on
31st March 2018, and made recommendation
to the Board of Directors. The Committee
recommended appointment of Khun Orawan
Chunhakitpaisan (Licence No: 6105),Khun. Vairoj
Jindamaneepitak (Licence No: 3565), Khun
Waiyawat Kosamarnchaiyaki (License No: 6333),
Khun Wilai Buranakittisopon (License No: 3920)
of M/S KPMG Phoomchai Audit Ltd.to serve as
the Company’s external’s auditor for the period of
one year starting from April 2017 to March 2018
with the remuneration of Baht 1,457,500 plus out
of pocket expenses. The Audit Committee gave its
opinion regarding the external auditors as follows:
* There is compliance with the Regulation of

the Office of the Securities and Exchange
Commission (SEC) with regards to the
changing of the external auditor every 5
years.

* The proposed remuneration of Baht
1,457,500 for accounting year starting from
1st April 2017 and ending on 31st March
2018 is appropriate.

* Theexternal auditors had no relation with the
company and its subsidiaries.

The Audit Committee always values proper internal
control and continuous risk management system. The
Company has good corporate governance and appropriate
procedures in line with its business, together with generally
accepted accounting principles, financial statements and
compliance with relevant laws and regulations.

=

Shyam Sundar Mahansaria

Chairman of Audit Committee
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CORPORATE GOVERNANCE REPORT

To: Shareholders of Thai Carbon Black Public Co., Limited

The Board of Directors recognizes the importance
of good corporate governance to optimize Company’s
competitiveness and also to enhance the Company’s trust
amongst shareholders, investors and other stakeholders
which is important in order to form a basis of sustainable
growth. The Board of Directors encourages and supports the
adoption & implementation of good corporate governance
principles as prescribed by the Stock Exchange of Thailand
in a prudent manner suited to the business needs of the
company.

Article 1 Rights of Shareholder

The company has an effective corporate governance
policy in place which includes the statutory rights of
shareholders as well as the best practices issued by SET.
The good corporate governance policy comprises of 7
principles, as follows:

1. Rights and Equitable Treatment of Shareholders
and Various Groups of Stakeholders

2. Structure, Roles, Duties and Independence of

Directors
3.  Information Disclosure and Transparency
4.  Internal Control and Risk Management

5. Company’s Code of Conduct
6. Long Term Value Creation to Stakeholders
7. Promotion of Best Practices

The company emphasizes on the rights of all
shareholders, and has taken steps to demonstrate respect
for basic shareholder’s rights to ensure equitable treatment
to all as prescribed in the Company’s rules & regulations
and other relevant laws:

(1) Fundamental legal rights :

Company facilitates the exercising of their right,
namely to buy, sell or transfer shares and the right to receive
a dividend.

(2) Right to receive significant information:

Company disclosed up to date information to SET
website from time to time as per the prescribed rules &
regulation of SET

(3) Right to attend meeting and vote

The company sends notice of the annual general
meeting which specifies the meeting venue, date, time,
agenda and matters to be proposed to the meeting together
with appropriate details. It is clearly specified whether the
matter to be proposed at the meeting is for information or
consideration. The opinion of the Board of Directors on such
matters and proxy forms are also provided. Shareholder
will receive adequate, complete, transparent, timely
and verifiable information to form decision in advance.
The Company also advertise in daily newspaper 3 days
consecutively and 3 days in advance about Shareholders’
meeting.

Before shareholder meeting, the chairman of meeting
explains clearly how ballots are casted and counted under
Company’s AOA.

Company allocates enough time for the meeting,
the chairman conducts each meeting suitably and
transparently, The Company promotes and supports
shareholders exerting of their rights by facilitating the
exercise of the right to attend the general meeting and to
vote. Shareholders can protect their interest by exercising
the rights to ask question, express opinions, offer
recommendations and vote at general meetings, participate
in decisions concerning fundamental corporate changes
such as the election or removal of directors, appointment of
independent auditors, declaration of dividends, prescription
or amendment of Company Regulation and Articles of
Association and approval of special resolutions.

Company gives a shareholder who shows up late a
chance to vote on agenda items still under discussion.

All resident directors who are in Thailand attends
shareholder’'s meeting. Each member of the board & audit
committee may address relevant questions and concerns
posed by shareholders (if any)

Article 2 Equitable Treatment of Shareholders

The company gives equal importance to all
shareholders who are treated equitably and fairly to promote
investors’ confidence.

Shareholders have the rights to assign proxies to
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attend the general meeting and vote on their behalf. The
conditions for assigning proxies are provided in the meeting
invitation in full details. Shareholder could vote by proxy
which is provided by company into 2 forms (general form
and specific form which mention clearly detail of each
agenda) as prescribed by Department of Business, Ministry
of Commerce. The company offers 3 independent directors
names as volunteer proxies together with all possible
conflicts of interest of each independent director.

The general meeting is conducted according to the
agenda notified in the notice and it is the policy of the
company not to add items to the agenda without advance
notice to shareholders

Director election process allows shareholders to vote
for an individual nominee.

Article 3 Role of stakeholders

The Board realizes the importance of various
stakeholders group like Shareholders, Customers,
Business Partners, Community & Environment, Suppliers,
Management and employees, bankers and financial
institutions, statutory auditors, the state, trade union etc
and respect their rights and mutual agreement with the
company is also followed.

The company is a representative of the shareholders,
is committed to conducting business with transparency, to
putin place reliable financial and accounting systems, and
to deliver optimum shareholder satisfaction. To achieve
this, company takes into account the long term growth
and reasonable sustained returns. The executive board
and all employees discharge their duties truthfully and
honestly, manage the Company’s business to the best of
their capabilities and exercise due care. The company and
its employees refrain from any activities that could cause
conflicts of interest and serve self-interest. Confidential
information is not divulged to outside parties.

The senior management of the company regularly
meets various stakeholder groups to understand their
views and needs and ensures that the recommendations of
various groups are given due importance and implemented
in the best interest of the company and for the fair and
appropriate treatment to all parties concerned

The company regularly meets its, customers, conducts
annual customer satisfaction surveys, employee satisfaction
surveys, arranges customer visits to company, organize

vendor conferences, meet various government agencies,

participate in community development projects etc to meet
requirements of various stakeholders groups.

The company takes active participation in various
social & community development projects like scholarship
programs, blood donation, support during flood, adopt
village, support the community programs at temples and
support various government initiatives.

The company’s believes that its employees are the
most important and valuable assets of the company and
strongly encourages the employee to participate in various
developmental activities like Quality Control Circles (QCC),
“KAIZEN” Suggestion System (KSS), Total Productive
Maintenance implementation (TPM), Quality of Life Club,
morning meetings, cross functional performance team
and also prepares a detailed and intensive annual training
program for each employee to continuously improve their
performance and develop multi-skills for mutual benefit.
The company also conducts Organizational Health Surveys
(OHS) to take into confidence the views of managerial
& supervisory level employees and implement various
suggestions for continuous improvement. The company
also has excellent relationship with all its creditors, bankers,
financial institutions etc.

Article 4 Disclosure and Transparency

Company discloses information on material matters
regarding the company, including financial report, non-
financial information and other information as stipulated
by SET and SEC that are accurate, clear, complete, easy
to understand, transparent, adequate, reliable and timely,
and which have been screened according to prescribed
procedures. Governance policy and its implementation is
also reported in the annual registration statement (Form
56-1), annual report (Form 56-2) in Thai and English to
ensure equitable access by shareholders. The company
also reports on the responsibilities of the Board of Directors
for the financial statements which appears together with the
report of the independent auditors in the annual report.

Board of Director in its meeting held on 2nd March
2009 approved the conflict of Interest policy and Insider
Information Guideline to prevent the use of insider
information for insider trading or related party transactions.
Executive are responsible for reporting ownership in
Securities each time they are acquired and disposed to the
Office of Securities and Exchange Commission according
to Section 59 of the Securities and Exchange Act. Thisis a
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key tool in promoting corporate governance with respect
to insider information. The board also requested directors
and the executive to update the status of conflict of interest
every quarter.

Article 5 Responsibilities of the Board
5.1 Board Structure

According to The Article of Association of Company,
the Board of Director shall consist of not less than 5 persons,
who are elected by a General Meeting , and not less than
half of the total number of directors shall have residence
within the Kingdom of Thailand and must have qualification
as prescribed by the law.

At present, the Board of Director consists of 10
directors. The Company has 6 independent directors, which
is more than SEC requirement for the composition of the
Board that at least one third of the Board membership is
made up of independent directors.

The company has specified the qualification of
independent directors same with regulation of the SEC
and the SET. The chairman of the Board of Directors is
not the same person as President and has no relationship
with the managements. This has better enhanced the
balance of power between the Board of Directors and the
management. The Company has clearly separated and
defined power and authorities among the Board and the
management team.

The Board of Director is responsible for overseeing
the Company’s operation to comply with Laws, the
Company’s objective and rules, as well as the resolutions
of the shareholder meeting with honesty while preserving
the company’s interests. The term of the Board of Directors
has been clearly prescribed in the Company’s rules, which
states that one third of the directors who has longest term,
has to retire by rotation but can be reappointed if eligible.

The company has established the system to monitor
the operation of its subsidiaries, the direction for its
subsidiaries, and the direction to the person the company
assigned to be the director or management executive and
the reporting to the Board of Directors to ensure that the
Company could monitor the operation of its subsidiaries.

Company Secretary

The Board of Directors has appointed Company
Secretary to provide advice on any laws, regulations, and
procedures that the Board of Director has to follow. The
Company Secretary is also responsible for the Board of
Directors’ meeting, shareholders’ meeting, compliance of
relevant laws and regulations on the information disclosure.
Mr. Rajesh Jha serves as the company secretary of Thai
Carbon Black Public Company Limited.

5.2. Committees

The company has established the Audit Committee
whereby the term of directors is 3 years. The Audit
Committee consists of 3 independent directors, who are
qualified according to the regulations of the SET and all
members have knowledge and experience in accounting
and finance.

In the year 2016-17, the committee held 5 meetings.
The name and attendance of each member was presented
in Report of the Audit Committee. Mr. Rajesh Kedia, CFO
serves as the secretary of the committee.

Even though the Company has not set up other
committees besides the Audit Committee, which are to
be established in compliance with the regulations of the
SET, all of the company’s practices in other areas such as
determination of remuneration and election of directors are
carried out in a careful, transparent and honest manner.

5.3 Role, Duties and Responsibility of the Board of
Directors

The Board of Directors plays a very important role in
establishing the company’s vision, mission and business
strategies and also in ensuring compliance of the same
efficiently and effectively for the overall benefit of the
company and to its shareholders. In addition the Board
establishes internal control systems and internal audit
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function and constantly monitors them though meetings
of the Audit Committee.

The Board of Directors has established written
corporate governance policy and a Code of Business Ethics
(See details under the section “Corporate Governance” in
part of Shareholders’ rights) and monitors compliance of
the same consistently.

The Company’s Board of Directors has established
guidelines for the careful consideration of transactions
involving possible conflicts of interest for the Company and
its shareholders, whereby anyone having an interest in an
agenda item must disclose such interest to the meeting,
and foregoes the right to take part in taking a decision on
that item.

The company places utmost importance on the
system of internal control and internal audit for optimal
performance and transparency of operations, reduce
risk and to prevent or reduce losses that may occur to
its operations. The Company’s Board of Directors has
entrusted Audit committee for supervision and to oversee
the implementation of internal control systems.

The report of the internal audit team is fully discussed
with audit committee for its views and opinion and for the
compliance of the same. The above framework helps to
achieve independent compliance, control and ensures
that the main operations and important financial activities
of the company are conducted according to the laid down
policies, and rules and regulations

5.4 Board of Directors’ meeting

The Board conducts its meeting at least once every
three months and the meetings are scheduled in advance
with notice circulated to all the directors at least 7 days in
advance. During the meeting, the chairmen of the meeting
encourages prudent consideration and allocate appropriate
time for the management to present adequate issue and

enough data for the directors to broadly discuss important
matters. Directors can express their opinions openly and
freely. A written record is made of each meeting and, once
the minutes have been approved by the Board, they are
kept available for directors and other concerned parties to
examine.

5.5 Assessment of Board’s Performance

The Company’s Board of Directors has not so far set
up a system for assessing the Board's overall performance
nor its performance in specific areas, nor for regular self-
assessment by the Board. The Board will give consideration
to these matters in due course.

5.6 Remuneration

The remuneration to directors and audit committee
members is the meeting fee which is appropriate,
transparent and in accordance with company’s Articles
and Association and as approved by the meeting of
shareholders.

The remuneration for management is determined
in accordance to the policies of the company, which
corresponds to the performances of the company as well
as that of each individual and is appropriate to their position
and responsibilities

The amount of fee and remuneration paid to directors,
audit committee and senior management is separately
disclosed in the Annual Report and form 56-1 under the
section remuneration to Directors and the management

5.7 Board and Management Training

The Company’s director attended Directors
Certification Program run by the Institute of Directors (IOD).
At present, 2 out of 5 local directors have attended the
program.
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INTERNAL CONTROL

The company recognizes the importance of internal
control and emphasize in particular that it is adequate,
appropriate and bring efficiency in business operations.
The Board entrusted Audit Committee with supervision
and overseeing the implementation of internal control
systems and internal control activities, to ensure that
the main operations and important financial activities of
the company are conducted according to the laid down
policies, and rules and regulations. In additional to this the
corporate audit division of the head office of the company
performs the internal audit of all the important functions and
activities of the company. The reports of internal auditors
are put up and all important points are discussed with
Audit Committee. The management gets the opinion of the
Audit Committee on various internal control measures and
on audit observations. The relevant important sections of
internal control are as follows:

1. Organization and Environment

The company promotes and encourages an
appropriate internal control environment. The organization
chart is clearly defined with roles, responsibilities,
corresponding skill matrices, and delegation of authority.
Business ethics policy of Aditya Birla Group has been
adopted by the Company. The policy is periodically
communicated to all the employees and signed by them as
an understanding and commitment to follow. The company
has developed employee accountability through “SOP”
(Standard Operation Procedure) to ensure employee follow
SOP to maximum effectiveness of work.

2. Risk Management

The company recognized the importance of risk
management which the company has a systematic
method of risk identification, impact assessment, and
mitigation. A committee of senior executives supervises risk
management. Also the audit committee of Board reviews
various risks associated with the business and advices
management from time to time about the appropriateness
of the company’s risk management policies and measures
as well as monitoring of risk mitigation plans to ensure that
those risks are managed and remain atan acceptable level.

3. Control Activities

The Company gives attention to the control activities
that are in line with acceptable risk and suitable for
business conditions. The control activities are spread
through policies, standard procedures, reviews, audits,
and corrective/preventive action plans. This framework
is periodically reviewed to keep current with changing
business conditions and technologies. The Company
runs its accounting and information systems on SAP. The
control framework is integrated in the SAP accounting
and information system. The company also encourages
its employees, through periodic communications, to follow
the control activities. The operating results of the company
are reviewed in detail at various levels up to the Board of
Directors.

4. Information technology and communication
systems

The company has set up external and internal
communication controls on information and communication
to ensure the information is accurate, complete, timely and
of high quality. The Company has an IT security policy for
maintaining security and confidentiality of the information.
Employees are periodically educated about use and
maintaining security of IT systems.

5.  Monitoring System

The Company continues to monitor and evaluate
the effectiveness of internal control environment. There is
a regular internal audit program, which is aligned to risk
assessment. The audit includes not only effectiveness of
the control environment but also on efficiency of operations.
The management conducts Bi-weekly review meetings of
all the functions on standard operating procedures. The
Board of Directors and Audit Committee regularly review the
internal control environment and effectiveness. The Board
of Directors’ at its meeting on 29th May 2017 reviewed
the appropriateness and sufficiency of the internal control
and are of the opinion that the Company has good internal
control system, which is adequate and reliable, and is
sufficient to control and mitigate the risks associated with
the running of normal business operations.
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Related party and Connected Transactions

The Related parties and transactions with them

The connected transactions are transaction between the company, its associated companies or related companies
which have same major shareholder and / or have common directors or owners.

Sale of steam & power

Thai Carbon Black Pcl. is having the transaction of selling electricity and steam to Thai Rayon Pcl., which is generated
from the waste heat gases generated during its process of manufacturing of carbon black.

Thai Rayon Pcl, owns 24.98% of Equity shares of Thai Carbon Black Pcl.

Rationale of transaction

The company sells electricity and steam which is generated during the process of manufacturing of carbon black
to Thai Rayon Pcl, in the normal course of business. The electricity selling price is based on PEA electricity selling price
and steam selling price is based on energy value of steam linked with PEA electricity selling price. The audit committee
reviewed the transaction and considered this transaction as normal business transaction with underlying market price
and selling price as reasonable.

The complete details of related party transactions with subsidiary and related companies are given in note no.4 of
financial statement.

REPORT OF THE BOARD OF DIRECTORS  RESPONSIBILITY
FOR THE FINANCIAL STATEMENTS

To, The Shareholders
Thai Carbon Black Public Co. Limited

The Board of Directors’ responsibility is to supervise the Company’s operations to ensure that they are in line with
the good corporate governance policies and that financial statements and financial data appeared in the Company’s
annual report contains accurate, complete and adequate information. Their duty is also to make sure that the financial
statements are prepared in line with the generally accepted accounting principles practiced in Thailand and an appropriate
accounting policy is being chosen and carefully pursued on a regular basis. In addition, the Board of Directors also
have to ensure that the Company has an effective internal control system for the credibility of its financial statements,
that a proper system is in place to prevent unusual transactions, that a connected transaction that might lead to possible
conflicts of interest is reasonably carried out during a normal course of business for the Company’s maximum benefits
and that relevant laws and regulations are complied with.

The Board has appointed the Audit Committee which comprises of independent directors, to review the quality of
the financial reports to ensure that accounting records are correct, complete, timely and able to present fraud or material
irregular operations. The Audit Committee’s opinion is presented in the Audit Committee’s report to the shareholder
which is part of this annual report.

In this regard, the Board of Directors is of the opinion that the Company’s overall internal control system is able to
create credibility and reliability of the company’s financial statements for the year ended 31* March 2017.

ﬁfﬂ

Shyam Sundar Mahansaria

Director
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DETAIL OF AUDITORS

The detail of auditors of the Company and its subsidiaries and associate companies are as below:

Company name

Audit firm

Thai Carbon Black Pcl
Birla Carbon Mexico, S.A.DE C.V.

Aditya Birla Chemicals (Thailand) Co., Ltd
P.T. Indo Liberty Textiles

Indigold Carbon, Mauritius

KPMG Phoomchai Audit Ltd, Bangkok, Thailand

No auditor appointed (as company is in initial stage of
activities)

EY Office Limited Bangkok, Thailand
Deloitte, Indonesia

KPMG, LLP

Audit fee — Thai Carbon Black Pcl (Period April 2016 to March 2017)

Audit fee Baht 1,325,000
BOI Certificate fee Baht 155,000
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Independent Auditor’s Report
To the Shareholders of Thai Carbon Black Public Company Limited

Opinion

I have audited the consolidated and separate financial statements of Thai Carbon Black Public Company
Limited and its subsidiary (the “Group”) and of Thai Carbon Black Public Company Limited (the
“Company”), respectively, which comprise the consolidated and separate statements of financial position as
at 31 March 2017, and the consolidated and separate statements of income, comprehensive income, changes
in equity and cash flows for the year then ended, and notes, comprising a summary of significant accounting

policies and other explanatory information.

In my opinion, the accompanying consolidated and separate financial statements present fairly, in all
material respects, the financial position of the Group and the Company, respectively, as at 31 March 2017
and their financial performance and cash flows for the year then ended in accordance with Thai Financial

Reporting Standards (TFRSs).
Basis for Opinion

I conducted my audit in accordance with Thai Standards on Auditing (TSAs). My responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated and
Separate Financial Statements section of my report. I am independent of the Group and the Company in
accordance with the Code of Ethics for Professional Accountants issued by the Federation of Accounting
Professions under the Royal Patronage of His Majesty the King that is relevant to my audit of the
consolidated and separate financial statements, and I have fulfilled my other ethical responsibilities in
accordance with these requirements. I believe that the audit evidence I have obtained is sufficient and

appropriate to provide a basis for my opinion.
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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 financial statements of the current period. These matters were addressed in

the context of my audit of the consolidated and separate financial statements as a whole, and in forming my

opinion thereon, and I do not provide a separate opinion on these matters.

Valuation of long-term loan to related party

Refer to Note 3 and 4

The key audit matter

How the matter was addressed in the audit

The Group and the Company provided a long-term
loan to an overseas associate, which is unsecured
with interest rate at LIBOR+3.5% per annum and

will be repayable in full in July 2021.

As the long-term loan balance and the accrued
interest are material and involved judgment in
estimating the recoverability, I considered this to be

the key audit matter.

My audit procedures included the following:

e read the loan agreements, obtained confirmation,
and tested the accrued interest to assess
whether the calculation was consistent with the
conditions stipulated in the long-term loan
agreement;

e made inquiries of management and obtained
related documents to understand the process by
which management has derived the estimated
future cash flows of associate;

e cvaluated the assumptions and methodologies
underpinning the estimated cash flows;

e performed retrospective review by comparing
estimated cash flows prepared by management
in the previous year against the actual financial
performance;

e performed sensitivity analysis on growth rate
and discount rate;

e considered the adequacy of the Group’s and the
Company’s disclosure in accordance with Thai

Financial Reporting Standards.
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Valuation of inventory

Refer to Note 3 and 8

The key audit matter

How the matter was addressed in the audit

The Group’s and the Company’s main raw materials
are commodities which can be subject to price

volatility.

The inventory balance, which is material, is
required to be carried at the lower of cost or net
realisable value. The estimate of net realisable
value of inventories involves management
judgment and is subject to the fluctuation of the
raw material price. I therefore considered this to be

the key audit mater.

My audit procedures included the following:

e made inquiries of management and obtained
related documents to understand the inventory
valuation process as well as the Group’s and
the Company’s policy in estimating the net
realisable value of inventories;

e made inquiries of management to understand
the pricing policy of the Group and the
Company and assessed whether the selling
price is in accordance with the policy.

e tested the design and implementation of
controls as well as their operating effectiveness;

e tested the estimate of net realisable value of
inventories by testing the selling price less the
estimated costs necessary to make the sale, on
a sampling basis, with related documents as
well as tested the calculation;

e considered the adequacy of the Group’s and

the Company’s disclosure in accordance with

Thai Financial Reporting Standards.
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Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the consolidated and separate financial statements and my
auditor’s report thereon. The annual report is expected to be made available to me after the date of this

auditor’s report.

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

will not express any form of assurance conclusion thereon.

In connection with my audit of the consolidated and separate financial statements, my responsibility is to
read the other information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the consolidated and separate financial statements or my

knowledge obtained in the audit, or otherwise appears to be materially misstated.

Responsibilities 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 TFRSs, 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 and the Company’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either intends to

liquidate the 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 and the Company’s financial

reporting process.



NUUS=9U 25¢
5 1 usun humsuauuwan 1na (umsu)

AT UAATO YA ALY TADNITATIVAOUNUNITITUT WA YMITEURWIZAINT

@ s A y o ll 1 a a
M3nsaouvoImdiiiaglszasiiie 19 Ianuseliued v aumaaUH UM TRU TINUAZIUMTRUANY

a 9 A o "9 <3 Aa o I o w A [l [ a a A
ﬂilfﬂiIﬂEJ'i”JiJﬂ'ﬂﬁ"ﬂ1ﬂﬂﬁuﬁﬂﬂ"llﬂilaﬂ"lm@lﬂ"’U’meﬁJi]iﬂ@ulﬂuﬁﬁgfﬁﬂ‘iyﬁi@q?\l UliJ’JWZLﬂﬂmﬂﬂﬁniliﬁﬁi’ﬂ

U

Yoranata uazi@ueNenuvesfreutiyFFiauanumiuvesthdiegdis anuyeiueduaumgaunaiony

] '
A L% [ 1

] I @ o a wa 9
wotiuluszaugaa lildidlumssulseduimsififauasndeuamnasgiumsdeuiinFzannsonsony

= = 1 { o 1 9 3 a a

o 1 Y 3 a o J o o A v Y A a A
mﬂuﬁ'ﬂ‘u@@l@ﬂl@!fﬂﬂfﬂi\iﬂulﬁl]uﬁ']ﬁgﬁ']ﬂfﬂuV]N@ﬂulﬂlﬁuﬂ‘lﬂ ‘U’E‘)?J”a'ﬂﬂlﬂglﬂ51]@“/]ﬁ]ﬂﬁ\iﬂ'ﬁ]iﬂﬂﬁnﬂﬂ'ﬁnﬁ]iﬂﬁ5@

U q

2

a A 2 o Yy <

FoRanarauazdonimszdrdaiionansal ldedeaumgaunainiemsidasedofiaiudayiiomsvionn

9 a a

1emssaunuziinasomsaadulomanssgnavedldaunstuonms ldaunstusiumazaumstummniz

Y
ANISIHani

9 9 o v PRPLE) aa o o A g a
1uﬂ1imnﬁamew1wzﬁlmmmmgmmiﬁau ﬂl% 611TWLi]ﬂﬂGl“]fﬂTc’lEl‘INui]LLazmi’cNLﬂmmgﬁiﬁﬁlL?Jﬂﬂﬁjﬂig’,ﬂ@ﬂﬂ)’?%w

o

=3

a wva 9 Y
ARDANITATIVTDU ﬂWi’IJ;]’LI@IﬂuGUENqJ1WHﬂ§"JiJQ\1

a § 9 lo 1 Y & Aa o 3 o o a a
L] iguuagﬂﬁglNUﬂTllllaﬂﬁ’I]’Iﬂﬂ’lill,ﬁﬂ\?"llﬂllaﬁ ﬂﬂ@"UE]LV]ﬂﬂiQQULﬂuﬁ’]5$ﬁ’]ﬂiy1uﬁﬂﬂ'ﬁlﬁui?ullag\iﬂﬂ’lﬁl\iu

U

A 9y a

mwizaams hidnzinannnsnasaniedonanaia eenuuutazljianuaIuiItnsasivdouie
' = "o Y v v ad A A4 g 4

apUTUDIRDANNIFsUMA Y Loz ldnangiumsaeuyFnisanenazmingauiolunaai luns
] ] v A Ay ] do 1 Y I A o g o v &

uaaInNUANYe It ANdesh inudoyandadedomasuiluaszdrayduiluwauioinms

N93AIzgINNANUTeININAINToAaNa IR 1HBIINMINITABINNLINUMIANFTINAN M3asuuilag

@ Qs: A ' < a
enasnang I msalaazdumsuaasdoya msuaasdoyah liasimudenosimsenisunsnuwanis

AuuMe Ty

o Aanudilaluszuumsaruguameluiiferdesiumsasivden esenuuuITMsaseae UM Ay
o 4 1 9 1 A o o < 1 = a a
Auaoumsal ua i lnie daglszasn lumsuaasanuiuaeanuiidszdnsnavesmsnrguaieluves

NYUUTHNUAZUTEN

]
= a

a o 9 ) </
L] “]Jfl'gllluﬂ’fl"llll‘ﬂ1”3E‘TNSII?JQUI?JU"IEJTTIiUiUGKﬁWUiﬂ"lishﬂlagﬂﬁl"lilﬁlll‘ﬂﬁlﬁllWaﬂ]@\iﬂﬁgﬂﬁuﬂ"liﬂ"lﬂﬂmu%uﬁg

] U

o Y Ad g Ao o & Y a
malawedoyaninertosdsdaniulaoduinms



Annual Report 2017
THAI CARBON BLACK PCL.

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
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with TSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis

of these consolidated and separate financial statements.

As part of an audit in accordance with TSAs, I exercise professional judgment and maintain professional

skepticism throughout the audit. I also:

e Identify and assess the risks of material misstatement of the consolidated and separate financial
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.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Group’s and the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by management.
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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, I am required to draw attention in my
auditor’s report to 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 events or conditions may cause the

Group and the Company 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.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements. I am
responsible for the direction, supervision and performance of the group audit. I remain solely

responsible for my audit opinion.

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

that I identify during my audit.

I also provide those charged with governance with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that

may reasonably be thought to bear on my independence, and where applicable, related safeguards.
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From the matters communicated with those charged with governance, I 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. I describe these matters in my auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, I determine that a
matter should not be communicated in my report because the adverse consequences of doing so would

reasonably be expected to outweigh the public interest benefits of such communication.

Oreipr——

(Orawan Chunhakitpaisan)
Certified Public Accountant
Registration No. 6105

KPMG Phoomchai Audit Ltd.
Bangkok
29 May 2017
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THAI CARBON BLACK PCL.

Statement of financial position

Thai Carbon Black Public Company Limited and its Subsidiary

Consolidated Separate
financial statements financial statements
31 March 31 March
Assets Note 2017 2016 2017 2016
(in Baht)

Current assets
Cash and cash equivalents 5 495,380,741 2,382,505,248 495,347,686 2,382,410,374
Short-term deposits at financial institutions 6 2,633,000,000 - 2,633,000,000 -
Trade accounts receivable 4,7 892,643,297 791,420,990 892,643,297 791,420,990
Other receivables 4 31,988,824 62,818,606 31,988,824 62,818,666
Inventories 8 766,859,628 573,891,711 766,859,628 573,891,711

Current portion of long-term loan
to related party 4 - 5,153,827,456 - 6,065,196,504

Current portion of long-term

interest receivables 4 - 1,218,205,493 - 1,218,205,493
Other current assets 158,586,787 120,238,544 158,485,197 120,133,688
Total current assets 4,978,459,277 10,302,908,108 4,978,324,632 11,214,077,426

Non-current assets

Investments in equity-accounted investees 9 3,669,641,432 3,396,785,178 770,364,083 770,364,083
Investments in subsidiary 10 - - 12,853,530 12,853,530
Other long-term investments 11 1,580,604,161 1,580,604,161 1,580,604,161 1,580,604,161
Long-term loan to related party 4 5,911,494,959 - 5,928,832,325 -

Long-term interest receivables 4 1,506,100,375 - 1,506,100,375 -

Property, plant and equipment 12 1,416,053,908 1,535,757,524 1,416,053,908 1,535,757,524
Intangible assets 20,672,893 24,321,050 20,672,893 24,321,050
Deferred tax assets 13 82,552,056 134,833,610 82,552,056 134,833,610
Other non-current assets 2,834,569 3,531,569 2,834,569 3,531,569
Total non-current assets 14,189,954,353 6,675,833,092 11,320,867,900 4,062,265,527
Total assets 19,168,413,630  16,978,741,200  16,299,192,532  15,276,342,953

The accompanying notes are an integral part of these financial statements.
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THAI CARBON BLACK PCL.

Statement of financial position

Thai Carbon Black Public Company Limited and its Subsidiary

Liabilities and equity

Current liabilities

Trade accounts payable

Other payables

Current portion of long-term loan from
financial institutions

Income tax payable

Other current liabilities

Total current liabilities

Non-current liabilities
Long-term loan from financial institutions
Employee benefit obligations

Total non-current liabilities

Total liabilities

Equity
Share capital:
Authorised share capital
Issued and paid-up share capital
Additional paid in capital:
Premium on ordinary shares
Retained earnings
Appropriated
Legal reserve
Unappropriated
Other components of equity

Total equity

Total liabilities and equity

Note

4,14

4,15

16

17

18

19

19

20

20

Consolidated

financial statements

Separate

financial statements

31 March 31 March
2017 2016 2017 2016
(in Baht)

685,511,913 186,399,503 685,511,913 186,399,503
172,677,506 284,365,093 172,677,506 284,365,093
160,652,794 65,979,884 160,652,794 65,979,884
112,337,319 25,303,593 112,337,319 25,303,593
130,486,432 437,582,649 130,486,432 437,582,649
1,261,665,964 999,630,722 1,261,665,964 999,630,722
3,460,527,697 3,704,356,742 3,460,527,697 3,704,356,742
93,014,623 93,162,192 93,014,623 93,162,192
3,553,542,320 3,797,518,934 3,553,542,320 3,797,518,934
4,815,208,284 4,797,149,656 4,815,208,284 4,797,149,656
300,000,000 300,000,000 300,000,000 300,000,000
300,000,000 300,000,000 300,000,000 300,000,000
930,000,000 930,000,000 930,000,000 930,000,000
30,000,000 30,000,000 30,000,000 30,000,000
14,392,256,887 12,279,597,234 10,223,984,248 9,219,193,297

(1,299,051,541)  (1,358,005,690) - -
14,353,205,346 12,181,591,544 11,483,984,248 10,479,193,297
19,168,413,630 16,978,741,200 16,299,192,532 15,276,342,953

The accompanying notes are an integral part of these financial statements.
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THAI CARBON BLACK PCL.

Statement of income

Thai Carbon Black Public Company Limited and its Subsidiary

Income

Revenue from sale of goods
Dividend income

Interest income

Net foreign exchange gain
Other income

Total income

Expenses

Cost of sales of goods
Selling expenses
Administrative expenses
Net foreign exchange loss
Finance costs

Total expenses

Share of profit of equity-accounted investees

Associates

Total

Profit before income tax expense

Income tax expense

Profit for the year attributable to

owners of the Company

Basic earnings per share (in Baht)

Note

26

4,9 11

22

24
24
24

4,9

25

27

Consolidated

financial statements
Year ended 31 March

2017

5,040,101,863

2016

Separate

financial statements
Year ended 31 March

2017

(in Baht)

4,835,734,333

5,040,101,863

2016

4,835,734,333

17,079,754 39,454,762 44,931,034 69,657,040
363,674,777 285,275,202 363,674,777 285,275,202
37,157,195 - 37,157,195 -
8,809,904 86,815,985 8,809,904 86,815,985
5,466,823,493 5,247,280,282 5,494,674,773 5,277,482,560

3,552,540,767

3,778,891,436

3,552,540,767

3,778,891,436

140,979,588 129,152,944 140,979,588 129,152,944
284,618,733 287,965,026 284,573,853 287,803,047
- 55,605,921 - 55,605,921
136,588,520 111,423,997 136,588,520 111,423,997
4,114,727,608 4,363,039,324 4,114,682,728 4,362,877,345
1,135,764,862 161,495,705 - -
1,135,764,862 161,495,705 - -
2,487,860,747 1,045,736,663 1,379,992,045 914,605,215
195,201,094 118,485,637 195,201,094 118,485,637
2,292,659,653 927,251,026 1,184,790,951 796,119,578
7.64 3.09 3.95 2.65

The accompanying notes are an integral part of these financial statements.
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THAI CARBON BLACK PCL.

Statement of comprehensive income

Thai Carbon Black Public Company Limited and its Subsidiary

Consolidated

financial statements

Year ended 31 March

Separate

financial statements

Year ended 31 March

2017 2016 2017 2016
(in Baht)

Profit for the year 2,292,659,653 927,251,026 1,184,790,951 796,119,578
Other comprehensive income
Items that are or may be reclassified to profit or loss
Foreign currency translation differences for

foreign operations 58,954,149 (47,525,036) - -
Other comprehensive income for the year,

net of income tax 58,954,149 (47,525,036) - -
Total comprehensive income for the year 2,351,613,802 879,725,990 1,184,790,951 796,119,578

The accompanying notes are an integral part of these financial statements.
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Annual Report 2017

THAI CARBON BLACK PCL.

Statement of cash flows

Thai Carbon Black Public Company Limited and its Subsidiary

Cash flows from operating activities

Profit for the year

Adjustments for

Depreciation

Amortisation of intangible assets

Provision (reversal of allowance) for decline in
value of inventories

Dividend income

Interest income

Finance costs

Amortisation of deferred transaction costs

Unrealised loss (gain) on exchange rate

Unrealised loss (gain) on derivatives

Gain on disposal of property, plant and equipment

Share of profit of equity-accounted investees,
net of income tax

Employee benefit obligations

Income tax expense

Changes in operating assets and liabilities
Trade accounts receivable

Other receivables

Inventories

Other current assets

Other non-current assets

Trade accounts payable

Other payables

Other current liabilities

Employee benefit obligations paid

Cash generated from operating activities
Income tax paid

Net cash from operating activities

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

Note

12

16

4,9

Consolidated

financial statements

Year ended 31 March

Separate

financial statements

Year ended 31 March

2017 2016 2017 2016
(in Baht)
2,292,659,653 927,251,026 1,184,790,951 796,119,578
189,334,632 252,637,197 189,334,632 252,637,197
3,648,157 - 3,648,157 -
15,587,812 (474,683) 15,587,812 (474,683)
(17,079,754) (39,454,762) (44,931,034) (69,657,040)
(363,674,777) (285,275,202) (363,674,777) (285,275,202)
106,036,830 83,332,753 106,036,830 83,332,753
30,551,690 28,091,244 30,551,690 28,091,244
85,798,965 (335,247,323) 85,819,171 (335,236,801)
(306,566,544) 390,424,708 (306,566,544) 390,424,708
(509,346) - (509,346) -
(1,135,764,862) (161,495,705) - -
9,988,561 9,900,879 9,988,561 9,900,879
195,201,094 118,485,637 195,201,094 118,485,637
1,105,212,111 988,175,769 1,105,277,197 988,348,270
(105,030,912) 166,062,459 (105,030,912) 166,062,459
(8,624,918) 25,683,891 (8,624,918) 25,683,891
(208,555,729) (169,691,542) (208,555,729) (169,691,542)
(25,111,625) 11,026,317 (25,114,892) 11,048,015
697,000 (550,999) 697,000 (550,999)
506,360,607 (122,269,545) 506,360,607 (122,269,545)
(92,263,283) 14,453,894 (92,263,283) 14,506,353
(921,212) (4,227,205) (921,212) (4,227,205)
(10,136,130) (11,186,922) (10,136,130) (11,186,922)
1,161,625,909 897,476,117 1,161,687,728 897,722,775
(55,885,814) (219,545,830) (55,885,814) (219,545,830)
1,105,740,095 677,930,287 1,105,801,914 678,176,945
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Statement of cash flows

Thai Carbon Black Public Company Limited and its Subsidiary

Cash flows from investing activities

Increase in short-term deposits at financial institutions
Interest received

Dividend received

Purchase of property, plant and equipment

Disposal of property, plant and equipment

Net cash used in investing activities

Cash flows from financing activities

Interest paid

Dividends paid

Proceeds from borrowings (net of transaction costs
of Baht 132.9 million)

Repayment of borrowings

Net cash from (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at 1 April

Cash and cash equivalents at 31 March

Non-cash transactions
Payables for purchases of machinery and equipment
Dividend receivables

Dividend payables

Consolidated

financial statements

Year ended 31 March

Separate

financial statements

Year ended 31 March

2017 2016 2017 2016
(in Baht)

(2,633,000,000) - (2,633,000,000) -
28,597,118 5,247,309 28,597,118 5,247,309
84,385,796 30,202,278 84,385,796 30,202,278

(91,351,113) (223,724,540) (91,351,113) (223,724,540)
2,443,916 - 2,443,916 -
(2,608,924,283) (188,274,953) (2,608,924,283) (188,274,953)
(105,675,608) (82,288,540) (105,675,608) (82,288,540)
(179,608,461) (180,000,000) (179,608,461) (180,000,000)

(98,656,250)

3,784,340,083
(2,692,025,700)

(98,656,250)

3,784,340,983
(2,692,025,700)

(383,940,319) 830,026,743 (383,940,319) 830,026,743
(1,887,124,507) 1,319,682,077 (1,887,062,688) 1,319,928,735
2,382,505,248 1,062,823,171 2,382,410,374 1,062,481,639
495,380,741 2,382,505,248 495,347,686 2,382,410,374
45,603,584 65,389,111 45,603,584 65,389,111

- 39,454,762 - 39,454,762

5,356,034 4,964,495 5,356,034 4,964,495

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

Thai Carbon Black Public Company Limited and its Subsidiary
For the year ended 31 March 2017

Note Contents

1 General information

2 Basis of preparation of the financial statements
3 Significant accounting policies

4 Related parties

5 Cash and cash equivalents

6 Short-term deposits at financial institutions
7 Trade accounts receivable

8 Inventories

9 Investments in equity-accounted investees
10 Investments in subsidiary

11 Other long-term investments

12 Property, plant and equipment

13 Deferred tax

14 Trade accounts payable

15 Other payables

16 Long-term loan from financial institutions
17 Other current liabilities

18 Employee benefit obligations

19 Share capital

20 Reserves

21 Segment information

22 Other income

23 Employee benefit expenses

24 Expenses by nature

25 Income tax expense

26 Promotional privileges

27 Earnings per share

28 Dividends

29 Financial instruments

30 Commitments and contingent liabilities with non-related parties
31 Thai Financial Reporting Standards (TFRS) not yet adopted

(8]
\]

Reclassification of accounts
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These notes form an integral part of the financial statements.

The financial statements issued for Thai regulatory reporting purposes are prepared in the Thai
language. These English language financial statements have been prepared from the Thai language
statutory financial statements, and were approved and authorised for issue by the Board of Directors

on 29 May 2017.

General information

Thai Carbon Black Public Company Limited, “the Company”, is incorporated in Thailand and has its

registered office and factory as follow:

Head office : 888/122 and 128, Mahatun Plaza Building, 16" Floor, Ploenchit Road,
Lumpini, Patumwan, Bangkok, 10330.

Factory : 44 Moo 1, Ayuthaya-Angthong Highway, Posa, Muang, Angthong, 14000.
The Company was listed on the Stock Exchange of Thailand in 1990.

The major shareholders of the Company during the financial year were SKI Carbon Black (Mauritius)
Limited (32.24%), Thai Rayon Public Company Limited (24.98%), and Everlon International
Holdings Limited (12.56%).

The principal activities of the Group are the manufacture and sale of carbon black. Details of the

Company’s subsidiary and associates as at 31 March 2017 and 2016 are given in notes 9 and 10.

Basis of preparation of the financial statements

Statement of compliance

The financial statements are prepared in accordance with Thai Financial Reporting Standards (TFRS);
guidelines promulgated by the Federation of Accounting Professions (“FAP”); and applicable rules

and regulations of the Thai Securities and Exchange Commission.

The FAP has issued new and revised TFRS effective for annual accounting periods beginning on or
after 1 January 2016. The initial application of these new and revised TFRS has resulted in changes in
certain of the Group’s accounting policies. These changes have no material effect on the financial

statements.
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In addition to the above new and revised TFRS, the FAP has issued a number of other new and revised
TFRS which are effective for annual financial periods beginning on or after 1 January 2016 and have
not been adopted in the preparation of these financial statements. Those new and revised TFRS that

are relevant to the Group’s operations are disclosed in note 31.

Basis of measurement

The financial statements have been prepared on the historical cost basis except as stated in the

accounting policies.

Functional and presentation currency

The financial statements are presented in Thai Baht, which is the Company’s functional currency. All
financial information presented in Thai Baht has been rounded in the notes to the financial statements

to the nearest thousand unless otherwise stated.

Use of judgements and estimates

The preparation of financial statements in conformity with TFRS requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these

estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised prospectively.

Information about assumption and estimation uncertainties that have a significant risk of resulting in a
material adjustments to the amounts recognised in the financial statements is included in the following

notes:

Note 13 Current and deferred taxation

Note 18 Measurement of defined benefit obligations
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Measurement of fair values

A number of the Group’s accounting policies and disclosures require the measurement of fair values,

for both financial and non-financial assets and liabilities.

When measuring the fair value of an asset or a liability, the Group uses market observable data as far
as possible. Fair values are categorised into different levels in a fair value hierarchy based on the

inputs used in the valuation techniques as follows:

e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

e Level 3: inputs for the asset or liability that are not based on observable market data (unobservable

inputs).
If the inputs used to measure the fair value of an asset or liability might be categorised in different
levels of the fair value hierarchy, then the fair value measurement is categorised in its entirety in the
same level of the fair value hierarchy as the lowest level input that is significant to the entirety

measurement.

Further information about the assumptions made in measuring fair values is included in the following

notes:

e Note 29 Financial instruments

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these

financial statements.

Basis of consolidation

The consolidated financial statements relate to the Company and its subsidiary (together referred to as

the “Group”) and the Group’s interests in associates.



68

30vUUs=91U 2560

usun Tngmsuauluan “1na (Unau)

UTHNdoY

awv I a { J a o a -4 4 ' Av A o Aa A
vsmdoailunemsnegnieldnmsaiuguuesnguuiin minmuquinadulenquusinidasunielianslu
v

1 k4
wammmuvTuuﬂi%1ﬂmﬁmm@ﬁ'mﬁuﬁ%mﬁﬁuuazummmmmiumﬂ%’émmmﬁaﬁ%miﬁuﬁﬂﬁ'

NANANTZNUADTIMIURUHAADUUNUYBINGUUTEN JUMIRuveuTHindoslasiueglusumsitusiu iy

"o

v 1 4
uadunimsmuauandIuimInuquaugan
YTENTIN

a 1 =

awv 1@ a A 1 Ao aa v o w Ao Y A ' v A A o
Ui‘]elﬂi?liJLﬂHﬂi]ﬂﬁﬂﬂ@ﬂJﬂinuE]‘Vl‘ﬁ‘l/\laﬁlEﬂdiJuEch’HﬂillIﬂEJZJE)114WL"Uﬂﬂu’c’f’mi’nﬂum‘j@ﬂa‘uiﬁ]mmﬂu

o

uloenamsQuuagmsduiivauua hiteszaunazauaunseniuaus i luuTeuedinan

=

' Y Ao 1 o o A ax Y A o 9 A A Y £ = 9
ﬁ?ull@l,ﬁﬁl(lu’ﬂi‘ﬂ‘ﬂﬁ'JiJ”lJu‘Vlﬂ“]JﬂJ%ﬁ'lﬁJTﬁﬁ'JullﬂLﬁﬂ Tﬂﬂiﬂzi"lﬂﬂ'ﬁm@!ﬁMlliﬂﬂ?ﬂi']ﬂ'lnu“ﬁﬁ JINAUNU

o o o Y A ' "o o < 3 A a
N1INIIYNIT ﬂ'lfl‘l’iﬁ\iﬂ’liﬁ‘]Jzi'l‘(’]f‘ﬂilﬁul!,iﬂ muumm"liw%‘ammnuuazm'limmnummﬁmﬁumamu

d' = as Y a 1 a o =1 a 2K o d' 1 Aa o =S =)

a\i‘ﬂu‘ﬂﬂuﬂﬂﬁ1ﬂ’)‘ﬁﬁ’3u1mﬁﬂﬂ]@ﬂﬂ@ﬂ’]Ji‘]el‘ﬂ i]zgﬂuumﬂmumiNuimi]umauﬂﬂqumqutymﬂmmn
[ a' 1 ] d‘ 1 a o Yo Ao a U 1 Y A a o d'

BNTNADYNNUIAINY memuumwa611191‘1@141/1ﬂq:mww'lﬂimJmuaumuﬂ’nmu"lma&“lumvwﬂﬂ

1 Y A U a o 3 o T Y 1
ﬂl@ﬂﬁ?ullﬂlﬁﬂﬂlaﬁﬂQNUiﬂﬂ %:gﬂwauammﬂuquﬂuazﬂzhlmugmuumwa

a)]
Lo
=
=
=
=
Yand
a)]
.
—
=3
-
=
Ee
2
=9

= 1 9 1 A 1 awv A o A 9 ! a A o o
ﬂjmnuaﬂm"lﬂ L’J‘I,!Lmﬂiimﬂﬂ’q%J‘]JTH“VIlIﬂWigEdﬂW‘LlGﬂllﬂ@]ﬁh?ﬂﬁiﬁ]ﬂﬂﬂ%WﬂNulW@ﬂﬂi$ﬂ1‘i$@ﬂW‘L!LL‘V]‘I,!Gl‘Ll

WIWVBIAYNAINU

MIAATIENT IUUMTISUTIY

A v A 1 a 1 = 9 A 1 9 Ao 1T a d?l a & J
ﬂﬂﬂﬂﬂlﬂaﬂlmgi'lﬂﬂ']iﬂﬂﬁﬁzW’J1Qﬂi]ﬂ1iluﬂq1| i’Jilt‘I\ﬁ'lEJhlﬂ ‘HiE]ﬂflélf%'lﬂ’ﬂENVIJJLﬂWUHi]iQ‘*]NLI]HNﬁM'I

' a ' @ v o a ° Ao 1 a dgl a &
%Tﬂi18ﬂ1§§$1’i’31\1ﬂ’ﬂﬂ131uﬂqu t:l‘ﬂﬂﬂiﬁlﬂ'lislufﬂii]ﬂVlNiJﬂﬁ'Nui’Jll m“lmm“lmnmumwuﬂuwam

MINTIMIAVUTENI WAz fININAIANTWAUgNAaTIeM s fRIuasnumnnguus Enldiu 1aide lu
a d. ngl d‘Q/ Ta dgl a 4 v = v o d‘w Ta é’ a Al \ d'
Aamsfgnasuiiy Nanunds lumatuesegnaasiems ludanbuz@ernu lsnda linatiueg uami

Y
=3

A = v 9 T Aa
ma"lmmaﬂgmmmaﬂmmmu



Annual Report 2017

THAI CARBON BLACK PCL.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those
returns through its power over the entity. The financial statements of subsidiaries are included in the
consolidated financial statements from the date on which control commences until the date on which

control ceases.

Associates

Associate is the entity in which the Group has significant influence, but not control or joint control,

over the financial and operating policies.

Interest in associate is accounted for using the equity method. It is recognised initially at cost, which
includes transaction costs. Subsequent to initial recognition, the consolidated financial statements
include the Group’s share of the profit or loss and other comprehensive income of an associate, until
the date on which significant influence ceases. When the Group’s share of losses exceeds its interest in
an associate, the Group’s carrying amount of that interest is reduced to zero and recognition of further
losses is discontinued except to the extent that the Group has an obligation or has made payments on

behalf of the associate.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income or expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements. Unrealised gains arising
from transactions with associates and jointly-controlled entities are eliminated against the investment
to the extent of the Group’s interest in the investee. Unrealised losses are eliminated in the same way

as unrealised gains, but only to the extent that there is no evidence of impairment.
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(b) Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group

entities at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated to the functional

currency at the exchange rate at the reporting date.

Non-monetary assets and liabilities measured at cost in foreign currencies are translated to the

functional currency at the exchange rates at the dates of the transactions.

Foreign currency differences are generally recognised in profit or loss.

Foreign operations

The assets and liabilities of foreign operations are translated to Thai Baht at the exchange rates at the

reporting date.

The revenues and expenses of foreign operations are translated to Thai Baht at rates approximating the

exchange rates ruling at the dates of the transactions.

Foreign exchange differences are recognised in other comprehensive income and presented in the
foreign currency translation reserve, except to extent that the translation difference is allocated to non-

controlling interest.

When a foreign operation is disposed of in its entirety or partially such that control or significant
influence is lost, the cumulative amount in the translation reserve related to that foreign operation is
reclassified to profit or loss as part of the gain or loss on disposal. If the Group disposes of part of its
interest in a subsidiary but retains control, then the relevant proportion of the cumulative amount is
reattributed to non-controlling interests. When the Group disposes of only part of an associate while
retaining significant influence, the relevant proportion of the cumulative amount is reclassified to

profit or loss.
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When the settlement of a monetary item receivable from or payable to a foreign operation is neither
planned nor likely in the foreseeable future, exchange gains and losses arising from such a monetary
item are considered to form part of a net investment in a foreign operation and are recognised in other
comprehensive income, and presented in the foreign currency translation reserve in equity until

disposal of the investment.

Derivative financial instruments

Derivative financial instruments are used to manage exposure to foreign exchange, interest rate arising
from operational, financing and investment activities. Derivative financial instruments are not used for
trading purposes. However, derivatives that do not qualify for hedge accounting are accounted for as

trading instruments.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit
or loss when incurred. Subsequent to initial recognition, they are remeasured at fair value. The gain

or loss on remeasurement to fair value is recognised immediately in profit or loss.

The fair value of interest rate swaps is based on broker quotes at the reporting date. Those quotes are
tested for reasonableness by discounting estimated future cash flows based on the terms and maturity

of each contract and using market interest rates for a similar instrument at the reporting date.

The fair value of forward exchange contracts is based on their listed market price, if available. If a
listed market price is not available, then fair value is estimated by discounting the difference between
the contractual forward price and the current forward price at the reporting date for the residual

maturity of the contract using a risk-free interest rate (based on government bonds).

Cash and cash equivalents

Cash and cash equivalents in the statements of cash flows comprise cash balances, call deposits and

highly liquid short-term investments. Bank overdrafts that are repayable on demand are a component

of financing activities for the purpose of the statement of cash flows.
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Trade and other receivables

Trade and other receivables are stated at their invoice value less allowance for doubtful accounts.

The allowance for doubtful accounts is assessed primarily on analysis of payment histories and future

expectations of customer payments. Bad debts are written off when incurred.

Inventories

Inventories are stated at the lower of cost and net realisable value.

Cost is calculated using the average cost principle, and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and
condition. In the case of manufactured inventories and work-in-progress, cost includes an
appropriate share of production overheads based on normal operating capacity and is calculated

using standard cost adjusted to approximate average cost.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated

costs to complete and to make the sale.

Investments

Investments in subsidiary and associates

Investments in subsidiary and associates in the separate financial statements of the Company are
accounted for using the cost method. Investment in associates in the consolidated financial statements
is accounted for using the equity method.

Investments in equity securities

Equity securities which are not marketable are stated at cost less any impairment losses.
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Disposal of investments

On disposal of an investment, the difference between net disposal proceeds and the carrying amount
together with the associated cumulative gain or loss that was reported in equity is recognised in profit

or loss.

If the Group disposes of part of its holding of a particular investment, the deemed cost of the part sold
is determined using the weighted average method applied to the carrying value of the total holding of

the investment.

Property, plant and equipment

Recognition and measurement

Owned assets

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable
to bringing the assets to a working condition for their intended use, the costs of dismantling and
removing the items and restoring the site on which they are located, and capitalised borrowing costs.
Purchased software that is integral to the functionality of the related equipment is capitalised as part of

that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted

for as separate items (major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of property, plant and equipment, and are

recognised net within other income in profit or loss.
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Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will
flow to the Group, and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised in

profit or loss as incurred.

Depreciation

Depreciation is calculated based on the depreciable amount, which is the cost of an asset, or other

amount substituted for cost, less its residual value.

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of each

component of an item of property, plant and equipment. The estimated useful lives are as follows:

Buildings and constructions 20 and 25 years
Machinery and equipment 5 and 10 years
Furniture, fixtures and office equipment 5 and 10 years
Vehicles 5 years

No depreciation is provided on freehold land or assets under construction.

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and

adjusted if appropriate.

Intangible assets

Intangible assets that are acquired by the Group and have finite useful lives are measured at cost less

accumulated amortisation and accumulated impairment losses.
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0

Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in

the specific asset to which it relates. All other expenditure are recognised in profit or loss as incurred.

Amortisation

Amortisation is based on the cost of the asset, or other amount substituted for cost, less its residual

value.

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets from the date that they are available for use, since this most closely reflects the
expected pattern of consumption of the future economic benefits embodied in the asset. The estimated

useful lives for the current and comparative periods are as follows:

Computer software 5 years

Amortisation 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 each reporting date to determine whether
there is any indication of impairment. If any such indication exists, the assets’ recoverable amounts are

estimated.

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds

its recoverable amount. The impairment loss is recognised in profit or loss.

Calculation of recoverable amount

The recoverable amount of a non-financial asset is the greater of the assets’ value in use and fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value of

money and the risks specific to the asset. For an asset that does not generate cash inflows largely
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(k)

(]

(m)

independent of those from other assets, the recoverable amount is determined for the cash-generating

unit to which the asset belongs.

Reversals of impairment

Impairment losses recognised in prior periods in respect of other non-financial assets are assessed at
each reporting date for any indications that the loss has decreased or no longer exists. An impairment
loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Interest-bearing liabilities

Interest-bearing liabilities are recognised initially at fair value less attributable transaction charges.
Subsequent to initial recognition, interest-bearing liabilities are stated at amortised cost with any
difference between cost and redemption value being recognised in profit or loss over the period of the
borrowings on an effective interest basis.

Trade and other accounts payable

Trade and other accounts payable are stated at cost.

Employee benefits

Defined contribution plans

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

provided.

Defined benefit plans

The Group’s net obligation in respect of defined benefit plans is calculated separately for each plan by

estimating the amount of future benefit that employees have earned in the current and prior periods,

discounting that amount.
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(n)

The calculation of defined benefit obligations is performed annually by a qualified actuary using the

projected unit credit method.

Remeasurements of the net defined benefit liability, actuarial gain or loss are recognized immediately
in other comprehensive income. The Group determines the interest expense on the net defined benefit
liability for the period by applying the discount rate used to measure the defined benefit obligation at
the beginning of the annual period, taking into account any changes in the net defined benefit liability
during the period as a result of contributions and benefit payments. Net interest expense and other

expenses related to defined benefit plans are recognized in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit that
relates to past service or the gain or loss on curtailment is recognised immediately in profit or loss. The
Group recognises gains and losses on the settlement of a defined benefit plan when the settlement

occurs.

Other long-term employee benefits

The Group’s net obligation in respect of long-term employee benefits is the amount of future benefit
that employees have earned in return for their service in the current and prior periods. That benefit is
discounted to determine its present value. Remeasurements are recognized in profit or loss in the

period in which they arise.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected to be paid if the Group has a present legal or constructive obligation to pay
this amount as a result of past service provided by the employee and the obligation can be estimated

reliably.

Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks

specific to the liability.
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Revenue

Revenue excludes value added taxes and is arrived at after deduction of trade discounts.

Sales of goods

Revenue is recognised in profit or loss when the significant risks and rewards of ownership have been
transferred to the buyer. No revenue is recognised if there is continuing management involvement
with the goods or there are significant uncertainties regarding recovery of the consideration due,
associated costs or the probable return of goods.

Dividend income

Dividend income is recognised in profit or loss on the date the Group’s right to receive payments is

established.

Interest income

Interest income is recognised in profit or loss as it accrues.

Finance costs

Finance costs is recognised using the effective interest method and comprises interest expense on

borrowings and unwinding of the discount on provisions.

Borrowing costs that are not directly attributable to the acquisition, construction or production of a

qualifying asset are recognised in profit or loss using the effective interest method.

Lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the

term of the lease.
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Contingent lease payments are accounted for by revising the minimum lease payments over the

remaining term of the lease when the lease adjustment is confirmed.

Determining whether an arrangement contains a lease

At inception of an arrangement, the Group determines whether such an arrangement is or contains a
lease. A specific asset is the subject of a lease if fulfilment of the arrangement is dependent on the use
of that specified asset. An arrangement conveys the right to use the asset if the arrangement conveys to

the Group the right to control the use of the underlying asset.

At inception or upon reassessment of the arrangement, the Group separates payments and other
consideration required by such an arrangement into those for the lease and those for other elements on
the basis of their relative fair values. If the Group concludes for a finance lease that it is impracticable
to separate the payments reliably, an asset and a liability are recognised at an amount equal to the fair
value of the underlying asset. Subsequently the liability is reduced as payments are made and an

imputed finance charge on the liability is recognised using the Group’s incremental borrowing rate.

Income tax

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

recognised directly in equity or in other comprehensive income.

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

of previous years.

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

extent that it is probable that they will not reverse in the foreseeable future.
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The measurement of deferred tax reflects the tax consequences that would follow the manner in which
the Group expects, at the end of the reporting period, to recover or settle the carrying amount of its assets

and liabilities.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences

when they reverse, using tax rates enacted or substantively enacted at the reporting date.

In determining the amount of current tax 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 liabilities are adequate for all open tax years based on its assessment of many factors,
including interpretations of tax law and prior experience. This assessment relies on estimates and
assumptions and may involve a series of judgements about future events. New information may become
available that causes the Group to change its judgement regarding the adequacy of existing tax liabilities;

such changes to tax liabilities will impact tax expense in the period that such a determination is made.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same taxable
entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis

or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilised. Deferred tax assets are reviewed at
each reporting date and reduced to the extent that it is no longer probable that the related tax benefit will

be realised.

Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted

average number of ordinary shares outstanding during the year.
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Segment reporting

Segment results that are reported to the Group’s Managing Director (the chief operating decision

maker) include items directly attributable to a segment as well as those that can be allocated on a

reasonable basis.

Related parties

For the purposes of these financial statements, parties are considered to be related to the Group if the

Group has the ability, directly or indirectly, to control or joint control the party or exercise significant

influence over the party in making financial and operating decisions, or vice versa, or where the Group

and the party are subject to common control or common significant influence. Related parties may be

individuals or other entities.

Relationships with subsidiary and associates are described in note 9 and 10. Relationships with key

management and other related parties were as follows:

Name of entities

SKI Carbon Black (Mauritius) Limited

Thai Rayon Public Company Limited

Thai Acrylic Fiber Co., Ltd.

Alexandria Fiber Co., S.A.E.

SKI Carbon Black (India) Pvt. Ltd.

Columbian Chemicals Company

Alexandria Carbon Black Company S.A.E.

Aditya Birla Sciences Co., Ltd.
Columbian Chemicals Europa GmbH

Country of
incorporation/
nationality

Mauritius

Thailand

Thailand

Egypt

India
U.S.A
Egypt

India

German

Nature of relationships

Major shareholder of the Company, 10% or
more shareholding.

Major shareholder of the Company, 10% or
more shareholding.

The Company has 10% or more shareholding,
common directors.

The Company has 10% or more shareholding,
common directors.

Same ultimate parent company

Same ultimate parent company

Same ultimate parent company

Same ultimate parent company

Same ultimate parent company
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Columbian Chemicals Korea Co., Ltd.

Columbian Chemicals Brazil Ltda.

Columbian International Chemicals
Corporation

Columbian Carbon Europa S.R.L.
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Name of entities
Columbian Chemicals Korea Co., Ltd.
Columbian Chemicals Brazil Ltda.
Columbian International Chemicals
Corporation
Columbian Carbon Europa S.R.L.

Key management personnel

Country of

incorporation/

nationality
South Korea
Brazil

Georgia

Italy
Indian/Thai

Nature of relationships
Same ultimate parent company
Same ultimate parent company

Same ultimate parent company

Same ultimate parent company

Persons having authority and responsibility
for planning, directing and controlling the
activities of the entity, directly or
indirectly, including any director (whether

executive or otherwise) of the Group.

The pricing policies for transactions with related parties are explained further below:

Transactions

Purchase of goods

Interest income

Dividend

Share of production cost - steam and
electric power

Expenses charged to/by related parties

Rental expenses

Pricing policies

With reference to market price
LIBOR+3.5% per annum

According to the declaration

With reference to market price
Actual price

By mutual agreement

Significant transactions for the year ended 31 March with related parties were as follows:

Year ended 31 March

Associates

Interest income
Dividend income

Purchase of goods

Consolidated Separate
financial statements financial statements
2017 2016 2017 2016

(in thousand Baht)
321,841 279,709 321,841 279,709
- 27,851 30,202
44 1,971 44 1,971
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Consolidated Separate
financial statements financial statements
Year ended 31 March 2017 2016 2017 2016
(in thousand Baht)
Key management personnel
Key management personnel compensation
Short-term employee benefit 34,497 37,569 34,497 37,569
Total key management personnel
compensation 34,497 37,569 34,497 37,569
Directors’ remuneration 3,567 4,047 3,567 4,047
Other related parties
Dividend income 17,080 - 17,080 -
Share of production cost - steam and
electric power 275,949 335,346 275,949 335,346
Expenses charged to a related parties 97,009 57,303 97,009 57,303
Rental expenses 3,240 3,240 3,240 3,240
Purchase of goods 142,715 67,229 142,715 67,229
Expenses charged by related parties 87,479 93,325 87,479 93,325

Intercompany services agreement

In April 2016, the Company entered into an intercompany services agreement with a related party, in
which both parties agreed to provide certain management services including but not limited to
executive support, finance, operation, human resources, sales and marketing, general administrative

and project services support. Service fees will be mutually agreed.

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

Trade accounts receivable - related party Consolidated Separate
financial statements financial statements
2017 2016 2017 2016
(in thousand Baht)
Other related party 46,645 59,496 46,645 59,496

Total 46,645 59,496 46,645 59,496
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Other receivables - related parties

Other related parties
Total

Interest receivables

- related party

Associate
Current portion
Non-current portion

Total

Long-term loan to related party

Associate
Current portion
Non-current portion

Total

Consolidated

financial statements

Separate

financial statements

2017 2016 2017 2016
(in thousand Baht)
18,143 13,666 18,143 13,666
18,143 13,666 18,143 13,666
Consolidated Separate

financial statements
2017 2016

financial statements
2017 2016

(in thousand Baht)

- 1,218,205 - 1,218,205
1,506,100 - 1,506,100 -
1,506,100 1,218,205 1,506,100 1,218,205

Consolidated Separate

financial statements
2017 2016

financial statements
2017 2016

(in thousand Baht)

Movements during the year ended 31 March of long-term loan to related party were as follows:

Long-term loan to related party

Associate

At 1 April of the preceding year

Unrealised gain (loss) on exchange rate

Share of net profit (loss) of an associate

Share of other comprehensive income of
an associate

At 31 March

- 5,153,827 - 6,065,197
5,911,495 - 5,928,832 -
5,911,495 5,153,827 5,928,832 6,065,197

Consolidated Separate

financial statements
2017 2016

financial statements
2017 2016

(in thousand Baht)

5,153,827 4,995,043 6,065,197 5,604,568

(136,365) 460,629 (136,365) 460,629
804,929 (187,690) _ _
89,104 (114,155) _ _

5911,495 5,153,827 5,928,832 6,065,197
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Loan agreement

In 2011, the Company entered into a loan agreement with an associate in which the Company has lent

a loan for an amount of USD 173 million, with an interest rate at LIBOR+3.5% per annum. This loan

was scheduled to be repaid in July 2016. On 5 July 2016, the Company entered into an amendment

agreement to extend the repayment date to July 2021 without changing any other conditions. The

interest shall be compounded at the end of the respective interest period and payable along with the

final repayment of the loan.

Trade accounts payable - related parties

Associate
Other related parties
Total

Other payables - related parties

Associate
Other related parties
Total

Cash and cash equivalents

Cash on hand

Cash at banks - current accounts
Cash at banks - savings accounts
Fixed deposit

Total

Consolidated Separate

financial statements financial statements

2017 2016 2017 2016
(in thousand Baht)

- 235 - 235
93,716 9,920 93,716 9,920
93,716 10,155 93,716 10,155

Consolidated Separate

financial statements financial statements

2017 2016 2017 2016
(in thousand Baht)

- 1 - 1
17,277 37,031 17,277 37,031
17,277 37,032 17,277 37,032

Consolidated Separate

financial statements financial statements

2017 2016 2017 2016
(in thousand Baht)
368 302 368 302
55,715 12,589 55,682 12,494
139,278 1,844,614 139,278 1,844,614
300,020 525,000 300,020 525,000
495,381 2,382,505 495,348 2,382,410
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6 Short-term deposits at financial institutions

As at 31 March 2017, the Company had short-term deposits at local financial institutions, amounting

to Baht 2,633 million (2016:nil), which was bearing interest at the rate of 1.60 - 1.85% per annum and

matured in April to September 2017.

7 Trade accounts receivable

Note
Related party 4
Other parties
Total

Less allowance for doubtful accounts

Net

Bad and doubtful debts expense for the year

Aging analyses for trade accounts receivable were as follows:

Related party
Within credit terms
Overdue:

Less than 3 months

3 - 6 months

6 - 12 months

Over 12 months

Less allowance for doubtful accounts

Consolidated and separate

financial statements

2017 2016
(in thousand Baht)
46,645 59,496
845,998 731,925
892,643 791,421
892,643 791,421

Consolidated and separate
financial statements
2017 2016
(in thousand Baht)

46,645 59,496

46,645 59,496

46,645 59,496
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Consolidated and separate
financial statements
2017 2016
(in thousand Baht)

Other parties
Within credit terms 764,320 710,298
Overdue:
Less than 3 months 81,678 19,618
3 - 6 months - -
6 - 12 months - 114
Over 12 months - 1,895
845,998 731,925
Less allowance for doubtful accounts - -
845,998 731,925
Net 892,643 791,421

The normal credit term granted by the Group ranges from 15 days to 120 days.

8 Inventories

Consolidated and separate

financial statements

2017 2016
(in thousand Baht)

Finished goods 279,733 215,420
Raw materials 301,351 242,315
Factory supplies and spare parts 149,812 123,114
Goods in transit 63,551 5,042

794,447 585,891
Less allowance for decline in value (27,587) (11,999)

Net 766,360 573,892
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Inventories recognised as an expense in

‘cost of sales of goods’:

- Cost

- Provision (reversal of allowance) for decline in value

Total

Investments in equity-accounted investees

Associates

At 1 April of the preceding year

Share of profits of equity-
accounted investees, net

Dividend income

Currency translation differences

At 31 March

Consolidated
financial statements

2017 2016

Consolidated and separate
financial statements
2017 2016
(in thousand Baht)

3,536,953 3,779,366
15,588 (475)
3,552,541 3,778,891
Separate

financial statements

2017 2016

(in thousand Baht)

3,396,785 3,011,162 770,364 770,364
330,836 349,186 - .
(27,851) (30,202) . ;
(30,129) 66,639 ; .

3,669,641 3,396,785 770,364 770,364
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11  Other long-term investments

Cost of investments at 1 April of the preceding
year

Allowance for impairment loss

Carrying amount of investments at 31

March

Consolidated Separate

financial statements financial statements

2017 2016 2017 2016
(in thousand Baht)
1,744,358 1,744,358 1,846,560 1,846,560
(163,754) (163,754) (265,956) (265,956)
1,580,604 1,580,604 1,580,604 1,580,604
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The gross amount of the Group’s fully depreciated property, plant and equipment that was still in use

as at 31 March 2017 amounted to Baht 3,511 million (2016: Baht 3,312 million).

The Company has no pledged assets as at 31 March 2017 (2016: Baht 1,233 million) as collateral

against credit facilities received from financial institutions.

Deferred tax

Deferred tax assets and liabilities as at 31 March were as follows:

Consolidated and separate financial statements

Assets Liabilities
2017 2016 2017 2016
(in thousand Baht)
Total 101,337 159,729 (18,785) (24,895)
Set off of tax (18,785) (24,895) 18,785 24,895

Net deferred tax assets 82,552 134,834 - -
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Movements in total deferred tax assets and liabilities during the year ended 31 March were as

follows:
Consolidated and separate
financial statements
At1 (Charged) / At 31
April Credited to: March
2016 profit or loss 2017
(in thousand Baht)
Deferred tax assets
Provision for impairment of other investments 53,191 - 53,191
Provision for employee benefits 18,632 (413) 18,219
Unrealised loss from derivatives 82,891 (61,313) 21,578
Provision for decline in value of inventories 2,400 3,117 5,517
Others 2,615 217 2,832
Total 159,729 (58,392) 101,337

Deferred tax liabilities

Deferred transaction cost (24,895) 6,110 (18,785)

Total (24,895) 6,110 (18,785)

Net 134,834 (52,282) 82,552
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Deferred tax assets

Provision for impairment of other investments
Provision for employee benefits

Unrealised loss from derivatives

Provision for decline in value of inventories
Others

Total

Deferred tax liabilities
Deferred transaction cost

Total

Net

Trade accounts payable

Consolidated and separate

financial statements

At1 (Charged) / At 31
April Credited to: March
2015 profit or loss 2016

(in thousand Baht)

financial statements

53,191 - 53,191
18,890 (258) 18,632
4,806 78,085 82,891

- 2,400 2,400

4,005 (1,390) 2,615
80,892 78,837 159,729
(3,924) (20,971) (24,895)
(3,924) (20,971) (24,895)
76,968 57,866 134,834

Consolidated Separate

financial statements

Note 2016 2017 2016
(in thousand Baht)
Related parties 4 93,716 10,155 93,716 10,155
Other parties 591,796 176,245 591,796 176,245
Total 685,512 186,400 685,512 186,400
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Other payables
Consolidated Separate
financial statements financial statements
Note 2017 2016 2017 2016
(in thousand Baht)
Related parties 4 17,277 37,032 17,277 37,032
Others
Other payables for machinery
and equipment 45,604 65,389 45,604 65,389
Accrued bonus expenses 31,951 57,681 31,951 57,681
Accrued insurance expense 23,068 23,226 23,068 23,226
Accrued service fee 11,418 49,930 11,418 49,930
Others 43,360 51,107 43,360 51,107
155,401 247,333 155,401 247,333
Total 172,678 284,365 172,678 284,365

Long-term loan from financial institutions

Current

Current portion of long-term loan from financial institutions

Non-current

Long-term loan from financial institutions

Consolidated and separate

financial statements
2017 2016
(in thousand Baht)

160,653 65,980

3,460,528 3,704,357

3,621,181 3,770,337
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Movements during the year ended 31 March 2017 and 2016 of loan from financial institutions were as

follows:
Consolidated and separate
financial statements
2017 2016
(in thousand Baht)

At 1 April of the preceding year 3,770,337 2,455,573
Proceeds from loan during year - 3,917,290
Payment of transaction cost - (132,949)
Repayment during the year (98,656) (2,692,026)
Amortised deferred transaction cost 30,552 28,091
Exchange rate adjustments (81,052) 194,358
At 31 March 3,621,181 3,770,337

On 18 December 2015, the Company entered into a long-term facility agreement for US$ 110 million
with several banks (“the new facility agreement”) to replace the US$ 175 million facility agreement
the Company entered into on 1 June 2011 (“the old facility agreement”). The Company drew a new
loan under the new facility agreement with interest at LIBOR+1.75% per annum while repaid the old
loan under the old facility agreement. The principal of the new loan is repayable starting from
December 2016 and every six months thereafter till 21 December 2020. During the year ended 31
March 2017, all the mortgages of land, buildings and machineries under the old facility agreement are
released. However, under the new facility agreement, negative pledge is required over all current and

fixed assets of the Company.

Other current liabilities

Other current liabilities as at 31 March 2017 mainly comprises derivatives liabilities amounting to

Baht 107.9 million (31 March 2016: Baht 414.5 million).
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18 Employee benefits obligations

Statement of financial position obligations for:

Post-employment benefits

For the year ended 31 March
Statement of comprehensive income:
Recognised in profit or loss:

Post-employment benefits

Recognised in other comprehensive income:
Actuarial losses recognised in the year

Cumulative actuarial losses recognised

Consolidated and separate

financial statements

2017 2016
(in thousand Baht)
93,015 93,162
9,989 9,901
(4,341) (4,341)

The Company operates defined benefit plans based on the requirement of Thai Labour Protection Act

B.E. 2541 (1998) to provide retirement benefits to employees based on pensionable remuneration and

length of service.

The defined benefit plans expose the Company to actuarial risks, such as longevity risk, and interest

rate risk.
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Movement in the present value of the defined benefit obligations:
Consolidated and separate
financial statements
2017 2016
(in thousand Baht)

Defined benefit obligations at 1 April of the preceding year 93,162 94,448

Include in profit or loss:

Current service cost 6,665 6,409
Interest on obligation 3,324 3,492
9,989 9,901
Other
Benefits paid during the year (10,136) (11,187)
(10,136) (11,187)
Defined benefit obligations at 31 March 93,015 93,162

The following were the principal actuarial assumptions at the reporting date (expressed as weighted

averages):
Consolidated and separate
financial statements
2017 2016
(7o)
Discount rate 4.0 4.0
Future salary increases 9.0 9.0
Staff turnover rate 5.0 5.0

Assumptions regarding future mortality are based on published statistics and mortality tables.
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Sensitivity analysis

Reasonably possible changes at the reporting date to one of the relevant actuarial assumptions, holding

other assumptions constant, would have affected the defined benefit obligation by the amounts shown

below.
Consolidated and separate
financial statements
(in thousand Baht)
Defined benefit obligation 31 March 2017 and 2016 Increase Decrease
Discount rate (1% movement) (6,658) 7,546
Future salary growth (1% movement) 7,109 (6,426)

Although the analysis does not take account of the full distribution of cash flows expected under the

plan, it does provide an approximation of the sensitivity of the assumptions shown.

Share capital
Par value 2017 2016
per share  Number Amount Number Amount
(in Baht) (thousand shares / thousand Baht)
Authorised
At 1 April of the preceding year
- ordinary shares 1 300,000 300,000 300,000 300,000
At 31 March
- ordinary shares 1 300,000 300,000 300,000 300,000
Issued and paid-up
At 1 April of the preceding year
- ordinary shares 1 300,000 300,000 300,000 300,000

At 31 March
- ordinary shares 1 300,000 300,000 300,000 300,000
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Share premium

Section 51 of the Public Companies Act B.E. 2535 requires companies to set aside share subscription
monies 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.

Reserves

Reserves comprise:

Appropriations of profit and/or retained earnings

Legal reserve

Section 116 of the Public Companies Act B.E. 2535 requires that a public company shall allocate not
less than 5% of its annual net profit, less any accumulated losses brought forward, to a reserve account
(“legal reserve”), until this account reaches an amount not less than 10% of the registered authorised

capital. The legal reserve is not available for dividend distribution.

As at 31 March 2017 and 2016, the Company’s legal reserve was equal to 10% of authorised share

capital.

Other components of equity

Currency translation differences

The currency translation differences account within equity comprises all foreign currency differences

arising from the translation of the financial statements of foreign operations.

Movements in reserves

Movements in reserves are shown in the statements of changes in equity.
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Segment information

Management considers that the Group operates in a single line of business, namely carbon black, and

has, therefore, only one reportable segment.

Geographical segments

The Company is managed, operates manufacturing facilities and sales offices only in Thailand.

In presenting information on the basis of geographical segments, segment revenue is based on the

geographical location of customers.

Geographical information

Revenues
2017 2016
(in thousand Baht)
Thailand 3,127,612 2,940,813
Japan 651,751 825,210
Indonesia 374,399 241,780
Vietnam 336,319 169,798
Malaysia 170,281 211,980
Other countries 379,740 446,154
Total 5,040,102 4,835,735

Major customers

For the year ended 31 March 2017, the Company has revenue from two major customers in the

amount of Baht 677.3 million and Baht 419.6 million, respectively (For the year ended 31 March

2016: Baht 711.2 million and Baht 408.3 million, respectively).
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Other income

Other income for the year ended 31 March 2016 mainly comprises a receipt from insurance claim

related to a fire in 2013 amounting to Baht 82.5 million.

Employee benefit expenses
Consolidated Separate
financial statements financial statements
2017 2016 2017 2016
(in thousand Baht)
Wages and salaries 274,613 298,267 274,613 298,267
Provident fund 7,333 7,339 7,333 7,339
Post-employment benefit 9,989 9,901 9,989 9,901
Others 24,962 24,489 24,962 24,489
Total 316,897 339,996 316,897 339,996

Defined contribution plans

The defined contribution plans comprise provident funds established by the Group for its employees.
Membership to the funds is on a voluntary basis. Contributions are made monthly by the employees at
rates 5% of their basic salaries and by the Group at rates 5% of the employees’ basic salaries. The

provident funds is managed by Tisco Assets Management Company Limited.
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24  Expenses by nature

The statements of income include an analysis of expenses by function. Expenses by nature disclosed

in accordance with the requirements of various TFRS were as follows:

Consolidated Separate
financial statements financial statements
2017 2016 2017 2016

(in thousand Baht)
Included in cost of sales of goods:

Changes in inventories of finished

goods (64,313) (107,767) (64,313) (107,767)
Raw materials and consumables used 2,650,694 2,905,981 2,650,694 2,905,981
Depreciation and amortisation 192,983 252,637 192,983 252,637
Employee benefit expenses 208,001 222,737 208,001 222,737
Utility expenses 377,254 348,745 377,254 348,745
Others 187,922 156,558 187,922 156,558
Total 3,552,541 3,778,801 3,552,541 3,778,891

Included in selling expenses:

Transportation 132,039 122,845 132,039 122,845
Others 8,941 6,308 8,941 6,308
Total 140,980 129,153 140,980 129,153

Included in administrative expenses:

Employee benefit expenses 108,896 117,259 108,896 117,259
Technical assistance and consultancy 104,415 100,013 104,415 100,013
Rental expenses 14,498 7,487 14,498 7,487
Research and development expenses - 10,905 - 10,905
Others 56,810 52,301 56,765 52,139

Total 284,619 287,965 284,574 287,803
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25 Income tax expense

Income tax recognised in profit or loss

Note

Current tax expense

Deferred income tax 13

Total income tax expense

Reconciliation of effective tax rate

Profit before tax

Income tax using the Thai corporation tax rate

Income not subject to tax

Recognition of previously unrecognised
deferred tax assets

Share of profit from investments in associates

Expenses not deductible for tax purposes

Additional expense deductions allowed

Others

Total

Consolidated

financial statements

Separate

financial statements

2017 2016 2017 2016
(in thousand Baht)
142,919 176,352 142,919 176,352
52,282 (57,866) 52,282 (57,866)
195,201 118,486 195,201 118,486

Consolidated financial statements

2017 2016
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)
2,487,861 1,045,737
20 497,572 20 209,147
(77,065) (56,377)
- (2,494)
(227,153) (32,298)
1,984 548
(1406) (72)
9 32
8 195,201 11 118,486
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Separate financial statements

2017 2016
Rate (in thousand Rate (in thousand
(%) Baht) (%) Baht)

Profit before tax 1,379,992 914,605
Income tax using the Thai corporation tax rate 20 W 20 W
Income not subject to tax (82,635) (62,417)
Recognition of previously unrecognised

deferred tax assets - (2,494)
Expenses not deductible for tax purposes 1,984 548
Additional expense deductions allowed (146) (72)
Total 14 195,201 13 118,486

Income tax reduction

Revenue Code Amendment Act No. 42 B.E. 2559 dated 3 March 2016 grants a reduction of the
corporate income tax rate to 20% of net taxable profit for accounting periods which begin on or after 1

January 2016.

Promotional privileges

By virtue of the provisions of the Industrial Investment Promotion Act B.E. 2520, the Company has

been granted privileges by the Board of Investment relating to the manufacture of carbon black,

electricity and steam. The privileges granted include:

(a) exemption from payment of import duty on machinery approved by the Board; and

(b) exemption from payment of income tax for the operations for a period of 3 and 8 years from the
date on which the income is first derived from such operations but the amount is not over

specified amount; and

(c) an exemption to include the dividend income from the promoted business in the computation of

corporate income tax throughout the period of the Company being granted exemption.
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As a promoted company, the Company must comply with certain terms and conditions prescribed in

the promotional certificate.
Summary of revenue and cost reduction from promoted and non-promoted businesses:

Consolidated and separate financial statements

2017 2016
Non- Non-
Promoted promoted Promoted promoted
business business Total business business Total

(in thousand Baht)

Sales
Export sales - 1,912,490 1,912,490 - 1,894,922 1,894,922
Local sales - 3,127,612 3,127,612 - 2,940,813 2,940,813
Total sales - 5,040,102 5,040,102 - 4,835,735 4,835,735
Cost reduction from sales

of electricity and steam

generated from

manufacturing process 378,212 458,912 837,124 315,278 505,825 821,103
Total 378,212 5,499,014 5,877,226 315,278 5,341,560 5,656,838
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Earnings per share
Basic earnings per share
The calculations of basic earnings per share for the year ended 31 March 2017 and 2016 were

based on the profit for the year attributable to ordinary shareholders of the Company and the

number of ordinary shares outstanding during the year as follows:

Consolidated Separate
financial statements financial statements
Year ended 31 March 2017 2016 2017 2016

(in thousand Baht / thousand shares)
Profit attributable to equity holders of the

Company (basic) 2,292,660 927,251 1,184,791 796,120
Number of ordinary shares

outstanding (basic) 300,000 300,000 300,000 300,000
Earnings per share (basic) (in Baht) 7.64 3.09 3.95 2.65
Dividends

At the annual general meeting of the shareholders of the Company held on 14 July 2016, the
shareholders approved the appropriation of dividends of Baht 0.6 per share, amounting to Baht 180
million. The dividends was paid to shareholders in August 2016.

At the annual general meeting of the shareholders of the Company held on 29 July 2015, the
shareholders approved the appropriation of dividends of Baht 0.6 per share, amounting to Baht 180
million. The dividends was paid to shareholders in August 2015.
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Financial instruments

Financial risk management policies

The Group is exposed to normal business risks from changes in market interest rates and currency
exchange rates and from non-performance of contractual obligations by counterparties. The Group

does not hold or issue derivative financial instruments for speculative or trading purposes.

Risk management is integral to the whole business of the Group. The Group has a system of controls
in place to create an acceptable balance between the cost of risks occurring and the cost of managing
the risks. The management continually monitors the Group’s risk management process to ensure that

an appropriate balance between risk and control is achieved.

Capital management

The Board of Directors’ policy is to maintain a strong capital base so as to maintain investor, creditor
and market confidence and to sustain future development of the business. The Board monitors the
return on capital, which the Group defines as result from operating activities divided by total

shareholder’s equity and also monitors the level of dividends or ordinary shareholders.

Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of the

Group’s operations and its cash flows. Most of the Company’s financial assets and liabilities bear

floating interest rates or fixed interest rates which are close to the market rate.
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The effective interest rates of loan receivables, before considering effect from equity method of

accounting, as at 31 March and the periods in which loan receivables mature or re-price were as

follows:
Consolidated and separate financial statements
Effective After 1 year
Interest Within but within After
Rates 1 year 5 years 5 years Total
(% per annum) (in thousand Baht)

2017
Loan to related party 4.66 - 5,928,832 - 5,928,832
2016
Loan to related party 4.12 6,065,197 - - 6,065,197

The effective interest rates of interest-bearing financial liabilities as at 31 March and the periods in

which those liabilities mature or re-price were as follows:

Consolidated and separate financial statements

Effective After 1 year
Interest Within but within After
Rates 1 year 5 years 5 years Total
(% per annum) (in thousand Baht)

2017
Loan from financial

institutions 2.74 160,653 3,460,528 - 3,621,181
2016
Loan from financial

institutions 2.32 65,980 3,704,357 - 3,770,337

Foreign currency risk

The Group is exposed to foreign currency risk relating to purchases and sales which are denominated
in foreign currencies. The Group primarily utilises forward exchange contracts with maturities of less
than one year to hedge such financial assets and liabilities denominated in foreign currencies. The
forward exchange contracts entered into at the reporting date also relate to anticipated purchases and

sales, denominated in foreign currencies, for the subsequent period.
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As at 31 March, the Group and the Company were exposed to foreign currency risk in respect of

financial assets and liabilities denominated in the following currencies:

Consolidated Separate
financial statements financial statements
2017 2016 2017 2016
(in thousand Baht)
United States Dollars
Cash and cash equivalents 254 1,753,714 254 1,753,714
Trade accounts receivable 210,279 235,314 210,279 235,314
Other receivables 8,049 14,835 8,049 14,835
Trade accounts payable (590,569) (136,408) (590,569) (136,408)
Other payables (42,940) (26,892) (42,940) (26,892)
Long-term loan to related party 5,928,832 6,065,197 5,928,832 6,065,197
Long-term interest receivables 1,506,100 1,217,342 1,506,100 1,217,342
Gross statement of financial
position exposure 7,020,005 9,123,102 7,020,005 9,123,102

Currency forwards (1,961,502)  (3,717,422)  (1,961,502)  (3,717,422)
Currency swaps (1,936,455)  (2,556,131)  (1,936,455)  (2,556,131)
Net exposure 3,122,048 2,849,549 3,122,048 2,849,549

Japanese Yen

Trade accounts payable (967) - 967) -
Gross statement of financial

position exposure 967) - 967) -
Indian Rupee
Trade accounts payable (5,358) - (5,358) -
Other payables - (8,854) - (8,854)

Gross statement of financial

position exposure (5,358) (8,854) (5,358) (8,854)
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Consolidated Separate
financial statements financial statements
2017 2016 2017 2016

(in thousand Baht)

Euro

Other receivables 3,474 3,388 3,474 3,388
Trade accounts payable (8,212) (1,643) (8,212) (1,643)
Other payables (139,292) (60,445) (139,292) (60,445)

Gross statement of financial

position exposure (144,030) (58,700) (144,030) (58,700)

Mexican Peso
Cash and cash equivalents 33 95 - -
Other current assets 102 105 - -

Gross statement of financial

position exposure 135 200 = -

Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or counterparty to

settle its financial and contractual obligations to the Group as and when they fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing

basis. Credit evaluations are performed on all customers requiring credit over a certain amount.

At the reporting date, there were no significant concentrations of credit risk. The maximum exposure
to credit risk is represented by the carrying amount of each financial asset in the statement of financial
position. However, due to the large number of parties comprising the Group’s customer base,

management does not anticipate material losses from its debt collection.
Liquidity risk
The Group monitors its liquidity risk and maintains a level of cash and cash equivalents deemed

adequate by management to finance the Group’s operations and to mitigate the effects of fluctuations

in cash flows.
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Fair values at financial assets and liabilities

The fair values of short-term and current portion of financial assets and liabilities are taken to

approximate the carrying value due to relatively by short-term maturity at these financial instruments.

The fair values of long-term loans carrying a floating rate, which is considered to be market rate, are

taken to approximate their fair values.

Derivative liabilities with carrying amount of Baht 107.9 million as at 31 March 2017 are taken as fair

value determined as level 2 fair values based on broker quotes.

Commitments and contingent liabilities with non-related parties

Consolidated and separate

financial statements

31 March 31 March
2017 2016
(in thousand Baht)
Capital commitments
Machinery and equipment 51,491 68,337
Total 51,491 68,337

Non-cancellable operating lease commitments

Within one year 2,131 2,739
After one year but within five years 87 2,169
Total 2,218 4,908

Other commitments
Bank guarantees for electricity use (for own performance) 12,548 12,548

Total 12,548 12,548
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Operating lease agreements

The Group has various operating lease agreements for office, office equipment and vehicle rental.

The period of agreements is variable from 1-4 years.

Bank guarantee and letter of credit

As at 31 March 2017, the Company had outstanding bank guarantees issued by the bank for electricity
use amounting to Baht 12 million (31 March 2016.: Baht 12 million) and outstanding letter of credit
issued by the banks to guarantee payments to creditors amounting to USD 12 million and JPY

3 million (31 March 2016: USD 3 million, EUR 1 million and JPY 10 million).

Thai Financial Reporting Standards (TFRS) not yet adopted

A number of new and revised TFRS have been issued but are not yet effective and have not been
applied in preparing these financial statements. Those new and revised TFRS that may be relevant to
the Group’s operations, which become effective for annual financial periods beginning on or after 1

January 2017, are set out below. The Group does not plan to adopt these TFRS early.

TFRS Topic

TAS 1 (revised 2016) Presentation of Financial Statements

TAS 2 (revised 2016) Inventories

TAS 7 (revised 2016) Statement of Cash Flows

TAS 8 (revised 2016) Accounting Policies, Changes in Accounting Estimates
and Errors

TAS 10 (revised 2016) Events After the Reporting Period

TAS 12 (revised 2016) Income Taxes

TAS 16 (revised 2016) Property, Plant and Equipment

TAS 17 (revised 2016) Leases

TAS 18 (revised 2016) Revenue

TAS 19 (revised 2016) Employee Benefits

TAS 21 (revised 2016) The Effects of Changes in Foreign Exchange Rates
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TFRS

TAS 23 (revised 2016)
TAS 24 (revised 2016)
TAS 26 (revised 2016)
TAS 27 (revised 2016)
TAS 28 (revised 2016)
TAS 33 (revised 2016)
TAS 34 (revised 2016)
TAS 36 (revised 2016)
TAS 37 (revised 2016)
TAS 38 (revised 2016)
TAS 105 (revised 2016)
TAS 107 (revised 2016)
TFRS 8 (revised 2016)
TFRS 10 (revised 2016)
TFRS 12 (revised 2016)
TFRS 13 (revised 2016)
TFRIC 4 (revised 2016)

TFRIC 10 (revised 2016)

FAP Announcement

no. 5/2559

Topic

Borrowing Costs

Related Party Disclosures

Accounting and Reporting by Retirement Benefit Plans
Separate Financial Statements

Investments in Associates and Joint Ventures

Earnings Per Share

Interim Financial Reporting

Impairment of Assets

Provisions, Contingent Liabilities and Contingent Assets
Intangible Assets

Accounting for Investments in Debt and Equity Securities
Financial Instruments: Disclosure and Presentation
Operating Segments

Consolidated Financial Statements

Disclosure of Interests in Other Entities

Fair Value Measurement

Determining Whether an Arrangement Contains a Lease
Interim Financial Reporting and Impairment

Accounting Guidance for derecognition of financial assets

and financial liabilities



121

32

S180UUS=9U 2560

usun Tngmsuauluan “1na (Unau)

1 a o 9 a 431 Y =K d' a dgl 1 a A a a A
ﬂQNUiHﬂhlﬂﬂiglﬂJu!,UEJ\WIL!Q\?W'Qﬂﬁgﬂﬂﬂﬂ'ﬁ]mﬂﬂl“Ll@]f’N’Uﬂ'ﬁNui'nJ‘I’ﬁE]\?‘Uﬂ?iNum‘WWZﬂi]ﬂ1§i]'lﬂfﬂiﬂf]

a wva A A o ' ' d’l = ' A Aa o v
ﬂgmmumm@;mmsﬁmmmqmiNumammzﬂiuﬂqﬂwmwmu “]f\iﬂ'lﬂ'ﬂllllllwﬁﬂig‘ﬂﬂ‘ﬂilfﬂﬁ'gfﬂﬂﬂl

o

1 o d'd a A
mmummuimmmaﬂgm
o \

ﬂ1§§]ﬂﬂ§$!ﬂﬂi1ﬂﬂ1ﬂﬂ?~l

v
57913 TUIUMIRUVDI 2559 119519M3 ladalsznn It aeandeanusiems 1uaumMs kU 2560 F7)

2559
noudalszanlvd  Jadlsznnln nawdnlszianlvuy
(WULIN)
JUMAAIGIHEMITUTINNAZ
JUUAMNGIUEM TIUANIZAINT
gnw'ﬁymiﬁ'w 690,611 100,810 791,421
gﬂw'ﬁyﬁ'u 163,629 (100,810) 62,819

@ 1A a < (= 9 a U a o a o 1
msvalsznniems il Lﬁ’t‘)\‘lﬂWﬂé}‘Uﬁ'Vi”l'il“l’iM’Jﬁ\lﬂ’ni\llﬁiﬂﬁﬁﬂﬂ‘ﬂﬁﬁﬂfﬂﬂlﬂﬂﬂijiJ‘]Ji]em/‘]JiBﬂiﬂﬂﬂ’J”l



Annue

I Report 2017

THAI CARBON BLACK PCL.

32

The Group has made a preliminary assessment of the potential initial impact on the consolidated and
separate financial statements of these new and revised TFRS and expects that there will be no material

impact on the financial statements in the period of initial application.

Reclassification of accounts

Certain accounts in the 2016 financial statements have been reclassified to conform to the presentation

in the 2017 financial statements as follows:

2016
Before After
reclassification ~ Reclassification reclassification
(in thousand Baht)
Consolidated and separate statements of
financial position
Trade accounts receivable 690,611 100,810 791,421

Other receivables 163,629 (100,810) 62,819

The reclassifications have been made because, in the opinion of management, the new classification is

more appropriate to the Group/Company’s business.
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Company Name : Thai Carbon Black Public Company Limited
Ei) : 1S IneASUAULUAA S8R (N11T)

Company Registration No. : 0107537001251
nziiguaan

Type of business : Manufacturer of carbon black
Uszinngsna : HNARANTUBULLAR

Location of Head Office : 888/122, 888/128, Mahatun Plaza Building, 12" Floor,
Ploenchit Road, Lumpini, Patumwan, Bangkok 10330
Tel. 0-2253-6745-54
Fax 0-2254-9031, 0-2253-2812
E-mail :  mukut.gupta@adityabirla.com
rajesh.k.jna@adityabirla.com
orawan.rak@adityabirla.com
Website: http://www.birlacarbon.com
http://www.adityabirla.com
Finadninewlvg ; 888/122, 888/128 81ANTNMNNUNAT 12
OULLNALAR qRNT Uud ngamny 10330
TngAn 0-2253-6745-54
N9419 0-2254-9031, 0-2253-2812
E-mail :  mukut.gupta@adityabirla.com
rajesh.k.jna@adityabirla.com
orawan.rak@adityabirla.com
Website: http://www.birlacarbon.com

http://www.adityabirla.com

Location of Factory : 44 Moo1, Ayuthaya-Angthong Highway, Tumbol Posa,
Amphur Muang, Angthong 14000
Tel. (035) 672-150-4
Fax (035) 672-148-9
finaleaanu ; 44 mﬁ 1 DUWBYFEN-8WNEY Aualnas 6uneiles Audng1ened 14000
Tnadwii (035) 611-631-5
3@ (035) 611-316, 616-235
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Thailand Securities Depository Co.,Ltd.
No.62 Ratchadapisek Road,
Klongtoey, Bangkok 10110.

Tel : 0-2229-2800

Fax : 0-2359-1259
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1 24 usen Tnemsuauluan $na (ukou)
Auditors : 1. Ms. Orawan Chunhakitpaisan Registered License no. 6105
2. Mr. Vairoj Jindamaneepitak Registered License no. 3565

3. Mr. Waiyawat Kosamarnchaiyakij Registered License no. 6333
4. Mrs. Wilai Buranakittisopon Registered License no. 3920
KPMG Phoomchai Audit Ltd.

48" Floor, Empire Tower

195 South Sathorn Road, Bangkok

Tel : 0-2677-2000

Fax : 0-2677-2222

WUy : 1. weamesssn quvialuea  freutindiueynmaii 6105
2. wglalsar] Aupnuinving faeuTydiuaunmani 3565
3. wiedadmil neanutena Haou ”mﬁ”ummmumﬁl 6333
4. Wil ysoufimdtant faeuiTnydiuaynmasi 3920
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411 48 Exlndmnanes 195 nuuamsld NN
Tnadwi 0-2677-2000
Nn9ang 0-2677-2222
Bankers . Bangkok Bank Public Co.,Ltd.
. The Siam Commercial Bank Public Co.,Ltd.
. Kasikorn Bank Public Co.,Ltd.
. Citibank N.A.
. Hongkong & Shanghai Banking Corp.Ltd.
. Standard Chartered Bank (Thai) Public Co.,Ltd
. Indian Overseas Bank
. Krung Thai Bank
. ANZ Bank (Thai) Public Co.,Ltd
0. Mizuho Bank, Ltd.
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. ANZ Bank (Thai) Public Co.,Ltd
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usen Tnoasuouluan 100 (uKigu)
THAI CARBON BLACK PCL.
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usun Thomsuauuuan na (unigu)
888/122, 888/128, 1MsUINUWaTF Ju 12
auuwauin auwd Unudu nsatnwg 10330

Ins 02 253-6745-54 Insans 0-2254-9031, 0-2253-2812

Thai Carbon Black Public Company Limited

888/122, 888/128, Mahatun Plaza, 12" Floor
Ploenchit Road, Lumpini, Pratumwan,
Bangkok 10330 Thailand

Tel: 02 253-6745-54 Fax: 0-2254-9031, 0-2253-2812

é%, BEST EMPLOYER, DEMING PRIZE & TPM AWARDS

IS0 9001, ISO/TS 16949,1S0 14001, 0HSAS 18001 & ISO/IEC 17025 CERTIFIED
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