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Information Disclosures under Basel III Capital Requirement
As of 31 December 2017

Scope of Information Disclosure

TISCO Financial Group Public Company Limited (TISCO) discloses information under Basel III capital
requirement based on the full consolidated position and in accordance with the Bank of Thailand’s
notification SorNorSor 5/2556 on the regulatory disclosure requirement for consolidated financial institutions.

The full-consolidation structure of TISCO Financial Group can be shown as follow.
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*Listed in The Stock Exchange of Thailand

However, TISCO Tokyo Leasing Co., Ltd. is not included in the consolidated financial statements since its
shares are held by TISCO Group in a ratio of less than 50% of issued and paid-up shares. In addition, TISCO

Group adopts a materiality concept which is in consistent with accounting concept.

Capital Structure

According to the Bank of Thailand’s regulation, the regulatory capital for commercial banks registered in
Thailand and based on Internal Rating Based Approach (IRB) consists of Common Equity Tier 1 (CET1),
Additional Tier 1, and Tier 2 Capital. CET1 capital includes paid up capital, premium (discount) on share

capital and warrants, statutory reserve, reserves appropriated from net profits, net profit after appropriation,
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and other components following the BOT's regulation, which are the net amount after regulatory
adjustments such as goodwill and intangible assets, where Additional Tier 1 capital consists of money
received from the issuance of non-cumulative preferred stocks and money received from the issuance of
debts instruments that are subordinated to depositors, general creditors, and other subordinated debts of
the Group, which are the net amount after regulatory adjustments such as reciprocal cross holding in the
Additional Tier 1 capital of banking, financial and insurance entities.

Tier 2 capital is the sum of instruments issued by the bank which meet the criteria for inclusion in Tier 2

capital, general provision and surplus of provision, less any deduction from Tier 2 capital.

For TISCO Group, Tier 1 capital primarily comprises of paid-up share capital and cumulative profit after
appropriation, while Tier 2 capital mostly consists of long-term subordinated debentures issued. Additionally,

the deductions from shortage of reserve are also incorporated in Tier 1 capital.
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Table 1 TISCO Financial Group's Capital Structure

Unit : Million Baht

Items 31-Dec-17 31-Dec-16

1. Tier 1 Capital 27,901.59 25,948.64

11 CET1 27,901.49 25,948.53
1.1.1 Paid-up share capital 8,006.46 8,006.45
1.1.2 Premium (discount) on share capital 1,018.41 1,018.41

1.1.3 Warrants
1.1.4 Statutory reserves 801.00 709.50
1.1.5 Reserve appropriated from net profit
1.1.6 Retained earnings after appropriation 17,711.51 15,729.62
1.1.7 Other components of CET1 and disclosed reserves 1,649.73 1,439.76
1.1.8 Non-controlling interests

1.1.9 Any adjustments of CET 1

1.1.10 Deductions from CET 1 *

1,283.61 935.21
1.2 Additional Tier 1 0.10 0.11
1.2.1 Non-cumulative perpetual preferred stock and non-cumulative perpetual preferred stock warrants 0.10 011
1.2.2 Hybrid Tier 1 to be counted as Tier 1 Capital
1.2.3 Surplus (shortfall) from the issue of instruments in 1.2.1-1.2.2 where the bank receives funds
1.2.4 Eligible non-controlling interests
1.2.5 Deductions from Additional Tier 1 Capital ==
2. Tier 2 Capital 8,215.39 8,639.15
2.1 Cumulative perpetual preferred stock and cumulative perpetual preferred stock warrants
2.2 Funds received from debt instruments subordinated to depositors and general creditors 6,680.00 7,323.00
2.3 Surplus (shortfall) from the issue of the instruments 2.1-2.2 where the bank receives funds
2.4 General provision 84087 512.06
2.5 Surplus of provisions 685.52 804.09
2.6 Deductions from Tier 2 ===
3. Total Regulatory Capital 36,116.98 34,587.79

* e.g. Net losses, goodwill, intangible assets, deferred tax assets, and shortfall of provisions
** Investment in financial instruments which can be counted as Tier 1 Capital of commercial bank

*®#% Investment in financial instruments which can be counted as Tier 2 Capital of commercial bank

Capital Adequacy under Basel III Capital Accord

Based on minimum capital requirement under Basel III effective since the beginning of 2014, TISCO Group
has adopted the Internal Rating Based Approach (IRB) for regulatory capital calculation of credit risk since
December 31, 2012. The IRB approach is considered more sophisticated calculation given that it can truly
reflect TISCO Group risk profiles as well as assets quality with more prudent than the calculation from the
Standardized Approach (SA) which is less comprehensive risk weights subject to quality of assets. The risk
parameters relied on determining the capital requirement consists of Probability of Default (PD), Loss Given
Default (LGD), and Exposure at Default (EAD).
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Capital adequacy of the TISCO Group is still in strong position and adequate to support business expansion
into the future. At the end of 2017, the regulatory capital adequacy ratio (BIS ratio) based on IRB approach
stood at 19.82%, remaining higher than 9.75% required by the Bank of Thailand, while Tier-I capital

adequacy ratio stood at 15.31%, which remained higher than the minimum requirement at 7.25%.

Table 2 Minimum Capital Requirements for Credit Risk by Asset Classes under SA Approach

Unit : Million Baht

Credit Risk - SA 31-Dec-17 31-Dec-16
Performing 2,845.79 1,981.26
1. Claims on Financial Institutions and Public Sector Entities treated as Claims on
Financial Institutions and Securities Company 136.82 127.87
2. Claims on Corporate and Public Sector Entities treated as Claims on Corporate 303.17 1,130.06
3. Claims on Retail 1,517.38 697.94
4. Claims on Residentail Property 868.32 25.40
5. Other Assets - -
Non-performing 142.47 58.58
Total Minimum Capital Requirements for Credit Risk - SA 2,988.27 2,039.85

Table 3 Minimum Capital Requirements for Credit Risk by Asset Classes under IRB Approach

Unit @ Million Baht

Credit Risk - IRB 31-Dec-17 31-Dec-16

Hon-Default 9,992.87 10,874.39
1. Corporate Lending 2,931.62 2,041.25

2. Retail 4,354.69 8,213.58

3. Equity Exposure 281.65 237.29

4. Other Assets 424.90 382.27
Default 0.28 754.12
Total Minimum Capital Requirements for Credit Risk - IRB 9,993.15 11,628.51

Table 4 Minimum Capital Requirements for Equity Exposures under IRB Approach
Unit : Million Baht
Minimum Capital Requirements for Equity Exposures under IRB 31-Dec-17 31-Dec-16

Equity Exposure with an Exemption from IRB Calculation 281.65 237.29
Total Minimum Capital Requirements for Operational Risk 281.65 237.29
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Table 5 Minimum Capital Requirements for Market Risk (Standardized Approach / Internal Model Approach)

Unit : Million Baht

Minimum Capital Requirements for Market Risk 31-Dec-17 31-Dec-16
Standardized Approach 45.58 45.06
Internal Model Approach - -
Total Minimum Capital Requirements for Market Risk 45.58 45.06

* Since the transaction amount in trading book of TISCO Group was lower than the minimum thresholds required by the
Bank of Thailand, the market risk capital was maintained only for the element that cover price risk of commodities related

products.

Table & Minimum Capital Requirements for Operational Risk

Unit : Million Baht

Minimum Capital Requirements for Operational Risk 31-Dec-17 31-Dec-16
Standardized Approach 2,463.63 2,345.56
Total Minimum Capital Requirements for Operational Risk 2,463.63 2,345.56
Table 7 TISCO Bank's Capital Adequacy Ratio
Unit : %
31-Dec-17 31-Dec-16
Ratio TISCO's Regulatory Minimum TISCO's Regulatory Minimum
Capital Ratio Requirement Capital Ratio Requirement
1. Total Capital Adequacy Ratio 19.82% 9.75% 18.31% 9.125%
2. Total Tier I Capital Adequacy Ratio 15.31% 7.25% 13.73% 6.625%
3. CET 1 Capital Adequacy Ratio 15.31% 5.75% 13.73% 5.125%

Overview of Risk Management

Risk management of TISCO Group is centralized by consolidating all risk exposure to TISCO Financial Group

as a parent company. All risk exposures are controlled and managed under the consolidated supervision

principle.

Following the risk management policy of TISCO Group, TISCO places great importance on effective risk

management and controls. By establishing an overall risk management framework, including policy

objectives for all risk-related transactions, TISCO is able to increase awareness, accountability and efficiency

in enterprise-wide risk management as well as maintain best practice standards and high-quality corporate

governance. In addition, TISCO aims to maximize sustainable risk-adjusted returns over the long run.

Risk Management Policy

The risk management policy of TISCO Group encompasses the following structures:

1. Consolidated and centralized risk management
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Risk management infrastructure is centralized by consolidating risk exposure from all subsidiaries
under TISCO Financial Group through careful risk assessment and the establishment of appropriate risk
guidelines and procedures.

2. Business line accountability, independent risk oversight

Each business line is accountable for managing its own risks in the best interests of the Group
while complying with risk management policies, guidelines, and procedures. Independent risk oversight and
check-and-balance system have been established to ensure that risks are adequately monitored and
controlled.

3. Comprehensive risk assessment

Risk assessment is performed comprehensively in all key activities. Risk assessment
methodologies may range from basic approaches such as expert judgments to more advanced approaches
such as quantitative and statistical analysis, depending on the size and complexity of the risks involved.
These assessments are in turn supplemented by fundamental risk analysis and stress testing of extreme risk
events.

4. Capital management based on standardized risk measure

Capital represents the ultimate interest of the shareholders. Regardless of the methodologies
employed, all material risk exposures shall be quantified into a standardized risk measure called Risk Capital.
Risk capital is determined according to the Value at Risk concept at potential maximum loss at 99%
confidence level with associated holding period but not more than one year. Risk Capital can relate risks to
the amount of capital required to protect against them. The process of risk assessment under Risk Capital is

considered as part of Internal Capital Adequacy Assessment Process (ICAAP) of TISCO.

Risk Capital enables management and line managers to understand the level of risks being taken in uniform,
meaningful, and consistent units comparable across different types of risks. Risks from different levels and
sources shall be integrated to produce the overall risk picture of the firm and used for capital adequacy
planning and strategic capital allocation.
5. Risk Tolerance Level and Capital Allocation
The Board of Directors mandate the risk tolerance of TISCO Group that the total risk capital shall
not be in excess of available capital fund of the Group according to the above definition of Risk Capital in
3.4. The qualitative risk tolerance level shall be applied for non-capital based assessment. Risk Capital shall
determine the economic capital adequacy of TISCO group on a consolidated basis. The available capital is
also allocated to the business and operating units such that the capital adequacies to undertaken risk are
ensured both at the corporate- and business-unit-level.
6. Adequate return for risk and risk-adjusted performance management
To promote shareholder value creation, risk components are incorporated into business
performance measurements with the objective of maximizing risk-adjusted returns for shareholders. Product
pricing takes into account varying risks to ensure overall profitability. Business expansion is advocated in
the areas where marginal risk-adjusted returns are in excess of the marginal risks.

7. Portfolio management, diversification and hedging
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Risk diversification is a key risk management principle in all business activities. Diversification is
considered and adopted by management and business line managers both at the portfolio and transaction
levels as an effective approach to reducing the aggregate level of risks in accordance with certain guidelines
and limits.

8. Strong Risk Awareness Culture

Awareness and understanding of risks and risk management are important for the accountability
of risk management. Business heads are expected to have a high degree of awareness and understanding of
the risks in their accountable areas and how they contribute to the overall risk of the corporate as a whole.

9. Regulatory best practice

The Group has adopted risk management policies and guidelines that comply with all regulations
and best practice standards of the Bank of Thailand (BoT), the Securities and Exchange Commission (SEC)
and other regulatory bodies.

10. New Business or Product

All new businesses or products shall be approved by the portfolio risk authority and relevant
specific-area risk authority according to the procedure outlined in the risk management guideline. New
business or product will be evaluated in terms of its risk-reward characteristics, the contributions to the
overall corporate risk profile, and the consistency with corporate capital capacity.

11. Related Party Transaction

All business transactions among TISCO Group and related party shall be on a similar basis with
same treatment of regular customer. Additionally, the related transaction shall be transparent and
auditable. Meanwhile, the proportion of business transaction among TISCO Group shall be controlled under
regulatory guideline. This includes exposure limits imposed through regulations such as BOT’s Consolidated
Supervision, Single Lending Limit and others. All related party transaction shall be monitored and reported in
accordance with the Related Party Transaction Policy approved by the Board of Director.

12. Stress Testing

Stress Testing is a procedure to assess the impact on the company’s financial status under

extreme risk events. Stress testing process is designed to be a complementary tool for the analysis of credit

risk, market risk and funding risk.

The Board of Directors through Executive Board and Risk Management Committee, oversee the framework
for stress testing. This include setting up of stress testing guidelines and key required assumptions to
perform stress testing which are in line with the sophistication of portfolio exposures. Meanwhile, Enterprise
Risk Management Function is responsible to facilitate all related business units in order to perform
periodically stress testing, and report the stress testing results as well as the recommendations on any

important aspects to the Risk Management Committee and the Board of Director in a timely manner.

Stress testing shall take into account the potentially extreme events during the next twelve months, on all

critical risk areas. Stress testing assessment and results shall be integrated into setting and evaluating the
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internal management strategy and capital planning which may involve reviewing the need for limit changes

or developing contingency plans in the event that a stress scenario actually happens.

Risk Management Framework

In accordance with enterprise-wide risk management policies and objectives, risk management and internal
control have been monitored and controlled by the Board of Directors of TISCO with the delegation to the
Executive Board of Directors of TISCO. An effective management process has been established for assessing
and managing all firm-wide risk exposures at both the portfolio and transactional levels to ensure the
financial soundness and safety of TISCO. Senior Management and relevant business advisory committees
oversee the entire risk management framework and strategy for all business areas supported by planning
and budgeting function. Risk Management Committee, which supported by enterprise risk management, risk
and business analytics, and operational risk management function, is set up to oversee that enterprise-wide
risk management of the group is undertaken according to the same standard. Specific-area risk authorities
are then established to manage in-depth, transaction-level risks in each particular area, such as the Credit
Committee and Problem Loan Committee. These mechanisms are in turn supported by the Office of the
Credit Committee and functions governing compliance and internal control and legal office in the parent
company. Business lines are fully accountable for managing their own risks within the policy guidelines
established by the Risk Management Committee and specific-area risk authorities. All the business
operations are under the risk limit approved by the Risk Management Committee including new business
analysis in each business line. Additionally, risk limits triggered as well as new businesses shall be reported
monthly to the Risk Management Committee for acknowledgement. However, to enhance the overall risk

management system, the risk management system shall be audited and reported to the Audit Committee.

The roles and responsibilities of the relevant committees and risk management authorities are
described as follows:
= Board of Directors
The Board of Directors has assigned Executive Board the task of overseeing and monitoring risk
management activities by reviewing and approving relevant policies and guidelines on an annual basis. This
is achieved by setting risk limits and risk appetites, and ensuring the establishment of effective risk
management systems and procedures in accordance with the standard practices of risk identification,
assessment, monitoring and control, all of which are in line with the Audit Committee standards.
= Risk Management Committee
The Risk Management Committee of TISCO has been delegated from the Board of Directors charge
of the formulation and implementation of enterprise-wide risk strategies and action plans in connection with
risk management policies and guidelines. The Risk Management Committee meeting is regularly held once a
month. Enterprise risk management, Risk and Business Analytics and Operational Risk Management
functions in the parent company support the Risk Management Committee in setting up and monitoring risk

management policies and guidelines and performing enterprise-wide risk management activities through a

Information disclosures regarding to Basel III — Pillar III as of December 31, 2017 8



O

TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED TIsSCO

risk research and reporting process. Moreover, Risk Management Committee of TISCO has also been
established in effective management and control of risks in various business units.
= Specific-Area Risk Authorities

Specific-area risk authorities are set up to address in-depth risk management and controls at the
transaction level. Key specific-area risk authorities include the Credit Committee and Problem Loan
Committees, which are in turn supported by the Office of the Credit Committee in overseeing credit approval
and risk management. In addition, Executive board of Directors of the bank and Board of Directors of other
credit-granting subsidiaries shall control and follow up all specific risk areas which are directly reported to
the Board of Directors of the bank as well as the Board of Directors of TISCO Financial Group on a monthly

basis.

Roles and Responsibilities of Internal Audit

The Audit Committee of TISCO Financial Group independently reviews the assessment of the adequacy of
the TISCO Group’s internal control system, as annually prepared by the Executive Board, in relation to the
group’s risks, and also reviews the policy and guidelines for internal audit as well as for the Compliance
Committee and the Audit Committee of other subsidiaries to ensure that financial statement reports are
transparent and accurate. The committee also effectively assesses that all business operations have
adequate internal controls and are in compliance with laws and regulations, and reports the key issues to
the Board of Directors of TISCO Financial Group for consideration. For other subsidiaries under the
supervision of regulators, the Audit Committee, internal control and internal audit reporting process have
been established in each company. The committee also effectively assesses that all business operations have

adequate internal controls and are in compliance with laws and regulations.

The Internal Audit function is responsible for regular auditing of business operations in compliance with
policies and guidelines, and reporting to the Audit Committee. Internal Audit also coordinates with

management and relevant business units to improve the effectiveness of internal control systems.

Credit Risk

Credit Risk is defined as the possibility of an obligor’s failure to meet the terms of any contract with TISCO
as agreed or by defaulting on a loan agreement. Credit risk, if it occurs without pledged assets, requires the
Bank to maintain higher provisions for loan losses, which will then adversely affect net income and TISCO

Group's capital.

= Credit Risk Management Framework
The Risk Management Committee is delegated to oversee credit risk management of the corporate portfolio.
The committee is responsible for formulating credit risk strategies and establishing guidelines and limits, as
well as advising other credit risk authorities and retaining accountability on related issues. It also monitors

and reviews credit risks at the portfolio level and reports essential credit risk information to the Board.
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For Specific-Area credit risk, credit approval authority lies ultimately with the Executive Board, who delegates
its daily decision-making authorities to appropriate Credit Risk Authorities e.g. the Credit Committee and/or
Problem Loan Committee. The committees may further delegate parts of its decision-making authorities to
suitable bodies or persons, provided that a well-defined credit approval guideline is established, reviewed

and endorsed by the Executive Board.

Sound credit risk assessments are key risk practices at TISCO such as credit rating, delinquency analysis,
concentration level and risk capital. All credit activities must operate under a sound credit granting process
in which an effective credit grading system is employed. Estimated expected losses from credit exposures
shall be fully covered with loan loss reserves while capital resource shall be sufficiently available to absorb
unexpected credit losses. In consumer lending area, quantitative-oriented approaches to credit grading are
advocated, considering its homogenous high-volume characteristics, with emphasis on the use of extensive
data mining and analysis. In corporate lending area, qualitative-oriented credit grading approaches shall be
employed, taken into account its highly varying risk profiles, with well-defined standard. The credit rating for
capital calculation also based on the issuer ratings assigned by credit rating agencies, i.e., Standard &

Poor’s, Moody’s Investors Service, Fitch Ratings, Fitch Ratings Thailand and TRIS Rating.

Concentration risks are also essential in credit portfolio risk management. Appropriate guidelines on

concentration risks are set up considering appropriate business practice and company risk capital capacity.

TISCO uses credit risk management guidelines and limits that are comprehensively applied to all credit-
related functions both at the portfolio and transaction levels. Credit risk factors are explained in detail as

follows:

1. Default Risk
Definition of Default
Whenever one or both of the following events occur, a default is determined:
(1) TISCO deems that debtors are unable to repay fully according to the credit obligations, without
consideration on payment that may receive from collateral. The following events constitute the debtor is
unlikely to pay:
(1.1) TISCO stop accrue interests of debtor
(1.2) TISCO write-off or sets additional provisions as it deems that debtor is unable to repay or
credit quality of debtor significantly deteriorates
(1.3) TISCO have sold the credit obligation at a material credit-related economic loss.
(1.4) TISCO consent to a debt restructuring by material forgiveness or postponing principal, interest
or fees as it deems that financial condition of debtor deteriorates
(1.5) TISCO have filed litigation against debtor
(1.6) Debtor has filed for protection under Bankruptcy law or other creditors have file bankruptcy

against debtor, therefore delaying debt repayment to TISCO or
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(2) Debtor has more than 90 day past due (principal or interest), or debtor is classified as substandard or
lower according to the Notification of the Bank of Thailand Re: Criteria for Assets Classification and Provision
of Commercial Bank.

TISCO has prudently managed non-performing loans (NPLs) with effective risk management tools and
stringent practice of loan collection, debt restructuring and write-off process. TISCO has applied Collective
Approach for loan loss provisioning to the car hire-purchase portfolio. The loan loss reserve was derived
from the best estimate of expected credit losses from the portfolio over the next 12 months, based historical
loss data incorporating with adjustment for the forecasted economic condition. Loan loss reserve of TISCO
consists of specific reserve for classified loan and general reserve reflecting the prudent provisioning policy

to mitigate potential risk.

2. Concentration Risk

Most of TISCO portfolio consists of hire purchase portfolio, of which concentration is very low. For the
commercial loan portfolio, it was diversified into three different sectors: manufacturing and commerce, real
estate and construction, and public utilities and services. There is slight concentration in real estate sector
which has been managed under risk management procedure. However, commercial loan portfolios are
almost fully collateralized. In loan approval process, appropriate proportion of collateral value and financing
amount is maintained to ensure that risks were kept within a manageable level. Additionally, collateral
values will be regularly appraised and effective loan drawdown procedure has been implemented. Portfolio

credit quality was closely monitored.

3. Collateral Risk

Most of the total lending portfolio in TISCO was asset backed or with collateral. For the hire purchase
portfolio, the underlying asset under the loan agreement itself is still owned by TISCO. In case the
borrowers of hire purchase loans cannot meet the terms and conditions, TISCO can follow up and seize the
underlying assets immediately. After repossession, the process of asset liquidation can be completed within

one month.

A major risk factor in the hire purchase business depends on the market value of used cars. A substantial
decrease in the market value of a used vehicle results in credit loss, which directly affects the net income
and capital of TISCO. Market prices for used cars depend on such diverse factors as market demand, type,

brand and tax regulations.

However, judging by past records, the recovery rate for asset liquidation in the secondary market was
somewhat high at 70-90% of the remaining net financing amount, which helped in absorbing losses from
defaulted loans. TISCO has attempted to minimize credit risk by regularly updating its information regarding
trends in the used car market, requiring high-value collateral, sufficient down payment, and favoring well-

known brands in the secondary market.
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For commercial and mortgage loans, most collateral extended as loan guarantees was in the form of real
estate, of which the value could be deducted for the purposes of loan loss provisioning. Collateral values
were appraised according to BoT rules and regulations.

Generally, the risk of real estate value changes depends on economic conditions. A recession in the Thai
economy might result in lower values, which would require TISCO to reserve higher loan loss provisions.
Moreover, the legal process of collateral acquisition through related laws and enforcement is both costly and

time consuming. However, all pending cases are closely monitored on a regular basis.

4. Property Risk from Foreclosed Assets
Property risk from foreclosed assets is the impairment of assets transferred from loans, hire purchase
receivable on which debtors had defaulted on their repayment obligations under the loan contracts or

restructured receivables.

Definition of Assets Impairment

Impairment of Assets means an exceeding of the carrying amount of an asset over its recoverable amount.
TISCO assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, TISCO estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell
and its value in use. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In determining fair value
less costs to sell, an appropriate valuation model is used. These calculations are corroborated by a valuation
model that based on information available, reflects the amount that TISCO could obtain from the disposal of
the asset in an arm’s length transaction between knowledgeable, willing parties, after deducting the costs of

disposal.

Impairment losses are recognized in the income statement. For assets other than goodwill, an assessment is
made at each reporting date as to whether there is any indication that previously recognized impairment
losses may no longer exist or may have decreased. If such indication exists, TISCO estimates the asset’s
recoverable amount. An impairment loss recognized in prior periods for an asset other than goodwill shall be

reversed.

Credit Risk Exposures under Standardized Approach
In order to maintain the minimum capital requirement under Standardized Approach, External Credit
Assessment Institution Rating (ECAI) has been applied for the corporate portfolio in 2010 in order to better

reflect risk of client comparing with the risk weight of 100% has been applied for all TISCO corporate loans.

Credit Risk Exposures under Internal Rating Based Approach
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Internal Rating Based (IRB) Phase Rollout Plan

As Basel II capital requirement has been effective since the end of June 2010, TISCO Group has adopted
standardized approach (SA) for credit risk capital calculation in the first year and has been permitted from
Bank of Thailand to rollout internal rating based approach (IRB) for credit risk capital calculation from the

period of December 31, 2012. The detail of phase rollout plan which is approved from Bank of Thailand is as

follow.
Credit Portfolio Implementation Period
1. Hire Purchase Portfolio Period of 31 December 2009
2. Corporate Loan Portfolio Period of 31 December 2012
3. Auto Cash Portfolio Period of 31 January 2016
4. Floor Plan Financing Period of 31 January 2017
5. Other Commercial Lending Period of 31 December 2020

Scope of Internal Rating System Implementation
TISCO Group has adopted IRB approach for the calculation of credit risk-weighted assets for hire purchase
portfolio which is the major portfolio of TISCO Group since the period of 31 December 2009. The credit

scoring systems are developed from statistical modeling and validated performance by independent unit.

TISCO Group regularly performs the credit scoring model validation process on quarterly basis to ensure the
performance and consistency of scoring system, regarding to the market environment and risk

characteristics of current customers. The validation result is reported to Risk Management Committee.

The credit grades resulted from the credit scoring models shall be used in credit risk-weighted assets
following IRB approach. Moreover, the credit grades shall also be used in credit approval process, portfolio

performance monitoring, loan loss provisioning and business strategic planning.

Furthermore, TISCO Group has also adopted foundation IRB approach for the calculation of credit risk-
weighted assets for corporate loan portfolio since the period of 31 December 2012. The credit rating
systems are developed from the cooperation of Credit Analyst and Risk Management functions and validated

performance by independent unit.

TISCO Group regularly performs the validation process of corporate credit rating model on annual basis to
ensure the integrity and consistency of rating system, regarding to the economic situation and firm-specific

risk of current customers. The validation result is reported to Risk Management Committee.

The credit ratings resulted from the credit rating models shall be used in credit risk-weighted assets,

employed the IRB function under Basel III. Additionally, the credit ratings shall also be used as the

Information disclosures regarding to Basel III — Pillar III as of December 31, 2017 13



O

TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED TIsSCO

supplementary tool for credit approval process, portfolio performance monitoring and business strategic

planning.

For year 2016, TISCO Bank has adopted IRB approach for the calculation of credit risk-weighted assets for
auto cash portfolio since the period of 31 January 2016. The credit scoring systems are developed following
the frameworks as used in hire purchase portfolio. The credit scoring model validation process is performed

on quarterly basis and the validation result is reported to Risk Management Committee.

Moreover, TISCO Bank has adopted IRB approach for the calculation of credit risk-weighted assets for Floor
Plan Financing since the period of 31 January 2017 where the credit rating systems are developed in

accordance with the frameworks as used in corporate loan portfolio.

The credit grades resulted from the credit scoring models shall be used in credit risk-weighted assets
following IRB approach. Moreover, the credit grades shall also be used in credit approval process, portfolio

performance monitoring, loan loss provisioning and business strategic planning.

Internal Rating Structure

Hire purchase and auto cash portfolios are retail credit portfolio which is managed as a portfolio pool. The
credit scoring system is developed as a tool for portfolio management. The internal credit scorings for hire
purchase and auto cash businesses comprise of two main scoring systems which are Application Credit
Scoring to be used in loan origination process, and Behavior Credit Scoring to assess and monitor portfolio

quality, maintain loan loss reserve, and calculate credit risk-weighted assets.

In loan origination process, the customer shall be generated the credit score and corresponding credit grade
based on the customer’s characteristics data, combined with requested loan facilities. Meanwhile, the
customer’s payment behavior shall be incorporated with customer characteristics and loan facilities to
produce credit score and corresponding credit grade for portfolio monitoring and credit risk-weighted asset
calculation. The behavior credit scoring system is classified into two major groups which are non-defaulted
group and defaulted group. For non-defaulted group including Pass and Special Mention loan, credit grade of
can be divided into 12 grades from 1 to 12 for hire purchase portfolio and divided into 8 grades from 1 to 8
for auto cash portfolio where an obligor of loan has credit worthiness and payment behavior to meet its
financial commitments respectively from exceptional credit to poor credit, while for defaulted group including
Sub-standard Doubtful and Doubt to Loss loan, credit grade can be divided into N2 which represents
defaulted accounts with 4-6 overdue installments and N3 which represents defaulted accounts with overdue

installments greater than 6.

Corporate loan and Floor Plan Financing portfolios are managed under the individual basis and the credit
rating is applied to large corporate client applying all loan which portfolio managed based on individual client

treatment. The internal credit rating for corporate loan portfolio comprises of two main rating systems which
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are Corporate Credit Rating to be applied to all corporate clients, and Specialized Credit Rating to be applied
to the entity associated with the financing of individual projects where the repayment is highly dependent on
the performance of the underlying collateral. Both Corporate and Specialized Credit Ratings shall be used in

loan origination process and to monitor portfolio quality, and calculate credit risk-weighted assets.

For corporate credit rating, for non-defaulted group, the credit rating can be divided into 7 ratings from Al
to A7 where an obligor of loan has credit worthiness and payment behavior to meet its financial
commitments respectively from exceptional credit to poor credit. Meanwhile, the credit rating of non-
defaulted group under specialized credit rating can be divided into 4 ratings from S1 to S4 following the
definition under the supervisory slotting criteria published by Bank of Thailand. The credit rating of floor plan
financing is divided into 7 ratings, from FP1 to FP7 where an obligor of loan has credit worthiness and
payment behavior to meet its financial commitments respectively from exceptional credit to poor credit. For
defaulted group of both corporate and specialized credit ratings as well as floor plan credit rating, the credit
rating can be divided into N2 and N3 under the same definition as described in the behavior credit scoring

system of hire purchase portfolio.

Rating Assignment Process

For rating assignment of hire purchase and auto cash customers in credit approval process, customers shall
be generated the credit score and corresponding credit grade based on the application credit scoring model
through the loan origination system. Loan approval procedure and credit result is primarily based on credit
grade results by loan origination system. For rating assignment to use in portfolio monitoring, provisioning
and the calculation of credit risk-weighted asset, customers shall be generated credit score and

corresponding credit grade based on the payment behavior using behavior credit scoring model.

For portfolio monitoring and provisioning, all hire purchase and auto cash customers shall be managed as a
portfolio pool under the same management framework and credit scoring model. However, the hire
purchase and auto cash customers, which are applied IRB approach to calculate credit risk-weighted assets
using behavior credit scoring model, must be complied with BOT’s definition of retail exposures. For hire
purchase and auto cash customers who are not qualified to the definition of retail exposures under IRB

approach shall be adopted standardized approach (SA) for the calculation of credit risk-weighted assets.

For rating assignment of corporate loan and floor plan financing customers, the credit rating shall be
generated to the customer as a part of credit analysis process as done by the credit analysts The corporate
loan and floor plan financing customers which are applied IRB approach to calculate credit risk-weighted
assets must be assigned the credit rating. The customers who are not required to be assigned the credit
rating as defined regarding to the internal guideline shall be adopted standardized approach (SA) for the

calculation of risk-weighted assets.

PD and LGD Estimation and Validation
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TISCO Bank clearly defines the definition of defaulted account for hire purchase and auto cash portfolios
which is the account with overdue more than 3 installments or 90 days, repossessed account and legal
account. Moreover, the definition of defaulted account also includes the account which classified in non-
performing loan definition as sub-standard class, doubtful class or doubtful to loss class, according to the

Bank of Thailand’s notification.

For the estimation of Probability of Default (PDs) of hire purchase and auto cash portfolios, PD estimates are
the long-term average of the historical one-year default rates and adding by a volatility rate of historical
default rates as a margin of conservatism. The data range of historical one-year default rates used for PD

estimation must be covered at least 5 years.

For the estimation of Loss Given Default (LGDs) of hire purchase and auto cash portfolios, LGD estimates
must be the worst loss that can be happened under the worst but potential business environment under the
sufficient conservative confidence level. The LGD estimates are derived based on the historical loss rates

with the range of data to be at least 5 years.

PD and LGD estimates of hire purchase and auto cash portfolios must be regularly validated on quarterly
basis. The estimates are validated through back-testing by comparing the estimates of each reporting period

with the actual default rate and loss rate occurred in that reporting period.

For the validation of PD estimates, TISCO considers if the actual default rates are greater than the PD
estimates, exceeding the acceptable limit. Should the back-testing result exceeded the defined limit, PD

estimates shall be reviewed accordingly.

For the validation of LGD estimates, the actual loss rate shall not exceed the LGD estimates. Should the

actual loss rate exceeded LGD estimates, the LGDs shall be reviewed immediately.

For corporate loan and floor plan financing portfolios, the definition of defaulted account is defined as the
client classified in nonperforming loan, according to the Bank of Thailand notification. Furthermore, the
definition of default client also includes the restructured client whose lending terms has been modified
because of deterioration in the financial condition to reduce and renegotiate its delinquent debts in order to

improve or restore liquidity and rehabilitate so that it can continue its operations.

Due to the low defaulted client data availability of corporate loan portfolio of TISCO Bank, the statistical
method for low default portfolio that can be used to estimate long run PDs with the conservative buffer
under the limitation of the available default data has been adopted to estimate PDs with conservative
cushion.
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For the estimation of LGDs of corporate loan as well as floor plan financing portfolios, TISCO Bank has

adopted the foundation IRB approach to calculate the risk-weighted assets. Thus, the LGDs used in the

calculation must be the standard LGDs provided by the Bank of Thailand.

PD estimates of corporate loan and floor plan financing portfolios must be regularly validated on annual

basis. The estimates are validated through back-testing by comparing the average portfolio PD of each

reporting period with the actual default for the portfolio occurred in that reporting period. The PD estimates,

and credit rating systems if needed, shall be reviewed if the actual default rate of the portfolio is greater

than the average portfolio PD, exceeding the acceptable limit.

Table 8 Assets Exposures and Off Balance Sheet Items before Credit Risk Mitigation

Unit : Million Baht

Items 31-Dec-17 31-Dec-16
1. Assets Exposures 299.782.20 265,622.36
1.1 Total Net Loan 289,960.69 256,674.94
1.2 Met Fixed Income Investment 5,884.73 5,636.64
1.3 Deposits (Including Accrured Interest) 3,936.78 3,310.78
2. Off Balance Sheet Items 3/ 2,814.67 4,500.86
2.1 Aval and Guarantee 624.15 992.95
2.2 OTC Derivative 1,200.00 1,200.00
2.3 Undrawn Committed Line 090,52 2,316.91

m;

Including Accrued Interest and after Netting Unearned Income and Provision

and Including Interbank and Money Market

2 Not Including Accrued Interest and after Netting of Impairment

¥ Before Credit Conversion Factor
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Table 9 Assets Exposures and Off Balance Sheet Items before Credit Risk Mitigation Classified by Country or Region

31-Dec-17

Unit : Million Baht

Assets Exposures Off Balance Sheet ftems ¥
Country or Region Total Total Net Loan | Net Fixed Income | Deposits (Including Total Aval and oTC Undrawn
u Tnvestment ¥ Accrured Interest) Guarantee Derivative  [Committed Line
Thailand 203,128.83 284,122.26 3473.77 3,530.79 2,514.67 624.15 900.00 000.52
Asia Pacific 6,649.83 5,838.43 408.96 402.44 - - - -
America 0.09 0.09 - - - -
Europe 3.46 3.46 300.00 - 300.00 -
TOTAL 299,782.20 239,960.69 5884.73 3,936.78 2,814.67 624.15 1,200.00 990.52
31-Dec-16
Unit : Million Baht
Assets Exposures Off Balance Sheet tems ¥
Country or Region Total Total Net Loan | Net Fixed Income | Deposits (Including Total Aval and oTC Undrawn
Y Investment ¥ Accrured Interest) Guarantee Derivative [Committed Line
Thailand 259,297.29 251,166.60 5,222.48 2,908.22 4,209.86 002.95 900.00 2,316.91
Asia Pacific 6,324.80 5,508.35 414.16 402.28 - - - -
America 0.14 0.14 - - - -
Europe 0.14 0.14 300.00 - 300.00 -
TOTAL 265,622.36  256,674.94 5,636.64 3,310.78 I 4,509.86 992.95 1,200.00 2,316.91
v Including Accrued Interest and after Netting Unearned Income and Provision
and Including Interbank and Money Market
4 Not Including Accrued Interest and after Netting of Impairment (but including unsettlement)
3 Before Credit Conversion Factor
Table 10 Assets Exposures and Off Balance Sheet Ttems before Credit Risk Mitigation Classified by Remaining Maturity
Unit : Million Baht
31-Dec-17 31-Dec-16
Items
=1 Year =1 Year Total =1 Year =1 Year Total
1. Assels Exposures 299,782.20 265,622.36
1.1 Total Met Loan u 59,777.20 230,183.48 289,960.69 51,976.49 204,698.46 256,674.94
1.2 Net Fixed Income Investment ¥ 5,547.93 336.80 5,884.73 4,532.07 1,104.56 5,636.64
1.3 Deposits (Including Accrured Interest) 3,135.71 801.07 3,936.78 3,310.78 - 3,310.78
2. Off Balance Sheet Items 3/ 2,814.67 4,509.86
2.1 Aval and Guarantee 230.85 393.30 624.15 503.92 489.04 992.95
2.2 OTC Derivative - 1,200.00 1,200.00 1,200.00 1,200.00
2.3 Undrawn Committed Line 13.00 a77.52 990.52 189,03 2,127.88 2,316.91
u Including Accrued Interest and after Netting Unearned Income and Provision
and Including Interbank and Money Market, General Provision is netted in the total
4 ot Including Accrued Interest and after Netting of Impairment (but including unsettlement)
¥ Before Credit Conversion Factor
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Table 11 Loan Exposures including Accrued Interest and Fixed Income Investment before Credit Risk Mitigation
Classified by Country or Region following BoT Asset Classification

31-Dec-17

O

TiS0

Unit : Million Baht

Loan Exposures including Accured Interest v

Fixed Income
Investmnet

Country or Region _—
Pass Spe.mal Sub-Standard Doubtful Doubfful of Total Doubtful of Loss
Mentioned Loss
Thailand 228,381.00 17,888.00 2,632.00 1,524.00 1,674.00 252,099.00 1.46
31-Dec-16
Unit : Million Baht
) ) i Fixed Income
Loan Exposures including Accured Interest ™
Investmnet
Country or Region -
Pass Spe_mal Sub-Standard Doubtful Doubtful of Total Doubtful of Loss
Mentioned Loss
Thailand 202,776.00 16,968.00 2,775.00 1,546.00 1,389.00 225,454.00 1.46
u Including Interbank and Money Market Exposures with Accrued Interest
Table 12 Provision (General Provision and Specific Provision) and Write-0ff Amount during The Year for
Loan including Accrued Interest and Fixed Income Investment Classified by Country or Region
31-Dec-17
Unit : Million Baht
/ Fixed Income
Loan Exposures including Accured Interest Y
Investmnet
Country or Region
i 9 - . - Write-Off Amount . -
General Provision | Specific Provision ) Specific Provision
during The Year
Thailand 5,202.00 3,483.00 1.46
Total 6,254.00 5,202.00 3,483.00 1.46
31-Dec-16
Unit : Million Baht
/ Fixed Income
Loan Exposures including Accured Interest Y
Investmnet
Country or Region . i . Write-Off Amount I .
General Provision | Specific Provision ) Specific Provision
during The Year
Thailand 4,910.00 4,285.00 1.46
Total 3,074.00 4,910.00 4,285.00 1.46
u Including Provision and Write-Off Account for Interbank and Money Market with Accrued Interest
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Table 12 Loan Exposures including Accrued Interest® before Credit Risk Mitigation
Classified by Type of Business and BoT Asset Classification
31-Dec-17
Unit : Million Baht
Type of Business Pass Miii;i::d Sub-Standard Doubtful Dnuf;t;u; of Total
- Agricultural and Mining 1,804.00 43.00 15.00 7.00 1.00 1,930.00
- Manufacturing and Commerce 20,969.00 1,179.00 133.00 66.00 107.00 22,454.00
- Real Estate and Construction 15,187.00 170.00 20.00 19.00 18.00 15,444.00
- Public Utilities and Services 24,679.00 972.00 119.00 63.00 65.00 25,898.00
- Housing Loan 19,327.00 633.00 248.00 196.00 405.00 20,811.00
- Hire Purchase 112,005.00 12,159.00 1,590.00 907.00 767.00 | 127,428.00
- Others 34,350.00 2,729.00 479.00 267.00 310.00 38,135.00
Total 228,381.00 17,887.00 2,634.00 1,525.00 1,673.00 | 252,100.00
31-Dec-16
Unit : Million Baht
Type of Business Pass Mseiiitg:gd Sub-Standard Doubtful DDUE:SUE! of Total
- Agricultural and Mining 428.00 31.00 12.00 7.00 1.00 479.00
- Manufacturing and Commerce 18,428.00 1,126.00 155.00 66.00 117.00 19,892.00
- Real Estate and Construction 13,418.00 123.00 38.00 23.00 22.00 13,624.00
- Public Utilities and Services 27,904.00 351.00 320.00 86.00 146.00 28,807.00
- Housing Loan 840.00 50.00 26.00 16.00 49.00 981.00
- Hire Purchase 120,298.00 13,358.00 1,864.00 1,169.00 1,023.00 | 137,712.00
- Others 21,461.00 1,929.00 361.00 179.00 30.00 23,960.00
Total 202,777.00 16,968.00 2,776.00 1,546.00 1,388.00 | 225,455.00
* Including Interbank and Money Market with Accrued Interest
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Table 14 Provision (General Provision and Specific Provision) and Write-0Off Amount

during

The Year for Loan including Accrued Interest* Classified by Type of Business

O

TiS0

Unit : Million Baht

31-Dec-17 31-Dec-16
Type of Business General Specific Write -Oﬂ.: General Specific Wirite -OH.:
. - Amount during . o Amount during
provision provision The Year provision provision The Year
- Agricultural and Mining 25.00 19.00
- Manufacturing and Commerce 633.00 590,00
- Real Estate and Construction 86.00 71.00
- Public Utilities and Services 256.00 428.00
- Housing Loan 315.00 27.00
- Hire Purchase 2,691.00 3,012.00
- Others 1,191.00 753.00
Total 6,254.00 5,202.00 3,483.00 3,074.00 4,910.00 4,285.00
" Induding Interbank and Money Market with Accrued Interest
Table 15 Reconciliation of Change in Provision for Asset Classification
Unit : Million Baht
31-Dec-17 31-Dec-16
Ttems | .
powson | povson | T | poveon | povsan | T
Balance - Beginning of Year 3,074.00 4,910.00 7,984.00 1,131.00 5,037.00 6,168.00
Bad Debt Written-Off - - 3,483.00 - 3483.00 - 4,285.00 - 4,285.00
Increase (Decrease) in Provision during The Year 3,180.00 3,775.00 6,955.00 1,943.00 4,158.00 6,101.00
Balance - End of Year 6,254.00 5,202.00 11,456.00 3,074.00 4,910.00 7,984.00
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Table 16 Assets Exposures and Credit Equivalent Amount of Off Balance Sheet Items* Classified by Asset Classes under SA Approach

TISC0

Unit : Million Baht

31-Dec-17 31-Dec-16
Assets Type
On Balance Sheet | Off Balance Sheet™ Total On Balance Sheet | Off Balance Sheet™* Total
1. Performing
1.1 Claims on Sovereign and Central Bank and Multilateral
Development Bank and Public Sector Entities treated as 5,643.55 - 5,643.55 6,579.62 6,579.62
Claims on Sovereign
1.2 Claims on Finandal Institutions and Public Sector Entities
treated as Claims on Finandial Institutions and Securities 44,301, 76 60,00 44,361.76 35,285.73 60,00 36,345.73
Company
1.3 Cla|ms on Corporate and Public Sector Entities treated as 5. 108.63 20.39 5,129.01 16,419.13 54.54 16,483.67
Claims on Corporate
1.4 Claims on Retai 30,509.43 150  30,510.93 11,126.02 154  11,127.56
1.5 Claims on Residentail Property 13,564.62 - 13,564.62 818.21 818.21
1.6 Other Assets - - - - -
2. Non-performing 1,404.36 - 1,404.36 733.45 733.45
Total 100,532.33 81.89 100,614.22 71,962.14 126.08 72,088.23

= after Credit Conversion Factor and Specific Pravision

== Including Repo-Style Transaction and Reverse repo

Table 17 Assets Exposures and Credit Equivalent Amount of Off Balance Sheet Items* Classified by Asset Classes under IRB Approach

Unit : Million Baht
31-Dec-17 31-Dec-16
Assets Type
On Balance Sheet | Off Balance Sheet™* Total On Balance Sheet | Off Balance Sheet™* Total
1. Mon-Default 206,223.54 1,031.96 207,255.49 198,952.48 2,295.20 201,247.68
1.1 Corporate Lending 45,315.98 1,031.96 46,847.94 34,530.29 2,295.20 36,825.49
1.2 Hire Purchase 150,794.83 - 150,794.83 155,906.14 - 155,906.14
1.3 Equity Exposures 2,427.94 - 2,427.94 2,177.57 - 2,127.57
1.4 Other Assets 7,184.79 - 7,184.79 6,388.48 - 6,388.48
2. Default 2,638.83 - 2,638.83 3,223.78 - 3,223.78
Total 208,862.37 1,031.96 209,894.32 202,176.26 2,295.20 204,471.46
* After Credit Conversion Factor and Spedfic Provision
** Including Repo-Style Transaction and Reverse repo
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Table 18 Assets Exposures and Off Balance Sheet Items* after Credit Risk Mitigation in each Assets Type Classified by Risk Weight under Standardised Approach

Unit : Million Baht

31-Dec-17
Assets Type

Exposures with Rating Exposures without Rating

Risk Weight (%)| i} ‘ 20 | 50 ‘ 100 ‘ 150 i} ‘ 20 | 50 | 35 ‘ 75 ‘ 100 ‘ 625 | 937.5 |1[I[If8.5%

Performing

1 Claims on Sovereign and Central Bank and
Multilateral Development Bank and Public Sector 5,821.51 - - - 408.96
Entities treated as Claims on Sovereign

2 Claims on Financial Institutions and Public Sector
Entities treated as Claims on Financial Institutions 216.64 | 1,988.32 47.40 811.12 -
and Securities Company

3 Claims on Corporate and Public Sector Entities
treated as Claims on Corporate 1438.36 - 15.24 - -

4 Claims on Retail
5 Claims on Residentail Property

6 Other Assets

Risk Weight (%) 100/8.5%

Non-performing ¥

Exposures to be Deducted from Capital

Unit : Million Baht

31-Dec-16

Assets Type
osures with Ratin osures without Ratin
q a

Risk Weight (%) 0 ‘ 20 | 50 ‘ 100 ‘ 150 0 ‘ 20 | 50 | 35 ‘ 75 ‘ 100 ‘ 625 | 937.5 |1001’8.5%

Performing

1 Claims on Sovereign and Central Bank and
Multilateral Development Bank and Public Sector 6,235.68 - - 414.16 -
Entities treated as Claims on Sovereign

2 Claims on Financial Institutions and Public Sector
Entities treated as Claims on Financial Institutions 30.30 | 1,430.30 | 1,608.23 - -
and Securities Company

3 Claims on Corporate and Public Sector Entities

treated as Claims on Corporate 934.69 - 0.93 - - 13,294.31

4 Claims on Retail
5 Claims on Residentail Property

6 Other Assets

Risk Weight (%), 100/8.5%

Non-performing v

Exposures to be Deducted from Capital

* After Credit Conversion Factor

Y For Hon Credit Risk Mitigation, Risk Weight is based on the Provision Set up
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Table 19 Credit Risk Assessment Information under IRB Approach for Corporate Exposures

TiS0

31-Dec1/ Unit : Million Baht
Non-Defaulted Group Default Group
Type of Retail Exposures - - - - - -
EapY (Mm) | @ PD¥ (%) | @ RWH (%) | EADY (MM) | @ PD¥ (%) | @ RWA (%)
Corporate Lending (excluding Specialized Lending and SME) 24,787.42 3.52% 66.19% - 100.00% 0.00%
SME classified as Corporate Lending 9,133.01 3.69% 85.09% 48.36 100.00% 0.00%
Specialized Lending 13,505.54 N.A. 76.36% - N.A. 0.00%
Total 47,425.97 72.72% 48.36
31-Dec16 Unit : Million Baht
Non-Defaulted Group Default Group
Type of Retail Exposures - - - - - -
eapt (Mm) | @ pD¥ (%) | @ RW¥ (%) | EADY (MM) | @ PD¥ (%) | @ RW (%)
Corporate Lending (excluding Specialized Lending and SME) 21,988.59 2.17% 56.28% - 100.00% 0.00%
Specialized Lending 15,351.39 N.A. 75.82% - N.A. 0.00%
Total 37,339.97 64.31% -

Y The net amount after CRM of total outstanding amount of on-balance sheet items and credit converted amount of off-balance sheetitems

# @ PD is EAD-weighted average of PD, Downturn PD based on IRB capital calculation

* @ RW is EAD-weighted average of risk weighted asset

Table 20 Credit Risk Assessment Information under IRB Approach for Hire Purchase (Pooled basis)

31-Dec-17

Unit : Million Baht

Mon-Defaulted Group Defaulted Group
Type of Retail Exposures - - - - - - - -
eap¥ (Mm) | @ PDY (%) | @ RWY (%) | @1GD ¥ (%) | EADY (Mm) | B PD¥ (%) | @ RWY (%) | @ LGD ¥ (%)
Hire Purchase 131,815.12 5.93% 42.30% 30.23% 3,082.96 100.00% 88.13% 32.14%
Auto Cash 21,140.43 7.97% 73.61% 47.38% 437.08 100.00% 145.33% 47.38%
Total 152,955.56 6.22% 46.63% 32.60% 3,520.05 100.00% 95.24% 34.03%
31-Dec'16 Unit : Million Baht
Mon-Defaulted Group Defaulted Group
Type of Retail Exposures - - - - - - - -
EaDY (MM) | @ PDY (%) | @RWY (%) | @LGD ¥ (%) | EADY (MM) | B PD¥ (%) | @ RWY (%) | @ LGD ¥ (%)
Hire Purchase 140,591.79 4.41% 59.23% 45.99% 3,909.11 100.00% 208.40% 47.19%
Auto Cash 17,524.13 8.09% 76.20% 49.58% 386.52 100.00% 187.67% 49.58%
Total 158,115.92 4.81% 61.11% 46.39% 4,295.64 100.00% 206.53% 47.40%
¥ The net amount after CRM of total outstanding amount of on-balance sheet items and credit converted amount of off-balance sheet items
Y @rDis EAD-weighted average of FD, Downturn FD based on IRB capital calculation which is conservatively bias
. FD under capital calculation is much higher than the long-term average FD or actual FD
@ RW is EAD-weighted average of risk weighted asset
“@enis EAD-weighted average of LGD, Downturn LGD based on IRB capital calculation which is conservatively bias
and much higher than the actual LGD
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Table 21 The Net Amount after CRM of Total Outstanding Amount and Off-balance Sheet Amount after CCF under IRB Approach
Classified by Expected Loss Rating

31-Dec-17 31-Dec-16
Type of Retail Exposures MNon-Defaulted Group Defaulted Group Mon-Defaulted Group Defaulted Group
EAD ELY (20) EAD ELY (%) EAD ELY (%) EAD ELY (%)
Hire Purchase 131,815.12 1.95% 3,082.96 25.08%| 140,591.79 2.10% 3,909.11 30.52%
Auto Cash 21,140.43 3.78% 437.08 35.75% 17,524.13 4.01% 386.32 34.57%
Total 152,955.56 2.20% 3,520.05 26.41%| 158,115.92 2.31% 4,295.64 30.88%
V5 EL + FEAD,
EL is estimated based on capital calculation under IRB approach, Downturn EL, which is conservatively bias
and higher than the estimated EL under normal situation
Table 22 The Net Amount after CRM of Total Outstanding Amount of Specialized Lending
under IRB Approach adopting Supervisory Slotting Criteria Classified by “%Risk Weight
Unit : Million Baht
EADY (MM)
Supervisory Grade %Risk Weight
31-Dec-17 31-Dec-16
Excellent 70% 8,881.47 10,325.42
Excellent™ 50% - -
Good 90% 4,181.73 4,527.04
Good™ 75% - -
Satisfactory 115% 288.56 202.68
Weak 250% - -
Default 0% - -
Total 13,351.76 15,145.15
Y The net amount after CRM of total cutstanding amount of spedalized lending
Table 23 Actual Loan Losses of IRB Bank Classified by Asset Type
Unit : Million Baht
Actual Loss
Assets Type
31-Dec-17 31-Dec-16
Hire Purchase 769.67 1,485.02
Auto Cash 87.91 175.63
Total 857.58 1,660.65
25
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Table 24 Comparison of Expected Loss and Actual Loan Losses

O
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Unit : Million Baht

31-Dec-17 31-Dec-16
Assets Type ;
Expected loss™ Actual Loss Expected loss Actual Loss
Hire Purchase 3,340.49 769.67 4,150.00 1,485.02
Auto Cash 954.51 87.91 836.13 175.63
Total 4,295.00 857.58 4,986.13 1,660.65

v Expected loss is estimated based on Basel II - IRB approach, Downturn EL

Which is incredibly higher than the Actual Loss as well as its Historical Average

Credit Risk Mitigation

Based on the Basel III minimum capital requirement under Standardized Approach and Foundation Internal
Rating Based Approach, Credit Risk Mitigation (CRM) has become effective in obtaining capital relief.

Currently in TISCO, only financial collateral and guarantee are considered applied eligible collaterals

following the Bank of Thailand’s rules and regulation under CRM process.

In addition, TISCO still has no
policy to adopt netting agreements in both on and off balance sheet under CRM process.

Table 25 Assets Exposures Covered with Collateral under Standardised Approach Classified by Type of Collateral

Unit ; Million Baht

31-Dec-17 31-Dec-16
Assets Type Financial Guarantee and Finandal Guarantee and
Collateral ¥ |Credit Derivative| Collateral ¥ |Credit Derivative
1. Performing
1.1 Claims on Finandal Institutions and Public Sector
Entities treated as Claims on Finandial Institutions - 642.62 - 70,22
and Securities Company
1.2 Claims on Corporate and Public Sector Entities
treated as Claims on Corporate 116.31 B 727,71 1,526.02
1.3 Claims on Retail 75,50 R .50 _
2. Non-performing - - - -
Total 192,91 642.62 73731 1,596.24

Y Eligible Financial Collateral after Haircut
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Table 26 Assets Exposures Covered with Collateral under IRB Approach Classified by Type of Collateral

Unit ; Million Baht

31-Dec-17 31-Dec-16
Assets Type Finandial Guarantee and Finandial Guarantee and
Colateral ¥ |Credit Derivative| Collateral ¥ |Credit Derivative
Performing
1 Corporate Lending (exduding Spedialized Lending 2 433.54 474.37 2 782,95 )
and SME) e ' P8
2 5ME dassified as Corporate Lending 577.39 1.730.98
3 Spedalized Lending 153,79 _ 205,24
Total 3,060.94 1,859.14 2,782.25 206.24

Y Eligible Financial Collateral after Haircut

Most of TISCO's eligible collateral applied under CRM process consists of Government Bond, TISCO’s
Negotiable Certificate of Deposit (NCD) and Bill of Exchange (BE), and Listed Equity where the appraisal
value has been performed regularly following the Bank of Thailand guideline. Moreover, positive correlation

of the collateral shall be assessed and reviewed in order to ensure the effectiveness of credit risk mitigation.

Market Risk
An effective market risk management has been established by adopting the risk management policy
approved by the Risk Management Committee, supported by enterprise risk management function in order

to ensure appropriate application of the policy in all functions.

In accordance with the market risk capital requirement based on the Bank of Thailand’s rules and
regulations, since the trading book position of TISCO is still below the minimum thresholds, TISCO is
required to maintain its capital to support the market risk only for the element that cover the price risk of
commodities related product. However, internal market risk assessments including all positions related to
price and interest rate change has been performed to ensure the effective market risk management still in

place.

Table 27 Minimum Capital Requirement for Market Risk under Standardised Approach

Unit : Million Baht

Minimum Capital Requirement for Market Risk under SA 31-Dec-17 | 31-Dec-16
1. Interest Rate Risk - -
2. Equity Price Risk - -
3. Foreign Exchange Rate Risk - -
4, Commodity Price Risk 45.58 45.06

Total 45.58 45.06
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Equity Exposures in Banking Book
Market risk of equity in banking book stems from adverse changes in securities prices, which directly affect

net income, capital, asset value, and liabilities of TISCO.

= Market Risk Management in Equity Framework

Risk Management Committee is responsible to oversee the portfolio risk management and control of market
risks. The business lines are accountable to manage market risks in their portfolios within the guidelines and
limits set by the Risk Management Committee. Specific-Purpose Risk Authorities have been established in
high-risk areas to oversee all aspects of transaction-level risks, such as setting investment guidelines,
authorizing investment transactions and trade counterparties etc.

Market exposures shall be grouped appropriately according to the nature and characteristics of risks
involved. Suitable risk treatment framework shall be implemented to effectively manage each class of market
exposures. Portfolio market risks of all assets and liabilities shall be assessed and quantified using the
Value-at-Risk (VaR) concept employing methodologies and techniques appropriate to the nature of risks
involved. Back-testing has been prudently performed to validate internal value-at-risk model. In addition,
Stress testing in place as a supplement to VaR is performed under various extreme scenarios. The risk
assessment and corresponding risk treatment has taken into account the transaction intent as well as the

market liquidity of the securities.

Sophisticated market risk positions, such as derivatives securities, shall be handled with special attention.
Derivative risks must be decomposed into basic risks and analyzed such that the inherent risk profile is
clearly understood. In addition, derivative risk management policy has been set up in order to effectively
control and manage risks from derivative transactions with appropriation to complexity of the derivative.

Important market risk factors are provided as follows:

(1) Listed Equity Risk
The vulnerability of market price will directly affect listed equity investment portfolio in available-for-sale
book in which a change in its value would impact the equity through unrealized gains or losses and would

impact the net profit once the equity sold.

TISCO calculates VaR for risk assessment purposes and files reports to management in charge as well as to
the Risk Management Committee on a daily basis. VaR is a maximum potential loss at a predefined
confidence level at 99% and time horizon. For effective risk management and control, trigger limits have
been set up to monitor the overall market risk profile according to internal guidelines, such as concentration

trigger limit, stop-loss trigger limit, etc.

(2) Non-Listed Equity Risk
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Presently, our investment strategy is not to increase the size of the non-listed equity portfolio. TISCO is
instead seeking opportunities to liquidate them, while at the same time closely monitoring portfolio quality

on a regular basis.

Policy in Determining Fair Value of Financial Instruments

A fair value is the amount for which an asset can be exchanged or a liability settled between knowledgeable,
willing parties in an arm’s length transaction.

In determining the fair value of financial instruments that are not actively traded and for which quoted
market prices are not readily available, the business units exercise judgment, using a variety of valuation
techniques and models. The input to these models is taken from observable markets, and includes

consideration of liquidity, correlation and long-term volatility of financial instruments.

In determining the fair value of financial instruments, the estimate fair value will be adjusted by reserve with
respective risk. For financial instruments with duration of one year or less, the book value represents a
reasonable estimate of fair value. For financial instruments with duration greater than one year, fair value
was determined based on the quoted market prices, where available, or otherwise based on present values
of contractual cash flows, discounted using rates at which financial instruments with similar features and

maturities could be issued as of the balance sheet date.

The methods and assumptions used by TISCO in estimating the fair value of financial instruments are as
follows:

- For financial assets and liabilities which have short-term maturities or carry interest at rates
approximating the market rate, including cash, interbank and money market items (assets), securities and
derivatives business receivables, receivable from clearing house, deposits, interbank and money market
items (liabilities), liabilities payable on demand, payable to clearing house, and securities and derivative
business payables, the carrying amounts in the balance sheet approximate their fair value.

- The fair value of debts and equity securities is generally derived from quoted market prices, or
based on generally accepted pricing models when no market price is available.

- Loans and accrued interest, except for hire purchase receivables and other retail loans, are
presented at fair value which is the book value less allowance for doubtful accounts, since most loans carry
interest at floating rates. Hire purchase receivable and other retail loans are presented at fair value, which is
the present value of future cash inflows, discounted by the current interest rate for new loans.

- The fair value of debentures and borrowings is estimated by discounting expected future cash
flow by the current market interest rates of the borrowings with similar terms and conditions.

- The fair value of derivatives is based on the market price, or a formula which is generally
accepted in cases where there is no market price.

The fair value of the other off balance sheet items cannot be reasonably determined and thus it has not

been disclosed.
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Unit : Million Baht

Equity Exposures 31-Dec-17 31-Dec-16
1. Equity Exposures
1.1 Listed Equity Exposures (Both Domestic and Foreign)
- Cost Value 267.04 320.30
- Market Value 449.18 405.00
1.2 Other Equity Exposures (Both Domestic and Foreign) 1,355.48 1,247.00
2. Profit (Loss) from Sale of Equity during The Period 21.40 1.00
3. Revaluation Surplus (Deficit) from Available for Sale of Equity 80.00 -137.00
4, Minimum Capital Requirement for Equity Exposures under IRB 281.65 237.29
5. Equity Exposure under IRB with Exemption to Calculate under Standardised Approach 2,427.94 2,127.57

Interest Rate Risk in Banking Book

Interest rate risk in banking book is considered an impact to the vulnerability of earnings and economic
value including assets and liabilities profile whenever there is a change in interest rate both on and off
balance sheet position.

= Interest Rate Risk in Banking Book Management Framework

Interest rate risk occurs whenever there is a mismatch in the re-pricing period of assets and liabilities. A
movement in the level of interest rates may lead to higher borrowing costs when compared to earnings,
resulting in lower interest rate income, which in turn influences TISCO’s income and capital. The Risk
Management Committee also acts as the Assets and Liabilities Management Committee (ALCO), which is

responsible for managing and maintaining interest rate risk at an appropriate level.

Under the TISCO internal model in assessing interest rate risk in banking book, the risk has been measured
on a monthly basis by applying the appropriate assumptions in order to estimate the interest rate movement
and applying the concept of Value at Risk to calculate the possible impact to TISCO earnings at confident
level of 99%.

Table 29 Impact from Change in Interest Rate® to Earnings

Unit : Million Baht

Impact to Earnings
Currency
31-Dec-17 31-Dec-16
Baht 269.04 10.29
uspD - -
EURD - -
Others - -
Total Impact to Earnings 269.04 10.29

* Change in Interest Rate of 100 bps
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Operational Risk
Reference is made to the definition given by Basel Committee on Banking Supervision of the Bank for
International Settlements and in accordance with the Policy Statement of the Bank of Thailand in regard to
the Operational Risk Management. Operation Risk is defined as the vulnerability of earnings, capital, or
business continuity due to inadequate or deficient or failed internal processes, people, technology or external
factors including the legal risk and fraud risk. The impact can be classified into financial loss and non-
financial loss as reputational damage and business opportunity losses. TISCO Group well realizes that the
operational risk is one of the risks that may significantly impact to the business undertaking of TISCO Group.
Thereby, TISCO Group puts more emphasis on the operational risk management and continuously develops
the operational risk management programs and processes with an aim to minimize the possible operational
risks.

= Operational Risk Management Framework
The operational risk management policy is set by TISCO Financial Group Public Company Limited and
coherent adoption across all subsidiary companies in TISCO Group. Operational Risk Management function
performs duties in supporting and impelling all functions in proceeding operations in accordance with the
framework stipulated in the operational risk management policy as well as providing assurance on the
adequate control systems established for each business under risk-return perspectives. Compliance functions
shall have duty in overseeing all functions to operate in compliance with the rules and regulations of the
supervisory authorities. Internal Audit function shall independently conduct audit process and provide
assurance on the internal control system and whole risk management processes under the supervision of the
Audit Committee.

In year 2017, TISCO Group has expanded its businesses into various aspects in both extending the existing
businesses as well as setting up new businesses; therefore, operational risk increased accordingly following
the business expansion. Nevertheless, the inherent risks in all aspects of such new businesses were analyzed
and well managed to assure that the possible risks were mitigated to be in acceptable risks with prudent
control process establishment in compliance with TISCO New Business Guideline prior to launching. As a
result of business expansion in the year 2017 as well as the increasing trend of complex fraudulent behavior
in current environment, in addition to the effective implementation of fraud risk management process for
proper determining fraud response plan to mitigate risks to contain in the acceptable level. In 2017, TISCO
has planned to enhance the capacity of Transaction Fraud Monitoring System. The system shall be capable
to detect the irregularities in order to have further prudent investigation on the appropriateness of

transactional execution and minimize the possible losses incurred either to customers or TISCO.

Pursuant to the ongoing operational risk management process of the TISCO Group, it starts from the
establishment of operational risk management culture by building control awareness to all business units and
educating them in regard to the stipulations according to the operational risk management framework for
thorough understanding and perception. For practicing as risk owner, all functions shall have to participate
and take accountabilities in managing operational risk of functions under their supervision. Operational Risk

Management function shall have duty in managing overall operational risk in an enterprise wide addition to
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the duty in supporting, overseeing and monitoring all functions to proceed in accordance with the
determined operational risk management framework. In the process of operational risk assessment, the key
operational risk would be identified together with the assessment on the control effectiveness. The remedial
action plan as well as the Key Risk Indicators would be subsequently determined in order to mitigate the
revealed residual risks or prevent the incurrence of possible risks for properly mitigating risks for properly
containing them within the acceptable risk level appropriate to each business (Risk and Control Self-
Assessment). The result of the risk assessment in corporate level would be reported to the Risk Management

Committee and the Audit Committee for acknowledgement.

In regard to the incident management process which treated as an integral part of operational risk
management, TISCO Group has arranged the supporting system to log and track the incidents. The purpose
of the system arrangement is aimed to have the systematic and integrated remedial process with monitoring
control for timely responses. Other than that, the incident and loss database would be gathered to make
analysis for mitigating repeated risks for monitoring purpose in order to minimize the error rate or enhance
the operational efficiency. In addition, the TISCO has formulated the guideline and authority delegation for
considering and approving the compensation made to the customers in order to have the standardized
practice and fair to affected customers. The overall results of the incident incurrence within TISCO Group as
well as the notable operational incidents as well as the summarized report of compensation made to
customers would be reported to the relevant committees for acknowledgement and determination remedial
actions as deemed appropriate. With respect to the complaint handling and management process, TISCO
arranged various channels for accepting complaints and determined the measures for handling and resolving
complaints cases within determined timeframe. The complaint cases shall be analyzed and summarized the
results to report to the relevant managements for considering improving the effectiveness of operational

processes as deemed appropriate.

Whereas the TISCO Group undertakes financial businesses and provides financial services to customers, the
continuity of business undertaking in order not to disrupt the services provision to the customers is the
crucial matter that the TISCO Group highly emphasizes on. TISCO has well developed and proactively
prepared readiness of every system and process relating to the critical businesses for ascertaining the
continuous business operations (Business Continuity Plan) without any disruption. Within the Business
Continuity Plan, it also covers the process for recovering the critical systems to resume their availabilities
within the determined period and the other relevant contingency and backup plans. The actions according to
the Business Continuity Plan are subjected to be tested on an regular basis in order to make all relevant
business units perceive and understand their roles and responsibilities and actions required to be taken
whenever disaster incurs. In addition, TISCO has realized the severity of several impacts which may affect to
the safety of employees, customers, counterparties or other relevant parties, thereby, the Emergency Plan
has been established as an integral part of the Business Continuity Plan to determine appropriate action
plans for managing various emergency situations exposed from external events with the primary objective to
secure the safety and minimize possible losses. In order to support and enhance the efficiency of the

proceeding in accordance with the Business Continuity Plan, TISCO Group has determined communication
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plan and channels for communication between managements and employees including the communicating
channels with the external parties in order to convey the situation updates and the corporate action plans to

all relevant persons in the timely manner.

Given the current situation, cyber threats are a growing potential risk that could cause damage to the
organization's business operations either in the form of monetary effects or corporate reputation or any
other forms. TISCO are well aware of the impact of such threats and proactively prepares the preventive
measures and proper response plan in the event of such impacts incurred. To raise awareness and
perception of all employees, the enhancement of the understanding on cyber threats is regularly conducted
through organizational training, posting on various office places including the announcement of information
on the corporate website with an aim to avoid or reduce the possibility of being affected by cyber threats.
Additionally, the study on the potential cyber-crime attack, monitoring and assessment on possible IT risks
and cyber threats are regularly conducted in order to effectively improve the quality of risk management,
appropriately harden the security and prepare for preventive measures and establish response plan including
the communication plan both for internal and external parties. In 2017, TISCO has arranged the cyber drill
in form of tabletop test with the participants of top managements, head of relevant functions including the
function responsible for corporate communication and all customer touch point functions in order to make all
relevant functions gain thorough understanding and perceive their roles and responsibilities in responding

the cyber-attack whenever the event incurred.
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Attachment 1

Composition of capital disclosure requirements
Main features of regulatory capital instruments
Subject Description
1 |lssuer TISCO Financial Group Public Company Limited
2 Unigue identifier TISCO241A TISCO242A TISCO256A TISCO25DA TISCO268A TISCO2T2A TISCO2TNA
BOT' regulatory treatment
3 Instrument type (CET 1/ Tier 1/ Tier 2) Tier 2 Tier 2 Tier 2 Tier 2 Tier 2 Tier 2 Tier 2
4 Qualified as capital under Basel Il Qualified Qualified Qualified Qualified Qualified Qualified Qualified
5 If not, specify ungualified feature as per the Basel Il regulation - - - - - - -
6 Recognised as capital partially orin full Fully recognised Fully recognised Fully recognised Fully recoenised Fully recognised Fully recoenised Fully recoenised
7 Eligible 2t solo/ eroup / group & solo Group & Solo Group & Solo Group & Solo Group & Solo Group & Solo Group & Solo Group & Solo
8  |Amount recognised in regulatory capital (Unit: million baht) 1.600 MM baht 800 MM baht 2000 MM baht 2000 MM baht 680 MM baht 1.000 MM baht 600 MM bzht
9 Par value of instrument {Unit: baht) 1,000 baht 1,000 baht 1,000 baht 1,000 baht 1,000 baht 1,000 baht 1,000 baht
10 |Accounting classification Financizl lizbilities stated at | Financizl lizbilities stated 2t | Finandizl lizbilities stated 2t | Financial lizbilities stated at | Finandial liabilities stated 2t | Financial liabilities stated at | Financial liabilities stated at
amortised cost amortised cost amortised cost amortised cost amortised cost amortised cost amortised cost
11 |Original date of issuance January 29, 2014 February 19, 2014 June 3, 2015 December 17, 2015 August 10, 2016 February 23, 2017 Mowvember 15, 2017
12 |Perpetual or dated Dated Dated Dated Dated Dated Dated Dated
13 Original maturity date January 29, 2024 February 19, 2024 June 5, 2025 December 17, 2025 August 10, 2026 February 23, 2027 Movemnber 15, 2027
14 |lssuer call subject to prior superdsory approval Issuer call option with BOTs | lssuer call option with BOT's | Issuer call option with BOTs | Issuer call option with BOTs | Issuer call option with BOTs | Issuer call option with BOTs | Issuer call option with BOTs
prior approval prior approval prior approval prior approval prior approval prior approval prior approval
15 Optionzl @l date, contingent call dates and redemption amount  |{1) On the 5th anniversary from the issue date or on any (1) On the 5th anniversary from the issue date or at any coupon dates after the 5th year of issuance; or
coupon dates after the 5th year of issuance if the issuer is able |(2) Any change in tax law which affect tax benefits of the issuer; or
o finance equal or greater quantity of capital instead of the  |(3) Any change in regulatory capital requirement that occurs on or after the issue date which disqualifies these debentures to be included in the Tier 2 capital
instruments, or the issuer possesses Tier 1 capital larger than of the issuer; or
the minimum determined by the BOT after redemption; or (4} Any other conditions which the Bank of Thailand may prescribe
(2) The issuer is able to demonstrate that interests paid by this
instrument can no longer be deducted as expenditure of the
issuer for tax benefits; or
(3) Any cases or conditions to be specified by the BOT in the
future.
16 Subsequent czll dates, if applicable
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Coupons / Other retums
17 Fixed or flozating dividend / coupon Fixed Fixed Fixed Fixed Fixed Fixed Fixad
13 Coupon rate and any related index Fixed at 6.0% Fixed at 6.0% Fixed at £.5% Fixed at 4.25% Fixed at 3.875% Fixed at 4.0% Fixed at 3.70%
19 Existence of a dividend stopper No dividend stopper No dividend stopper No dividend stopper No dividend stopper No dividend stopper No dividend stopper No dividend stopper
20 Fully discretionary, partially discretionary or mandatory Mandatory Mandatory Mandatory Mandatory Mandatory Mandatory Mandatory
21 Existence of step up or other incentive to redeem No step up interest payment | No step up interest payment | No step up interest payment | No step up interest payment | No step up interest payment | No step up interest payment | No step up interest payment
22 Non-cumulative or cumulative Non-cumulative Non-cumulative Non-cumulative Non-cumulative Non-cumulative Non-cumulative Noncumulative
23 |Comvertible or non-convertible Non-convertible Non-comvertible Non-comvertible Non-convertible Non-comvertible Non-comvertible Non-convertible
24 If cornertible, comersion triggen(s) - - - - - - -
25 If corvertible, fully or partially - - - - - - -
26 If convertible, comversion rate - - - - - - -
27 If corvertible, spedify instrument type convertible into - - - - - - -
28 If convertible, spedify issuer of instrument it comerts into - - - - - - -
29 |Write-down feature Write-down feature Write-down feature Write-down feature Write-down feature Write-down feature Write-down feature Write-down feature
30 If write-down, write-down trigger(s) In case of non-viability and regulatory authorities deciding  |In case of non-viability and/or regulatory authorities deciding to provide financial aids to the issuer, these debentures may be required to be written off
to provide financial aids to the issuer, these debentures (fully or partially).
may be written off in proportion not exceed the lowering of
par value of common share and preferred share after the
lowering of such shares is made.
31 If write-dowen, full or partial Full or partial write-down Full or partial write-down Full ar partial write-down Full ar partial write-down Full ar partial write-down Full or partial write-down Full or partial write-down
32 If write-down, permzanent or temparary Permanent Permanent Permanent Permanent Permanent Permanent Permanent
33 if tempaorary write-down, description of write-up mechanism - - - - - - -
34 |Position in subordination hierarchy in liquidation (specify instrument Hybrid debt capital Hybrid debt capital Hybrid debt capital Hybrid debt capital Hybrid debt capital Hybrid debt capital Hybrid debt capital

type immediztely senior to instrument)

instrument / Preferred stock

/ Commeon stock

instrument / Preferred stock

/ Common stock

instrument / Preferred stock

/ Common stock

instrument / Preferred stock

/ Common stock

instrument / Preferred stock

/ Common stock

instrument / Preferred stock

/ Commeon stock

instrument / Preferred stock

/ Commeon stock
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Attachment 2

Reconciliation Reguirements

Unit: MM baht
Balance sheet as in published Under regulatory scope of
References
ltems related to capital funds as of Decemnber 31, 2017 financial statements consolidation
(a) (b) ©
Assets

1. Cash 132481 132481
2. Interbank and money market items - net 44 64715 44 647 15

3. Claims on security -

4. Derivatives assets -
5. Investments - net 7.547.14 T7.547.14
6. Investment in subsidiaries - net 57393 573.93

7. Leoans to customers and accrued interest receivables

7.1 Loans to customers 271,12525 27112525
72  Accrued interest receivables T15.65 T15.65
Total loans to customers and accrued interest receivables 271,840.91 271,840.91
73 Less Deferred revenue -19.741 .46 -19.7414d6
T4 Less Allowances for doubtful accounts -11,447.17 -11,447.17
75  Less Revaluation allowance for debt restructuring -8.95 -895
Total loans to customers and accrued interest receivables - net 240,643.34 240,643.34

8. Customers' liabilities under acceptances -
9. Property foreclosed - net 527 527
10. Premises and equipment - net 265320 265320
11.  Goodwill and intaneible assets - net 537.70 537.70
12,  Deferred tax assets 74315 743.15
13, Cther assets - net 471273 474559
Total Assets 303,388.41 303,421.27
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Balance sheet as in published

Under regulatory scope of

References
temns related to capital funds as of December 31, 2017 financial staterments consolidation
(@) (b) @
Liabilities
14. Deposits 180.,503.84 180,803.54
15.  Interbank and money market itemns - nat 401751 401751
16. Liabilities payable on dermand 43136 43136
17. Liabilities to deliver security
18.  Financial lizbilities designated at fair value through profit and loss
19, Derivatives liabilities 2982 2082
20. Debts issued and borrowings
20.1 Subordinated unsecured debentures 6,680.00 6,680.00 K
202 Unsubordinated unsecured debentures 5692170 5692170
203 Unsubordinated guaranteed debentures
204 Bills of exchange and Promissory notes TAT692 747692
21, Lishilities under acceptances
22, Provisions 734.85 T34.85
23 Accrued interest payables 1563 1563
24, Cther liabilites 11.545.01 11,577.87
Total Liabilities 268,656.64 268,689.50
25. Shareholders' Equity
251 Share capital
2511 Registered
25.1.1.1 Preferrad shares 034 034
25112 Common shares 8.006.69 8,006.69
2512 lIssued and paid-up
25121 Preferred shares 0.10 0.10 J
25122 Common shares 8,006.46 8,006.46 A
252 ‘Warrants
253  Share gremium (discount)
2531 Share premium (discount) on preferred shares
2532 Share premium (discount) on cormmon shares 101841 101841 B.1
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Balance sheet as in published Under regulatory scope of
References
ltems related to capital funds as of December 31, 2017 financial staternents consolidation
(@ (b) ©
254 Capital surplus on treasury stock - preferred shares
255 Capital surplus on treasury stock - commeon shares
256 Other components of shareholders' equity
256.1 Surplus on revaluation of assets 87928 87928 E
2562 Revaluation surplus (decifit) of equity investrment 7953 7953 F
2563 Revaluation surplus (decifit) of debt securities investment 1738 1738 G
2564 Translation differences - -
2565 Gains {losses) on cash flow hedges -226 -226 H
2566 Gains {losses) on hedges of a net investment in foreign operations - -
2567 Share of cthar comprehensive income of assorciates - -
2568 Other components from owner changes 67927 67927 B2
257 Retained =arnings (deficit)
2571 Appropriated
25711 Statutory reserves 801.00 801.00 C
25712 Others 1771151 D
2572 Unappropriated 2312536 541385
258 Less Treasury stocks - preferred shares - -
259 Less Treasury stocks - common shares - -
Equity attributable to owners of the company 34,604.53 34,604.53
2510 Mon-controlling interests of the subsidiaries 127.24 127.24
Total Shareholders’ Equity 34,731.76 34,731.76
Total Liabilities and Shareholders' Equity 303,388.41 303,421.27
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Reconciliation requirements related to capital funds

TISC0

Unit: MM baht

Capital Funds as of December 31, 2017

Components of capital funds

References under regulatory

scope of consolidation

(d)
(e)
Common Equity Tier 1 (CET1): Eligible items for Common Equity Tier 1
1 |Paid-up shares capital net of treasury stocks 8.00646 A
2 |Warrants -
3 |Premium (discount) on common share capital - net 1,01841 B.1
4 |Statutory reserves 801.00 C
5 |Reserve appropriated from net profit -
& |Retasined earmings after appropriation 1771151 D
T |Accumulated other comprehensive income
7.1 Change in incremental from revaluation appraisal of land, buildings, or units of condominium 37928 E
T2 Gain (loss) on revaluation of available for sale equity investment 7953 F
73  Gain (loss) on revaluation of available for sale debt securities 1391 G
CVIEIEU‘:U?JEE 20% EI!-. uA. 57)
74  Gain (loss) from translation of financial staternents of foreign operations -
75  Gain (loss) on fair value estimation of derivatives for cash flow hedge reserve -226 H
T&  Gain (loss) on hadges of a net investment in a foreign operation -
8 |Other iterns from owner changes 67927 B2
9 |Mon-controlling interest of subsidiaries operating in commercial bank business which can be counted as CET1 of consolidated -
financial institutions
10 |Total Cemmen Equity Tier 1 (CET1) before regulatory adjustments and deduction items 29,187.10
Common Equity Tier 1 (CET1): Regulatory adjustments
11 [Change in fair value of derivatives for cash flow hedge reserve -
12 |fils (wenu) avaufifinannmsdantd3f Fair value option -
13 |Other items specified by the Bank of Thailand -
14 |Total regulatory adjustments to Common Equity Tier 1 -
Common Equity Tier 1 (CET1): Deduction iterns
15 [Net loss -
16 [Goodwill -
17 |intangible assets 43016 |
(nzoatulay 20% Sy 1A, 57)
13 |Deferred tax assets 85548
19 |Shortfall of provision -
20 |Securitisation gain on sale -
21 |Reciprocal cross-holdings in common equity between banks and other financial business companies and other supporting -
business
22 |Investrnent in equity including warrants of finance companies and credit foncier companies, which are held directly and indirectly -
23 |Investrment in equity including warrants counted as CET 1 of other financial institutions or other consolidated financial institutions -
cther than spedified in no. 21 and 22
24 |Value of underlying financial instruments countable as Tier 1 capital under shareholders' equity of cther financial institutions or -
financial groups, in case of buying equity derivatives
25 |Investrant in equity including warrants of joint venture companies -
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TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED

TiS0

Capital Funds as of December 31, 2017

Components of capital funds

References under regulatory

scope of consolidation

(d)
(e)
26 |lnvestment in equity including warrants of companies engaged in financial business and supporting business which are held not -
exceeding 10% of paid-up share in each company
27 |lnvestment in equity including warrants of companies engaged in financial business and supporting business which are held -
axceeding 10% of paid-up share in each company
28 |Other items specified by the Bank of Thailand -
29 |Deductions from Additional Tier 1 capital, for the remaining amounts in case Additional Tier 1 capital is insufficient to be fully -
deducted
30 |Total regulatory deductions from Common Equity Tier 1 1,285.61
31 |Total Common Equity Tier 1 (CET1) 27,901.49
Additional Tier 1 Capital: Eligible items for Additional Tier 1
32 |Procesds from issuance of non-cumnulative prefarred shares, after deducting the repurchase of non-cumulative prefarred shares 0.10 J
33 |Warrants of non-cumulative preferred shares -
34 |Proceeds from issuance of subordinated debts, in which the holders' right to receive payment is after depositors, creditors and -
holders of Tier 2 financial instruments
35 |Premium (discount) on the instruments under no. 32 to 34 -
36 |Mon-controlling interest of subsidiaries which can be counted as Additional Tier 1 capital -
37 |Total Additional Tier 1 capital before deduction items 0.10
Additional Tier 1 Capital: Deduction iterns
38 |Treasury financial instruments countable as Tier 1 capial -
39 |Reciprocal cross-holding in financial instruments qualified as Additional Tier 1 capital between banks and other financial -
companies or other supporing business
a0 (Investrnent in financial instruments qualified as Additional Tier 1 capital of other banks or other financial companias, which ara -
held directly and indirectly
a1 |Investrent in financial instruments qualified as Additional Tier 1 capital of other financial institutions or consolidated financial -
companies, other than specified in no. 39 and 40
42 |Value of underlying financial instruments qualified as Additional Tier 1 capital of other financial institutions or cther consolidated -
financial companies, in case of buying bond / equity derivatives and in case of selling protection of credit derivatives
a3 |lnvestment in financial instruments qualified as Additional Tier 1 capital of companies engaged in financial business and -
supporting business which ara held not exceading 10% of all paid-up shares
a4 |Investrent in finandial instruments qualified as Additional Tier 1 capital of companies engaged in financdial business and -
supporting business which are held exceeding 10% of all paid-up shares
a5 |Other items specified by the Bank of Thailand -
a6 |Deductions from Tier 2 capital, for the remaining amounts in case Tier 2 capital is insufficient to be fully deducted -
47 |Total regulatory deductions from Additional Tier 1 capital -
48 |Total Additional Tier 1 capital (AT1) 0.10
49 |Total Tier 1 capital (T1 = CET1+AT1) 27.901.59
Tier 2 Capital: Eligible itemns for Tier 2
50 |Proceeds from issuance of cumulative preferred shares, after deducting the repurchase of cumulative preferred shares -
51 |Warrants of cumulative preferred shares -
52 |Proceeds from issuance of subordinated debts, in which the holders' right to receive payment is after depositors and creditors 6.680.00 K
53 |Premium (discount) on the instruments under no. 50 to 52 -
54 |General provision 84987
55 |Surplus of provision 68552
56 |Mon-controlling interest of subsidiaries which can be counted as Tier 2 capital -
57 |Total Tier 2 capital before deduction items 8,21539
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TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED

TISC0

Capital Funds as of December 31, 2017

Components of capital funds
(d)

References under regulatory
scope of consolidation

(e)

Tier 2 Capital: Deduction items

58

Repurchase of financial instruments qualified as Tier 2 capital

59

Reciprocal cross-helding in financial instruments qualified as Tier 2 capital between banks and other financial companies or other

supporing business

Imvestment in finandial instruments qualified as Tier 2 capital of other banks or other financial companies, which are held directly

and indirectly

61 [Investment in financial instruments qualified as Tier 2 capital of other finandial institutions or consclidated financial companies, -
other than specified in no. 59 and 60

62 [Value of underlying financial instruments qualified as Tier 2 capital of cther finandial institutions or other consolidated financial -
companies, in case of buying bond / equity derivatives and in case of selling protection of credit derivatives

63 [Investment in financial instruments qualified as Tier 2 capital of companies engaged in finandial business and supporting business -
which are held not exceeding 10% of all paid-up shares

64 |Investment in financial instruments qualified as Tier 2 capital of companies engaged in finandial business and supporting business -
which are held exceading 10% of all paid-up shares

65 |Other items specified by the Bank of Thailand -

66 [Total regulatory deductions from Tier 2 capital -

67 |Total Tier 2 capital (T2) 8,215.39

68 |Total Capital (TC = T1+T2) 36,116.98
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TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED

Capital composition during the transitional period under Basel lil

Tisco

Attachment 3

Unit: MM baht

Remaining amount subject to
Capital Funds as of December 31, 2017
transitional adjustment under Basel Il
Commeon Equity Tier 1 (CET1): Eligible itermns for Commen Equity Tier 1
1 Paid-up shares capital net of treasury stocks B.006.46
2 \Warrants
3 Premium (discount) on commen share capital (net) 101841
4 Statutory reserves 801.00
5 Reserve appropriated from net profit
<] Retained earnings after appropriation 1771151
7 |Accumulated other comprehensive income
7.1 Change in incremental from revaluation appraisal of land, buildings, or units of condominium 87928
7.2 Gain (loss) on revaluation of available for sale equity investment 7953
73 Gain (loss) on revaluation of available for sale debt securities 1391 348
74 Gain (loss) from translation of financial statements of foreign operations -
75 Gain (loss) on fair value estimation of derivatives for cash flow hedge reserve -2.26 -
7.6 Gain (loss) on hedges of a net investment in a foreign operation -
B |Other items from cwner changes 67927
9 [Mon-controlling interest of subsidiaries operating in commercial bank business which can be counted as CET1 of consolidated -
financial institutions
10 (Total Common Equity Tier 1 (CET1) before regulatory adjustments and deduction items 29,187.10
Common Equity Tier 1 (CET1): Regulatory adjustments
11  |Change in fair value of derivatives for cash flow hedee reserve
12 |Accumulated gain (loss) on fair value option
13 |Other items spacified by the Bank of Thailand
14 (Total regulatory adjustments to Cormmon Equity Tier 1 -
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Tisco

Remaining amount subject to
Capital Funds as of December 31, 2017
transitional adjustrment under Basel IIl
Common Equity Tier 1 (CET1): Deduction itermns
15 |Met loss -
16 |Goodwill -
17 |Intaneible assets 43016 10754
18  |Deferred tax assets 85546
19 |Shortfall of provision -
20 |Securitisation gain on sale - -
21 |Reciprocal cross-holdings in common equity between banks and other financial business companies and other supporting -
business
22 |Investment in equity including warrants of finance companies and credit foncier companies, which are held directly and indirectly -
23 |Investment in equity including warrants counted as CET 1 of other financial institutions or other consolidated financial -
institutions other than specified in no. 21 and 22
24 |Value of underlying financial instruments countable as Tier 1 capital under shareholders' equity of other financial institutions or -
financial groups, in case of buying equity derivatives
25 |Investment in equity including warrants of joint venture companies -
26 |Investment in equity including warrants of companias engaged in financial business and supporting business which are held not - -
exceeding 10% of paid-up share in each company
27 |Investment in equity including warrants of companias engaged in financial business and supporting businass which are held - -
exceeding 10% of paid-up share in each company
28 |Other items specified by the Bank of Thailand -
29  |Deductions from Additional Tier 1 capital, for the remaining amounts in case Additional Tier 1 capital is insufficient to be fully -
deducted
30 |Total regulatory deductions from Common Equity Tier 1 1,28561
31 |Total Common Equity Tier 1 (CET1) 27,901.49
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TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED

TiSCo

Remaining amount subject to
Capital Funds as of December 31, 2017
transitional adjustment under Basel Il
Additional Tier 1 Capital: Eligible iterns for Additional Tier 1
32 |Proceeds from issuance of non-cumulative preferred shares, after deducting the repurchase of non-cumulative preferred shares 0.10
33 |Warrants of non-cumulative preferred shares
34 |Proceeds from issuance of subordinated debts, in which the holders' right to receive payment is after depositors, creditors and
holders of Tier 2 financial instruments
35  |Premium (discount) on the instruments under no. 32 to 34
36  |Mon-controlling interest of subsidiaries which can be counted as Additional Tier 1 capital -
37 |Total Additional Tier 1 capital before deduction iterns 0.10
Additional Tier 1 Capital: Deduction items
38 |Treasury finandial instruments countable as Tier 1 capial
39 |Reciprocal cross-holding in financial instruments qualified as Additional Tier 1 capital between banks and other financial
companies or other supporing business
40 (Investment in finandial instruments gualified as Additional Tier 1 capital of other banks or other finandial companies, which are
held directly and indirectly
41  (Investment in financial instruments gualified as Additional Tier 1 capital of other financial institutions or consolidated financial
companies, octher than specified in no. 39 and 40
42  |Value of underlying financial instruments qualified as Additional Tier 1 capital of other financial institutions or other consolidated
financial companies, in case of buying bond / equity derivatives and in case of selling protection of credit derivatives
43 (Investment in finandal instruments gualified as Additional Tier 1 capital of companies engaged in finandal business and -
supporting business which are held not exceeding 10% of all paid-up shares
44 |Investment in financial instruments qualified as Additional Tier 1 capital of companies engaged in finandial business and -
supporting business which are held exceeding 10% of all paid-up shares
a5 |Other iterns specified by the Bank of Thailand
4  |Deductions from Tier 2 capital, for the remaining amounts in case Tier 2 capital is insufficient to be fully deducted
47  |Total regulatory deductions from Additional Tier 1 capital -
48 |Total Additional Tier 1 capital (AT1) 0.10
49 |Total Tier 1 capital (T1 = CET1+AT1) 27,901.59
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Unit: MM baht

Remaining amount subject
Capital Funds as of December 31, 2017 to transitional adjustment
under Basel I
Tier 2 Capital: Eligible iterns for Tier 2
50 |Proceeds from issuance of cumulative preferred shares, after deducting the repurchase of cumulative preferred shares
51  |Warrants of curulative preferred shares
52 |Proceeds from issuance of subordinated debts, in which the holders' right to receive payment is after depositors and creditors 6,680.00 R
53 |Premium (discount) on the instruments under no. 50 to 52
54  |General provision 842 87
55 |Surplus of provision 68552
56  |Non-controlling interest of subsidiaries which can be counted as Tier 2 capital -
57 |Total Tier 2 capital before deduction items 821539
Tier 2 Capital: Deduction items
58 |Repurchase of financial instruments qualified as Tier 2 capital
59  |Reciprocal cross-holding in financial instruments qualified as Tier 2 capital between banks and other financial companies or
other supporing business
60 |Investment in financial instruments qualified as Tier 2 capital of other banks or other financial companies, which are held
directly and indirectly
61  |Investment in finandal instruments qualified as Tier 2 capital of other financial institutions or consolidated finandial companies,
other than specified in no. 59 and 60
62 |Value of underlying financial instruments qualified as Tier 2 capital of other financial institutions or other consolidated financial
companies, in case of buying bond / equity derivatives and in case of selling protection of credit derivatives
63 |Investrment in finandial instruments qualified as Tier 2 capital of companies engaged in financial business and supporting -
business which are held not exceeding 10% of all paid-up shares
64 |Investment in financial instruments qualified as Tier 2 capital of companies engaged in financial business and supporting -
business which are held exceeding 10% of all paid-up shares
65  |Other items specified by the Bank of Thailand
66 |Total regulatory deductions from Tier 2 capital -
67 |Total Tier 2 capital (T2) 8,215.39
68 |Total Capital (TC = T1+T2) 36,116.98
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TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED 11560

Capital instruments which are not qualified under Basel III requirement will be phased out at the rate of
10% each year since 2013, and will no longer be included as capital from 2022 onward. For TISCO Group,

there was no capital instrument unqualified under Basel III at the end of December 2017.
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