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Executive Summary

Quarter

4/2016 | 4/2015 | 3/2016

Sale! Million Baht 51,735 49,024 45,673 6% 13% 185,041 214,172 (14%)
Net Sales Million Baht 48,006 45,470 41,622 6% 15% 168,349 199,595 (16%)
Market GIM Million Baht 7,762 8,804 7,079  (12%) 10% 31,033 32,156 (3%)

usDObbl 12.61 14.67 12.50 (14%) 1% 13.04 13.99 (7%)
Accounting GIM  Million Baht 8,039 5,946 6,437 35% 25% 30,457 28,741 6%

USDO/bbl 13.06 9.90 11.37 32% 15% 12.80 12.50 2%
EBITDA Million Baht 4,473 2,066 3,098 117% 44% 17,430 17,033 2%
Net Profit Million Baht 1,694 447 1,307 279% 30% 9,721 9,402 3%

Note: Y Sales includes (1) Petroleum Sales(2) Petrochemical Sales(3) Power and Utilities Sales

(4) Sales oftank farm and port service, etc

1 Net Sales includes (1) Petroleum Sales(excluding excise tax) (2) Petrochemical Sales(3) Power and Utilities Sales

In 2016, the Company had net

Net Sales sales of Baht 168,349 million,

2016 2015 falling by 16% as the product
-16% Unit: MB . . X

o ' 1% prices declined following the

crude oil price. The refinery
utilization rate was at 183 KBD
or 85% due to the RDCC(major

= Petroleum

= Petrochemical

= Others unit of UHV project) which

started its commercial run in the
second half of 2016 (2H/2016).
RDCC could not be fuly

168,349’ 199,595 ’

operated as design since itis under improvement process though 2016 utilization rate was unchanged

when compared with 2015.
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While average product spreads reduced compared to last year spreads. Refinery product spreads
dropped because of supply gluts and petrochemical product spread dropped due to the declining
demand according to the economic stagnation. However, thanks to better organization efficiency, the
“EVEREST project, market GIM was Baht 31,033 million or 13.04 USD per barrel which slightly
decreased by 3%.

The Company began to record the depreciation and financial cost of the UHV Project since its

commencement in July 2016.

In 2016, the major non -recurring items were the tax benefit from corporate income tax of Baht
1,449 million which was contributed from the deferred tax asset of tax loss carry forwards and 2
subsidiaries liquidation while there were the receipts of insurance compensation and the reversal of

doubtful account from TPI Aromatics Public Company Limited totaling Baht 4,128 million in 2015.

As a result, performance in 2016 appeared to be the same as in 2015. The EBITDA was Baht

17,430 million, increasing by 2% and net profit was Baht 9,721 million, increasing by 3%.
Key incidents in 2016

¢ The entire business of Thai ABS Co,Ltd., of which the Company held 99.99% of the shares,
was transferred to the Company for corporate reorganization on August 1, 2016 and Thai ABS Co,Ltd

was dissolved on the same day.

¢ Rayong Tank Terminal Ca, Ltd. and IRPC Energy Co, Ltd., the subsidiaries which the
Company held 99.99% , completed the registration for the liquidation on February 19 and September
30, 2016 respectively. The Company reversed the allowance for the impairment and write - off of this

investment, then recorded the deferred tax asset from the liquidation .

Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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Operating Performance  and Financial Position
1. Operating Performance by Business Units

1.1. Petroleum business unit

1.1.1 Petroleum Market Overview

Crude oil prices in 2016 rallied from USD 22-55 per barrel. Its yearly average price was USD
41.27 per barrel, decreasing from USD 50.91 per barrel in 2015. The crude supply glut of around 2
million barrels per day pressed down the price due to unchanged production of OPEC and Russia supply
and pressure of excess supply from Iran. The glut of 1 million barrel per day came from OPEC members

who increased their production. As the demand grew for 1.3 million barrels per day, the market

Dubai Price equilibrium did not achieve. However, on

70 Unit : usb/BBL November 30, 2016, the OPEC members
60 and the Non- OPEC membersdecided to
reduce their production of around 1.2 and

>0 0.6 million barrels per day based on their
40 production in October 2016, respectively.
The agreement was effective since January

30 2017 for 6 months. As a consequence, the
20 crude oil supply decreases by 1.8 million

A°

A A5 AS A A A6 . .
@ T W o e barrels supported its price.

\) \J \)
3@“* W 3\&“'& P-“QA WV

In 4Q16, Dubai prices hit the highest of
USD 54.2 per barrel in mid of December after the OPECs and the Non- OPECs conclusion on their

productions reduction, trend of US's low inventory level and lower demand after winter seasons.

- Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1.1.2 Crude Intake and Capacity

Quarter % Change

4/2016 | 4/2015 | 3/2016

Million barrels 17.30 16.66 16.17 4% 7% 67.03 66.62 1%

Crude Intake

KBD 188 181 176 4% 7% 183 183 0%

Utilization Rate

Refinery 87% 84% 82% 3% 5% 85% 85% 0%
RDCC 86% 0% 65% 86% 21% 43% 0% 43%
Lube Base Oil 93% 107% 87% (14%) 6% 93% 103% (10%)

2016 Petroleum Utilization
Y2016, Crude intake was Total production in 2016 was 67.03 million barrels or 183 KBD, 85% of
flat, compared to last utilization rate, which was at the same level as last year utilization rate.
year at 183 KBD RDCC utilization rate was 436 as it started up in July 2016. (The RDCC
plant or UHV project consists of 2 major units; the RDCC unit and HYVAHL

/n 2016, RDCC utilization

) unit which started the commercial runs in mid of Jul. 2016 and early of
rate was 43% as it

. I o
started up on 16 Jul 16 Aug. 2016, respectively, at the average utilization rate of 75%). The
Desulfurization unit (HYVAHL, was in the process to integrate with RDCC

plant.

The production of Lube Base Oil plant was 6.8 million barrels, 93% of utilization rate, decreasing 10%
when compared to 2015 of 7.5 million barrels, 103% of utilization rate as the declined of demand from

delay of road construction.

4Q16 Petroleum Utilization

Total production in 4Q16 was 17.30 million barrels or 188 KBD, 87% of utilization rate, up 3% when
compared to 84% of utilization rate in 4Q15, due to maintenance shutdown in ADU1 for 12 days.
Comparing to previous quarter, it increased 5% due to the increased demand for feedstock after

HYVAHLunit started their operations.

The utilization rate of RDCC plant was 86%, increasing 21% QoQ because the HYVAHL unit started its

operation since August 2016 and it was in the processto integrate with RDCC plant.

The utilization rate of lube base oil plant in 4Q16 was 93%, compared to 107% in 4Q15, decreasing
14% from lower domestic demand of Asphalt. While compared to last quarter, increasing 6% QoQ as

the falling demand after the delay of road co nstruction during rainy season in 3Q16.

) Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1.1.3 Petroleum Sales

Sales Volume (Million barrel )

Sales Value (Million Baht )

Refinery 13.85 13.68 12.87 51.98 54.00 29,792 27,579 24,221 98,348 122,279
Lube Base Oil 1.76 1.86 1.63 7.22 8.09 3,717 4,492 3,368 14,804 21,016
Total 15.61 15.54 14.50 59.19 62.09 33,509 32,071 27,589 113,152 143,295

Y.2016, net sales declined In 2016, net sales of petroleum businesses were Baht 113,152 million,

by 21%, owing to a 16% declining by Baht 30,143 million, or 21% from last year mainly owing to
decrease in the average a 16% decrease in the average product prices in line with a drop of
proauct prices following the crude oil price and a 5% decrease in sales volume from62.09 million
crude oil price and a 5% barrelsin 2015 to 59.19 million barrels in 2016. The declined sales

decrease in sales volume volume was mainly from Fuel Oil, Diesel and Lube Bas Oil.

The percentage of In 4Q16, net sales of petroleum businesses were Baht 33,509 million,
domesiic sales  dropped increasing by Baht 1,438 million, or 4% from 4Q15. The main reasons
by 5% mainly due to the

were a 3.5% increase in average product prices following the crude oil

fuel oil that had to revert . . . - .
price and a 0.5% increase in sales volume from 15.54 million barrels in

for using as the feedstock

4Q15 to 15.61 million barrels in 4Q16. The increased sales volume was
for RDCC

mainly from Naphtha and Kerosene.

Compared with 3Q16, net sales was up by 21% QoQ, mainly from an increase of 13% in average
product prices according to market situation as well as an increase of 8% in sales volume from 14.50
million barrels in 3Q16 to 15.61 million barrels in 4Q16. The increased sales volume was mainly from

Diesel and Lube Base Oil

1.1.4 Petroleum Sales Breakdown

Refinery 55% 45% 61% 39% 55% 45% 59% 41% 65% 35%

Lube Base Oil 43% 57% 43% 57% 50% 50% 48% 52% 39% 61%

46 % 59% 41% 54 %% 46 % 57 % 43 % 62 % 38%

Total ‘ 54 %0

When 2016 compared with 2015, the percentage of domestic sales dropped by 5% from 62%
to 57% due to Fuel Oil and Naphtha that had to revert for using as the feedstock for HYVAHL unit in
RDCC plant The export products mostly shipped to Singapore, Malaysia and Cambodia

Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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The percentage of petroleum product sales in 4Q16 was 54% domestic and 46% export. The
domestic sales dropped 5% from 4Q15 especially fuel oil which export more and some of it was being

used as the feedstock for RDCC plant However, domestic sales increased from Naphtha and Asphalt

1.1.5 The spread between Petroleum products and raw material

Quarter % Change

(average price )

Dubai Crude Oil (USDO/bbl) 48.32 40.71 43.17 19% 12% 41.27 50.91 (19%)

Petroleum (USD/bbl)

Naphtha — Dubai 0.2 7.1 (L9) | (97%) | 111% 1.3 17| (24%)
ULG95- Dubai 14.6 18.7 116 | (22%) 26% 14.9 183 | (19%)
Gas Oil Q05%S - Dubai 12.0 13.8 11.0 | (13%) 9% 10.8 137 | (21%)
FO 180 3.5%S - Dubai (1.7) (6.5) (4.3) 74% 60% (5.0) (5.0) 0%

Lube Base QOil (USD/MT)

500SN- FO 180 35%S 367 471 443 | (22%) | (17%) 417 438 | (5%)
150BS- FO 180 35%S 602 815 725 | (26%) | (17%) 737 77 | (5%)
(80) 96 (61) | (183%) | (31%) (50) 55 | (191%)

Asphalt - FO 180 3.5%S

The spread between Petroleum products and Dubai

1 Naphtha Spread -Lower : Naphtha - Dubai spread in 2016 was USD 13 per barrel, decreasing
by 24% when compared to that in 2015. In addition, the high level of supply, the increasing
production from India and Middle East and the greater export from Europe to Asia made the

spread narrower.

Naphtha - Dubai spread in 4Q16 was USD Q2 per barrel, increasing by 111% when compared
to that in 3Q16. The demand increased whenthe Crackers resumed their operations after their
maintenance shutdown. Besides, the producers used Naphtha as a feedstock instead of using

LPG due to higher LPG price inwinter. Plus, the demand from China increased

1 ULG95 Spread -Lower : ULG95- Dubai spread in 2016 was USD 149 per barrel, lower by
19% when compared with that in 2015 . The supply glut in Asia, the increasing production from
Iran and more export from China were the main causes. However, the gasoline price at this

low level encouraged demand from driving, and this supported its prices.

7 Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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ULG95- Dubai spread in 4Q16 was USD 146 per barrel, moved up by 26% when compared to
previous quarter which driven by higher demand from South East Asia However, the increasing
supply from the regional refineries after the maintenance shutdown and the high level of

gasoline inventories in Asia pushed the price down.

1 Gas OIl Spread =Lower : In 2016, gasoil 0.05% S - Dubai spread was USD 108 per barrel,
down by 21% when compared to that in 2015. The supply glut from Middle East and China

and the high level of gasoil inventories continued to press down the prices.

In this quarter, gasoil 0.05% S - Dubai spread was USD 12 per barrel, up by 9% from last
period. The increase was derived from the rising demand in winter as well as the decreasing

supply from Middle East during 2 month maintenance shutdown of Saudi Arabian refineries.

1 Fuel Oil Spread 1 Flat: In 2016, fuel oil (FO 180 3.5%S) - Dubai spread was USD-5.0 per

barrel, in line with last year fuel oil spread .

In 4Q16, fuel oil (FO 180 3.5% S) - Dubai spread was USD-1.7 per barrel, jumped by 60%
when compared to that in 3Q16, driven by low supply from Europe and Persian Gulf Moreover,
the export from Russia continued to shrink caused the dropped of inventories in Singapore as

well as the increasing demand in Asia at the end of this quarter pushed the prices up.
The spread between Lube Base Oil products and FO 180 3 .5%S

I 500SN Spread -Lower : Lube base 500SN- fuel oil spread in 2016 was USD 417 per ton,
decreasing by 5% from 2015 due to the price competition in Asia from Europe supply to reduce

inventories.

Lube base 500SN- fuel oil spread in 4Q16 was USD 367 per ton, decreasing 1% when
compared to that in 3Q16 due to price competition toward the low price products from Europe
to Asia made the Asian producers compete in the market with price. Nonetheless, the increased

demand from China supported price.

1 Asphalt Spread -Lower : Asphalt - fuel oil spread in 2016 fell to USD -50 per ton, down by
191% when compared to USD 55 per ton in 2015. The demand shrank as a result of economic

stagnation in Asia, especially China whichcut the budget for the new road constructions .

Asphalt - fuel oil spread in 4Q16 fell to USD -80 per ton, down by 31 % when compared to that

in 3Q16. Its demand stayed low because of a slowdown in the road construction.

n Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1.1.6 Gross Refinery Margin
2434 2621 1,139 6,340 8,989 Refinery 3.95 437, 2.01 266  3.91 Refinery
907| 1,632 1,184 5276 5257 Lube Base Oil 1.47 2.72 2.09 222 229 Lube BaseOil
3,341 4,253 2,323 11,616 14,246 Market GRM 542 7.09 410 4.88  6.20 Market GRM
Unit: MB Unit: $/bbl
10,395 11,887 Accounting GRM 526 118 517 Accounting GRM
4.37
Net Stock 2.88 Het Stock
3043 1910 Gain/(Loss) 5w 7.09 e Gain/{Loss)
‘ y 1631 = Market GRM Y - ® Market GRM
4,253 016 (1.22) . 1.03]
(o8) (2343  (692) (1,221) (2359) (391)
4Q16  4Q15  3Q16 2016 2015 4016  4Q15 3016 2016 2015

Note: Revised 3Q16- adjusted margin of Petrochemical products from Refinery group to Olefins group

In 2016, Market Gross Refinery Margin(Market GRM of Baht 11,616
million or USD 4.88 per barrel, fell by Baht 2,630 million or USD 1.32 per

In 2016, Market GRM
dropped mainly from a

decrease in the product barrel from last year which mainly caused by a decrease in the product

spread especially in spread especially in Diesel and Asphalt Though, 3Q16 and 4Q16,

Diesel and Asphalt Petroleum Market GRM increase USD 04 and 0.7 per barrel, respectively,

There was a 48% partly from ATB and VGO which was the intake for RDCC to produc higher

decrease in net stock value products.

foss because crude ol There was the net stock loss of Baht 1,221 million or USD -0.51 per barrel,
price rose from the end

of 2015.

including stock gain of Baht 2,251 million or USD +0.95 per barrel and a
reversal of LCM of Baht 149 million or USD +0.06 per barrel offsetting by
an oil hedging loss of Baht 3,621 million or USD -1.52 per barrel.

In 4Q16, Market GRM was Baht3,341 million or USD 5.42 per barrel, declining by USD 1.67 per barrel
compared with 4Q15. Particularly, a decrease of Lube Base Oil was resulted from declining in the
product spreads. However, when compared with the previous quarter, Market GRM increased by USD

1.32 per barrel especially in refinery which moved up following the increase in the product spreads.

The company reported the net stock loss of Baht 98 million or USD -0.16 per barrel, including stock
gain of Baht 1,096 million or USD +1.78 per barrel while loss from Oil hedging of Baht 1,194 million or
USD-1.94 per barrel. Hence, Accounting GRMwas Baht 3,243 million or USD 5.26 per barrel, increased
by Baht 1,333 million or USD 2.08 per barrel from 4Q15 and Baht 1,612 million or USD 2.38 per barrel
from 3Q16.

n Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1.2 Petro chemical business units

1.2.1 Petro chemical Market Overview

The market situation for Olefin products in 2016 moderately worsened . The demand shrank,
subsequent to the global economic slowdown. However, the crude oil price at the level of USD 50 per
barrel helped stimulate demand. Also, this level of crude oil price delayed CTO and MTO Olefin capacity

expansion projects in China. As such, the excess supply in 2016 was not much as expected

For Styrenic products, the market situation in 2016 improved constantly and stayed in a good
direction. The demand for these products became stronger, especially in AEC, than theaddition supply.
However, when compared with what it was in 2015, it worsened . In 2015, the market situation was
prosperous: the crude oil price followed the downward trend and its price was volatile, but the product

prices moved down slower. This resulted in higher margin.

1.2.2 Petrochemical Capacity

Olefins Group 84% 89% 88% (5%) (4%) 90% 90% 0%

4/2016 4/2015 3/2016

Utilization Rate

Aromatics and

: 93% 95% 80% 2% 13% 91% 91% 0%
Styrenics Group ? ? ? (2%) ? ? ? ?

In 2016, the utilization rate of Olefins and Aromatics & Styrenics were 90% and 91%,

respectively, similar to those of last year. The production was 1.3 Million Ton.

The utilization rate of Olefins in 4Q16 was 84%, when compared to 89% in 4Q15 and 88% in
3Q16, it decreasedas the Petrochemical plants were in a process to integrate with RDCC plant and the

maintenance shutdown in Butadiene unit for 19 days to repair the corrosion.

The utilization rate of Aromatics and Styrenics in 4Q16 was 93%, when compared to 95% in
4Q15 and 80% in 3Q16, increasing due to the BTX unit's lower feed from RFMU after changing its
production for higher Gasoline, the higher products demand of Polystyrenic units as well as the EBSM

plant resumed its operation after shutdown for Catalyst changing in 3Q16. Polystyrenicsplant decreased

capacity in 3Q16 as a result of lower feedstock from EBSM plant.

10 Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1.2.3 Petrochemical Sales

Sales Volume (KTon) Sale Value (Million Baht )

Quarter
4/2016 | 4/2015 | 3/2016 4/2016 | 4/2015 | 3/2016
Olefins Group 224 184 226 857 791 7,445 6,830 8,058 | 29,780 | 30,794
Aromatics and 180 172 163 677 634 6,335 5,737 5234 | 22,335 | 22,317
Styrenics Group
Total 404 356 380 | 1534 | 1424 13,780 | 12,567 | 13292 | 52,115 | 53,111

In 2016, net sales declined
by 2% due to a 10%
decrease in the average

product prices following the

In 2016, net sales of petrochemical businesses were Baht52,115
million, declining by Baht 996 million or 2% from last year. The main
reasons were from a 10% decrease in average product pricesfollowing

the decrease in raw material prices while an increase in sales volume

decrease in raw material from 1,425 Kton to 1,534 Kton or 8%. The revenue was mainly from

rices while an 8% increase - -
p v Olefins group, 57% of petrochemical sales revenue.

in sales volume.

Net sales of petrochemical businesses in4Q16 were Baht 13,780

The proportion of domestic million, increasing by 10% from 4Q15 due to the higher sales volume
sales decreased by2% .

e from 365 Kton to 404 Kton or 13 % while the lower average product
mainly from Olefins Group ) o ) ) )
) , prices of 3%, in line with the drop in raw material .
as well as an increase in
export propylene from RDCC ~ Comparing to last quarter, net sales in 4Q16 increased by 4% QoQ,

plant. mainly from the higher sales volume of 4% despite the stable in

average product prices.

1.2.4 Petrochemical Sales Breakdown

4/2016 4/2015 3/2016 2016 2015
Export Local Export Local Export Export Local Export
Olefins Group 57% 43% 73% 27% 62% 38% 64% 36% 67% 33%
Aromatics and 45% 55% | 41% | 59% 47% 53% 46% 54% 46% 54%
Styrenics Group
Total 51% 49 % 58 % 42 % 56 % 44.%0 56 % 44.%0 58 % 42 %0

In 2016, the proportion of Petrochemical sales were 56:44 as domestic and export accordingly.
The domestic sales decreased by2% from 2015, mainly from a decrease of HDPE Besides an increase

of export product s mostly resulted from export propylene from RDCC plant.

The proportion of Petrochemical sales in 4Q16 were 51:49 as domestic and export accordingly.

Domestic sales were decreased by Po from 4Q15 mainly caused by a decline from HDPE in Olefins

11 Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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group while an increase from Mixed Xylenein Aromatics Group. Plus an increase of export propylene
from RDCC plant

When compared to 3Q16, domestic sales fell by 5% especially PP and HDPE in Olefins group,
mainly from the decreased in agent’s demand because of the price competition. Besides an increase
in export sales caused by propylene from RDCC plantand Styrenics group especially PS and ABSwhile
a decrease from Benzene in Aromatics goup becausein 3Q16 we exported surplus quantity due to the
shutdown of EBSM

1.2.5 The spread between key  petrochemical products and raw material

The spread between key products and raw material is summarized below here.

Average Pric e Quarter %o Change Year

Naphtha 450 445 389 1% 16% 398 491 (19%)
Olefins

Ethylene - Naphtha 529 588 668 (10%) | (21%) 639 613 4%

HDPE- Ethylene 232 268 177 (13%) 31% 209 261 (20%)

HDPE- Naphtha 761 856 845 (11%) | (10%) 848 874 (3%)

Propylene— Naphtha 272 142 339 92% | (20%) 306 283 8%

PP— Propylene 366 416 360 (12%) 2% 350 384 (9%)

PP- Naphtha 638 558 699 14% (9%) 656 667 (2%)
Aromatics

BZ - Naphtha 274 159 253 72% 8% 245 194 26%

TOL - Naphtha 192 179 175 7% 10% 194 170 14%

MX - Naphtha 215 226 267 (5%) | (19%) 250 210 19%
Styrenics

SM- Naphtha 686 494 655 39% 5% 666 610 9%

ABS- Naphtha 1,092 757 984 44% 11% 957 973 (2%)

ABS- SM 406 263 329 54% 23% 291 363 (20%)

PS(GPPS - Naphtha 842 653 810 29% 4% 817 776 5%

PS(GPPS$ - SM 156 159 155 (2%) 1% 151 166 (9%)

12 Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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The spread between Polyolefins (HDPE/PP) and Naphtha

1 HDPE Spread -Lower : HDPE- Naphtha spread in 2016 was USD 848 per ton, moving down
by 3% when compared to that in 2015. The product price decreased due to the HDPEs weak
demand, the lower HDPE spread than 2015 was due to HDPEs spread lower than naphtha and
Ethylene prices to Dubai.

HDPE- Naphtha spread in 4Q16 was USD761 per ton, moving down by 10% when compared
to previous quarter. HDPE price slightly decreased as the demand and supply remained

unchanged, but Naphtha price increased following the crude oil price.

1 PP Spread 1 Lower: PP- Naphtha spread in 2016 was USD 656 per ton, decreasing slightly
by 2% when compared to last year. The product price, PP, moved down as a consequence of

weak demand.

PP- Naphtha spread in 4Q16 was USD 638 per ton, decreasing by 9% when compared to that

in 3Q16. Naphtha price increased following the crude oil price, while the PP price stayed stable.
The spread between  Aromatics (Toluene and Mix Xylene ) and Naphtha

i TOL Spread i Higher: Toluene - Naphtha spread in 2016 was USD 194 per ton, up by 14%
when compared to that in 2015 resulted from unplanned shutdown plants in Singapore and the

higher prices of Gasoline made Toluene demand became stronger for Gasoline production.

Toluene - Naphtha spread in 4Q16 was USD 192 per ton, up by 10% when compared to that

in 3Q16. The main reason was gasoline prices moved up boosted demand of Toluene to

produce gasoline.

1 MX Spread i Higher: Mixed Xylene- Naphtha spread in 2016 also was USD 250 per ton, up
by 19% when compared to that in 2015 . Paraxylene price stayed at high level, which resulted

in stable Mixed Xylene price while Naphtha price moved down continuously.

Mixed Xylene - Naphtha spread in 4Q16 was USD 215 per ton, dropping by 19% from last

guarter because of the supply glut from new capacity of Korean plants.

The spread between  Polystyrenics (ABS/PS) and Naphtha

i ABS Spread i Lower: ABS Naphtha spread in 2016 was USD 957 per ton, moderately lower
by 2% when compared to that in 2015. The excess supply from China and remained weak

demand then pressed its price down.

ABS Naphtha spread was USD 1,092 per ton, higher by 11% when compared to that in 3Q16
because the demand was stronger following the signal of economic growth and manufacturer

increased its stock to prepare the product during New Year.

Management Discussion and Analysis for Year 2016 and the Fourth Quarter of 2016
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1 PS Spread i Higher: PS Naphtha in 2016 moved up to USD 817 per ton, up by 5% when
compared to last year. The product price stayed stable, supported by the demand in free trade

area in AEC

PSNaphtha in 4Q16 was USD 842 per ton, rose by 4% when compared to that in 3Q16 due to

demand increased made the price stayed at high level.

1.2.6 Product to Feed Margin ~ (Product to Feed : PTF)

2,360 2,819 3,229 12,0260 10,903) Olefins Group 3.84 4.70 5.71 5.06| 4.74|  Olefins Group
1,458 1,160 862 4,843 4,517 Aro & Styrenics 2.37| 1.93 1.52 2.03 1.97| Aro & Styrenics
3,818| 3,979 4,091 16,869 15,420 Market PTF 6.21 6.63 7.23 7.09 6.71 Market PTF
Unit: MB Unit: $/bbl

17,515
645 14,363

Accounting PTF
732 7.36 . Accounting PTF

Net Stock

Gain/(Loss) Net Stock

4,193 3,464 4,141 Gain/(Loss)

= Market PTF = Market PTF

4Q16 4Q15 3Q16 2016 2015 4Q16 4Q15 3Q16 2016 2015

Note: Revised 3Q16- adjusted margin of Petrochemical products from Refinery group to Olefins group

In 2016, the Market Product to Feed (Market PTFH of Baht 16,869 million
or USD 7.09 per barrel increased by Baht 1,449 million or USD 0. 38 per

/n 2016, Market PTF

increased from Everest
project despite the lower barrel, compared to 2015. The main reason was from the profit from

petrochemical product Everest project despite the lower petrochemical product spread. The net
spread from last year. stock gain was Baht 646 million or USD 0.27 per barrel, including the stock
gain of Baht 505 million or USD 0. 21 per barrel plus a reversal of LCM of
Baht 141 million or USD 0. 06 per barrel. Hence, the Company had
The net stock gain Accounting PTF of Baht 17,515 million or USD 7 36 per barrel, increased

Inereased from 2015 by Baht 3,151 million or USD 1.11 per barrel from last year.

because of an increase in
In 4Q16, the Market Product to Feed (Market PTP of Baht 3,818 million or

USD 621 per barrel decreased by Baht 273 million or USD 102 per barrel

crude oll price.

from 3Q16, mainly from the lower spread especially Olefins goup. Thus,
the Accounting PTF of Baht 4,193 million or USD 682 per barrel increased
by Baht 52 million from 3Q16.
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1.3 Power Plantand  Utility business units

1.3.1 Power Plant Capacity and Sales
Ouarte %/ Change
YoY
Utilization Rate

Electricity 75% 65% 79% 10% | (4%) 75% 75% 0%
Steam 75% 67% 74% 8% 1% 73% 75% (2%)

Sales (Baht million )
Electricity 396 491 411 (19%) |  (4%) 1,822 1,924 (5%)
Steam 271 297 275 (9%) |  (1%) 1,059 1,107 (4%)
Others 50 44 55 14% | (9%) 201 158 27%
Total 717 832 741 (14%) | (3%) 3,082 3,189 (3%)

In 2016, Net sales
slightly decreased due
to a decline in sales
price while an increase
in sales volume owing
to the shutdown of
customers’ plant that
located in IRPC
industrial estate last

year

In 2016, the utilization rate was unchanged at 75%. Net sales of power
and utility businesses were Baht 3,082 million, decreasing by 3% from
2015. The main reason were a decrease in sales price per unitfollowing a
drop in raw material price while an incre ase in sales volume due to the
shutdown of customers’ plant that lo cated in IRPC industrial estate last

year.

In 4Q16, the utilization rate of 75 % increased by 10% from 4Q15 mainly
caused by an increase in the internal use from RDCC plant while decreased
by 4% from 3Q16 as a result of the annual maintenance shutdown of

Power Plant

Net sales of Power and utility were Baht 717 million, declining by Baht 115
million or 14% from 4Q15 and by Baht 24 million or 3% from last quarter.

The main reason was an increase in the internal use from RDCC plant.
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1.4 Total Operating Performance

Total Operating Performance of IRPC and its subsidiaries for2016 and quarter 4/ 2016 are as

follows;
Unit : Million Baht Unit : USD per barrel
Quarter Year Quarter Year
2016 PANS 4/2016 | 4/2015 |3/2016 2016 2015
Average FX (THB/USD) 3557 | 36.00| 3501 3547 3440
Total Crude Intake (Mbbl) 1730 | 1666 | 1617 67.03 66.62
Average Crude (USD'bbl) @ 5039 | 4341| 4575 4422 5332
Sale 51,735 | 49,024 | 45673 || 185041 | 214172 84.09 8174 8068 | 7783 93.46
Net Sales 48006 |« 45470 | 41622 || 168349 | 199595 78.03 7581 | 7352 70.81 86.86
Cost of Feedstock (Market Price) (40,244)| (36,666) | (34,543)|| (137,316)| (167,439)|| (65.42)| (61.14)| (61.02)|| (57.77)| (72.87)
Market GIM 7,162 | 8804 | 7,079 || 31,033 | 32,156 12,61 1467 | 1250 || 13.04 13.99
Stock Gain/(Loss) 1469 | (1,985) | 27m5| (208)| 239 @3] 007| 16| (227
Lower of Cost or Market 2 (99) 4 290 2,969 - (017} o001 0.12 129
Oil Hedging Gain/(Loss) 1194)| (7| (@86)|| (3620 (1176)| (194 (129 (121)| (152 (051
Accounting GIM 8039 | 5946 | 6437 30457 | 28,741 13.06 9.90 | 1137 12.80 12.50
Other Incomes 30| %27 38| 1301| 2643| 057 055 058 055 115
Selling Expenses %) (99 (@m)| @198 @207 (048] (050 (©49)| (050 (053
Accounting GIM and Other Income 8094 | 5974 | 6490 || 30560 | 30,177 13.15 995 | 1146 | 1285 1312
OPEX (3621)| (3908)| (3391)|| (13.130) (13144)| (589) (652)| (599)| (552 (572
EBITDA 4473 | 2,066 | 3,098 17430 | 17,033 1.26 343 547 7.33 7.40
Depreciation 1L798)] (1393) (L702)| (6249 (5457)| (299)| (232 (00| (263 (237
EBIT 2,675 673 | 1396 || 11,181 | 11,576 4.34 111 2.46 4.70 5.03
Net Financing Cost B9 @) @l @4y @16 (09| (037 (083)| (062 (059
Gain/(Loss) from Foreign Exchange (439) 117 181 104 | (1,288)| (0.710) 0.20 0.32 0.04 (0.56)
Gain/(Loss) from impairment and disposal of fixed asse 3 9) - 3 18 - (0.02) - - 0.01
Gain/(Loss) from Investment 103 (30) 60 184 (157) 0.17 (0.05) 011 0.07 (0.07)
Other Expenses / Reversing Doubful Account 109 (48) (40) 43 2,182 0.18 (0.08), (0.07) 0.02 121
Net Profit/(Loss) before Income Tax 1,860 482 | 1126 | 10,034 | 11,769 3.02 0.79 1.99 421 511
Income Tax 62| @3y 189 @) 36| (26| (05 033 012 (102
Gain/(Loss) from non-controlling interests 4 (4 8) (31) (21| (0.0 (0.01), (0.01)| (0.01) (0.02)
Net Profit/(Loss) 1,694 447 | 1,307 9,721 9,402 2.75 0.73 231 4,08 4,08
Note :

(1) Average market prices of crude used in the product process.

(2) Other income consist of sale of lands, port, tank farm and service etc
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1.4.1 Market Gross Integrated Margin

MB Market GIM uSDibbl
40,000 7 = GRM =PTF = Power & Utility r S0
35,000 31033 32,156
! - 40
30,000 -
25,000 A - 30
20,000
15,000 - r 20
10,000 4
- 10
5,000 -
4Q16 4Q15 3Q16 2016 2015
In 2016, Market GIM In 2016, Market Gross Integrated Margin (Market GIM) of Baht 31,033
decreased mainlyin million or USD 13.04 per barrel dropped by USD 0.95 per barrel mainly

petroleum business caused by the lower spread of the petroleum and petrochemical products.

despite increased from
In 4Q16, Market GIM of Baht 7,762 million or USD 12.61 per barrel fell by

Baht 1,042 million or USD 2.06 per barrel from 4Q15.

Petrochemical business

The net stock loss
declined affected from a Comparing to 3Q16, Market GIM increased by Baht 683 million or USD
rise of Dubai price which 0.11 per barrel.

resulted in the increase of

Accounting GIM
1.4.2 Accounting Gross Integrated Margin (Accounting GIM)
MB Accounting GIM USDbbI
50,000 1 r 50
45,000 - u Market GIM = Stock Gain/(Loss)+LCM = Oil Hedging I 45
#0000 1 30,457 [
35,000 ! 28,741 L 35

30,000 + r 30

25,000 + 25
20,000 + F 20

15,000 4 r 15

10,000 F 10

5,000 F 5

(5,000) )

4Q16 4Q15 3Q16 2016 2015
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In 2016, Accounting Gross Integrated Margin ( Accounting GIM) was Baht 30,457 million or
USD 12 80 per barrel, increasing by Baht 1,716 million or USD 0. 30 per barrel from 2015. The main
reasons was a drop in the net stock loss of Baht 2,839 million or USD 1.25 per barrel (net stock loss in
2016 and 2015 were USD 0.24 and 1.49 per barrel, respectively) offsetting with a decrease in Market
GIM of Baht 1,123 million or USD 0.95 per barrel.

In 4Q16, Accounting GIM of Baht 8,039 million or USD 13.06 per barrel increased by Baht 2,093
million or USD 3.16 per barrel from the same period last year because the net stock gain increased by
Baht 3,135 million or USD 5.22 per barrel offsetting with a decrease in Market GIM of Baht 1,042 million
or USD 2.06 per barrel (net stock gain in 4Q16 was USD +0.45 per barrel vs net stock loss in 4Q15 was
USD-4.77 per barrel).

Furthermore, Accounting GIM increased by Baht1,602 million or USD 1.69 per barrel from last
quarter due to an increase in the net stock gain of Baht 919 million or USD 1 .58 per barrel (net stock
gain in 4Q16 was USD +0.45 per barrel vs net stock loss in 3Q16 was USD-1.13 per barrel) plus an
increase in Market GIM of Baht 683 million or USD 0.11 per barrel.

1.4.3 Other incomes

Other incomes consist of port, tank farm and services etc. In 2016, other incomes of Baht
1,301 million decreased by Baht 1,342 million from Baht 2,643 million in 2015. This was mainly resulted
from the insurance compensation receipts for the fire incident in the VGOHT unit in 2015 amounting to
Baht 1,305 million.

In 4Q16, other incomes were Baht 350 million, increasing by Baht 23 million from 4Q15,

because of the income from non-stop services port that started since April, 2016.
1.4.4 Operating Expenses

In 2016, the operating expenses of Baht 13,130 million or USD 5.52 per barrel slightly declined

by 0.1% mainly from a decrease in the insurance premium offsetting with an increase in the staff costs.

In 2016, the research and development expenses both existing and new products aim to
increase the competitive advantage amounting to Baht 335 million, including researcher’s salary,
expenses related to the research, and payroll for external experts amounting to Baht 142 million as

well as the research tools and others supporting the research and development of Baht 193 million.

In 4Q16, the operating expenses of Baht 3,621 million or USD 5.89 per barrel dropped by Baht
287 million or 7% from 4Q15 due to an decrease in the staff costs while increased by Baht 230 million
or 7% from 3Q16 owing to an increase in the staff costs, maintenance expense, and consulting fee,

offsetting with a decrease in the insurance premium.
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1.4.5 Depreciation Expenses

In 2016, depreciation and
financial costs increased In 2016, depreciation increased by Baht 792 million from last year .
mainly from the COD from Depreciation in 4Q16 was Baht 1,798 million, increasing by 405 million
RDCC plant in July,2016. from 4Q15 and Baht 96 million from 3Q16. This was mainly resulted
from the commencement of the commercial operating date (COD) from

RDCC plant in July 2016

1.4.6 Financial Costs

In 2016, financial costs increased by Baht 319 million from 2015 mainly from an increase in the
interest expense of Baht 564 million due to the increase of the interest expense after the COD of UHV
project. Furthermore, there was loss from financial derivatives contracts (e.g. Cross Currency Swap
CC9 in 2015 amounting to Baht 193 million while there was profit from CCS of Baht 54 million in 2016.

In 4Q16, financial costs of Baht 591 million increased by Baht 370 million from 4Q15 and Baht
120 million from 3Q16 mainly because of an increase in the interest expense from the COD of RDCC

plant.
1.4.7 Gain [Loss from Foreign Exchange

As Thai Baht appreciation against USD since the end of 2015 resulted in unrealized foreign
exchange gain in 2016 amounting to Baht 104 million while unrealized foreign exchange loss of Baht
1,288 million in 2015. However, in 4Q16, unrealized foreign exchange losswas Baht 439 million, mainly
caused by the Thai Baht depreciation from Baht 34.88 per USD at 3Q16 to Baht 36 per USD at 4Q16

Unrealized foreign exchange gain in 4Q15 was Baht 117 million

1.4.8 Gain /Loss from Investment
In 2016, gain from investment was Baht 184 million, rising by Baht 341 million from last year

mainly because of the higher of equity values in associates as well as the higher of dividend received.

In 4Q16, gain from investment of Baht 103 million was increased by Baht 133 million and Baht

43 million from 4Q15 and 3Q16 accordingly, mainly caused by the higher of equity values in associates.

1.4.9 Other Expenses

In 2016, there was profit from the reversal of doubtful account of Baht 43 million while it was
Baht 2,782 million in 2015, mostly caused by received debt repayment from TPl Aromatics Public
Company Limited which was Baht 2,823 million higher than the balance after offsetting of assets and

liabilities.
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Other expenses in 4Q16 were gain of Baht 109 million from the reversal doubtful account

amounting to Baht 185 million. However, there were the doubtful account of Baht 48 million and Baht

40 million in 4Q15 and 3Q16 accordingly.

In 2016, the profit from the reversal of
doubtful account decreased due to the recejpt
of debt repayment from TPl Aromatics Public
Company Limited last year which was Baht
2,823 million higher than the balance after

offsetting of assets and liabilities.

The income tax decreased mainly from
recorded as the tax benefit from tax loss
outstanding in the previous accounting period
and the divestment in both Rayong Tank
Terminal Company Limited and IRPC Energy
Company Limited

1.4.10 Corporate Income Tax

In 2016, there was the corporate income tax
amounting to Baht 282 million, decreasing by Baht
2,064 million when compared to last year, mainly due
to the tax benefit from loss carry forward and the
liquidation of both Rayong Tank Terminal Company

Limited and IRPC Energy Company Limited.

In 4Q16, there was the income tax of Baht 162 million,
while there was tax benefit amounted to Baht 189
million which mostly caused by the liquidation of IRPC

Energy Company Limited
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2. Financial Positions

(Unit: Million Baht)

163,174

172,378

2,042

Cast 3,576

Other Current
Other C/A Liabilities

L/T Liabilities

Other Non-C/A (incl. due within 1 yr)

Other Non-Current
Liabilities

115,997 121,361

Sharehol der s
Equity

31 Dec 15 31 Dec 16

2.1 Assets

As of December 31, 2016, the Company had total assets of Baht 172,378 million, increased

by Baht 9,204 million from December 31, 2015. It was due to the following reasons :

1 Account receivable increased by Baht 1,025 million mainly because of an increase in the

product prices. For 2016, the average collection period was 18 days decrease 1 day from 2015.

1 Inventory increased by Baht 4,477 million or 21 % because of an increase of inventory
volume from 8.93 million barrel at the end of 2015 to 9 .61 million barrel at the end of 2016, mainly
due to an increase of crude oil intake for production . The inventory day was 27 days, raised by 2 days

compared to the end of 2015.

1 Non-current assets raised by Baht 5,340 million or 4% due to an increase in fixed assets
by Baht 11,298 million, largely contributed from the RDCC plant, PPE&PPC project and an increase in
investment in associates by Baht 426 million. However, these were partially offset by a decrease of the

depreciation and amortization expenses by Baht 6,247 million.
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2.2 Liabil ities

As of December 31, 2016, the Company had total liabilities of Baht 91,373 million, increased

by Baht 4,077 million, compared to the end of 2015 . It was due to the following reasons :

1 Other current liabilities went up by Baht 780 million, mainly due to;

. - Account payable went down by Baht
Maturity of long-term debt pay y

5,949 million due to a reduction of

payment term of crude oil payable from

Unit : Million Baht mUSD Bond
= THB Bond 90 days to 60 days. For 2016, the
USD Loan average collection period was 50 days,
THEB Loan increased by 3 days compared to 2015.
- Other current liabilities went up by
19,704

17,986 Baht 6,575 million, consisted of an

increase of the short-terms loan by Baht
10,946

5,937 million, the payables from related

7,808 . .
- m parties by Baht 213 million, advance

3,413 10,742 payments for goods by Baht 79 million,

3,731 .
. S . 2,535 . . . accrued bonus by Baht 63 million and

2017 2018 2019 >2019

other payable by Baht 283 million.

Note : Long-term debt as of 31 December 2016
1 Long-terms loan including current

portion of long-terms loan increased by Baht 2,945 million to Baht 56,445 million, mainly caused
by an increase of the long-terms loan drawdown of Baht 6,500 million while the repaid for loan
of Baht 3,373 million. There was unrealized foreign exchange gain of Baht 182 million from the

effect of Thai Baht appreciation against USD.

The details of long -terms debt are shown  below

(Unit : Million Baht)

Dec 31, 2016 Dec 31, 2015 Change
USD Bonds 8,567 8,622 (55)
Thai Baht Bonds 22,629 22,623 6
USD Loan 5,204 5,959 (755)
Thai Baht Loan 20,045 16,296 3,749
Total 56,445 53,500 2,945
less current portion of long -terms loan (19,704) (4,265) (15,439)
Net Outstanding Debt 36,741 49,235 (12,494 )
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For financial management, the Company's approach to financing in the long term loans from
local financial institutions and/ or the issuance of bonds in order to repay the loan due in 2017
approximately Baht 20,000 million by considering the situation of financial markets during the period.
The Company signed a syndicated loan agreement and the loan agreement with local financial

institution s amounting to Baht 20,000 million .

1 Other non- current liabilities raised by Baht 352 million, which was mainly caused by an increase in

the employee benefit obligations.

2.3 Shareholders " Equity

As of December 31, 2016, shareholders equity amounted to Baht 81,005 million which was
higher than that reported as of December 31, 2015 for Baht 5,127 million . This was mainly because of
an increase in net profit for 2016 amounting to Baht 9,721 million and gain on revaluation available -
for-sale investments by Baht 92 million. While offsetting with dividend payment amounted to Baht 4,490

million and provision for employees raised by Baht 207 million.

3. Statement of Cash Flow

(Unit : Million Baht)

2016 2015

1 EBITDA 17,430 17,033
2 Change in operating assets and liabilities (10,206) 10,807
3 Net cash flows from(used in) operating activities 7,224 27,840
4 Net cash flows from(used in) investing activities (10,687) (11,271)
5 Net cash flows from(used in) financing activities 1,929 (15,002)
6 Net increase (decrease ) (1,534) 1,567
7 Cash at beginning 3,576 2,009
8 Cash at ending 2,042 3,576

As of December 31, 2016, the cash balance was at Baht 2,042 million. Net cash flow

decreased by Baht 1,534 million, which was mainly contributed from the following items .

1 Net cash inflow of Baht 7,224 million from operating activities consisted of EBITDA of Baht
17,430 million and cash outflow of Baht 10,206 million resulting from the changes in the operating
assets and liabilities. Important items contributing to cash outflow from operating included an increase

of Baht 4,250 million in inventories, an increase of Baht 965 million in account receivable, a decrease
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of Baht 5,951 million in account payable. While cash inflow from operating included other account
payable increased by Baht 485 million, account payable from related parties increased by Baht 213
million, other current assets decreased by Baht 163 million and advance payment for goods increased

by Baht 79 million.

1 Net cash outflow of Baht 10,687 million from investing activities mainly for the Upstream
Project for Hygiene & Value-added Products (UHV) and PP Expansion and AP Compounding (PPE&PPL

project.

1 Net cash inflow of Baht 1,929 million from financing activities mainly consisted of long-
terms loan drawdown of Baht 6,500 million and short -terms loan drawdown of Baht 5,937 million while
there was cash outflow from the repayments for short -terms and long-terms loans of Baht 3,456 million,

interest payment of Baht 2,576 mill ion and dividend payment of Baht 4,490 million .

4. Key Financial Ratios

Profitability Ratios
EBITDA Margin % 9.42 7.95
Net Profit Margin % 5.25 4. 39
Earnings per share Baht/share 0.48 0.46
Return on Equity % 12.41 13. 09
Liquidity Ratios
Current Ratio time 0.76 0.99
Quick Ratio time 0.23 0.35
Financial Policy Ratios
Net Debt to Equity time 0.75 0.66

Liquidity and Capital Structure
In 2016, current ratio was 0 .76 times, decreased 0.23 times comparing to 2015 at 0.99 times.
It was mainly due to a rise of short -terms loan. The company did not have the liquidity risk because of

the well preparation of sufficient liquidity for the operations .

At the end of 2016, net debt to equity ratio was 0.75 times, slightly increasing 0.09 times from
2015 due to the higher of short -term and long-terms loan while the operating performance results
improved. The company could make the payment on due date and comply with all of the Financial

Covenant
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Note :

Account receivable turnover = Sales / Average account receivable before doubtful account

Collection period = 360 / Account receivable turnover

Inventory turnover = Cost of Goods Sold / Average Inventory [use only Finished Goods]
Inventory period = 360 / Inventory turnover

Account payable turnover = Cost of sales / Average account payable

Payment period = 360 / Account payable turnover

EBITDA margin = EBITDA / Revenue from Sales

Profit margin = Net Profit / Revenue from Sales

Return on equity = Net Profit / Average shareholders’ equity
Current ratio = Current assets / Current liabilities

Quick ratio = (Cash + Marketable Securities + Account Receivable) / Current Liabilities
Net Interest bearing Debt to Equity = (Interest bearing Debt — Cash)/ Total Equity
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Investment Projects

1. Investment Project Progress

1.1 Upstream Project for Hygiene and Value Added Products; UHV

UHV Project has already begun to improve the fuel oil quality in RDCC unit ( Residue
Deep Catalytic Cracking RDCCPlant) and had the commercial operation date on July 16, 2016. The
utilization rate is 90 percent. In the first quarter of 2017, the Company has a major turnaround to
evaluate and improve the whole plant. RDCC plant itself is on the improvement plan, so that it can be
utilized effectively with full operation. The plan includes Maximum Gasoline Mode for RDCC Project
which allows the plant to increase the production of light distillates according to the market situation .

The project will be completed within t his year.

Moreover, the Company plans to improve the process in order to allow and to select more
crude oil type for the production . The catalyst cooler will be installed in the Residue Fluidize Catalytic

Cracking Unit in RDCC plant The additional unit will start the operation by 2018.

1.2 PP Expansion and PP Compounding Project (PPE & PPC)

The Company plans to expand the capacity of Polypropylene plant for 300,000 tons per
year. The project is called PP Expansion and PP CompoundindPPE & PPQ. The progress of the project
at the end of 2016 was by 85% . PPE & PPC is actually the continuous integrated unit with the RDCC
plant in order to add value to Polypropylene product. It expands the capacity of commodity-grade
Polypropylene for 160,000 tons per year (PPE and builds the new unit for Polypropylene compounding
production for 140,000 tons per year (PPQ. For PPC, we use the one step- production technology of
Japan Polypropylene Corporation(JPP which is the leader of Propylene compound producer in Japan
JPP is the leading automobile manufacturer. Its technology can reduce the production process and cost.

The PPE & PPC plant will statrits operation by the second half of 2017.

1.3 Everest Project
The objective of Everest Project is to improve the core competencies as well as the
organization and human resource development. In this project, the best practices given by world’s
leading advisers are applied In 2016, Everest Project generated the EBIT of Baht 2,300 million, 68%
of the target of USD 100 million. The cause was that UHV project started the operation behind its
schedule. However, after its maintenance turnaround, the Everest Project is targeted to uplift the EBIT

in 2017 for USD 200 million.
2. Investment Plan

The Company have a5-year investment plan (2017-2021), the total amount of Baht 20,700
million, to be aligned with I RPC" s strategic plan a:

2020".
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Total capex amount in 2017 of Baht 11,539 million inclusive of the maintenance, includes PP
Expansion and PP Compounding Project (PPE & PPC) of Bakk,146 million, Upstream Project for Hygiene
and Value Added Product Project (UHV) of Baht1,716 million, Everest Project of Baht 826 million, other
projects of Baht 1,616 million and the rest are plant maintenance and general capex. In addition, 2017
major turnaround will take place in February — March, which will result in more efficient of production
plant processes. However, due to this maintenance shutdown, the capacity in 2017 will be close to

what it was in 2016.

2017 afterwards, the investment plan are plant maintenance and general capex which are

approximate 1.2-1.5% of property plant and equipment.
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2017 Business Outlook
1. Petroleum Business

In the beginning of 2017, the crude oil supply glut of around 1 million barrels per day pressed
down its prices. Energy Information Administration (EIA) estimated the market equilibrium of crude oil
in 2017. In the meeting in November 2016, OPEC membersagreed to cut the production of 1 .2 million
barrels per day and the Non-OPEC members agreed to cut the production of 0.6 million barrels per day
in the first half of 2017 . The demand was expected to increase for 1.2 million barrels per day. Then,
the market equilibrium occurs and the crude oil prices rebound. Nonetheless, if any of OPEC members
increases their production, the crude oil prices become volatile and the market equilibrium will be

postponed. The Company estimated the Dubai crude price of US dollar 45-55 per barrel in 2017.

2. Petrochemical Business

Petrochemical business tends to grow following the global economic situation recovery.
However, China which is the world’s major plastic importer might face the economic growth slowdown .
Besides, its self-reliance policy might reduce its plastic import. For the supply side, China might increase
its Olefin production: Coal to Olefin (CTO), Methanol to Olefin (MTO) and Propane Dehydrogenation
(PDH). However, the producers in the Middle East and the US have the advantage of lower cost by
using the natural gas as feedstock and tend to increase their productions as well. For Styrenic products,
the market situation in 2017 improves constantly and stay in a good direction. The crude of prices of
around USD 45-55 per barrel stimulate the consumption at the high level. Moreover, the maintenance
shutdown is on the process for the producers in Asia. For the supply side, the addition supply of Styrenic
products in 2017 increases a bit because their production expansion is limited. For the demand side,
the growth is subsequent to the growth in consumer products such as automobile and electrical
appliances The global economic situation and the recovery of economic growth in AEC also stimulate

the demand.

The Company estimated the better spread in 2017 for petroleum products when compared with
that in 2016. The excess supply decreases and the crude oil prices at this low level stimulate the oil
demand. The market GRM will be around UD 4. 3-5.3 per barrel. On the contrary, due to the supply
increase as mentioned earlier, the spread for petrochemical products will be worsen when compared
with what it was in 2016 . The market P2F will be around USD 4.5-6.0 per barrel. The estimated do not
include the benefits from UHV Project, PPE & PPC Project and Everest Project
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