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Independent Auditor’'s Report
To the Shareholders of TSFC Securities Public Company Limited

Opinion

| have audited the accompanying financial statements of TSFC Securities Public Company Limited
{the Company), which comprise the statement of financial position as at 31 December 2016, and
the related statements of comprehensive income, changes in owners’ equity and cash flows for
the year then ended, and notes to the financial statements, including a summary of significant

accounting policies.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of TSFC Securities Public Company Limited as at 31 December 2018, its
financial performance and cash flows for the year then ended in accordance with Thai Financial

Reporting Standards.

Basis for Opinion

| conducted my audit in accordance with Thai Standards on Auditing. My respensibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of my report. [ am independent of the Company in accordance with
the Code of Ethics for Professional Accountants as issued by the Federation of Accounting
Professions under the Royal Patronage of His Majesty the King as relevant to my audit of the
financial statements, and | have fulfilled my other ethical responsibilities in accordance with the
Code. | believe that the audit evidence | have obtained is sufficient and appropriate to provide a

basis for my opinion.

Key Audit Matters

Key audit matiers are those matters that, in my professional judgement, were of most significance
in my audit of the financial statements of the current period. These matters were addressed in the
context of my audit of the financial statements as a whole, and in forming my opinion thereon, and

| do not provide a separate opinion on these matters.
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| have fulfilled the responsibilities described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of my report, including in relation to these matters. Accordingly, my
audit included the performance of procedures designed to respond to my assessment of the risks
of material misstatement of the financial statements. The results of my audit procedures, including
the procedures performed to address the matters below, provide the basis for my audit opinion on

the accompanying financial statements as a whole.

Key audit matters and how audit procedures respond for each matter are described below.

Revenue from interest on margin loans

The Company's revenues mainly consisted of interest on margin loans, which amounted to Baht
187 million for the year ended 31 December 20186, representing 91% of the Company’s total
revenue. The Company charges interest on margin loans at fixed interest rates that are adjusted
periodically based on market conditions and competitive environment. Because of the size and
volume of transactions, the number of customers, and the recognition of revenue from interest on
margin loans relying primarily on data processed by information systems, | addressed the

measurement and occurrence of interest on margin loans as key audit matter.

The audit procedures | performed were to assess and test, on a sampling basis, the Company's
internal controls relevant to margin loans and recognition of interest on margin loans, including
computer-based controls relevant to the calculation of interest on margin loans. | also tested, on a
sampling basis, interest rates, calculation and account recording. In addition, | performed
analytical procedures on interest on margin loans and examined, on a sampling basis, material

manual adjustments via journal vouchers.

Allowance for doubtful accounts for loans to financial institutions and securities business

receivables

As discussed in Note 4.7 to the financial statements, the allowance for doubtful accounts is
determined through consideration of specific reviews, collection risk and the value of the
collateral. For credit balance transactions, the Company has policies regarding the collateral to be
placed, with the value of collateral placed dependent on the type of transaction, type of securities
and credit limit, among other factors. The estimation of allowance for doubtful accounts is
significant because of the number of the customers and the significance of the amount of the
receivables to the Company’s financial statements, Therefore, | addressed the adequacy of
allowance for doubtful accounts for such receivables as a key audit matter.
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| have performed audit procedures on the allowance for doubtful accounts as follows:

» [ assessed, and tested on a sampling basis, the Company's internal controls relevant to
the calculation of allowance for doubtful debts and the recording of allowance for doubtful
accounts. | also assessed the methods applied by the Company to the determination and
calculation of the allowance, and compared the company’s policy with regulatory
requirements. Moreover, | tested certain controls over the computer-based controls
relevant to the status of account receivables, the calculation of the collateral value and the

revaluation adjustments made to the fair values of collateral.

* | examined the allowance for doubtful accounts as at the period-end date by testing the
completeness of the data used in the calculation of allowance for doubtful accounts,
testing on a sampling basis the status of outstanding debts, the valuation of collateral
items, collections of debt after the period-end date, the correctness of the debt
classification and the calculation of the allowance.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Thai Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are

free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting

process.

Auditor's Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes my opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with Thai Standards on Auditing will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.
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As part of an audit in accordance with Thai Standards on Auditing, | exercise professional

judgement and maintain professional skepticism throughout the audit. | also:

Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

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

expressing an opinion on the effectiveness of the Company's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists refated to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concern. If | conclude that a material uncertainty exists, I am
required to draw attention in my auditor's report o the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions
are based on the audit evidence obtained up to the date of my auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going

concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in

internal control that | identify during my audit.
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From the matters communicated with those charged with governance, | determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. | describe these matters in my auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
| determine that a matter should not be communicated in my report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits

of such communication.

The engagement partner on the audit resulting in this independent auditor's report is
Miss Sumana Punpongsanon.

Sumana Punpongsanon
Certified Public Accountant (Thailand} No. 5872

EY Office Limited
Bangkok: 20 February 2017
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TSFC Securities Public Company Limited
Statement of financial position

As at 31 December 2016

Assets

Cash and cash equivalents

Deposits at financial institutions - net
Loans to financial institutions - net
Receivables from Clearing House
Securities business receivables - net
Investments - net

Equipment - net

Intangible assets - net

Receivables from sales of investments
Deferred tax assets

Other assets

Total assets

24
15

016

647,215
346,552,397
31,470,534
2,657,576,828
117,932,091
5,356,526
9,722,591
1,127
10,936,713
5,501,022

(Unit: Baht)
2015

2,893,745
346,500,000
40,102,071
2,382,427,515
113,233,207
1,652,210
14,698,989
1,127
12,178,967
5,811,439

3,185,697,044

2,919,399,270

The accempanying notes are an integral part of the figgncial statements.
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TSFC Securities Public Company Limited

Statement of financial position (continued)

As at 31 December 2016

{Unit: Baht)
Note 2016 2015
Liabilities and owners’ equity
Liabilities
Borrowings from financial institutions 16 1,257,683,838 1,143,097,565
Payables to Clearing House 17 98,858,737 -
Securities business payables 18 161,297,636 76,183,345
Provisions for long-term employee benefits 26.2 12,698,916 12,947,326
Other liabilities 19 20,910,222 21,493,723
Total liabilities 1,651,449,349 1,253,721,959
Owners' equity
Share capital
Registered
154,912,584 ordinary shares of Baht 10 each 1,649,125,840 1,549,125,840
Issued and paid-up
154,912,584 ordinary shares of Baht 10 each 1,549,125,840 1,649,125,840
Retained earnings
Appropriated
Statutory reserve 20 17,934,270 15,632,975
Unappropriated 67,120,417 100,922,098
Other components of owners' equity 12.3 (2,832) (3,602)
Total owners' equity 1,634,247,695 1,665,677,311
Total liabilities and owners' equity 3,185,697,044 2,919,399,270

The accompanying notes are an integral part of the financial statements.
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TSFC Securities Public Company Limited
Statement of comprehensive income
For the year ended 31 December 2016

=
=]
=
L]

Revenues
Fees and services income 22
Gain on securities 12.4
Interest and dividend
Interest on margin loans
Other income
Total revenues
Expenses
Finance costs
Fees and services expenses
Operating expenses
Personnel expenses
Premises and equipment expenses
Directors' remuneration
Tax expenses
Other expenses
Bad debt and doubtful accounts (reversal) 11
Total expenses
Profit before income tax
Tax income (expenses) 24
Profit for the year

Other comprehensive income
Other comprehensive income lo be reclassified

fo profit or loss in subsequent periods
Gain (loss) on re-measuring available-for-sale investments 12.3
Less: Income tax effect 12.3, 24
Other comprehensive income to be reclassified

to profit or loss in subsequent periods - net of income tax

Other comprehensive income not to be reclassified

to profit or loss in subsequent periods
Actuarial losses 26.2
Less: Income tax effect 24
Other comprehensive income not to be reclassified

to profit or loss in subsequent periods - net of income tax
Other comprehensive income for the year

Total comprehensive income for the year

Basic earnings per share 25

Profit for the year

The accompanying notes are an integral part of the finan nts.

ﬂ/‘%._ym TSEC

(Unit; Baht)
016 2015

422,671 391,653
3,429 176,739
14,868,049 8,108,123
166,785,625 216,001,477
856,214 ;
182,035,988 224.677.992
30,182,490 50,740,667
1,844,251 1,551,210
54,576,990 57,160,514
17,957,190 17,396,823
2,686,750 2,809,750
5,563,322 7,238,238
13,021 494 28,581,353
(647 ,488) 2,631,334
125,184,999 168,109,889
57,750,989 56,568,103
(11,725,083) 485,021
46,025,906 57.053.124
962 (9.522)

(192) 1,004
770 (7.618)
. (1,979,602)

; 395,920
/ - (1,583,682)
770 (1.591,300)
46,026,676 55,461,824
0.30 0.37
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TSFC Securities Public Company Limited
Statement of cash flows

For the year ended 31 December 2016

Cash flows from operating activities

Profit before tax

Adjustments to reconcile profit before tax to net cash
provided by (paid from} operating activities:
Depreciation and amortisation
Bad debts and doubtful accounts (reversal)
Gain on trading in securities
Loss (gain) on disposal and write-off equipments
Interest and dividend income
Interest on margin loans
Finance costs

Long-term employee beneﬁts expenses

57,750,988

6,370,944
(647,488)
(3,429)
(811,254)
(14,868,049)
(166,785,625)

30,182,490

2,696,750

(Unit: Baht)
2015

56,568,103

20,356,148
2,631,334
(176,739)
358
(8,108,123)
(216,001,477)
50,740,667
2,562,871

lLoss from operating activities before changes in
operating assets and liabilities

(Increase) decrease in operating assets
Loans to financial institutions
Receivables from Clearing House
Securities business receivables
Investments
Other assets

Increase (decrease) in operating liabilities
Borrowings from financial institutions
Payables to Clearing House
Securities business payables
Cash paid for long-term employee benefits
Other liabilities

(86,114,672)

(91,426,858)

Net cash flows from operating activities
Cash received from interest income
Cash paid for interest expenses

Cash paid for corporate income tax

Net cash flows from operating activities

427,717 (259,985,710)
8,631,537 (29,047,411)
(108,143,918) 541,626,398
(4,697,921) (110,294,879)
203,019 (354,102)
114,586,273 (14,927,203)
98,858,737 (12,351,132)
85,114,291 50,998,829
(2,945,160) (3,660,000)
(351,246) 2,943 660
105,568,657 73,521,592
10,958,321 7,212,143
(30,376,668) (50,483,475)
(10,668,844) (5,766,534)
75,481,466 24,483,726

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



TSFC Securities Public Company Limited
Statement of cash flows (continued)
For the year ended 31 December 2016

Cash flows from investing activities

Cash paid for purchases of available-for-sale securities
Proceeds on disposal of available-for-sale securities
Cash received from dividends

Cash received from interest on investments

Cash received from disposal of equipments

Cash paid for purchases of equipments

Cash paid for purchases of intangible assets

Net cash flows used in investing activities

Cash flows from financing activities

Dividends paid

Cash paid for liabilities under finance lease agreement

Net cash flows used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (Note 6)

Supplement cash flows information

Non-cash items

Decrease in payable from purchases of intangible assets

Purchases of assets under finance lease agreement

Gain (loss) on re-measuring availiable-for-sale investments

Actuarial losses

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

2018

(110,000,000)

(Unit: Baht)
2015

(813,000,000)

110,003,429 813,173,026
1,500 .
3,963,228 976,856
812,148 -
(3,162,836) (12,530)
(1,681,484) (1,397,688)
(64,015) (260,336)
(77,456,292) (23,236,888)
(207,689) -
(77,663,981) (23,236,888)
(2,248,530) 986,502
2,893,745 1,907,243
847,215 2,893,745
1,524,750 1,397,688
1,880,186 -
962 (9,522)

- 1,979,602



TSFC Securities Public Company Limited
Notes to financial statements
For the year ended 31 December 2016

1. General information

TSFC Securities Public Company Limited (hereinafter referred to as “the Company”) is
a public company incorporated and domiciled in Thailand. The Company is principally
engaged in securities business and has two business licenses to engage in granting
credits to securities business and securities borrowing and lending business. Its
registered address is located at No. 898, Ploenchit Tower, 10th Floor, Ploenchit Road,

Lumpini, Patumwan, Bangkok.
2. Basis of preparation

The financial statements have been prepared in accordance with Thai Financial
Reporting Standards enunciated under the Accounting Profession Act. B.E. 2547, and
in accordance with Notification of the Office of the Securities and Exchange

Commission.

The presentation of the financial statements has been made in compliance with the
stipulations of the Notification of the Office of the Securities and Exchange
Commission relating to the format of the financial statements of securities companies
No. Sor Thor/Khor/Nor. 53/25563 dated 15 December 2010.

The financial statements in Thai language are the official statutory financial statements
of the Company. The financial statements in English language have been translated

from the Thai language financial statements.

The financial statements have been prepared on a historical cost basis except where

otherwise disclosed in the accounting policies.
3. New financial reporting standards
(a) Financial reporting standards that became effective in the current year

During the year, the Company has adopted the revised (revised 2015) and new
financial reporting standards and accounting treatment guidance issued by the
Federation of Accounting Professions which become effective for fiscal years
beginning on or after 1 January 2016. These financial reporting standards were aimed
at alignment with the corresponding International Financial Reporting Standards, with
most of the changes directed towards revision of wording and terminology, and
provision of interpretations and accounting guidance to users of standards. The
adoption of these financial reporting standards does not have any significant impact on

the Company’s financial statements.
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(b} Financial reporting standard that will become effective in the future

During the current year, the Federation of Accounting Professions issued a number of
the revised financial reporting standards and interpretations (revised 2016) and new
accounting treatment guidance which is effective for fiscal years beginning on or after
1 January 2017. These financial reporting standards were aimed at alignment with the
corresponding International Financial Reporting Standards witr; most of the changes
directed towards revision of wording and terminology, and provision of interpretations

and accounting guidance to users of standards.

The management of the Company believe that the revised financial reporting standards
and interpretations and new accounting treatment guidance will not have any
significant impact on the financial statements when they are initially applied.

Significant accounting policies
Revenue and expenses recognition

a) Revenue recognition

The Company recognises interest income on lecans and receivables on an accrual
basis, based on the amount principal outstanding, except for interest on loans to
and amounts receivable from financial institutions and securities companies which
are overdue more than 90 days where income is recognised on the basis of the

amount collected.

The Company ceases recognising income from securities business loans on an
accrual basis when there is uncertainty as to the collectability of the loans and

interest.
In the following cases collectability of loans and interest is held to be uncertain.
(1) Loans are not fuily collateralised.

(2) Installment loans with repayments scheduled no more than 3 months for each
installment, which principal or interest is overdue more than 3 months.

(3) Installment loans with repayments scheduled no less than 3 months for each
installment, unless these is clear evidence and a high degree of certainty that

full repayment will be received.
(4) Problem finangial institutions debtors.
(5) Other receivables of which interest payment is overdue 3 months or more.

These conditions are based on the guidelines stipuiated by the Office of the

Securities and Exchange Commission.



4.2

4.3

4.4

The Company recognises interest income on securities on an accrual basis.
Dividends are recognised as income when the right to receive the dividends is
established.

Gain (loss) on trading in securities is recognised as income/expense on the

transaction dates.

The Company recognises the surcharges on the collection basis for securities
purchased under resale agreements which are not repurchased under the

conditions.

Fees and services income is recognised on an accrual basis.
L) Expenses recognition

The Company recognises expenses on an accrual basis.
Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, cash at bank, and all highly liquid
investments with an original maturity of three months or less and not subject to

withdrawal restrictions.
Recognition and amortisation of customers assets .

Cash received from customers of credit balance accounts are recorded as assets and
liabilities of the Company for the internal control purposes. At the end of the reporting
period, the Company excludes these amounts from both assets and liabilities and

presents only the assets which belong to the Company.

Securities borrowing and lending

‘The Company records its obligations to return borrowed securities which it has been

sold as short selling or lent as “Securities borrowing and lending payables” and
securities lent to customers are recorded as “Securities borrowing and lending
receivables” in the statement of financial position. At the end of the reporting period,
the balance of "Securities borrowing and lending payables" and "Securities borrowing
and lending receivables" are adjusted based on the closing price quoted on the Stock
Exchange of Thailand of the |last working day of the reporting period. In addition, the
Company records cash paid as collateral for securities borrowing as “Collateral
receivables” and cash received as collateral for securities lending as "Collateral

payables”.

Fees from borrowing and lending are recognised on an accrual basis over the term of

the lending.



4.5

4.6

4.7

4.8

Receivables from Clearing House

Receivables from Clearing House comprises the net receivable from Thailand Clearing
House (TCH) for settlement of equity securities trades made through the Stock
Exchange of Thailand.

Securities business receivables

Securities business receivables are the net balances of securities business receivables

after deducting allowance for doubtful accounts.

In addition, securities business receivables include customer trading fransactions
during the last 3 days of the accounting period, for which settlement was not yet due as
at the end of reporting period, credit balance accounts, securities borrowings and
lending receivables, collateral receivables (which comprise cash pledged as security
with securities lenders) and other receivables such as securities receivables which are
the subject of legal proceedings, are undergoing restructuring or are being settled in

installments.
Allowance for doubtful accounts

The allowance for doubtful accounts is based on management's evaluation of the
adequacy of the reserve for doubtful accounts. The evaluation encompasses
consideration of past collection experience and other factors including the change in
composition and volume of receivables and the relationship of the reserve to the
portfolic and local economic conditions and compliance with the Office of the Securities
and Exchange Commission's notification regarding the accounting for sub-standard
loans of securities companies which undertake the granting of credits to securities
businesses.

Investments

a) Investments in available-for-sale securities are stated at fair value. Changes in the
fair value of these securities are recorded in other comprehensive income, and will

be recorded in profit or loss when the securities are sold.

b) Investments in debt securities which expected to be held to maturity are recorded
at amortised cost. The premium/discount on debt securities is amortised/accreted
by the effective rate method with the amortised/accreted amount presented as an

adjustment to the interest income.



4.9

4.10

The fair value of debt instruments is determined based on yield rates quoted by the
Thai Bond Market Association as at the last working day of the reporting period. The
fair value of unit trusts is determined from their net asset value as at the end of

reporting period.
The weighted average method is used for computation of the cost of investments.

On disposal of an investment, the difference between net disposal proceeds and the
carrying amount of the investment is recognised in profit or loss.

Equipment and depreciation

Equipment is stated at cost less accumulated depreciation. Depreciation is provided for
all equipment using the straight-line basis over the estimated useful lives as follows:
Leasehold improvement 5 - 6 years

Office equipment 5 years

Furniture and fixtures 5 years

Vehicle 3 - 5 years

Depreciation is included in determining income.

Expenditures for additions, renewals and betterments, which result in a substantial
increase in an asset's current replacement value, are capitalised. Repair and
maintenance costs are recognised as an expense when incurred.

Intangible assets and amortisation

Intangible assets are stated at cost less accumulated amortisation and any

accumulated impairment losses (if any).

[ntangible assets with finite lives are amortised on a systematic basis over the useful
economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life is reviewed at least at each
financial year end. The amortisation expense is charged to profit or loss.

Intangible assets with finite lives are as follows:

Computer software 5 years



4.11

412

413

414

4,15

Impairment of assets

At the end of each reporting period, the Company performs impairment reviews in
respect of the equipment and intangible assets whenever events or changes in
circumstances indicate that an asset may be impaired. An impairment loss is
recognised when the recoverablie amount of an asset, which is the higher of the asset's
fair value less costs to sell and its value in use, is less than the carrying amount.

An impairment loss is recognised in profit or loss.
Long-term leases

Leases of equipment which transfer substantially all the risks and rewards of
ownership are classified as finance leases. Finance leases are capitalised at the lower
of the fair value of the leased assets and the present value of the minimum lease
payments. The outstanding rental obligations, net of finance charges, are included in
long-term payables, while the interest element is charged to profit or loss over the
lease period. The assets acquired under finance leases is depreciated over the useful

life of the asset.

Leases of plant or equipment which do not transfer substantially all the risks and
rewards of ownership are classified as operating leases. Operating lease payments are

recognised as an expense in profit or loss on a straight-line basis over the lease term.
Payables toc Clearing House

Payables to Clearing House comprises the net payable to Thailand Clearing House
(TCH) for settlement of equity securities trades made through the Stock Exchange of
Thailand.

Securities business payables

Securities business payables are the obligations of the Company in respect of its
securities business with outside parties, such as customer trading transactions during
the last 3 days of the accounting period, for which settlement was not yet due as at the
end of reporting period, securities delivery obligations as a result of securities
borrowing, and 6bﬁgations to return assets held by the Company as collateral for

securities lending.
Employee benefits
Short-term employee benefits

Salaries, wages, bonuses and contributions to the social security fund are recognised

as expenses when incurred.
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4.17

Post-employment benefits
Defined contribution plans

The Company and its employees have jointly established a provident fund. The fund is
monthly contributed by employees and by the Company. The fund's assets are held in a
separate trust fund and the Company's contributions are recognised as expenses when

incurred.
Defined benefit plans

The Company has obligaticns in respect of the severance payments it must make to
employees upon retirement under labor law. The Company treats these severance

payment obligations as a defined benefit plan.

The obligation under the defined benefit plan is determined by a professionally
qualified independent actuary based on actuarial techniques, using the projected unit

credit method.

Actuarial gains and losses arising from post-employment benefits are recognised

immediately in other comprehensive income.
Provisions

Provisions are recognised when the Company has a present obligation as a result of a
past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation, and a reliable estimate can be made of the

amount of the obligation.

Income tax
Income tax expense represents the sum of corporate income tax currently payable and
deferred tax.

Current tax

Current income tax is provided in the accounts at the amount expected to be paid to
the taxation authorities, based on taxable profits determined in accordance with tax

legislation.
Deferred tax

Deferred income tax is provided on temporary differences between the tax bases of
assets and liabilities and their carrying amounts at the end of each reporting period,

using the tax rates enacted at the end of the reporting period.
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The Company recognises deferred tax liabilities for all taxable temporary differences
while it recognises deferred tax assets for all deductible temporary differences and tax
losses carried forward to the extent that it is probable that future taxable profit will be
available against which such deductible temporary differences and tax losses carried

forward can be utilised.

At each reporting date, the Company reviews and reduces the carrying amount of
deferred tax assets to the extent that it is no longer probable that sufficient taxable
profit will be available to allow all or part of the deferred tax asset to be utilised.

The Company records deferred tax directly to owners' equity if the tax relates to items
that are recorded directly to owners' equity.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between buyer and seller (market participants) at the
measurement date. The Company applies a quoted market price in an active market to
measure their assets and liabilities that are required to be measured at fair value by
relevant financial reporting standards. Except in case of no active market of an
identical asset or liability or when a quoted market price is not available, the Company
measures fair value using valuation technique that are appropriate in the
circumstances and maximises the use of relevant observable inputs related to assets

and liabilities that are required to be measured at fair value.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy into three levels based on

categorise of input to be used in fair value measurement as follows:

Level 1 - Use of quoted market prices in an observable active market for such assets
or liabilities

Level 2 - Use of other observable inputs for such assets or liabilities, whether directly
or indirectly

Level 3 - Use of unobservable inputs such as estimates of future cash flows

At the end of each reporting period, the Company determines whether transfers have
occurred between levels within the fair value hierarchy for assets and liabilities held at

the end of the reporting period that are measured at fair value on a recurring basis.



4.18 Related party transactions.

Related parties comprise individuals or enterprises and individuals that control, or are
controlled by, the Company, whether directly or indirectly, or which are under common

control with the Company.

They also include associated companies and individuals or enterprises which directly
or indirectly own a voting interest in the Company that gives them significant influence
over the Company, key management personnel, directors, and officers with authority in
the planning and direction of the Company’s operations.

5. Significant accounting judgements and estimates

The preparation of financial statements in conformity with financial reporting standards
at times requires management to make subjective judgements and estimates regarding
matters that are inherently uncertain. These judgements and estimates affect reported
amounts and disclosures; and actual results could differ from these estimates.

Significant judgements and estimates are as follows:

Recognition and derecognition of assets and liabilities

In considering whether to recognise or to derecognise assets or liabilities, the
management is required to make judgement on whether significant risk and rewards of
those assets or liabilities have been transferred, based on their best knowledge of the

current events and arrangements.
Allowance for doubtful accounts for loans and securities business receivables

Allowances for doubtful accounts for loans and securities business receivables are
intended to adjust the values of loans and receivables for probable credit losses. The
management uses judgement to establish reserves for estimated losses of each
outstanding loan and securities business receivable by taking into account collection
risk and the value of the security used as collateral. However, the use of different
estimates and assumptions could affect the amounts of allowances for doubtful

accounts and adjustments to the allowances may therefore be required in the future.
Equipment/Depreciation

In determining depreciation of equipment, the management is required to make
estimates of the usefu! lives and residual values of the Company's equipment and to

review estimate residual lives and salvage values when there are any changes.



In addition, the management is required to review equipment for impairment on a
periodical basis and record impairment losses when it is determined that their
recoverable amount is lower than the carrying amount. This requires judgements
regarding forecast of future revenues and expenses relating to the assets subject to

the review.
Intangible assets

The initial recognition and measurement of intangible assets, and subsequent
impairment testing, reguire management to make estimates of cash flows to be
generated by the asset or the cash generating units and to choose a suitable discount
rate in order to calculate the present value of those cash flows.

Post-employment benefits under defined benefit plans

The obligation under the defined benefit plan is determined based on actuarial
techniques. Such determination is made based on various assumptions, including

discount rate, future salary increase rate, mortality rate and staff turnover rate.

Cash and cash equivalents
(Unit; Thousand Baht)

2016 2015
Cash 30 50
Saving and current deposits 20,931 5,861
Less: Deposits for customers' account (20,314) (3,017}
Total cash and cash equivalents 647 2,894

Deposits at financial institutions
(Unit: Thousand Baht)

2016 2015
Fixed deposits with maturity over 3 months but less
than 1 year 30,000 50,000
Less: Deposits for customers' account (30,000) (50,000)

Total deposits at financial institutions - net - -
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10.

10.1

Loans to financial institutions

At cail

Not over 1 year

Total

Add: Accrued interest receivables
Less: Allowance for doubtful accounts

Total leans to financial institutions - net

(Unit: Thousand Baht)

2016 2015
311,976 462,404
150,000 -
461,976 462,404

52 -
(115,476) (115,904)
346,552 348,500

As at 31 December 2016, the Company had discontinued recognising income from 4

debtors from loans to financial institutions of approximately Baht 112.0 million (2015:

Baht 112.4 million). These comprise of transactions with problem financial institutions

which were ordered to discontinue their operations by the Ministry of Finance on

8 December 1997.

Receivables from Clearing House

Receivables from Clearing House

Total receivables from Clearing House

Securities business receivables

Customers’ accounts - credit balance
Other receivables

Total

Add: Accrued interest receivables
Less: Allowance for doubtful accounts

Net securities business receivables

(Unit: Thousand Baht)

2016 2015
31,471 40,102
31,471 40,102

(Unit: Thousand Baht)

2016 2015
2,657,638 2,382,577
235,153 299,695
2,892,791 2,682,272
60 192
(235,274) (300,036)
2,657,577 2,382,428

As at 31 December 2016, the Company had discontinued recognising income from

securities business receivables with total outstanding balances of approximately Baht

235.2 million (2015: Baht 299.7 million).

11



10.2 As at 31 December 2016 and 2015, the Company has classified securities business
receivables in accordance with the Notification of the Office of the Securities and
Exchange Commission governing accounting for doubtful debts of securities

companies. The Company classified securities business receivables as follows:

{Unil: Million Baht)

2016 2015

Nel securities Net securities

Alowance for business Allowance for business

doubtiut receivables after doubiful receivables after

Securities accounts sat allowance for Securilies accounts set allewance for

business up by the doubtful business up by the doubtful

Number receivables Company accounts Number receivables Company accounts
Normal debt 182 2,657.7 (0.1) 26575 232 23754 {0.2) 2,375.2
Special mentlon - - - - 2 7.3 {0.1) 12

Doubtful debt 5 2352 (235.2) - 7 289.7 {289.7) -

Total 187 2,682.9 {235.3) 28578 241 26824 {300.0} 2,382.4

11. Allowance for doubtful accounts

Movements of allowance for doubtful accounts for loans to financial institutions and

securities business receivables for the years 2016 and 2015 are summarised below.

{Unit; Thousand Baht)

2016 - 2015
Balance - beginning of the year 415,940 415,419
Provision for doubtful accounts (reversal) (220) 2,645
Bad debt recoverable (428) {(14)
Bad debt write-off (64,542) (2,110)
Balance - end of the year 350,750 415,940
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12.1

12.2

12.3

Investments

Cost and fair value

(Unit: Thousand Baht)

2016 2015
Cost/ Cost/
Amortised Amortised
cost Fair value cost Fair value
Available-for-sale securities
Debt securities
Government and state enterprises bond 309,611 309,603 123,646 123,637
Less: Allowance for revaluation
of securities ) - (9 -
Less: Government securities for
customers' accounts (191,685) (191,685) (10,418) {(10,418)
Total debt securities - net 117,918 117,918 113,219 113,219
Unit trusts
Equity open end fund 10 i4 10 14
Add: Allowance for revaluation
of securities 4 - 4 -
Total unit trusts - net 14 14 14 14
Total available-for-sale securities - net 117,832 117,932 113,233 113,233
Investments in debt securities classified by the remaining contracts
(Unit: Thousand Baht)
2016 2015
Not over Over Not over Over
1 year 1-5 years 5 years Total 1 year 1-6 years 5 years Total
Available-for-sale debt
securities 309,603 - - 309,603 123,637 - - 123,837
Total 309,603 - - 309,603 123,637 - - 123,637

Surplus (deficit) on changes in value of available-for-sale investments

Balance - heginning of the year {net of income tax)
Changes during the year
- from revaluation (before net of income tax)

- income tax

Balance - end of the year

{Unit: Thousand Bahf)

2016 2015
(4) 4

1 (10)

- 2

(3) )
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12.4 Gains on securities

13.

Gains on trading in available-for-sale securities

Total

Equipment

Cost

1 January 2015
Purchases

Disposals

31 December 2015
Purchases

Disposals / write-off

31 December 2016
Accumulated depreciation
1 January 2015
Depreciation for the year
Disposals

31 December 2015
Depreciation for the year
Disposals / write-off

31 December 2016

Net book value

31 December 2015

31 December 2016

(Unit: Thousand Baht)

2016 2015
3 177
3 177
(Unit: Thousand Bant)
Leasehold Office Furniture
improvement equipment and fixtures Vehicle Total
25,101 30,118 4,533 2,059 61,811
- 13 - - 13
- {10,192) {165) - {10,357)
25,101 19,939 4,368 2,058 51,467
- 1,835 18 3,180 5,043
- {1,382) - (2,059) (3,441)
25,101 20,392 4,386 3,190 53,069
25,100 27,970 4,519 1,556 59,145
1 618 4 503 1,126
- (10,192) (165) - {10,357)
25,101 18,397 4,358 2,059 49,915
- 788 5 445 1,238
- {1,381) - (2,059) {3,440}
25,101 17,804 4,363 445 47,713
- 1,542 10 - 1,652
- 2,588 23 2,745 5,356

Depreciation charge included in the statements of comprehensive income for the years

ended 31 December

2015

20186

1,126

1,238

As at 31 December 2016, the Company had vehicle with net book value of Baht 2.7

million (2015: Nil) which were acquired under finance lease agreement.
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As at 31 December 2016, certain fixed assets items have been fully depreciated but
are still in use. The original cost, before deducting accumulated depreciation, of those
assets amounted to Baht 45.5 million (2015: Baht 48.5 million).

14. Intangible assets
(Unit; Thousand Baht)

2015 Additions Amortised 20186
Software 14,699 157 {(5,133) 9,723

(Unit: Thousand Baht)

2014 Additions Amortised 2015
Software 33,929 - (19,230) 14,699

15. Other assets

(Unit: Thousand Baht)

2016 2015
Deposits 3,785 3,785
Prepaid expenses 1,453 1,654
Others 263 372
Total other assets 5,501 5,811

16. Borrowings from financial institutions

(Unit: Thousand Baht)

2016 2015
Due period Due period
Interest rate Not over interest rate Not over
{% per annum) 1 year 1-5 years Total (% per annum) 1 year 1-5 years Tolal

Promissory notes 1.60-2.10 870,000 - 870,000 1.75- 4.25_ 850,000 - 850,000
Bills of exchange 2.125-2.25 387,684 - 387,684 2.50-23.00 293,098 - 293,098
Borrowings from

1,257,684 - 1,257,684 1,143,098 - 1,143,098

financial institutions

The borrowings from financial institutions are unsecured loan.

The loan agreements contain covenants that, among other things, require the

Company to maintain net capital ratios in the agreements.
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17.

18.

19.

20.

Payables to Clearing House

Payables to Clearing House

Total payables to Clearing House

Securities business payables

Securities business payables

Total securities business payables

Other liabilities

Interest payable

Income tax payable

Accrued expenses
Withholding tax payable
Specific business tax payable
Other payable

Others

Total other liabilities

Statutory reserve

{Unit: Thousand Baht)
2016 2015

98,859 -

98,859 -

{Unit: Thousand Baht)

2016 2015
161,298 76,183
161,298 76,183

(Unit: Thousand Baht)

2016 2015
63 257
5,345 5,531
9,085 9,397
341 226
509 550
3,882 5,532
1,685 1
20,910 21,494

Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company

is required to set aside to a statutory reserve at least 5% of its net income after

deducting accumulated deficit brought forward (if any), until the reserve reaches 10%

of the registered capital. The statutory reserve is not available for dividend distribution.
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21,

22,

23.

Dividends
Dividend
Dividend Approved by Total dividend per share
(Thousand (Baht)
Baht)
Dividend for the year 2014 Annual General Meeting of the 23,237 0.15
shareholders on 2 April 2015
Total for 2015 23,237 0.15
Dividend for the year 2015 Annual General Meeting of the 77.456 0.50
shareholders on 20 -April 2016
Total for 2016 77,456 0.50

Fees and services income

(Unit: Thousand Baht)

20186 2015
Front end fee income 141 371
Other fee and service income 282 21
Total 423 392

Directors and management’s benefits

During the years, the Company had salaries, bonuses, meeting allowances, post-

employment benefit, gratuities of their directors and management, which were as

follows:
(Unit: Thousand Baht)
2016 2015
Short-term employee benefits 24,700 22,081
Post-employment benefits 2,738 3,107
Total 27,438 25,188
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24.

Income Tax

Income tax expenses for the years ended 31 December 2016 and 2015 are made up
as follows:

(Unit: Thousand Baht)
2016 2015

Current income tax:

Current income tax charge 10,483 11,297
Deferred tax:

Relating to origination and reversal of temporary

differences 1,242 (11,782)
Income tax expenses (income) reported in the

statements of comprehensive income 11,725 (485)

The amounts of income tax relating to each component of other comprehensive

income for the years ended 31 December 2016 and 2015 are as follows:

(Unit: Thousand Baht)

2016 2015
Deferred tax relating to
Loss on change in value of available-for-sale
investments - 2
Actuarial losses - 396
- 398

The reconciliation between accounting profit and tax income is shown below.

{Unit: Thousand Baht)

2016 2015
Accounting profit before tax 57,751 56,568
Applicable tax rate 20% 20%
Accounting profit before tax multiplied by income tax rate 11,550 11,313
Effects of:
Non-deductible expenses 192 1,634
Additional expense deductions allowed {17) (59)
Tax loss brought forward from previcus years
which utilised in the current year - {1,591)

Utilisation of previously unrecognised deferred
tax assets - {11,782)
Income tax expenses (income) reported in statements of

comprehensive income 11,725 {485)
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25.

26.

26.1

The components of deferred tax assets are as follows:

(Unit: Thousand Baht)

2016 2015
Deferred tax assets
Accumulated amortisation - computer software 8,396 0,589
Provision for long-term employee benefits 2,540 2,589
Unrealised loss from revaluation of available-for-
sale investments 1 1
Total 10,937 12,179
Deferred tax asset - net 10,937 12,179

Earnings per share

Basic earnings per share is calculated by dividing profit for the year attributable to
equity holders of the Company (excluding other comprehensive income) by the
weighted average number of ordinary shares in issue during the year.

Post-employment benefits
Provident fund

The Company and its employees have jointly established a provident fund in
accordance with the Provident Fund Act B.E. 2530. The fund is monthly contributed to
by employees, at the rate which is not less than 2% of their basic salaries but not more
than the amount contributed by the Company, and by the Company at the rates of 3%
to 10% of basic salaries. It will be paid to employees upon termination in accordance
with the rules of the fund. The fund is managed by BBL Asset Management Company
Limited and Finansa Asset Management Limited. The contributions for the year 2016
amounting to approximately 3.2 million (2015; Baht 3.5 million) were recognised as

expenses.
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26.2 Provision for long-term employee benefits

Provision for long-term employee benefits, which represents compensation payable to
employees after they retire, was as follows:

(Unit: Thousand Baht)

2016 2015
Provision for long-term employee benefits at
beginning of year 12,947 12,065
Included in profit or loss:
Current service cost 2,389 2,255
Interest cost 308 307
Included in other comprehensive income:
Actuarial losses arising from
Demographic assumptions changes - 56
Financial assumptions changes - 2,016
Experience adjustments - {92)
Benefits paid during the year (2,945} (3,660)
Provision for long-term employee benefits at
end of year ‘ 12,699 12,947

Long-term employee benefit expenses included in personnel expenses in the profit or

loss.

The Company expects to pay no long-term employee benefits during the next year
(2015: Baht 2.8 million).

As at 31 December 20186, the weighted average duration of the liabilities for long-term
employee benefit is 10 years (2015: 10 years).

Significant actuarial assumptions are summarised below:

{Unit: % per annum)

2016 2015
Discount rate 2.96 2.96
Salary increase rate 5.00 5.00
Turnover rate 0.00-10.00 0.00-10.00
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27.
271

27.2

The result of sensitivity analysis for significant assumptions that affect the present
value of the long-term employee benefit obligation as at 31 December 2016 are
summarised below:

(Unit: Thousand Baht)

Increase Decrease
1.0% 1.0%
Discount rate (1,142) 1,306
Salary increase rate 1,461 (1,291)
Turnover rate (1,207) 352

Commitments
Capital commitments

As at 31 December 2016, the Company had capital commitments of approximately
Baht 0.4 million (2015: Baht 0.7 million) relating to system development and

maintenance.
Operating lease commitments

The Company had entered into several lease agreements in respect of the lease of
area in the building, equipments and vehicles. The terms of the agreements are
generally between 1 year and 4 years.

As at 31 December 2016 and 2015, future minimum lease payments required under

operating leases contracts were as follows:
(Unit: Million Baht)

2016 2015
Payable:
Inupto 1 year 111 12.1
In over 1 and up to 3 years 12.0 22.2
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28.

29.

29.1

Fair value hierarchy

As of 31 December 2016 and 2015, the Company had the following assets that were

measured at fair value using different levels of inputs as follows:

(Unit: Thousand Baht)

2018
Level 1 Level 2 Level 3 Total
Assets measured at fair value
Available-for-sale investments
Debt securities* - 309,603 - 309,603
Unit trusts - 14 - 14

* Included government securities for customers' account amounting to Baht 182 million. -

(Unit: Thousand Baht)

2015
Level 1 Level 2 Level 3 Toftal
Assets measured at fair value
Available-for-sale investments
Debt securities* . _ - 123,637 - 123,637
Unit trusts - 14 - 14

* Included government securities for customers' account amounting to Baht 10 million.
Financial instruments
Financial risk management

The Company's financial instruments, as defined under Thai Accounting Standard
No.107 “Financial Instruments: Disclosure and Presentations”, principally comprise
cash and cash equivalents, loans to financial institutions, receivables from Clearing
House, securities business receivables, investments, borrowings from financial
institutions, payables to Clearing House and securities business payables. The
financial risks associated with these financial instruments and how they are managed

in described below.
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Credit risk

The Company is exposed to credit risk primarily with respect to loans to financial
institutions, receivables from Clearing House, securities business receivables and
investments in debt securities. The Company manages the risk by adopting
appropriate credit control policies and procedures and therefore does not expect to
incur material financial losses. In addition, the Company does not have high
concentration of credit risk since it has a large customer. "

The investment in debt instruments is determined on the basis of the firm financial
status of issuing institutions and their instruments being rated at acceptable rating by
the reputable credit rating agencies.

The maximum exposure to credit risk is limited to the carrying amounts of loans to
financial institutions, receivables from Clearing House, securities business receivables
and investments in debt securities less provision for losses as stated in the statements
of financial position.

Interest rate risk

The Company's exposure to interest rate risk relates primarily to its cash at banks,
loans to financial institutions, securities business receivables, investments in debt
securities and borrowings from financial institutions. However, since most of the
Company's financial assets and liabilities bear floating interest rates or fixed interest
rates which are close to the market rate, the interest rate risk is expected to he

minimal,

Significant financial assets and liabilities as at 31 Decmeber 2016 and 2015 classified
by type of interest rates are summarised in the table below, with those financial assets
and liabilities that carry fixed interest rates further classified based on the maturity
date, or the repricing date if this occurs before the maturity date.
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(Unit: Million Baht}
2016

Quistanding balances of financial instruments

Floating Repricing or maturity dates Interest rate
interest Within 1-5 Over No (% per
rate At call 1 year years 5 years Interest Total annum)
Elnanclal assets
Cash and cash equivalents - - - - - 1 1 -
Loans to financial Institutions - net - 198 149 - - - 347 275-3.75
Receivables from Clearing House - - - - - " 34 3 -
Securities business receivables - net 2,657 - - 1 - - 2658 6.0-20.00
Investments in debt securities - net - - 118 - - - 118 1.46 -1.48
Financial liabilities
Borrowings from financial institutions - 420 838 - - - 1,258 1.60-2.25
Payables to Clearing House - - - - - 99 99 -
Securities business payables - - - - - 161 161 -
(Unit: Million Baht)
2015
Outstanding balances of financial instruments
Floating Repricing or maturity dates Interest rate
interest Within 1-5 Over No {% per
rate Atcall 1 year years 5 years interest Total annumy}
Financlal assets
Cash and cash equivalents - - - - - 3 3 -
Loans to financial institutions - net - 347 - - - - 347 240-2.50
Receivables from Clearing House - - - - - 40 40 -
Securilies business receivables - net 2,365 - 2 15 - - 2,382 6.50-20.00
Investments in debt securities - net - - 113 - - - 113 1.49-1.50
Financial liabilities
Borrowings from financial institutions - 350 793 - . - 1,143 1.756-4.25
Securities business payables - - - - - 76 76 -

Liquidity risk

The periods of time from the statements of financial position date to the maturity dates

of financial instruments as of 31 December 2016 and 2015 are as follows:

Financial assets

Cash and cash equivalents

Loans to financial institutions - net
Receivables from Clearing House
Securities business receivables - net

Investments in debt securities - net

{Unit: Million Baht)
2016

QOutstanding balances of financial instruments

Within 1-5 Over 5 No
At call 1 year years years maturity Total
1 - - - - 1
198 149 - - - 347
- 31 - - - 31
- 230 11 - 2,417 2,658
- 118 - - - 118
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29.2

30.

Financial liabilities

Borrowings from financial institutions
Payables to Clearing House

Securities business payables

Financial assets

Cash and cash equivalents

Loans to financial institutions - net
Receivables from Clearing House
Securities business receivables - net
Investments in debt securities - net

Financial liabilities

Borrowings from financial institutions

Securities business payables

(Unit: Million Baht)
2016

Outstanding balances of financial instruments

Within 1-5 Over 5 No
At call 1 year years years maturity Total
420 838 - - - 1,258
- 99 - - - 99
- 161 - - - 161
(Unit: Million Baht)
2015
QOutstanding balances of financial instruments
Within 1-5 Qver 5 No
At call 1 year years years maturity Total
3 - - - - 3
347 - - - - 347
- 40 - - - 40
- 39 23 - 2,320 2,382
- 113 - - - 113
350 793 - - - 1,143
- 76 - - - 76

Fair values and financial instruments

Since the majority of the Company’s financial instruments are short-term in nature or

carrying interest at rates close to the market interest rates, their fair value is not

expected to be materially different from the amounts presented in the statements of

financial position.

During the current year, there were no transfers within the fair value level.

Capital management

The primary objectives of the Company’s capital management is to ensure that it has

an appropriate financial structure, to preserve the ability to continue its business as a

going concern and to maintain net capital in accordance with the rules laid down by the

Office of the Securities and Exchange Commission.
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31.

32.

33.

Segment information

The Company is principally engaged in the granting credits to securities business. lts
operations are carried on only in Thailand. Segment performance is measured based
on operating profit or loss, on a basis consistent with that used to measure operating
profit or loss in the financial statements. As a resul, all of the revenues, operating
profits and assets as reflected in these financial statements pertain to the

aforementioned reportable operating segment and geographical area.
Event after the reporting period

On 20 February 2017, a meeting of the Company's Board of Directors passed a
resolution to propose to the Annual General Meeting of the Company's shareholders

for approval the following:

1) A dividend payment from profit for the year 2016, at a rate of Baht 0.15 per share,
or a total of Baht 23.2 million, to be paid on 19 May 2017.

2) Issuance and offering of up to Baht 5,000 million of debentures with terms not over
10 years from the issued date, by way of domestic public offering and/or limit
offering and/or institutional investors and/or all or partial major investors. The

debentures may be issued in one tranche or offered for sales from time to time.
Approval of financial statements

These financial statements were authorised for issue by the Company's Board of

Directors on 20 February 2017.
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