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Message from the Chairman and Chief Executive Officer

Dear Respected Shareholders,

On behalf of Thainox Stainless Pcl., | would like to highlight the progress of our
company over the past year for all respected shareholders so as to heighten your
confidence in the company operation. Under supervision of professional management
team including all staff from every department who has been such competent force to
our organization, Thainox has grown progressively with such potency that resulted in
highly satisfying turnover and profitability in the year 2006.

Last year, Thainox accomplished a number of fundamental goals according to the
strategic plan. That is, in manufacturing aspect, the company decided to invest over
1,200 millions baht for new sendzimir cold-rolled mill to facilitate production capacity that
will be increased to 300,000 tons per year. The process is currently ongoing and
expected to be completed by the end of the year 2007.

On commercial side, the price of nickel in world market continued to increase
throughout the year and consequently effected in prices of raw material to reach the
ceiling. Nevertheless, with such proficient and competent sales teams, we were able to
achieve higher sales target and pleasant profit turnover. In addition, the company was
able to disburse dividends to shareholders for the third time after being listed in the
Stock Exchange of Thailand a short while ago.

In the past year, our plant received upgrade certifications from several international
standards such as ISO/IEC 17025:1999 for laboratory accreditation, ISO 9001:2000 for
quality management system, ISO 14001:2004 for environmental management system,
and OHSAS 18001:1999 for occupational health and safety management system.

Another vital step of the company was the establishment of NS-Thainox Auto Co., Ltd.
in collaboration with Nippon Steel & Sumikin Stainless Steel Corporation from Japan,
one of our world class allies in steel industry, in order to enter the stainless steel market
in automobile and part industry. In the end of 2006, the company has signed a
memorandum of understanding with POSCO of South Korea, one of the top three
leaders in iron and stainless steel industry of the world, to be a supplier of hot-rolled
stainless steel and distributor of Thainox’s cold-rolled stainless steel to world market in
addition to the existing solid distribution network of the company.

For the corporate social responsibility, last year Thainox provided support to “Thainox
Metallurgy Award” contest among colleges student and professionals in this field. The
company also organized the “Thainox Design Award” to encourage young designers to
showcase their works featuring stainless steel, the material for modern world, as an
essential designed element. The intention of this campaign is to promote the use of



stainless steel through various creative applications so that it will become part of their
quality of life and aesthetic to the end users.

These achievements came from such integration between key objectives and prioritizing
on advantages of organization comprising shareholders, management and employees,
clients, business associates, communities and related parties. On behalf of the
management team and all employees of Thainox, | would like to take this opportunity to
express our gratitude for excellent coordination from all stakeholders and would like to
reiterate our commitment to lead and drive Thainox for continuous growth and glory.

(Prayudh Mahagitsiri)
Chairman & Chief Executive Officer
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Report from Audit Committee

To the Shareholders of Thainox Stainless Public Company Limited

The Audit Committee of Thainox Stainless Public Company comprises four independent
Directors with:

1. Mr. Charin Suankaew Chairman of the Audit Committee
2. M.R. Priyangsri Watanakun Member of the Audit Committee
3. ACM. Nipon Sakornyen Member of the Audit Committee
4. Mr. Choon Jaruchaiyakul Member of the Audit Committee

In year 2006, the Audit Committee held 6 regular meetings with Company’s management to
review and consider financial statements for quarter as well as the procedure of internal control
system and the audit planning presented by internal auditors. All our activities were to uphold
our duty and responsibility as vested in us by the Board with focuses on internal control, good
corporate governance, and management transparency.

During the last year, financial reviewed and related reports and submitted it to the Board for
review and approval. We firmly believed that the financial reports were prepared in accordance
with the generally accepted accounting practices and that relevant information was sufficiently
revealed. The Company had operated the business under the Good Corporate Governance
conditions. Moreover, the Company has efficiency internal control system and internal auditing.
That the Audit Committee ensured in order of the Company’s financial report is reliable
correctness and qualitative.

The Audit Committee did review the Company'’s financial statements for year end December 31,
2006, after that, we do agree that the Board of Director should submit the Financial Statements
to the Shareholders Meetings for the further approval.

The Audit Committee recommends the Chairman and Chief Executive Officer to consider the
nomination and remuneration of the Auditor, and inform the shareholders for the further
approval.

Mr. Charin Suankaew
Chairman of the Audit Committee

Thainox Stainless Public Company Limited.
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Management Explanation and Analysis

The operational performances were significantly different from the same period of last year due
to the following items:

Statement of Income

The Company realized 14,937 million baht revenue from sales of Cold Rolled Stainless
Steel (146,438 tons at an average selling price of 102,001 baht per ton), higher than the
revenue in 2005 amounting to 13,422 million baht (140,465 tons at an average selling price
of 95,551 baht per ton) by 1,515 million baht or increased by 11% mainly due to higher sales
volume and higher average selling price by 4% and 7% respectively.

Gain on exchange rate was 26 million baht, increased by whole amount compared to 2005,
which had loss on exchange rate of 122 million baht, due to the Company effectively
handled the risk management by hedging for the exchange fluctuation.

Other Income was 146 million baht, increased by 98 million baht or 205% compared to 2005
due mainly to higher interest income from higher of both deposit balance and interest rate.

Cost of Sales in year 2006 was 12,417 million baht, increased by 82 million baht or 1%
compared to last year due mainly to higher sales volume.

Selling and Administrative Expenses and Director's Remuneration were 625 million baht
decreased 36 million baht or 5% compared to 2005 due to the Company could control
expenses effectively.

In 2005 the Company reversed allowance for doubtful account by 43 million baht which was
fully offset by loss from declining in value of inventories of 42 million baht from the decrease
of cold rolled stainless steel market price.

Interest Expense was 5 million baht, increased by 3 million baht or 109% compared
to 2005 due to interest charge on customers’ cheque discount to support credit facilities on
further sales.

Net Profit was 2,063 million baht, increased by 1,716 million baht or 494% compared to
2005 due mainly to

1. gross margin from higher sales volume by 1,434 million baht

2. other income increased by 98 million baht

3. selling & administrative expenses decreased by 36 million baht

4. gain on exchange rate increased by 148 million baht.

Balance Sheet

Assets

As of December 31, 2006, the Company'’s total assets was 18,771 million baht, increased by
3,026 million baht or 19% compared to 2005 mainly due to -:

Cash and Cash Equivalents was 4,798 million baht, increased by 1,839 million baht or 62%
compared to 2005 due to net income from the Company’s operating results.

Trade Accounts Receivable was 1,055 million baht, decreased by 198 million baht or 16%
compared to 2005 due to Company’'s changing policy on receivables collection, which
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requires customers to make payment by cash or letter of credit to secure delivery of
products.

Inventories was 3,622 million bath, increased by 1,413 million baht or 64% compared to
2005 due to the Company had to reserve raw materials and finished products for sales
demand in the future.

Property, Plant and Equipment was 9,036 million baht, decreased by 165 million baht or 2%
compared to 2005 mainly due to depreciation and amortization expenses in 2006.

Liabilities

As of December 31, 2006, the Company’s total liabilities was 6,415 million baht, increased by
2,611 million baht or 69% compared to 2005. The increase in total liability was mainly due from
the increase in the current liabilities and details were as follows -:

Trade Accounts and Notes Payable was 5,982 million baht, increased by 2,687 million baht
or 82% compared to 2005 due to trade accounts payable of higher raw materials purchase.

Shareholders’ equity

Shareholder’s equity was 12,356 million baht, increased by 415 million baht or 3% compared to
2005. This came from the following details -:

Increase from Net Income for the year 2006 amounting to 2,063 million baht.

Decrease from Dividend paid in 2006 totaling to 1,364 million baht, consisted of interim
dividend payment from the operating profits for the period from January 1, 2005 to
September 30, 2005 at the rate of baht 0.025 per share for 7,795,709,100 shares,
amounting to 195 million baht and interim dividend payment from the operating profits for the
period from January 1, 2006 to September 30, 2006 at the rate of baht 0.15 per share for
7,795,709,100 shares, amounting to 1,169 million baht.

Decrease from amortization of Revaluation increment in property, plant and equipment
amounting to 284 million baht.
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(TRANSLATION)

AUDIT REPORT OF CERTIFIED PUBLIC ACCOUNTANT

To the Shareholders and Directors of THAINOX STAINLESS PUBLIC COMPANY LIMITED

I have audited the balance sheets of December 31, 2006 and 2005, the statements of
income, the statements of changes in shareholders’ equity, and the cash flow statements for the years then
ended of THAINOX STAINLESS PUBLIC COMPANY LIMITED. These financial statements are the
responsibility of the company’s management as to their correctness and completeness of the presentation.

My responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those
standards require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis

for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of THAINOX STAINLESS PUBLIC COMPANY LIMITED as of December 31, 2006 and

2005, the results of its operations and cash flow for the years ended, respectively in accordance with generally

accepted accounting principles.

S.K. ACCOUNTANT SERVICES COMPANY LIMITED

(Somchai Kurujitkosol)
Authorized Auditor No. 3277

Bangkok
February 23, 2007



THAINOX STAINLESS PUBLIC COMPANY LIMITED

As of December 31, 2006 and 2005

BALANCE SHEETS

2006 2005
Baht Baht
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents 4,798,396,605.23 2,959,398,483.46

Trade Accounts Receivable - Net

Inventories - Net

Other Current Assets
Account Receivable-Revenue Department
Others

Total Current Assets

NON-CURRENT ASSETS
Long Term Investments
Investment in Associated Company
General Investments
Property, Plant and Equipment - Net
Other Assets
Doposit for Assets
Others
Total Non-Current Assets

Total Assets

Notes to financial statements are an integral part of these statements.

(Note 6)

(Note 7)

(Note 8)

(Note 9)

1,055,350,926.11

3,622,001,695.34

101,289,492.52

44,195,468.54

1,253,290,333.46

2,208,974,391.07

77,347,930.27

34,604,261.47

9,621,234,187.74 6,533,615,399.73
5,320,693.89 -
810,000.00 810,000.00

9,035,779,847.85

9,200,793,776.21

106,945,311.50 9,273,618.00
1,348,581.50 1,406,491.50
9,150,204,434.74 9,212,283,885.71
18,771,438,622.48 15,745,899,285.44




THAINOX STAINLESS PUBLIC COMPANY LIMITED
BALANCE SHEETS

As of December 31, 2006 and 2005

2006 2005
Baht Baht
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES
Trade Accounts and Notes Payable 5,980,581,726.58 3,293,208,397.91
Accounts Payable Related Company (Note 5.2) 22,219,596.03 76,851,979.15
Other Current Liabilities
Accrued Expenses (Note 10) 193,464,403.15 345,530,051.10
Accrued Expenses Related Companies (Note 5.2) 25,120,777.49 25,120,777.49
Deposit from Customers 57,490,595.89 21,004,982.03
Withholding Income Tax Payable 83,802,364.85 993,972.20
Others 7,419,350.55 2,273,713.42
Total Current Liabilities 6,370,098,814.54 3,764,983,873.30
NON - CURRENT LIABILITIES
Employees’ Retirement Indemnity (Note 11) 45,092,287.00 39,446,971.00
Total Non-Current Liabilities 45,092,287.00 39,446,971.00
Total Liabilities 6,415,191,101.54 3,804,430,844.30

Notes to financial statements are an integral part of these statements.




THAINOX STAINLESS PUBLIC COMPANY LIMITED

BALANCE SHEETS

As of December 31, 2006 and 2005

2006 2005
Baht Baht
SHAREHOLDERS’ EQUITY
Share Capital
Authorized Share Capital
8,000,000,000 Ordinary Share @ Baht 1.00 8,000,000,000.00 8,000,000,000.00
Issued and Paid-up Share Capital
8,000,000,000 Ordinary Share @ Baht 1.00 8,000,000,000.00 8,000,000,000.00

Premiun on Share Capital - Net
Revaluation Increment in Property, Plant and Equipment - Net
Treasury Stock
Retained Earnings
Appropriated
Legal Reserve
Treasury Stock Reserve
Unappropriated
Total Shareholders’ Equity

Total Liabilities and Shareholders' Equity

Notes to financial statements are an integral part of these statements.

(Note 9)

(Note 12)

(Note 14)

(Note 12)

332,131,263.64
2,648,913,019.63

(249,557,679.37)

523,000,000.00

332,131,263.64
2,932,857,236.03

(249,557,679.37)

418,000,000.00

249,557,679.37 249,557,679.37
852,203,237.67 258,479,941.47
12,356,247,520.94 11,941,468,441.14
18,771,438,622.48 15,745,899,285.44




THAINOX STAINLESS PUBLIC COMPANY LIMITED

STATEMENTS OF INCOME

For the Years Ending on December 31, 2006 and 2005

2006

2005

REVENUES
Sales
Other Income
Interest Income
Gain on Exchange Rate
Others
Participating Profit in Associated Company
Total Revenues
EXPENSES
Cost of Sales
Selling and Administrative Expenses
Reversal of Allowance for Doubtful Accounts
Loss on Declining in Value of Inventories (Reversal)
Loss on Impairment of General Investments
Loss on Exchange Rate
Director's Remuneration
Total Expenses
Profit Before Interest Expense
Interest Expense

Net Profit

BASIC EARNINGS PER SHARE (Unit : Baht)

ORDINARY SHARES (Unit : Share)

Baht

14,936,818,511.30

133,637,799.59

Baht

13,421,533,772.90

41,471,469.31

26,472,499.02 -
11,976,932.50 6,221,292.85

(Note 8) 420,693.89 -
15,109,326,436.30 13,469,226,535.06

12,417,076,129.23
622,200,541.90
(470,000.00)

(7,801,469.87)

(Note 5.1,20) 10,457,272.88

12,335,225,290.40
650,872,662.47
(43,374,060.98)
42,416,950.89
3,400,000.00
121,584,690.55

9,607,238.11

13,041,462,474.14

13,119,732,771.44

2,067,863,962.16 349,493,763.62
4,891,573.46 2,344,823.72

2,062,972,388.70 347,148,939.90

(Note15) 0.26 0.04

(Notel5) 7,795,709,100

Notes to financial statements are an integral part of these statements.

7,993,662,338



THAINOX STAINLESS PUBLIC COMPANY LIMITED

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

For the Years Ending on December 31, 2006 and 2005

Issued and Premiums on Revaluation Increment Treasury Stock Retained Earnings
Paid-Up Share Capital - net in Property, Plant and Appropriated Unappropriated Total
Share Capital Equipment - Net Legal Reserve Treasury Stock
Reserve
Baht Baht Baht Baht Baht Baht Baht

Balance as at January 1, 2006 8,000,000,000.00 332,131,263.64 2,932,857,236.03 (249,557,679.37) 418,000,000.00 249,557,679.37 258,479,941.47 11,941,468,441.14
Dividend (Note 13) - - - - - - (1,364,249,092.50) (1,364,249,092.50)
Net Profit - - - - - - 2,062,972,388.70 2,062,972,388.70
Depreciation - - (283,944,216.40) - - - - (283,944,216.40)
Legal Reserve (Note 14) - - - - 105,000,000.00 - (105,000,000.00) -
Balance as at December 31, 2006 8,000,000,000.00 332,131,263.64 2,648,913,019.63 (249,557,679.37) 523,000,000.00 249,557,679.37 852,203,237.67 12,356,247,520.94
Balance as at January 1, 2005 before Adjustments 8,000,000,000.00 332,131,263.64 3,280,780,109.46 - 400,000,000.00 - 978,888,680.94 12,991,800,054.04
Over Stated from Capital Surplus Arisen from

Assets Revaluation (Note 2) - - (62,553,783.73) - - - - (62,553,783.73)
Balance as at January 1, 2005 after Adjustments 8,000,000,000.00 332,131,263.64 3,218,226,325.73 - 400,000,000.00 - 978,888,680.94 12,929,246,270.31
Dividend (Note 13) - - - - - - (800,000,000.00) (800,000,000.00)
Treasury Stock (Note 12) - - - (249,557,679.37) - - - (249,557,679.37)
Reserve of Treasury Stock (Note 12) - - - - 249,557,679.37 (249,557,679.37) -
Net Profit - - - - - - 347,148,939.90 347,148,939.90
Depreciation - - (285,369,089.70) - - - - (285,369,089.70)
Legal Reserve (Note 14) - - - - 18,000,000.00 - (18,000,000.00) -
Balance as at December 31, 2005 8,000,000,000.00 332,131,263.64 2,932,857,236.03 (249,557,679.37) 418,000,000.00 249,557,679.37 258,479,941.47 11,941,468,441.14

Notes to financial statements are an integral part of these statements.




THAINOX STAINLESS PUBLIC COMPANY LIMITED
CASH FLOW STATEMENTS

For the Years Ending on December 31, 2006 and 2005

2006 2005
Baht Baht
CASH FLOW FROM OPERATING ACTIVITIES
Net profit 2,062,972,388.70 347,148,939.90

Adjustment to Net Profit (Loss) for Cash Received (Paid) from Operations

Depreciation
Allowance from Declining in Value of Inventories

Unrealized (Gain) Loss on Exchange Rate

Unrealized (Gain) Loss on Impairment of General Investments

Refund Doubtful Accounts

Reversal of Allowance for Doubtful Accounts
Loss on Damage Spareparts

Provision for Employee Retirement Indemnity
Gain from Disposal of Fixed Assets

Participating Profit in Associated Company

530,341,073.05
(7,801,469.87)
(59,075,638.25)

(470,000.00)
7,231,810.55
5,645,316.00

(656,995.00)

(420,693.89)

532,352,707.41
42,416,950.89
4,129,703.81
3,400,000.00
(800,000.00)
(42,574,060.98)
2,203,791.00

888,278,032.03

Profit(Loss) from Operating Activities before Changes in Operating 2,537,765,791.29
Assets and Liabilities
(Increase) Decrease in Trade Accounts Receivable 185,438,135.89 534,710,444.33

(Increase) Decrease in Inventories (1,405,225,834.40) (132,415,994.68)

(Increase) Decrease in Other Current Assets

(Increase) Decrease in Other Assets

Increase (Decrease) in Trade Accounts and Notes Payable
Increase (Decrease) in Accounts Payable Related Company

Increase (Decrease) in Other Current Liabilities

Cash Provided (Used) from Operating Activities-Net

CASH FLOW FROM INVESTING ACTIVITIES

Cash Paid for Investment in Associated Company
Cash Paid for Purchase of Fixed Assets
Cash Received from Sales of Fixed Assets

(Increase) Decrease in Other Non-Current Assets

Cash Provided (Used) from Investing Activities-Net

(33,532,769.32)

(97,613,783.50)
2,759,229,083.39

(54,441,228.13)

(97,943,028.94)

(1,048,195.42)
(280,429,434.26)
(117,560,874.51)

(34,506,077.18)

3,793,676,366.28

857,027,900.31

(4,900,000.00)
(656,503,176.64)

657,000.00

(26,002,608.21)

(8,342,676.00)

(660,746,176.64)

(34,345,284.21)




Notes to financial statements are an integral part of these statements.
THAINOX STAINLESS PUBLIC COMPANY LIMITED
CASH FLOW STATEMENTS

For the Years Ending on December 31, 2006 and 2005

2006

2005

CASH FLOWS FROM FINANCING ACTIVITIES:
Cash Paid for Treasury Stock
Cash Paid for Dividend

Cash Provided (Used) from Financing Activities - Net

Cash on Hand and Cash Equivalents Increase (Decrease)-Net
Cash on Hand and Cash Equivalents at Beginning of the Period

Cash on Hand and Cash Equivalents at Ending of the Period

Additional Disclosure of Cash Flow:
1. Cash paid during the period for
Interest Expenses

Corporate Income Tax

2. Cash and Cash Equivalents Consist of:
2.1 Cash on Hand
2.2 Bank Deposit - Saving Acoount
2.3 Bank Deposit - Current Acoount

2.4 Promissory Notes - Due within 60 days

Baht

Baht

(249,557,679.37)

(1,293,932,067.87) (799,368,377.64)
(1,293,932,067.87) (1,048,926,057.01)
1,838,998,121.77 (226,243,440.91)
2,959,398,483.46 3,185,641,924.37
4,798,396,605.23 2,959,398,483.46
4,891,573.46 2,344,823.72

179,920.61 186,161.76

2,222,786,611.66
54,000.70

2,575,376,072.26

2,159,160,530.99
51,790.71

800,000,000.00

4,798,396,605.23

2,959,398,483.46




Notes to financial statements are an integral part of these statements.



1.

THAINOX STAINLESS PUBLIC COMPANY LIMITED
Notes to Financial Statements

December 31, 2006 and 2005

Basis of Financial Statements

1.1

1.2

1.3

The financial statements of Thainox Stainless Public Company Limited (“the Company™) have
been prepared in accordance with generally accepted accounting principles under the Accounting
Act, B.E. 2543 (2000) being those Thai Accounting Standards under the Accounting Profession
Act B.E. 2547 (2004), and presents its financial statements in compliance with the notification of
the Department of Commercial Registration “Define the abbreviation component required in the
financial statements, B.E. 2544 (2001)” , and the financial reporting requirements of the
Securities and Exchange Commission.
In order to prepare the financial statement to comply with generally accepted accounting
standards, the Company’s management had to make some estimates and suppositions which may
have an effect on the amount shown for revenue, expenses, assets and liabilities and also on the
disclosures concerning assets and contingent liabilities, therefore the actual result may differ from
the estimated amount.
The Accounts Reclassification.

For the purpose of comparability and according to the account reclassification in current
period, the Company has reclassified accounts in the financial statement as of December 31, 2005
and there was no effect to the balance of net profit or shareholders’ equity represented in the

financial statement. The items were as follows:

Account Baht
Other Accounts Receivable Increase 11,222,245.83
Trade Accounts Receivable Decrease 11,222,245.83
Allowance for Doubtful Debt - Other Accounts Receivable Increase 11,042,196.12
Allowance for Doubtful Debt - Trade Accounts Receivable Decrease 11,042,196.12
Accrued Expenses Increase 997,600.52
Trade Accounts Payable Related Company Increase 76,851,972.15
Trade Accounts and Notes Payable Decrease 77,849,572.67
Accrued Expenses Related Companies Increase 4,965,766.00

Accrued Expenses Decrease 4,965,766.00
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Transactions of Error Corrections

For the second quarter ended on June 30, 2004, the Company engaged a consulting company
as independent appraiser to reappraise building and improvements, machinery and equipment, which
had a net book value as of June 30, 2004 of Baht 7,802.84 million. The amount was excluded from
direct costs related to the procurement of building and machinery in order that the building and
machinery are ready for appropriate operation at the book value as of June 30, 2004 of Baht 59.22
million and Baht 36.27 million respectively, which caused the Company to record high amount of
revaluation increment under property, plant and equipment amounting to the revaluation increment.
So, the Company recorded retro adjustments by decreasing the revaluation increment under property,
plant and equipment amounting to Baht 65.49 million and accumulated depreciation amounting to
Baht 2.94 million and also decreased the revaluation increment in property, plant and equipment

amounting to Baht 62.55 million as a component under “Shareholders’ Equity”

General Information
The Company is a company registered in Thailand and listed on the Stock Exchange of
Thailand. The principal activities of the Company are manufacturing and sales of stainless steel for
use in the manufacture of sinks, kitchen appliances, washing machines and a variety of other
consumer and industrial products.
Presently, the Company has offices located at the following addresses:
a) Head Office : 31" floor Unit 3101-3, CRC Tower, All Seasons Place, 87/2 Wireless
Road, Lumpini, Pathumwan, Bangkok 10330, Thailand
b) Factory : 324 Moo 8, Highway 3191 Road, Tambol Mabkha, Nikom Pattana, Rayong
21180, Thailand
The Company has Lakewood Land Company Limited as the largest shareholder. It was
incorporated as a limited company under Thai laws as on January 13, 1989, The registered was
0115532000157. Its registered address is No. 99, Bangna-Trad Road, Bangpri Samutprakran.
As at December 31, 2006 and 2005 the Company has employees and Employee Expenses

as follows:

[\
(=]
N
[\
]
]

Average Employees (number) 473 482

Employee Expenses (million Baht) 319 303
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4. Summary of Significant Accounting Policy

4.1 Revenue

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

Revenue from the sale of goods is recognized in the statement of income when the significant
risks and rewards of ownership have been transferred to the buyer. No revenue is recognized
if there are significant uncertainties regarding recovery of the consideration due, associated
costs, the probable return of goods or the continuing management involvement in the traded
goods.

Revenue from interest receivable is recognized in accordance with the period of time and

computed from the accrued principle balance.

4.2 Expenses

Expenses are recognized on an accrual basis.

4.3 Cash and cash equivalent

Cash and cash equivalent items include cash at banks in saving accounts, current

accounts and fixed accounts not over than 3 months and free from any guarantees.

4.4 Trade accounts receivable, other accounts receivable and allowance for doubtful accounts

Accounts receivable and other accounts receivable are stated at the net realizable value.

Allowance for doubtful accounts is provided for the estimated collection losses that may incur in

collection of receivable. The allowance is based on collection experience and current status of

receivable outstanding at the balance sheet date.

4.5 The Company values its inventories as follows:

Finished goods, work- - at the lower of cost (specific identification method) and net realizable
in-process and raw materials value
Supplies - at the lower of cost (first-in, first-out method) and net realizable value

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

the estimated costs necessary to make the sale.

4.6 Investments

Investments in shares which the Company held as investment in non-marketable equity
security is general investment and stated at cost. An allowance for impairment loss will be
made when the fair value is lower than the book value, and the loss, if any, is included in
determining earnings.

- Investment in associated company was recorded by using equity method.



12

4.7 Property Building and Equipment are recorded at cost on the transaction date less accumulated

depreciation and impairment losses. Depreciation is calculated on a straight line basis over the

approximate useful life of the asset as follows:

Land improvements 20 Years
Buildings and improvements 20 Years
Machinery and equipment 20, 25 Years
Furniture, fixtures and office equipment 5,10 Years
Vehicles 5 Years

The Company records expenses spare parts for machinery are recoded when installed. Spare
parts held for standby use are depreciated over their useful lives.

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

Subsequent expenditure

Subsequent expenditure relating to an item of property, plant and equipment is added to the
carrying amount of the asset when it is probable that the future economic benefits in excess of
the originally assessed standard of performance of the existing asset will flow to the
Company. All other subsequent expenditure is recognized as an expense in the period in
which it is incurred.

Buildings and improvements, machinery and equipment existing as at June 30, 2004

were revalued at the appraised value as of that date. The property, plant and equipment acquired

subsequent to the appraisal date are recorded at cost.

Revalued Assets

Revaluations are performed by independent professional appraiser with sufficient regularity
to ensure that the carrying amount of these assets does not differ materially from that which
would be determined using fair values at the balance sheet date.

Any increase in value, on revaluation, is credited to the revaluation reserve unless it offsets a
previous decrease in value recognized in the statement of income. A decrease in value is
recognized in the statement of income to the extent it exceeds an increase previously
recognized in the revaluation reserve. The revaluation surplus is utilized by reference to the
difference between depreciation based on the revalued carrying amount of the asset and
depreciation based on the asset’s original cost and credited to the statement of income. Upon
disposal, any remaining related revaluation surplus is transferred from the revaluation reserve
to the statement of income and is taken into account in calculating the gain or loss on

disposal.



4.8

4.9

13

Impairment

The carrying amounts of the Company’s assets, other than inventories and trade accounts
receivable are reviewed at each balance sheet date to determine whether there is any indication of
impairment. If any such indication exists, the asset’s recoverable amount is estimated. Impairment
with cost, if assets lower its recoverable amount, the Company will recognize an impairment loss

in the statement of income.

Calculation of recoverable amount

- The recoverable amount is the greater of the asset’s net selling price and value in use. 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 independent of those from other assets, the recoverable amount is determined for the
cash-generating unit to which the asset belongs.

Reversals of impairment

- 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
amortization, if no impairment loss had been recognized. All reversals of impairment losses
are recognized in the statement of income.

A provision of liabilities

The Company recognizes in the balance sheet when the Company has a present legal or
constructive obligation as a result of a past event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a reliable estimate can be made of the amount
of the obligation. If the effect is material, provisions are determined by discounting the expected
future cash flows at a pre-tax rate that reflects current market assessments of the time value of

money and, where appropriate, the risks specific to the liability.

4.10 Employees’ retirement

Employees’ retirement indemnity is accrued as described in Note 11.
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4.11 Derivative financial instruments

Derivative financial instruments are used to manage exposure to foreign exchange risks
arising from operational activities. Derivative financial instruments are not used for trading
purposes. Derivatives that do not qualify for hedge accounting are accounted for as trading
instruments.

Derivative financial instruments are recognized initially at cost. Subsequently, they are
stated at fair value. The gain or loss on remeasurement to fair value is recognized in the
statement of income.

The fair value of forward exchange contracts is their quoted market price at the balance

sheet date, being the present value of the quoted forward price.

4.12 Income tax

4.13

4.14

Corporate income tax is been calculated on net earnings for the year, after adding back

disallowable expenses in tax computation purposes and deducting tax - exempted dividend

income.

Foreign Currency Transactions

Transactions in foreign currencies are translated at the foreign exchange rates ruling at the
date of the transaction.

Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated to Thai baht at the foreign exchange rates ruling at that date. Foreign
exchange differences arising on translation are recognized in the statement of income.
Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the date of the transaction.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are translated to Thai baht at the foreign exchange rates ruling at the date that fair

value was determined.

Basic earnings per share

Basic earnings per share is calculated by dividing the net earnings for the year by the

weighted average number of ordinary shares net from treasury stock in issue during the year.

The Company do not calculate the diluted earnings (loss) per share because there are no

common share equivalents.
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5. Related Party - Transactions

The significant inter-transactions among the Company with related companies and director’s

were as follows:

5.1 Related Party-Revenues and Expenses

Purchase
JFE Shoji Trade Corporation

Nippon Steel & Sumikin Stainless Corporation

Advertising

Lakewood Country Club Co., Ltd.

Director's Remuneration

5.2 Related Party -Assets and Liabilities

Trade Accounts Payable
JFE Shoji Trade Corporation
Nippon Steel & Sumikin Stainless Corporation
Total
Accrued Expenses
Nippon Steel & Sumikin Stainless Corporation
Nisshin Steel Co., Ltd.
Nippon Metal Industry Co., Ltd.
J F E Steel Corporation
Nippon Yakin Kogyo Co., Ltd.

Total

Policy to assign

The Shareholders

December 31, 2006

The market price, which was
nearly comparable to the

selling prices to others

based on mutual agreement

Annual general meeting of

For the Year

Ended On December 31,
2006 2005
Baht Baht

162,851,308.50
3,523,403.45

10,457,272.88

As of

188,696,533.67
114,232,965.99

164,485.99

9,607,238.11

December 31, 2005

Baht

18,825,661.35

Baht

76,851,979.15

3,393,934.68 -

22,219,596.03 76,851,979.15
8,932,048.47 8,932,948.47
4,466,474.24 4,466,474.24
4,466,474.24 4,466,474.24
4,466,474.24 4,466,474.24
2,788,406.30 2,788,406.30

25,120,777.49

25,120,777.49

Accrued expenses-related companies the above was accrued royalties. Subsequent event the

Company had already paid such amount.



5.3 Type of Relationship with the Company

Name of Company Country

Lakewood Country Club Co.,Ltd.

Nippon Steel & Sumikin Stainless Corporation
Nisshin Steel Co., Ltd.

Nippon Metal Industry Co., Ltd.

J F E Steel Corporation

Nippon Yakin Kogyo Co., Ltd.

J F E Shoji Trade Corporation

6. Accounts Receivable — Net

Consist of:

Within credit term
Over credit term less than 3 months
Over credit term 3 - 6 months
Over credit term 6 - 12 months
Over credit term 12 months

Total
Less allowance for doubtful debt

Net

Thai

Japan
Japan
Japan
Japan
Japan

Japan
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As of December 31,2006 and 2005, Allowance for doubtful debt has movement as follows :

Allowance for doubtful debt - Beginning

Add reserve within period

Less refund doubtful accounts within period

Less reversal of allowance for doubtful accounts

Allowance for doubtful debt - Ending

Relationship Nature of Relationship
Related Company Direct Minority Shareholders and
and Mutual Management
Related Company Direct Minority Shareholders
Related Company Direct Minority Shareholders
Related Company Direct Minority Shareholders
Related Company Direct Minority Shareholders
Related Company Direct Minority Shareholders
Related Company Indirect Minority Shareholders
As of
December 31, 2006 December 31, 2005
Baht Baht
906,981,886.58 1,133,079,793.61
148,369,039.53 120,210,539.85
73,757,103.98 74,227,103.98
1,129,108,030.09 1,327,517,437.44
(73,757,103.98) (74,227,103.98)
1,055,350,926.11 1,253,290,333.46
As of
December 31, 2006 December 31, 2005
Baht Baht

(74,227,103.98)

470,000.00

(117,601,164.96)

800,000.00
42,574,060.98

(73,757,103.98)

(74,227,103.98)




7.

17

Inventories-Net

Consist of:
As of
December 31, 2006 December 31, 2005
Baht Baht
Finished goods 1,406,923,340.95 942,725,559.38

Work in process

1,195,267,327.11

1,135,842,409.07

Raw materials 1,011,570,660.33 132,210,398.76

Supplies 46,616,568.19 44,373,694.97

Total 3,660,377,896.58 2,255,152,062.18

ess allowance from declining in value (38,376,201.24) (46,177,671.11)

Net 3,622,001,695.34 2,208,974,391.07

As of December 31,2006 and 2005, Allowance from declining in value has movement as follows :

As of

December 31, 2006 December 31, 2005

Baht Baht

Allowance from declining in value - Beginning (46,177,671.11)

(3,760,720.22)
Add reserve within period - (42,416,950.89)

Less reversal of declining in value 7,801,469.87 -

Allowance from declining in value - Ending (38,376,201.24) (46,177,671.11)
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Paid-upCapital Percentage of Shareholdings Cost Method Equity Method
As of As of As of As of As of As of As of As of
Company Name December 31, December 31, December 31, December 31, December 31 December 31, December 31, December 31,
2006 2005 2006 2005 2006 2005 2006 2006
’000 Baht ’000 Baht Percentage  Percentage 000 Baht ’000 Baht ’000 Baht 000 Baht
Associated Company
NS-THAINOX AUTO CO.,.LTD 10,000 - 49.00 - 4,900 - 5,321 -
Total 5,321 -
General Investment
CHANTHABURICOUNTRYCLUB CO., LTD. 30,000 30,000 0.25 0.25 2,250 2,250
KHOWKIEAWCOUNTRYCLUB CO., LTD 42,686 42,686 0.01 0.01 1,960 1,960
Total 4,210 4,210
Less allowance for impairment of general investments (3,400) (3,400)
Net 810 810

At the board of directors’ meeting No. 6/2006 held on June 23, 2006, the board of

directors passed the resolutions as follows: the joint venture agreement with Nippon Steel &

Sumikin Stainless Steel Corporation and Siam Lotus Company Limited in order to set up a new

company name NS-Thainox Auto Company Limited with the business purpose to market, trade and

distribute stainless steel product cold rolled by the Company for automotive and motorcycle use in

Thailand, ASEAN and India.

The Company recorded investment in associated company by equity method and

recognized participating of profit in the associated company based upon the operating results for the

period from July 17, 2006 (incorporation date) to December 31, 2006. The financial statements of

the associated company were prepared by the management of that associated company. Its total

assets as of December 31, 2006 were 12.96 million baht (equal to 0.07 percent of total assets of the

Company) and share of profit is 0.42 million baht (equal to 0.003 percent of total revenues of the

Company for the year ended December 31, 2006).



9. Property, Plant and Equipment-Net

Consist of:

Cost
Land
Land improvements
Buildings and improvements
Machinery and equipment (incl. spare parts)
Furniture, fixtures and office equipment
Vehicles
Construction in progress
Total Cost

Accumulated Depreciation
Land improvements
Buildings and improvements
Machinery and equipment (incl. spare parts)
Furniture, fixtures and office equipment
Vehicles

Total Accum. Depre

Net

Add Capital surplus arisen from assets revaluation

Less Allowance from impairment of assets
Net Book Value
Depreciation in Income Statement
For the Years ended on December 31,
2006
2005
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Balance
As of
December 31, 2005
Baht

277,214,500.00
142,864,032.48
1,994,883,936.96
8,479,113,643.62
231,182,801.52
61,701,423.06

2,486,654.63

Increase /

Transfer in

Baht

516,646,000.00
3,127,266.00
85,387,357.74
2,071,920.50
11,161,897.00
108,318,227.79

Sale / Balance
Transfer out As of
December 31, 2006
Baht Baht

- 793,860,500.00
- 142,864,032.48
- 1,998,011,202.96
(7,231,810.55) 8,557,269,190.81
(52,975.00) 233,201,747.02
(3,818,721.24) 69,044,598.82

(70,209,492.39) 40,595,390.03

11,189,446,992.27

726,712,669.03

(81,312,999.18) 11,834,846,662.12

(45,051,586.50)
(1,031,245,186.83)
(3,634,303,324.05)

(172,890,505.94)

(38,019,848.77)

(7,161,489.78)
(100,911,064.38)
(400,649,400.67)

(12,594,470.81)

(9,024,647.41)

- (52,213,076.28)
- (1,132,156,251.21)

(4,921,510,452.09)

(530,341,073.05)

6,267,936,540.18
5,637,057,351.13
(2,704,200,115.10)

196,371,595.98

(283,944,216.40)

9,200,793,776.21

(87,572,620.42)

- (4,034,952,724.72)
52,975.00 (185,432,001.75)
3,818,716.24 (43,225,779.94)
3,871,691.24 (5,447,979,833.90)
(77,441,307.94) 6,386,866,828.22
- 5,637,057,351.13

- (2,988,144,331.50)
(77,441,307.94) 9,035,779,847.85

530,341,073.05
532,352,707.41

In July 2004, the Company engaged a consulting company (The Valuation & Consultants

Co., Ltd.), as independent appraiser, to reappraise buildings and improvements, machinery and

equipment outstanding as at June 30, 2004. According to the appraisal report dated July 1, 2004,

those assets, which had a net book value as at June 30, 2004 of Baht 7,802.8 million, had a value,

based on the cost approach method net of accumulated depreciation, totaling Baht 9,397.8 million.

The Company recorded the revaluation increment amounting to Baht 1,595 million as a component

of “Shareholders’ Equity” in the balance sheet.
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As at December 31, 2006 and 2005, the Company recorded the related revaluation increment
(net of accumulated depreciation and the portion relating to assets disposed of) amounting to
approximately Baht 2,648.91 million and Baht 2,932.86 million respectively as a component of
“Shareholders’ Equity” in the balance sheet. The revaluation increment of property, plant and

equipment is not available for dividend distribution.

Accrued Expenses
As at December 31, 2006, accrued expenses-related companies from financial institutions in
note 5.2 amount of Baht 25.12 million, it was accrued royalties. Subsequent event the Company had
already paid such amount.
As at December 31, 2005, accrued expenses included an amount of Baht 111.02 million which
was accrued royalties to be paid to a foreign company, formerly direct majority shareholders. Presently the

company had already paid such amount.

Employees’ Retirement Indemnity

The Company adopted the accounting for retirement indemnity following the International
Financial Reporting Standard (IFRS) No. 19 “Employee Benefits”. The retirement indemnity will be
paid to employees upon retirement from the Company. The retirement indemnity is calculated
annually by a qualified actuary using the projected unit credit method in order to determine the
present value of the obligation and the current service cost.

Based on the actuarial valuation report issued by the independent actuaries dated January 14,
2005, the retirement indemnity for the Company’s employees for the year ended December 31, 2006
and 2005 computed according to the IFRS No. 19 amounted to Baht 5.65 million and 5.02 million,

respectively.



21

Employees’ retirement indemnity is analyzed as follows:

Balance sheet provisions as at January 1
Present value of the obligation
Fair value of financial assets

Total
Unrecognised actuarial gain (loss)

Unrecognised past service cost

Unrecognised net transition assets (liabilities)

Liabilities recognised in balance sheet
Benefit expense for the year
Current service cost

Interest cost

Net actuarial (gain) loss recognised in the year

Past service cost

Transitional (asset) liabilities

Expense (Income) recognized in the income

statement

Movements in the net liabilities recognised in the

balance sheet

Opening net liabilities as at January 1
Expenses

Benefit paid

Closing net liabilities as at December 31
Main actuarial assumptions (%)
Discount rate

Average rate of salary increase

Inflation rate

For the Year

For the Year

Ended On Ended On
December 31, 2006 December 31, 2005
Baht Baht
28,066,218.00 27,404,569.00
28,066,218.00 27,404,569.00
9,408,420.00 9,838,611.00
37,474,638.00 37,243,180.00
4,371,554.00 3,947,491.00

1,671.465.00 1,500,679.00

(400,703.00)

(430,191.00)

5,645,316.00

5,017,979.00

39,446,971.00

37,243,180.00

5,645,316.00 5,017,979.00
- (2,814,188.00)
45,092,287.00 39,446,971.00
6.00 6.00

3.00 3.00

6.00 6.00
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Treasury Stock

The board of directors’ meeting No. 8/2548 held on September 13, 2005, resolved to let
shareholders meeting consider, and the shareholders approved per EGM No. 1/2548 to allow the
Company to rectify the Company’s article No. 10 of the articles of association in respect of the buy
back of its Shares as the Company may purchase its shares back and dispose of such shares within the
time limit prescribed in the Ministerial Regulations pursuant to the provisions of the public companies
laws and securities and stock exchange laws. In case the Company does not or could not dispose all
of the shares which have been purchased-back by the Company within the prescribed time, the
Company shall reduce its paid-up capital by canceling any such shares which remain undisposed. The
shares held by the Company shall not be counted for constituting a quorum of the shareholders’
meeting nor entitle the Company to voting rights and dividend payments. The Company may purchase
its shares back, subject to an approval from the shareholders of the Company. However, the Board of
Directors of the Company shall have the authority to approve the purchase-back of the shares of the
Company if the number of shares to be purchased back does not exceed 10 per cent of the total paid-

up capital of the Company the transaction related to Treasury stock is analyzed as follows:

As of
December 31,2006 December 31,2005
Treasury Stock (Shares) Purchased 204,290,900 204,290,900
Percent of Authorized and Paid Up Share Capital 2.55 2.55
Total Cost of Treasury Stock (Baht) 249,557,679.37 249,557,679.37
Average Price per Share (Baht) 1.2216 1.2216
Reserve for Treasury Stock (Baht) 249,557,679.37 249,557,679.37

Dividend

At the board of directors’ meeting No. 8/2006 held on November 13, 2006, it was resolved
that the Company will pay interim dividend from the performance result of January 1 ,2006 to
September 30, 2006 to shareholders by number of 7,795,709,100 shares which number of shares have
been deducted by repurchased shares which the Company repurchased by number of 204,290,900
shares, at the rate of Baht 0.15 per share, aggregating to dividend payable to shareholders of Baht

1,169,356,365. At present, the Company had paid this mentioned dividend.
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At the board of directors’ meeting No. 1/2006 held on January 24, 2006, it was resolved that
the Company will pay interim dividend from the performance result of January 1 ,2005 to September
30, 2005 to shareholders by number of 7,795,709,100 shares which number of shares have been
deducted by repurchased shares which the Company repurchased by number of 204,290,900 shares, at
the rate of Baht 0.025 per share, aggregating to dividend payable to shareholders of Baht
194,892,727.50. The dividend had been derived from the net profit of Board of Investment privileges
operation. At present, the Company had paid this mentioned dividend.

At the annual general shareholders’ meeting No. 1/2005 held on April 25, 2005, the meeting
resolved to approve for the legal reserve appropriation amounting to Baht 400 million and paid
dividends to shareholders at Baht 0.10 per share for number of shares 8,000 million amounting to
Baht 800 million. The dividend had been derived from the net profit of Industrial Investment
Promotion’s operations in the period of 2004. At present, the Company had paid this mentioned

dividend.

Legal Reserve

Under the provisions of the Limited Public Company act B.E. 2535, the Company is required
to appropriate at least 5% of its annual net profit after deduction of the deficit brought forward (if any)
as legal reserve until the reserve reaches not less than 10% of the authorized share capital. In 2006
and 2005, the Company appropriated for the legal reserve amounting to Baht 105 million and Baht 18

million respectively.

Basic Earnings Per Share
Basic earnings per share for the year ended on December 31, 2006 and 2005 are calculated by

dividing the net profit by the weighted average number of shares as follows:

For the Year
Ended On December 31,
2006 2005
Net Profit (Baht) 2,062,972,388.70 347,148,939.90
Weighted Average Number of Shares Net from
Treasury Stock (Shares) 7,795,709,100 7,993,662,338
Earnings Per Share (Baht) 0.26 0.04

Par Value (Baht) 1.00 1.00
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Promotional Privileges
By virtue of the provisions of the Industrial Investment Promotion Act B.E. 2520, the
Company was granted certain promotional privileges in the business relating to the manufacturing of
cold rolled stainless steel which included, among other, the following:
1. Exemption from payment of import duty on imported machinery and equipment.
2. Exemption from income tax for a period of eight years from the first derived income expiring on
November 11, 2005.
3. Exemption of income tax for a period of 5 years at the rate of 50% after the promotion periods
expiring on November 11, 2010.
As a promoted industry, the Company must comply with the conditions provided for in the

promotional certificate.

Employees’ Provident Fund

The Company established a contributory registered provident fund in accordance with the
Provident Fund Act, B.E. 2530. The registered provident fund plan was approved by the Ministry of
Finance in accordance with the Ministerial Regulation No. 183 (B.E. 2533) on October 11, 1993.
Under the plan, the employees are required to contribute to the fund an amount equivalent to certain
percentages of their basic salaries. The Company also makes monthly contributions to the fund at the
percentage of the employees’ basic salaries. The Company appointed a fund manager to manage the
fund in accordance with the terms and conditions prescribed in the Ministerial Regulation No. 2 (B.E.
2532) issued under the Provident Fund Act, B.E. 2530.

For the year ended December 31, 2006 and 2005, the Company contributed to the fund

amounting to Baht 10.49 million and Baht 10.04 million respectively.
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18. Details of Income Statements Categorized by Activities with Investment Promotional Benefits

and Activities without Investment Promotional Benefits

For the year ended December 31, 2006 The Company doesn’t have Investment privilege.

For the Year ended on December 31, 2005

Activities with
Investment

Promotional Benefits

Baht
REVENUES FROM OPERATION
Sales 12,238,907,440.60
Other Incomes 3,961,955.07

Activities without

Investment

Promotional Benefits

Baht

1,182,626,332.30

43,730,807.09

Total

Baht

13,421,533,772.90

47,692,762.16

TOTAL REVENUES 12,242,869,395.67

1,226,357,139.39

13,469,226,535.06

EXPENSES FROM OPERATION

Cost of Sales 11,248,318,049.39

Selling and Administrative Expenses 593,521,605.38

Reversal of Allowance for Doubtful Accounts (39,552,194.75)

Loss on Declining in Value of Inventories 38,679,419.55

Loss on Impairment of General Investments 3,100,412.07

Loss on Exchange Rate 110,871,365.30

Directors’ Remuneration 8,760,705.00

1,086,907,241.01
57,351,057.09
(3,821,866.23)
3,737,531.34
299,587.93
10,713,325.25

846,533.11

12,335,225,290.40
650,872,662.47
(43,374,060.98)
42,416,950.89
3,400,000.00
121,584,690.55

9,607,238.11

TOTAL EXPENSES 11,963,699,361.94

1,156,033,409.50

13,119,732,771.44

Profit Before Interest Expense 279,170,033.73

Interest Expenses 2,138,211.69

70,323,729.89

206,612.03

349,493,763.62

2,344,823.72

Net Profit 277,031,822.04

70,117,117.86

347,148,939.90

The company regarded that allocation of expense and interest repayment which is not able to

be classified that which type of business it is addressed in accordance with the proportion of revenue

of respective entity.

19. Segment Financial Information

The Company operates in one segment business which is business of production and

distribution of stainless steel and operates in one geographical sector , i.e. Thailand. As a result, the

total revenue which is reflected in the financial statements are related to business sector and

geographical sector in accordance with those mentioned.
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In years 2006 and 2005, the Company’s net export sales and domestic sales are as follows:

2006
TONS
Export
Asia America Other region Total Domestic Total
Net sales 18,435 1,375 41,967 61,777 84,660 146,437
Sales proportion (%) 12.59 0.94 28.66 42.19 57.81 100.00
2005
TONS
Export
Asia America Other region Total Domestic Total
Net sales 42,863 1,708 24,819 69,390 71,074 140,464
Sales proportion (%) 30.51 1.22 17.67 49.40 50.60 100.00

20. Directors’ Remuneration

Directors’ Remuneration was paid to the Company’s directors under Section 90 of Public

Company Limited Act which did not include salaries and related benefits paid to the Company’s

management directors.

21. Financial Instruments

21.1 Policy on Financial Risk Management

The Company has the policy to decrease financial risk by using financial instruments

such as to make forward contract of foreign currency, to make fixed interest rate contracts in

replacement of floating interest rate. However the Company has no policy to use financial

instruments for speculating or for trading.
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21.2 Risks on Interest Rates
Risk on interest rates is derived from fluctuation of market interest rate in the future
which affect upon operating result and cash flow. The Company had assets and liabilities which

it may have risk on interest rate as follows:

Amount Annual Interest Rate
December 31,2006 December 31,2005 December 31,2006 December 31,2005
Million Baht Million Baht Percent Percent
Bank Deposit - Saving Account (USD) 2,029.31 1,509.17 3.40-3.70 2.50
Bank Deposit - Saving Account (Baht) 193.47 649.99 0.50-2.10 0.88
Promissory Notes (Age 8 — 120 days) 2,575.38 800.00 4.80 —5.00 3.45

21.3 Risks on Exchange Rate
The Company has foreign currency risk due to the Company has bank deposits, trade
accounts receivable and trade accounts payable in foreign currencies.

21.3.1 As of December, 2006 The Company had assets in foreign currency in the amount of
USD 81.70 million, and liabilities in foreign currency in the amount of USD 164.31
million and EURO 0.26 million.

21.3.2  As of December, 2005 The Company had assets in foreign currency in the amount of
USD 52.19 million, and liabilities in foreign currency in the amount of USD 80.96

million and EURO 0.24 million.

The Company managed the above risks by making forward contract of foreign currency.
21.4 Risks on Credit Term
The Company has a low risk for credit term on goods for exporting customers because
most of the customers transfer money before goods is sent and the rest is sold by opening
Letter of Credit issued to the Company which can be cashed at the bank as soon as goods are
sent. For domestic customers, retailers paid cash only, and other customers opened Letter of
Credit in the name of company as beneficiary.
21.5 Fair Value
Due to the fact that financial assets and liabilities are mainly short term type. The

Company believes that book values do not significantly differ from their fair values.
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22. The Important Contract

221

22.2

223

As at December 31, 2006 and 2005, the Company has agreements as follows:
Supply Agreement of Hot-Rolled Stainless Steel Coils

The Company entered into an agreement with Arcelor, a company incorporated under the
laws of Luxembourg, whereby the latter agreed to supply and deliver the quantity of hot-rolled
stainless steel coils (raw materials) required by the Company and accepted by the party in
accordance with terms and conditions of the agreement at the purchase price as stipulated in the
agreement. This agreement is for a period of five (5) years commencing on March 19, 2004
and automatically extended for one or more additional three (3) years, unless either party gives
a one hundred and eighty (180) days written advance notice to the other party.
Reinstated Exclusive Agency Agreement

The Company entered into an agreement with Arcelor Stainless International,
a company incorporated under the laws of France, whereby the latter will provide exclusive
representation to promote the sales of the Company’s products all over the world, excluding
Japan and Thailand. In consideration thereof, the Company commits to pay commission at the
rates specified in the agreement based on the free on board (FOB) value of the products. The
agreement is effective on March 19, 2004 for an indefinite period of time. Either party may
terminate the agreement at any time by giving a six (6) months written advance notice to the
other party.
Reinstated Usinor Recruitment and Advisory Service Agreement

The Company entered into an agreement with Usinor, a company incorporated under the
laws of France, whereby the latter agreed to provide advisory services to the Company on
business organization, marketing, etc. and recruitment service of personnel at the level of
director and management of the plant and finance departments. Under the agreement, the
Company committed to pay service fee at the rates specified in the agreement. This agreement
is effective on March 19, 2004 and will terminate in December 2005.

As at October 14, 2005 the Company advised Usinor, a company pleasd to confirm
service in the same terms and conditions, as according to above. This agreement is effective on

January 1,2006 and will terminate on December 31, 2006.
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22.4 Technology License Fee

The Company entered into a technology license agreement dated December 18, 2004
with Usinor, (a societe anonyme registered in France and formerly the Company’s major
shareholder) to supersede the technology license agreement dated May 19, 2004 for the
permanent right to use the existing technology of the Company, previously transferred to the
Company by Usinor under a Technical Assistance Agreement entered into on July 26, 1996 and
effective for a period of 10 years as from September 16, 1997. In this connection, the Company
paid a lump sum fee of U.S. Dollars 5.9 million (US Dollars 5 million net of withholding tax)

on December 28, 2004 to Ugine & ALZ France, a related company of Usinor.

23. Forward Contract

The Company has outstanding forward contracts, due within one year as follows :

Assets in foreign currency Liabilities in foreign currency
As of December 31, As of December 31,
2006 2005 2006 2005
Hedging
Million US Dollars - - 35.00 22.25
- Cost (Million Baht) - - 1,290.12 914.27
- Fair Value (Million Baht) - - 1,261.60 914.06
Million EURO Dollars - - - 0.64
- Cost (Million Baht) - - - 31.22
- Fair Value (Million Baht) - - - 31.26

The Company has significant unhedged foreign currency assets as follows :

Assets in foreign currency Liabilities in foreign currency
As of December 31, As of December 31,
2006 2005 2006 2005
Non - Hedging
Million US Dollars 81.70 52.19 129.31 58.71

Million EURO Dollars - - 0.26 0.24
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Obligation
Apart from liabilities shown on the balance sheets as of December 31, 2006 and 2005 the

Company still have other obligations with commercial banks as follows:

Asof
December 31, 2006 December 31,2005
Credit Line Credit Used Credit Line Credit Used
- Letters of Credit (Million Baht) 2,680.00 - 2,600.00 -
- Letters of Credit (Million US Dollar) 255.00 211.02 242.00 81.90
- Letters of Guarantee (Million Baht) 226.00 1.05 226.00 1.05

As of December 31, 2006 and 2005, the Company had an obligation contract to purchase the
machines from overseas for the purpose of capacity expansion amounting to Baht 673.70 million and
40.14 million respectively.

As of December 31, 2006, the Company had a commitment of credit agreement from a
foreign commercial bank for machine payment, the amount of Euro 12.94 million with fixed interest
rate at 4.12 % per annum. The Company has no mortgage involved and permission is needed if the
Company wants to take a new credit from another bank.

As of December 31, 2006, the Company had obligation according to the contract to purchase

the spare part for payment amounting to Euro 0.37 million.

Non-Cash Flow Items

For the yeas ended on December 31, 2006, the Company issued a credit note to a supplier on
the claim of damaged raw materials amounting to 11.82 million baht from its improvement in
providing on-time delivery and quality raw materials. This amount had been fully set up as an

allowance in the past.

Others

26.1 At the board of directors’ meeting No.2/2006 held on February 1, 2006, the board of directors
passed the resolutions as follows: It was approved that the Company purchases the piece of
land in the area of Narathivas Road in number of 5 Rai, 3 Ngan, and 44 square-wa in the
price of Baht 516.7 million so as to construct the head office building from persons who do
not have relationship, nor related with the main shareholders or the Company’s management.

Presently, the Company has completely paid for land purchase.
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At the board of directors’ meeting No.3/2006 held on February 16, 2006, the board of
directors passed the resolutions as follows: In addition to increase productivity of Cold Rolling
Steel about 100,000 tons per year(from 200,000 tons per year to 300,000 tons per year), and
investment cost at the approximate amount of Baht 1,200 million by obtaining main machine
and other domestic contracts such as Structure and Other Utilities which are necessary for
installation of COLD ROLLING MILL, SENDZIMIR TYPE .

At the board of directors’ meeting No.8/2006 held on November 13, 2006, the board of
directors passed the construction of Head office building, it is expected that the cost of the
construction will be 2,807 million baht, if including the cost of land 516.7 million, it will be
3,323.7 million baht. According to the resolution of the board of directors’ meeting No.2/2549

held on February 1, 2006.

27. Subsequent Event

27.1

At the board of directors’ meeting No.1/2550 held on January 24, 2007, the board of directors
passed the Company has entered into the supply and distribution agreement with Posco, a
company incorporated under the laws of South Korea, as important condition as follow :

27.1.1  Hot—rolls coils

- The Company agrees to purchase up to 80% of its total annual purchase volume
of hot bands as excluding 409 L products and 200 series.

- The price of hot bands will be based on the favourable price compared with the
international market prices. If the price could not be agreed between the parties,
the Company has a right to purchase the hot bands for other sources.

- The agreement shall have an initial term of three years, and shall be
automatically renewed for successive three year terms unless otherwise
terminated by either party.

27.1.2  Cold —rolls coils

- Posco will act as the distribution agent for the Company’s cold-rolled products,
the volume of which shall be determined on the basis of 40% of the total volume
of the hot bands purchased from Posco by the Company.

- The distribution agreement which will cover customers in any markets outside of
Thailand shall have an initial term of three years and shall be automatically

renewed for successive three year terms unless otherwise terminated by either

party.
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- The export price of the cold-rolled products — the Company will every month
notify the minimum export price by grade, thickness and country.
27.2 At the board of directors’ meeting No. 2/2007 held on February 14, 2007, the board of director
passed the resolution to approve as follow :

27.2.1 To cancel the project of head-office building construction on Narathivas road which
was earlier approved by the resolution of the board of directors’ meeting No. 8/2006
which was held on November 13, 2006. To find the purchaser of the land on
Narathivas road. It was because the Company had the land proposal on new
location. After due consideration, it was agreed that the new land has a better
location with better access to public transportation.

27.2.2 To change the location of the project of head-office building construction of the
Company and to purchase the new land 11 plang on Rama 4 road for 1,930 square

wa at the price of 330,000 baht/square wa in the amounting to baht 636.90 million.

28. Approval of the Financial Statements

These financial statements have been approved by the directors on February 23, 2007
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