Management’s Discussion and Analysis for the yeanded December 31, 2013 for Thai Airways
International Public Company Limited and Its Subsidiaries

1. Executive summary

The global economic overview in 2013 is likely togrove as there are signs of recovery for the
European Union economies since 2Q2013 despite tke @hgoing uncertainties. Most of Asian
countries could handle better than last year. Thpniactors were from the recovery of export secto
as well as economic stimulus packages from ChinlaJapan administrations. These expanded world
traffic demand in both passenger and cargo. Tlkeeage growth of passenger and cargo was 5.2%
and 1.4% from last year, respectively. For Asa@iffc airlines which THAI is a member of this
group, the international passenger traffic was 5@%ater than last year while the recession of
manufacturing and export sectors made lower cagjbct down to 0.6%. However, the diminishing
figure is decreased in the lower rate than the pastars.

THAI's economy expanded in the lower rate relatedthie recession in consumption and
investment which still worried about the economial golitical situation. The export sector cannot
fully recover due to the shortage of raw materialsarious industries and the limitation of modern
technology. Moreover, the public sector had pasklattention to motivate the national economic.
However, the high development rate of tourism gertdhe protagonist to drive the economic in
2013. Unfortunately, during the last quarter ofi20the issuance of the special edition of the new
Chinese National Tourism Law, effective from Octoland the nation’s political turbulence made the
significant slow down in Thai’s tourism.

THAI is adhering to its long-term business roadnzeqa business strategies to enhance the
competitive ability and ensure the sustainabilitythe long run by becoming the elite airline among
the Asian airlines. In 2013 THAI strictly followeits long-term plan in regards to its network and
fleet development strategy by receiving 17 aircaafting to replace the 6 THAI's own aging aircraft
and return 5 aircraft to leaser due to the expireoatract and by launching new routes, especiatly
regional routes. To do so, THAI opened new rotweSendai- Japan while THAI Smile opened its
new routes to Mandalay- Myanmar, Luang Prabangs]l @mongging and Changsha — China. THAI
established and registered on October 17, 2013 BHWeé Airways Limited, a wholly owned
subsidiary of THAI, to efficiently manage and inéepently operate as a part of Corporate Portfolio
Strategy that aim mainly on sustainable growth @ndactive act to all groups of customer’s
requirement which THAI's target market is middles$ customer, and to create more opportunity on
Asian open skies policy. THAISmile expected to leturts own code in 3Q2014.

THAI continues to emphasize on risk managementiiplementing the proactive fuel hedging
management to fix the fuel price in the frame camwiton and, mitigating risk of fluctuations in
foreign exchange rates, providing expenses arendieabed in the same income as much as possible
:so-called Natural Hedging. However, on the pérthe Baht has appreciated strongly in the year
2013, THAI has expanded its revenue in the amofiBaht term to balance and reduce the impact of
fluctuations in foreign exchange and also consilléag&ing a loan together with loan restructuriog t
balance between the foreign currency and cashfflonv operations.

In 2013 airline business expanded but the temperatfi competition among airlines were
higher from the emerging of new players: premiumtireds and low cost carriers, both foreign and
domestic. Also, all airlines took delivery of nawcraft as same as THAI which received more new
aircraft than decommissioned aircraft which madéitr production in 2013 was higher than in 2012.
Passenger traffic production was 8.1% higher tlmenaverage growth of entire industry and Asia-
Pacific. Unfortunately, THAI could not immediatahcrease its passenger traffic at the same growth
rate as production traffic which made lower cal@otér dropped from 76.6% last year to 74.1% this
year. On the cargo side which has been impacted fecession since 2011 together with the belly
production increased both THAI and other airlinesden higher competition to wrest other market
shares as well as the volume of export goods imyeVelAl's routes was lower than expected.
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THAI's own freight production increased 2.6% froast year while freight traffic decreased 3.3%
from last year which made lower freight load fadown from 54.2% last year to 51.1% this year.

Amidst the severe storm of competition, the streagtvalue of Thai Baht during the fiscal year
2013 was the negative factor to THAI's operatiamceithe THAI's major proportion of revenue was
foreign currency around 70% . According to thrersg value of Baht made 4.3% decrease of revenue
from sales or revenue from services when compavetthé average foreign exchange rate of 2012
while the proportion of expenses in the foreignrencies were less than revenue. Thus, the
strengthen Baht only made 1.1% decrease of opgrakipenses. The situation got worse during the
last quarter of 2013, internal political dilemmadanforcing the special edition of the new Chinese
National Tourism Law which impacted the internasibtour price packages made Chinese tourists
who are the high growth rate remarkably diminishethese made lower number of passenger in
4Q2013 3.5% dropped when compared to the samedplso year. Noticeably during the first nine
month of 2013 the number of passenger increasel st year around 7.1%. THAI realized to the
problems by reducing unnecessarily cost and postpbdhe investment, especially the non-impact
item to services and safety by monitoring the s$itunaclosely. Unfortunately, they made the
significant negative results: THB 2,322 million4@2013.

THAI and its subsidiaries’ financial performancezdl3 showed a loss before foreign currency
exchange and income tax(exclude impairment lossrofaft and assets) of THB 3,608 million when
compared to last year where reported profit of THB62 million. Combined with a THB 5,426
million impairment loss and a THB 3,895 million $oen foreign currency exchange, THAI and its
subsidiaries recorded a net loss for the pericalitgg THB 12,000 million compared to last year's ne
profit of THB 6,510 million.

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

The consolidated financial statements for the @HI3 consists of THAI's financial statement
and 5 subsidiary companies which are 1) THAI-Amad&outheast Asia Co.,Ltd., 2)Wingspan
Services Co., Ltd., 3) THAI Flight Training Co.,d,t4) Tour Eurng Luang Co., Ltd., and 5) THAI
Smile Airways Co., Ltd which was incorporated ont@der 17, 2013 with registered capital of 1,800
million baht or 100% holding by THAI but not op&sa under its own airline code.

This year’'s 2013 financial statement excludes tfalNok Airlines PCL. (Nok Air) resulting
from the change in shareholding structure alondh whte change in composition of the board of
directors with a greater number of board membarsesdanuary 18, 2013. The result was THAI no
longer having controlling power over Nok Air thrdu@HAI's representation on Nok Air's Board of
Directors. In order to facilitate the year on yeamparison, THAI has restated the statements of
income for the year 2012 (excludes Nok Air) as @kMir is an associated company.



Consolidated

Unit : Million Baht

2012
2013 Included Variance Excluded Variance
Nok Air MTHB % Nok air | MTHB %

Total Operating Revenues 206,336 209,12 -2,787 -1.3 201,384 +4,952 +2.6
Less Total Operating Expenses 209,232 202,967 +6,265 +311 195,631 +13,601 +7.0
Operating profit (loss) (2,896) 6,156 -9,052 -147.0 5,753 -8,649 -150.3
Add Other revenues 5,269 4,407 +862 +19.6 4,334 +935 +21.6
Less Other expenses (76) 65 -141 -216.9 (183) +107 +58.5
Less Finance cost 6,057 5,836 +221 +3. 5,836 +221 +3\8
Profit (Loss) before foreign currency

exchange and income tax (3,608) 4,662 -8,270 -177.4 4,434 -8,042 -181.4
Less Impairment loss of asset and aircraft 5,426 771 +4,655 +603.8 771 +4,655 +603.8
Add Gain(loss) on foreign currency exchange (3,895) 3,213 -7,108 -221.p 3,212 -7,197 -221.3
Profit (loss) before tax (12,929) 7,104 -20,033 -282(0 6,875 -19,80 -288.1
Net Profit(Loss) (12,000) 6,510 -18,510. -284.3 6,297 -18,297% -290.6
E;?Eﬁ(foss) attributable to owners of the (12,047) 6229  -18276 -293.4 6251  -18,208 -292.7
Net Profit (loss) per share (THB) (5.52) 2.85 -8.37 -293.7 2.8 .38 -293.0
EBITDA (MB) 22,474 31,022 -8,548 -27|6 30,699 -8,225 26.8
Operating Profit(Loss) Margin (%) (1.4) 2.9 -4.3 2.9 -4.3
EBITDA Margin (%) 10.9 14.8 -3.9 15.2 -4.3
Net Profit(Loss) Margin (%) (5.8) 31 -8.9 3.1 -8.9

EBITDA = Total Revenue - Total Expenses(excludeficial cost, tax, depreciation and amortizatigain/loss on foreign currency and

impairment loss of assets anaft)

In 2013, THAI's consolidated operating loss totalddB 2,896 million, which is lower than last
year’s reported profit excluded Nok Air of THB 53Fillion since

- Total operating revenue increased by THB 4,9%#om or by 2.5%. The slight increase in
operating revenue due to the high competitionsta@hina legislation tour edition, and impact from
internal political crisis during the 4Q2013, a pgaiod of tourism in Thailand, which decreased the
number of passenger down from last year. Consdguéotal traffic (Revenue Ton-Kilometers:RTK)

slightly increased only 1.9%.

Also, the impactniréhe strong Thai Baht against foreign currencies,

especially the Japanese Yen which is one of majoemcies in terms of revenue, reduced operating
revenue by approximately 4.3%. Passenger and eRaggsige revenue increased by THB 6,849 million
or 4.1% over last year due to increase of passdrajéc while average passenger yield was lowanth
last year. Revenue from business units and othetitias also increased, totaling THB 334 million o
3.6% while revenue from freight and mail decreabgdTHB 2,231 million or 8.3% due to high
competition which reduced both cargo traffic andrage freight yield.

- Total operating expenses increased THB 13,60domibr 7.0%. Although THAI benefitted from
the baht appreciation, reducing operating cost gyyraximately 1.1%, the increase in total production
(ATK) by 5.9% increased expenses related to trafficluction. The major expenses which extraordinari
increased were Aircraft maintenance and overhallin§ and advertising, Lease of aircraft and spare

parts and Crew expenses.

THAI's consolidated loss before foreign currencgleange and income tax (exclude the loss of
impairment both aircraft and assets) was THB 38@8on when compared to last year where THAI
reported a gain of THB 4,662 million. The lossmopairment from aircraft and other assets whichmes-o
time item, totaled THB 5,426 million. THAI's congtated loss on foreign currency exchange was THB



3,895 million.
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Consequently, THAI and its subsidia reported a net loss of THB 12,000 million
compared to last year's gain of THB 6,297 millitkwoss attributable to owners of the parent was THB

12,047million or a loss of 5.52 baht per sharee@ehse from last year's gain of 2.86 baht peeshar

EBITDA was THB 22,474 million, which decreased B 8,225 million or 26.8% over last year.

EBITDA margin was 10.9%, as compared to last yaapsrted 15.2%.

Operating performance: The Company

The Company 2013 2012 % Change
Production (MATK) 12,728 12,023 + 5.9%
Traffic (MRTK) 8,388 8,229 + 1.9%
Load Factor (%) 65.9 68.4 - 25
Total yield (THB/RTK) 23.05 23.37, - 1.4%
Passenger carried (Million) 2151 20.61 + 4.49
Passenger Production (MASK) 85,655 79,231 + 8.194
Passenger Traffic (MRPK) 63,479 60,6[79 + 4.69
Cabin Factor (%) 74.1 76.6 - 25
Passenger yield (THB/RPK) 2.6b 2.72 - 2.69
Freight Production (MADTK) 5,019 4,892 + 2.6 %
Freight Traffic (MRFTK) 2,565 2,653 - 3.3%
Freight Load Factor (%) 51.1 54|2 - 31
Freight loaded (Ton) 655,570 679,182 - 3.59
Freight yield (THB/RFTK) 9.22 9.78 - 5.7%
Flight Hours (Hours) 384,069 364,536 + 5.4%
Average of Aircraft Utilization (Hour/Aircraft/Day) 11.2 115 - 2.6%
Number of flight (Flight) 97,438 90,447 + 7.7%

Revenues of Thai Airways International PCL. and itssubsidiaries

Total revenues of 2013 earned was THB 211,605anilla decrease of THB 1,925 million or
0.9% lower than last year. It should be noted thstt year Nok Air’'s revenues was included in the
Company’s top line revenue. Without including thperating revenue of Nok Air, operating

revenue of THAI and its subsidiaries increased by 5,887 million. Detalils are as follows:



Consolidated
2012
2013 %of | Included | %of Variance Excluded | %of Variance
Total Nok Air Total MTHB % Nok Air Total VITHB %
Revenue| Revenue Revenye
Revenues from transportation
activities
Passenger and excess
baggage revenue 172,335 81.4 173,458 81.4 -1,123 -0.6 165,486 80.4 +6,84P +4]1

Freight and mail revenue 24,515 11.4 26,764 12.6 -2,249 -814 26,746 13. -2,231L -8J3
Total Revenue from

transportation activities 196,850 93.0 200,227 93.8 -3,372 -1.7 192,23 934 +4,618 +2.4
Revenue from

business units 7,256 3.4 6,709 3.1 +547 +8.2 6,709 3. +547 +8[2
Revenue from other

activities 2,23(Q 1.1 2,192 1. +38 +1.[7 2,448 1.2 -213 -8.[7
Total operating

revenue 206,336 97.4 209,123 97.9 -2,787 -1.8 201,384 97.9 +4,95p +2.b
Interest income 516 0. 497 0.2 +1D +3./8 456 0.2 +6D +13J2
Other incomes 3,738 1.4 2,32¢ 1.7 +1,407 +60|5 2,294 1.1 +1,439 +62|7
Gain on deemed

disposal 722 0. - - +722 - - - +722
Profitability on business

acquisition - 1 1,584 0.4 -1,584 -100(0 1,584 0. -1,584 -100{0
Gain on reclassified

investment 298 0.1 - - +298 - - - +298
Total revenues 211,6051 100.q 213,53(¢ 100.G -1,925 -0.0 205,718 100.¢ +5,88b +2.9

Revenues from transportation activities,totaling THB 196,850 million, constituting
93.0% of total revenues, increased by THB 4,618 anilor 2.4% over the same period last year. It
should be noted that in September last year THAkIdped a new passenger revenue accounting
system has enabled THAI no longer reports its neg@m a net basis but now revenue constitutesaf tw
parts — ticket sales and commissions due to agendéme2013, the amount of commission amounted to
THB 2,679 million was booked as part of the passeagd excess baggage revenue account, the same
amount was booked in the selling and advertisingeeses account. The simultaneous booking in the
revenue and expense accounts bears no overall ®ffEEIAI's profit and loss statement.

- Passenger and excess baggage revenue

Passenger and excess baggage revenue totaled 72833 million, an increase of
THB 6,849 million or 4.1% since THAI recognizedesacommission, amount of THB 2,679 million,
due to the new passenger revenue accounting sysamioned above and passenger traffic (Revenue
Passenger Kilometers: RPK) increased by 4.6%, appately THB 7,400 million, even average
passenger yield (including fuel and insurance srgd) decreased by 0.07 THB/RPK or 2.6% resulting
from the Baht strength compared to the same péastdyear which finally decreased the revenue in
Baht term around 0.13 THB/RPK or around THB 8,07illion. The details of revenue based on
territories as follows:

Unit : Million Baht 2013 2012 Variance
MTHB %

Passenger and excess baggage revenue

Regional 66,986 65,744 + 1,242 +1.9
Intercontinental 54,945 53,874 + 1,067 +2.0
Domestic 14,336 14,691 - 355 -2.4
Non-schedule flight 462 753 -291 - 38.6
Passenger insurance surcharge 1,876 1,562 + 314 +20.1
Passenger fuel surcharge 33,730 28,858 + 4,872 +16.9
Total passenger and excess baggage revenue 332 165,486 + 6,849 +4.1




- Regional passenger and excess baggage revenue amounted to THB 66,986 million,
which was an increase of THB 1,242 million or 1.9%.2013, THAI adjusted its plan in accordance
with the national networking development strategyptomote Thailand as the aviation hub of Asia by
route, flight frequency and capacity adjustmeranglwith launching new destinations to Japan: @ity
Sendai, China: city of Chongging and Changsha, Myancity of Mandalay and Laos: city of Luang
Prabang which increased passenger production (88 3idllion seat-kilometers or 11.5%. On the
contrary, passenger traffic increased but not maghexpected due to the aggressive competition,
especially in India and Middle East market and rewna's legislation tour edition, effective from
October 1, 2013 which impacted the number of Cleitesrists, a group of tourists at the rate of ghow
declined in the last quarter of 2013. As a reshé,increase of production was higher than theease
of traffic which increased by 2,431 million passenrgilometers or 9.5% while average cabin factos wa
74.3%, lower than the 75.7% achieved in 2012. Aaosignificant factor was the strengthen value of
Baht term compared to other currencies in the regspecially Japanese Yen, and Indian Rupee, which
lower revenue when translated to Thai Baht.

- Intercontinental passenger and excess baggage revenue amounted to THB 54,945
million, which was an increase of THB 1,067 million2.0%. In 2013, THAI adjusted flight plans to
suit the operating environment by increasing flifyeuency in the high demand routes and expanding
the cooperation with alliances for more routes. aAeesult, ASKs increased by 2,444 million seat-
kilometers or 6.0% but RPKs increase by 319 milji@ssenger-kilometers or 1.0%, while cabin factor
was 73.8% which was lower than the 77.5% averag@1z2.

- Domestic passenger and excess baggage revenue amounted to THB 14,336 million,
which was a decrease of THB 355 million or 2.4% tluthe penetration from Low Cost Carriers using
the discount fare as the strategy to expand thamkeh shares. This year, THAI increased flight
frequency in the high traffic demand by using TH#if for additional flights and replacement flights
in some routes. As a result, ASKs increased bymid@iidbn seat-kilometers or 4.2% and RPKs increased
by 93 million passenger-kilometers or 2.7% whilbinaactor was 75.7% lower than 76.9% over the
same period the year before.

- Passenger fuel surcharge amounted to THB 33,730 million, which was an iase of
THB 4,872 million or 16.9% mainly due to efficieahd effective fuel surcharge adjustment and the
increase in number of passenger.

- Freight and mail revenue

Freight and mail revenue amounted to THB 24,51%onil which was a decrease of
THB 2,231 million or 8.3% due to the fierce wargexi over supply situation and, greater competition
amongst sea, land and air transport companiesotirat airlines lowering the Company’s freight
traffic (Revenue Freight Ton-Kilometers: RFTK) byd% and average freight yield (including fuel and
insurance surcharge) decreased 0.56 THB/RFTK o% Sover last year. The baht strength also
contributed to the weaker yield around 0.27 THB/RFF around THB 700 million.

Revenues from Business Units

Revenue from Business Units amounted to THB 7,28kom an increase of THB 547
million or 8.2% resulting from higher revenue geated from all business units which was mainly
derived from the increase of customer airlinesghtis.

Revenue from other activities

Other activities revenue amounted to THB 2,230iaml|l which decreased by THB 213
million or 8.7% over last year. The main reason tesdecrease in lease aircraft to Nok Air revenue
since Nok returned the expiry aircraft to THAL.



Other income

- interest income totalled THB 516 million, aniease of THB 60 million or 13.2%,
due to increase of cash on hand

- other income amounted to THB 3,733 million, an @ase of THB 1,439 million or
62.7% higher than last year as recognition of carepton received from the insurance company of
the 2011 floods, which was THB 851 million highbam last year, recognition of passenger airport
fees that were not billed to THAI for over 3 yearsich was THB 318 million higher than last year
and Technical Department’s other revenue incredstsl 173 million.

- gain on deemed disposal amount of THB 722 millioaswthe recognition of
investment portion in Nok Airlines Public Companymited amount of THB 1,241million or the
Company’s portion of 39.2 percent, net of the dédfece from changing in share portion of Nok
Airlines Public Company Limited, which decreasednir49 to 39.2 percent, amount of THB 519
million after the sale of shares of the Nok ‘s I&flion shares at a price of 26 Baht per sharewneJ
20, 2013.

- gains on reclassified investment totaled THB 298lioni which was a gain on
reclassified investment of Nok Air from a subsigiaompany to an associated company

Expenses for Thai Airways International PCL. and i subsidiaries

In 2013, total expenses (included loss on foreigmency exchange) amounted to THB 224,534
million, which was THB 18,108 million or 8.8% highihan the same period last year. Without including
the operating expenses of Nok Air last year, dpgr&xpenses of THAI and its subsidiaries incredse
THB 25,691 million or 12.9 percent. A summary oeogiing expenses is as follows:

Consolidated
2012
%of Included %o0f Variance Excluded %o0f Variance
2013 Total Nok Air Total MTHB % Nok Air Total MTHB %
Expenseg Expenses Expensgs

Operating expense
Fuel and oil 80,525 35|9 80,179 3B.9 +B346 10.4 77/481 38.9 +3,044 +3|9
Employee

benefit expenses 33,109 14.7 32/087 15.6 +11,022 +3.2 ,55(1 15.9 +1,559 +4|9
Flight service expenses 21,727 9.7 21,321 10.3 +406 +1.9 0,692 10.4 +1,034 +5|0
Crew expenses 6,009 p.7 5,707 2.8 4302 H5.3 5,547 2. +462 +8J3
Aircraft maintenance and

overhaul costs 13,447 .0 12,600 6.1 +847 +6.7 11,288 5.1 +2,159 +19|1
Depreciation and

amortization expenses 20,025 8.9 20,524 9.9 -499 -2.4 0,422 10. -404 -2J0
Lease of aircraft and

spare parts 4,699 2.1 4,552 2.2 +147 +3.2 3|683 1.9 +1,016 +27|6
Inventories and supplies 9,625 4.3 9,530 4.6 +95 +1.0 69,41 4.7 +20D +212
Selling and advertising

expenses 9,496 4.2 6,833 3.3 +2/663 +39.0 6,539 3. +2,957 +45(2
Insurance expenses 628 0.3 893 0.4 -265 29.7 760 0.4 -132 -1714
Other operating expenses| 9,042 4.4 8,741 4.2 +1,201 +13.78,245 4.1 +1,697 +20{6
Total Operating

Expenses 209,232 93.2 202,967 98.3 +6,265 +r3.1 195631 98.4 +13,601 +7.0
Impairment loss of

assets and aircraft 5,426 2.4 771 0.4 +4,655 +603.8 771 0.4 +4,655 +603.8
Loss on foreign currency

exchange 3,895 1.7 (3,213) 4.5 +7/108  +2p1.2 (3212) -1.6 +7,107  +221|3
Financial cost 6,057 27 5,836 2.8 +221 +3.8 5,836 2.9 +2211 +318
Share of profits of

associates (836) -0.4 (363) D.2 473 -1B0.3 611) -0.3 -225 -36l8
Other expenses 760 .4 428 0.2 +332 +/77.6 428 0.2 +332 +77{6
Total Expenses 224,534 1000 206,426 100.0 +18,108 t+8.8 8,843 100.0 +25,691 +12{9
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Total operating expensesamounted to THB 209,232 million which was THB X&lamillion
or 7.0% higher than last year. Significant changfesxpenses for this year include:

- Fuel and oil expense amounted to THB 80,525 om]li35.9% of total expenses, was THB
3,044 or 3.9% higher with an increase in productwimch caused the higher volume of fuel
consumption by 5.2%. Average jet fuel price was¥3.lbwer than the same period last year;
moreover, the stronger Thai Baht further benefitl@dAl lowering fuel cost in baht terms.
Compensation from fuel hedging during the perio@léml THB 1,885 million, THB 1,879 million
lower than last year.

- Employee benefits expensesonsisting of personnel expense, employee benefits,
management benefits and board of directors’ benafitounted to THB 33,109 million, which was an
increase of THB 1,559 million or 4.9% over lastys®inly due to the increment in employee benefits
obligation, annual staff salary, higher overtimey mand holiday work, and a higher number of
outsourced expense as compared to last year. Tinaaey were caused by the increase of production,
Government’s minimum wage policy and shortage ¢$awrced staff. Other items contributing to the
rise in employee benefits include increase in @®femal license fee for the Technical Department to
ensure compliance with international standards.

- Flight related expenses consisted of flight menexpenses and crew expenses totaled THB
27,736 million, an increase of THB 1,496 million®i7% due to the increase in production.

- Depreciation and amortization expenses totalld& 20,025 million, a decrease of THB 404
million or 2.0% since THAI took delivery of 5 newreatft this year (own aircraft and aircraft under
finance lease); however, the change of estimafteluge of the aircraft and engines from 15 togéars
decreasing the depreciation expense by THB 2,51@mi

- Maintenance and overhaul costs totaled THB 13@dlfon, an increase of THB 2,159
million or 19.1% due to an increase in average otrepaired engine and maturity of spare parntks an
engines maintenance which was higher than the panad last year

- Selling and advertising expenses totaled THB ®,48llion, an increase of THB 2,957
million or 45.2% due to the increase of sellingenge, amount of THB 2,533 million resulting frore th
implementation of a new passenger revenue accgusysiem mentioned above. (see also Passenger and
excess baggage revenue) The reservation experreased THB 270 million due to the increase in
number of passenger and revenue.

- Lease of aircraft and spare parts totaled THB%, Gillion, an increase of THB 1,016
million or 27.6% due to the greater number of aftcunder operating lease totaled 7 aircratft.

- Other operating expenses consisted of inventosgrance and other expenses totaled THB
20,195 million, an increase of THB 1,774 million©6%.

Impairment loss of aircraft and assetstotaled THB 5,426 million, an increase of THB 465
million or 603.8% as the following details:

- Impairment loss of aircraft was THB 5,092 millioFiiB 4,911million higher than last year,
due to the provision for impairment loss of 11 @ftincluding 4 Airbus A340-500 aircraft, 3 Airbus
A300-600 aircraft, and 4 Boeing B737-400 aircralfierr compared to last year’ where were 2 aircratft.
Most of such expenses was from Airbus A340-50Q.flee
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- Impairment loss of assets was THB 334 million, TRES million or 43.4% lower than last
year, due to lower reserved for damaged rotableegmarts and could not be repaired decreased from
last year.

Loss on foreign currency exchangef THAI and its subsidiaries totaled THB 3,895 lroi
which consists of realizing foreign currency gafnTéiB 1,961 million resulting from active natural
hedging to mitigate the impact from foreign curnerfluctuation and the unrealized loss portion
totaling THB 5,856 million resulting from the trdason of the Company’s outstanding foreign
currency loans into Baht terms at the end of theoge

Finance costamounted to THB 6,057 million, an increase of TR million or 3.8% since the
increase of long-term liabilities (including lialtiés under finance lease, long-term borrowing, and
debentures) which increased from the same pergidyar by THB 17,665 million even THAI has
been able to raise cheaper cost of funds sincageénterest rate was lower than last year.

Share of profits of associateamounted to THB 836 million. Details as follow:

- Nok Airlines PCL’s amount of THB 489 million. #hould be noted that last year, Nok
Airlines PLC was recognized as a subsidiary commdriyHAL.

- Bangkok Aviation Fuel Services PCL’s amount &fB'189 million, an increase of THB
28 million,

- Phuket Air Catering Ltd.’s amount of THB 85 nuh, an increase of THB 33 million,

- Royal Orchid Hotel (Thailand) PCL’'s amount of BF38 million a decrease of THB 110
million,

- Donmuang International Airport Hotel Ltd.’s amowitTHB 22 million, while last year
reported profit of THB 0.24 million, and

- Suvarnabhumi Airport Hotel Ltd.’s amount of THB! million, an increase of THB 12
million.

Other expensestotaled THB 760 million, an increase of THB 332 lmil, mostly due to
provision for obsolescence of aircraft spare padseased from the previous year, THB 353 millifam,
the Antitrust which set aside in fiscal year 2008 &as revised it down so the results considehag t
occur periodically balances at year-end 2012 totdB 769 million that, this year , THAI has cut
another THB 372 million to THB 397 million to spafgee also detailed in the notes to the financial
statements 5.17.6).

Net income tax expenses(revenue)

Net income tax revenue of Thai Airways InternatloR€L. and its subsidiaries amounted to
THB 929 million, compared to last year where’s gguaed as expense amounted to THB 578 million.
The main reasons were mainly from the impact afngiog deferred income from the recognition of an
impairment loss of assets and the benefit from gim@motion certificate for the investment of air
transport aircraft which reduced tax burden.

Net Profit(Loss)

Net loss amounted to THB 12,000 million or net loswrgin of 5.82% which consisted of loss
attributable to owners of the parent amounted tdBTER,047 million and profit attributed non-
controlling interests amounted to THB 47 million eshcompared to last year where THAI and its
subsidiaries reported profit of THB 6,297 milliona3.11% net profit margin.



3. Financial Position and Liquidity

Capital Expenditures

Capital expenditures for 2013 totaled THB 38,083liom, a decrease of THB 2,488 million
from last year where THAI took delivery of 5 newmwircraft and aircraft under finance lease while
6 new aircraft were added to the fleet last yeapit@al expenditures for this year mainly were
prepayments for acquiring aircraft and engineslliiogaTHB 30,556 million for aircraft and engines
delivered from 2014-2018 as well as investmentiflight equipment consisted of current aircraft
and new aircraft, including the cabin reconfiguatprograms with a total investment value of THB
6,017 million. Other fixed assets amounted to THELS million. Details as follows:

Jan - Dec
Unit : Million Baht
2013 2012
Aircraft and aircraft spare parts 36,573 39,956
Non-Aircraft 1,515 620
Total 38,088 40,576

Financing

In 2013 THAI financed based on financing plans $e as its working capital, amount of THB
31,762 million as the following details

1) acquired long-term funding, amount of EUR 294liom, using aircraft as collateral to
finance its new 2 Airbus A330-300 and 1 Airbus A380 aircraft,

2) sought a 17-year USD 500 million loan facilitprh the Ministry of Finance to finance its 2
Airbus A380-800 aircraft

3) issued THB 9,000 million in new debentures foresting in various assets and repaying the
loan with a higher cost in order to reduce therfgial burden

4) sought USD 200 million loan facility from a dostie financial institution to be used as
repayment for outstanding obligations on the 3 B&rA340-500 aircraft.

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

Unit : Million Baht Consolidated The Company
2013 2012 2013 2012

Net cash from operating activities 25,734 31,163 25,583 30,224
Net cash used in investing activities (27,220) (14,764) (27,011) (14,441)
Net cash used in financing activities (7,363) (12,426) (7,228 (12,080
Effect from changing in exchange rate on cash asH ¢

equivalents increase (decrease) 559 (591) 559 (591)
Increase(decreases) in cash and cash equivalents (8,290) 3,38: (8,092) 3,112
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Cash and cash equivalents for the year ended Dexe3ttb2013 totaled THB 11,758 million, a
decreased of THB 8,290 million from December 311 2fainly due to cash from operations totaling
THB 25,734 million which was THB 5,429 million lowdhan last year. Cash used in investing
activities totaled THB 27,220 million, increased BH2,456 million compared to last year. Cash from
financing activities totaled THB 7,363 million deased THB 5,063 million.

Fleet

In 2013, THAI took delivery of total 17 aircraft wdin consisted of THAI's own aircraft: 2
Airbus A380-800 aircraft, aircraft under financeade: 2 Airbus A330-300 and 1 Airbus A380-800
aircraft, and operating lease aircraft: 6 Boeing7BB00OER and 6 Airbus A320-200 aircraft,
respectively. THAI also decommissioned 2 Boeing B480, 5 Boeing B777-300ER, 2 Airbus A300-
600, and 1 Airbus A330-300 aircraft that has beamaled from skidding off the runway after
landing at Suvarnabhumi Airport on September 832 above aircraft movement puts THAI's net
active aircraft fleet at 100. (As of December 3012, THAI had 95 active aircraft)

Fleet details are as follow

Number of Aircraft in Services
Aircraft type Aircraft Owned Financial Lease Operating Lease Variance from | New(+)/Decom(-)
As at Dec 31,2013
Dec 31, 2012 2014

Boeing 747-400 16 14 2 - 12 2
Boeing 777-300 6 6 - - 6
Boeing 777-200ER 6 - 6 - 6
Boeing 777-200 8 6 - 2 8
Boeing 737-400 9 6 - 3 5 -3
Boeing 777-300ER 9 - - 9 D 8 +1 +3
Boeing 787-8 +4
Airbus 340-600 6 - 6 - 6
Airbus 340-500 4 4
Airbus 330-300 27 10 ? 15 2 26 +1 5
Airbus 320-200 10 - - 10 10 +6 +7
Airbus 380-800 6 2 4 - 6 +3
Airbus 300-600R 9 9 - - 5 -4 -5
ATR 72 2 2
Freighter aircraft

Boeing 747-400 2 2 - - 2

Total 120 61 33 26 100 +5 +1

Remarks : 1) Included 1 Boeing B777-300ER aircrafpirgxof operating lease
2) Included 1 Airbus A330-300caift grounded and pending for damage inspection
3) 20 decommissioned aircraft owned by THAd &eld for sales

According to THAI's fleet development program, aaft delivery commitments are as
follows:

- Obligation to purchase 15 aircraft expectedwdeli during the year 2014 — 2022 which
consists of 5 Airbus A320-200, 4 Airbus A350-900BWANnd 6 Boeing B777-300ER aircraft worth a
total of THB 49,432 million

- Lease obligations and commitment fees for 26raipey lease aircraft which are now in
service and 21 aircraft which have not been scleeldfar delivery totaling THB 158,762 million. The
lease terms of 47 operating lease aircraft willdvehe period between 2014-2029.
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Assetsof Thai Airways International PCL. and its subsidiaries

As of December 31, 2013, total assets were THBO®E%/ million, an increase of THB 2,989
million or 1.0% from as at December 31, 2012.

Consolidated The Company
Dec 31, 2013 Dec 31, 2012 Dec 31, 2013 Dec 31, 2012
% of % of % of % of
MTHB Total MTHB Total MTHB Total MTHB Total
Assets Assets Assets Assets
Current assets
Cash and cash equivalents 11,758 3.8 20,048 6.6 11,650 38 19,742 6.6
Non-current assets classified as

held for sale 7,197 2.3 7,430 2.4 7,197 2|4 7,430 25
Other current assets 39,530 12.9 44,133 14.% 39,749 13.1 42,185 14.1
Current Assets 58,485 19.0 71,611 235 58,596 19.3 69,357 23.2

Property, plant and equipment
Prepaid aircraft and spare enging 17,986 5.8 61177, 5.8 17,984 5.9 17,617 5.9
Aircraft 64,091 20.9 51,661 17.4 64,091 211 51,661 17.3
Aircraft under finance leases 124,091 40.4 122,70 40.4 124,001 40.9 122/707 41.0
Aircraft spare parts 12,504 4.1 12,506 4.1 12,504 41 12,506 4.2
Work in process 1,113 0.4 2,488 0. 1,113 0|4 2,488 0.8
Land, building and improvements 6,711 2.2 7,020 2.3 6,711 2/2 7000 2.3
Other plant and equipment 4,953 1.6 4,569 1.5 4,945 1|6 4,479 1.5
Property, plant and equipment-net| 231,449 75.4 218,568 719 231,441 76.2 218,478 73.0
Other non-current assets 17,151 5.6 13,917 4.6 13,639 4.5 11,521 3.8
Total Assets 307,085 100.0 304,096 100.0 303,676 100.0 299,356 100.0

Current assets were THB 58,485 million or accouritedl9.0% of total assets, a decrease of
THB 13,126 million from as of December 31, 2012e Thain reason was

- adecrease in cash and cash equivalents of THE 8lion, mainly from investing in
fixed assets and taking delivery of and repayingaade payment of the aircraft, the amount of up to
THB 28,803 million, while net financing was only BH7,363 million. Moreover, cash from
operations was less than a previous year sinceatpgrexpenses was higher than income from
operations.

- a decrease in trade receivables of THB 2,098 miliiwainly from the diminished sales
during the forth quarter of 2013 when comparedagt yyear. It should be noted that this year THAI
has been able to better manage faster collectiandoby speeding up from 31 days in 2012 to 29
days this year.

Comparison between trade receivables as of Dece@ihet013 and 2012 classified by
aging period as the following details



Consolidates The Company

Dec 31, 2013 | Dec 31, 2012 Dec 31, 2013 Dec 31, 2012

Aging Periods:
Not over 6 months 13,512 15,526 13,474 15,464
Over 6 months to 1 year 358 398 355 398
Over 1 year to 2 years 350 157 350 157
Over 2 years 1,309 1,451 1,285 1,426
Total 15,529 17,531 15,466 17,447
Less Allowance for doubtful account (1,889) (1,793 (1,86B) @sy
Trade receivables - net 13,640 15,738 13,603 15,679

Trade receivables, not government agencies and stdaerprises, are set an allowance
for doubtful accounts by analyzing a payment histord connection data together with aging analysis
of each trade receivables as a criteria. The tatoveen trade receivables aging over 6 months and
allowance for doubtful account was 94.0% Thus, TH#s confidence in its adequacy of the
allowance for doubtful accounts.

Property, plant and equipment-net totaled THB 284 illion or represented 75.4 % of total
assets, which saw an increase of THB 12,881 mitho5.9% from December 31, 2012 resulting from
the increase in the number of aircraft and airanatter finance lease, totaled 5 aircraft. Thereevie
decommissioned aircraft transferred to non-curassets classified as held for sales this year.

Non-current assets totaled THB 17,151 million opresented 5.6% of total assets, which
increased THB 3,234 million from as of DecemberZ11.2 resulting from

- the change in position of Nok Air from a subsiglito an associated company. Hence, the
investments in associated company increased THB83illion. Goodwill, recorded in the first
guarter last year was lower by THB 1,391 milliofhe intangible assets decreased THB 559 million.

- Other non-current assets increased THB 774 milbloe to the increase of deferred
charges, amount of THB 658 million, from loan gude® fee aircraft: A380-800 and A330-300
aircraft

- Deferred tax assets increased by THB 775 militi@inly due to the recording of deferred
tax assets from the increase of impairment, amoLUmHB 781 million.

Return on assets of 2013 was -2.25% lower thanykeat's 4.48% due to the impairment of
aircraft consisted of 3 Airbus A300-600 aircrafdah Airbus A340-500 aircraft, and 4 Boeing B737-
400 aircraft the total amount was THB 5,092 millidinless excluded such expense, return on assets
would be -0.58% which is still lower than the saperiod last year due to the great number of
delivered aircraft this year. However, it is ureah effectively increase revenue to retain speitiadl w
the assets growth and last year THAI earned gaiacgpisition of subsidiary and consolidated Nok
Airline PCL’s financial statement.

Liabilities of Thai Airways International PCL. and its subsidiaries

Total liabilities as of December 31, 2013 totalddBT250,166 million, which was an increase of
THB 15,888 million or 6.8% from as of December 20]12. These comprise of:



Consolidated The Company
Dec 31, 2013 Dec 31, 2012 Dec 31, 2013 Dec 31, 2012
% of % of % of % of
MTHB Total MTHB Total MTHB Total MTHB Total
Liabilities Liabilities Liabilities Liabilities
Current liabilities (including current|
Portion of long-term liabilities) 82,369 32|9 2,883 35.3 83,155 33.1 81,63p 35{0
Long-term liabilities
Debentures 37,400 15.0 32,120 137 37,400 14.9 32,120 13|8
Liabilities under financial leases 63,319 25.3 61,611 26.3 63,319 25.2 61,6111 26|14
Long term borrowings 50,831 20.3 41,011 175 50,831 20.3 41,011 17(6
Total long-term liabilities 151,550 60.6| 134,74p 57.5| 151,550 60.4 134,742 57.8
Other non-current liabilities 16,247 6.5 16,853 7.2 16,211 6.5 16,738 72
Total Liabilities 250,166 100.0| 234,278 100.0| 250,916 100.0| 233,112 100.0

The increase in liabilities was primarily a resafiiong-term liabilities as of December 31, 2013
(including liabilities under finance lease, longreborrowings, and debentures) amounted to THB
151,550 million or represented 60.6% of total lidles, which was an increase of THB 16,808
million from December 31, 2012. Consequently, nesé bearing debt to equity increased from 2.27
times from the end of last year to 3.10 times atethd of this year. In 2013, THAI obtained a tatal
THB 31,762 million in long-term financing , (Als@s page 10 for details) while current liabilities a
of December 31, 2013 were THB 82,369 million orresented 32.9% of total liabilities which was
similar to the previous year.

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

As of December 31, 2013, shareholders’ equity ¢éotdiHB 56,919 million, a decrease of THB
12,899 million from December 31, 2012 due to lossfoperations. A dividend payment was made to
shareholders totaling THB 1,226 million in 2013 dhd effect of losing control in Nok Airlines PCL.,
decreased THAI's equity by THB 721 million. Morewythe gain on actuarial estimates for employee
benefit obligations amounted THB 1,306 million. Gequently, return on equity for 2013 decreased
from 9.76 last year to -19.04 this year.

4.  Factors affecting future operatios

World economy forecast in 2014 is projected to emimprovement in numerous countries
due to economic stimulus packages such as USA,aCind Japan. Meanwhile, the economy of the
European Union, which has probably passed the vetrsition already, was expected to be back on
track and started to expand once again. Howelierpolitical opposition in many countries both
domestically and internationally might have a diiegpact on the economy in 2014. Also, sharpened
competition in the aviation business, the exchaage fluctuations, and higher production costs are
the key risk factors that may affect the operatioh§HAL.

The impact of the political turmoil in the countiyat lasted from the end of 2013 is expected to
affect the confidence of investors and touristsdeel into the country in 1Q2014 more severe tinan
4Q2013. Moreover, the results of the latest €lagislation tour edition, effective from Octolder
2013, reduced the number of Chinese tourists in0D4Q2oticeably and was estimated to continue to
drop in the beginning of 2014, especially ChinessvNVear, where normally the spectacular number
of Chinese traveler normally came to Thailand felebration. The significant impact clearly
demonstrated that the number of foreign visitorthefirst 9 months of 2013 was up to 23.2 % from
2012, but fourth quarter, tourist arrivals incraehseerely 10.7 percent from 2012. To mitigate the
impact which expected to occur during the 1Q20td,High season period, and the 2Q2014, the low
season period, THAI planed to reduce number ohffigo suit the market demand while focus on
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revenue increasing from Business units and otheillary revenues along with intensive cost
management program.  Nevertheless, the Departaiefaurism . Ministry of Tourism and Sports

also predicted that the number of tourists in 2@dlincrease by about 13.0%. THAI has high hope
that the situation would be recovered since the@@@2nward.

According to those events which directly impacf€dAI's performance and competition
becoming more intense, this year THAI preparesShategic plan 2014 in line with the internal
situation by implementing the enhancing plan tol eeth the brutal competition, especially in Asia-
Pacific region and reorganizing the structure ofATHchanges in corporate culture to be able to
conduct business in a sustainable manner undevanafale factors. This concentrates on routing and
guidance in the development of products and sesvigeaccordance with the particular groups of
customers’ satisfaction. Changing work processeasder to optimize and control costs in the action
as well as improving the management of human ressuand the organizational structure to be able
to respond quickly to changes in business. THAoaplans to improve communication both
internally and externally in order to get the imf@tion correctly and timely.

In 2014, THAI plans to take delivery of 14 aird¢rabnsists of 3 Boeing B777-300ER, 7 Airbus
A320-200, and 4 Boeing B787-8 aircraft. The B78&8uite a remarkable aircraft with lighter
weight and fuel-saving ability up to 25% when coneplto the other types of aircraft. THAI has
schedule to continually decommission aging airaafl operating lease aircraft which their contracts
were expired totaled 13 aircraft: 5 Airbus A330-3@d 5 Airbus A300-600 aircraft and 3 Boeing
B737-400 aircratft.

THAI has a financing plan by finance lease anadhthging aircraft as collateral to finance for 5
aircraft delivered in 2014 and expect to issue adolHB 15,000 million new debentures during 2014
for working capital and investing in various assatsl repaying maturity debentures and loan with a
higher cost in order to reduce the financial burdéne new set of debenture will be offered in
February 2014, amount of THB 3,200 million.

For financial risk management THAI stands by thedit facilities and utilization of committed
revolving credit line in the amount of approximgt&HB 20,000 million and uncommitted credit line
about THB 10,000 million to support economic flutions. Also, THAI has constant foreign
exchange risk management plan in major currenaiescansiders the hedging interest rate in line
with economic conditions.

THAISmile Airways Limited will begin to operate dar its own airline code in 3Q2014 by
using 10 Airbus A320-200 aircraft, sublease aitdr@im THAI, and 7 additional aircraft delivered in
2014. Its routes consists of domestic routes batvigangkok and these cities which are Chiang Mai,
Chiang Rai, Phuket, Krabi, Surat Thani, Hat Yai,oblRatchathani, Udon Thani, and Khon Kaen,
secondary domestic routes between Chiang Mai agskthities which are Phuket and Udon Thani,
and international routes which are Macau, Xiamempr@ging, Changsha, Rangoon, Mandalay, Ho
Chi Minh City, Hanoi, Luang Prabang, Phnom PenimaRg, New Delhi, Calcutta, and, Colombo.



5. Financial Ratios

Consolidated The Company

2013 2012 2013 2012
Liquidity Ratio
Current Ratio (times) 1.58 2.05 1.55 2.02
Profitability Ratio
Operating Profit (loss) Margin % (1.40) 2.94 (1.48) 2.78
Net Profit (loss) Margin % (5.82) 3.11 (6.52 2.20
Return on Equity % (19.04) 9.76 (22.58 6.92
Efficiency Ratio
Return on Total Assets % (2.25) 4.48 (2.77) 3.77
Financial Policy Ratio
Interest Bearing Debt to Equity (times) 3.10 2.27 3.34| 240
Interest Coverage Ratio (times) 3.71 5.32 3.47 4.93

GLOSSARY

EBITDA = Total Revenue - Total Expenses(exclude finareat, tax, depreciation and
amortization, gao$ on foreign currency and impairment loss oftass®d aircraft)

EBITDA MARGIN = EDITDA/ Total operating revenue

Current Ratio = Current Assets / Current Liabilities (Excludi@grrent Portion of Long-Term
Liabilities and Unearned Transportation Revenues)

Operating Profit Margin = (Total Operating revenue — Operating expenJexHl
Qaking revenue

Net Profit Margin = Net Profit / Total Operating revenue

Return on Equity = Net Profit / Average Shareholders’ Equity

Return on Total Assets= Profit before interest and tax/ Average totseds

Interest Bearing Debt to Equity = (Short-term Loan + Long-term Loan including @nt
portion of Long-term Loan within 1 year) /

Shareholders’ Equity

Interest Coverage ratio= EBITDA/interest



