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Land and Houses Bank Public Company Limited 
Notes to interim financial statements
For the three-month and nine-month periods ended 30 September 2018 and 2017
1. The Bank’s information


Land and Houses Bank Public Company Limited (“the Bank”) was incorporated as a public limited company under Thai laws and has been operating a commercial bank business in Thailand. LH Financial Group Public Company Limited is the parent company, holding 99.99% of the issued and paid-up share capital of the Bank. 


The Bank’s registered office is located at No. 1, on the G, 1st, 5th, 6th and 32nd floors of              Q-House Lumpini Building, South Sathorn Road, Thungmahamek Sub-district, Sathorn District, Bangkok. As at 30 September 2018 and 31 December 2017, the Bank has 1 head office and 132 branches in Thailand. 
2. Basis for preparation of interim financial statements 

These interim financial statements have been prepared in accordance with Thai Accounting Standards No. 34 “Interim Financial Reporting”, whereby the Bank chose to present condensed interim financial statements. However, the Bank has presented each line item in the statements of financial position, comprehensive income, changes in owners’ equity, and cash flows in the same format as that used in the annual financial statements, which are in accordance with the Bank of Thailand’s Notification No. Sor Nor Sor. 21/2558 regarding “Preparation and Announcement of Financial Statements of Commercial Banks and Parent Companies of Financial Holding Groups”, dated 4 December 2015.

The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.

The interim financial statements in Thai language are the official statutory financial statements of the Bank. The interim financial statements in English language have been translated from the interim financial statements in Thai language.
3. New and revised financial reporting standards
3.1
Financial reporting standards that became effective in the current year

During the period, the Bank adopted the revised financial reporting standards and interpretations (revised 2017) which are effective for fiscal years beginning on or after               1 January 2018. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes and clarifications directed towards disclosures in the notes to financial statements. The adoption of these financial reporting standards does not have any significant impact on these financial statements.

3.2
Financial reporting standards that will become effective in the future

The Federation of Accounting Professions issued the financial reporting standard TFRS 15 Revenue from Contracts with Customers, which is effective for fiscal years beginning on or after 1 January 2019 and a set of 5 standards related to financial instruments, which are effective for fiscal years beginning on or after 1 January 2020. Key principles of these standards are summarised below.

TFRS 15 Revenue from Contracts with Customers

TFRS 15 supersedes TAS 11 Construction Contracts and TAS 18 Revenue, together with related Interpretations. Entities are to apply this standard to all contracts with customers unless those contracts fall within the scope of other standards. The standard establishes a five-step model to account for revenue arising from contracts with customers, with revenue being recognized at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a customer. The standard requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances when applying each step of the model.

At present, the Bank’s management is evaluating the impact of this standard to the financial statements in the year when it is adopted.


Thai Financial Reporting Standards related to financial instruments

The set of TFRSs related to financial instruments consists of five accounting standards and interpretations, as follows:

Financial reporting standards:

	TFRS 7
	Financial Instruments: Disclosures

	TFRS 9 
	Financial Instruments


Accounting standard:

	TAS 32 
	Financial Instruments: Presentation


Financial Reporting Standard Interpretations:

	TFRIC 16 
	Hedges of a Net Investment in a Foreign Operation

	TFRIC 19
	Extinguishing Financial Liabilities with Equity Instruments



These TFRSs related to financial instruments make stipulations relating to the classification of financial instruments and their measurement at fair value or amortised cost (taking into account the type of instrument, the characteristics of the contractual cash flows and the company’s business model), calculation of impairment using the expected credit loss method, and hedge accounting. These include stipulations regarding the presentation and disclosure of financial instruments. When the TFRSs related to financial instruments are effective, some accounting standards, interpretations and guidance which are currently effective will be cancelled.   


At present, the Bank’s management is evaluating the impact of this set of TFRSs related to financial instruments to the financial statements in the year when it is adopted.

4. Significant accounting policies


The interim financial statements are prepared using the same accounting policies and methods of computation as those were used for the financial statements for the year ended           31 December 2017, except for adoption of new and revised financial reporting standards, as described in Note 3 to the interim financial statements.
5. Derivative assets

As at 30 September 2018 and 31 December 2017, the carrying values and the notional amounts of derivatives held for banking book of the Bank were classified by type of risk as follows:

(Unit: Thousand Baht)
	
	30 September 2018
	31 December 2017

	
	Carrying value
	Notional
	Carrying value
	Notional

	Types of risk
	Assets
	Liabilities
	amounts *
	Assets
	Liabilities
	amounts *

	
	
	
	
	
	
	

	Foreign exchange rate and interest rate
	112,429
	-
	1,037,011
	103,651
	-
	1,045,789

	Total
	112,429
	-
	1,037,011
	103,651
	-
	1,045,789


* Disclosed only in case that the Bank has an obligation to pay.
Derivatives held for banking book are obligations under contracts, which are not held for trading, and are measured on an accrual basis. Components of foreign exchange are recognised as gains (losses) on exchange at the end of the reporting periods as revenues or expenses in profit or loss and are presented under derivatives assets or liabilities, as the case maybe. Components of interest rate are recognised as interest income or expense according to the contracted installments as they fall due and recorded as accrued interest receivables or payables and presented as a part of accrued interest receivables on investments or interest payables, as the case maybe.
6. Investments
6.1
Classified by investment classification 

	
	(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	Available-for-sale investments - fair value
	
	

	Government and state enterprise securities
	181,903
	-

	Private sector debt securities
	1,029,719
	-

	Domestic marketable equity securities
	
	

	- Stocks
	-
	304,325

	- Investment units
	10,488,937
	7,781,075

	Total available-for-sale investments
	11,700,559
	8,085,400

	Held-to-maturity investments - amortised cost
	
	

	Government and state enterprise securities
	14,311,003
	18,221,113

	Private sector debt securities
	20,513,694
	23,952,936

	Other debt securities
	4,963,061
	4,971,859

	Total held-to-maturity investments (1)
	39,787,758
	47,145,908

	General investments - cost
	
	

	Domestic non-marketable equity securities
	
	

	- Stocks
	5,281
	5,281

	Less: Allowance for impairment
	(25)
	(25)

	General investments - net
	5,256
	5,256

	Investments - net
	51,493,573
	55,236,564


(1)
The fair values of held-to-maturity investments of the Bank as at 30 September 2018 and 31 December 2017 totaled Baht 40,284 million and Baht 48,595 million, respectively.

6.2 
Revaluation surplus on available-for-sale investments

As at 30 September 2018 and 31 December 2017, revaluation surplus (deficit) on available-for-sale investments consisted of:

 (Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	Revaluation surplus on the reclassified investments 
	
	

	Debt securities
	67,008
	533

	Total
	67,008
	533

	Revaluation deficit on the reclassified investments 
	
	

	Debt securities
	(126,522)
	(136,729)

	Total
	(126,522)
	(136,729)

	Revaluation surplus on investments
	
	

	Equity securities
	651,427
	336,910

	Total
	651,427
	336,910

	Revaluation deficit on investments
	
	

	Debt securities
	(35,116)
	-

	Equity securities
	(194,164)
	(19,341)

	Total
	(229,280)
	(19,341)

	Revaluation surplus on available-for-sale investments 
	362,633
	181,373

	Less: Income taxes
	(72,527)
	(36,275)

	Revaluation surplus on available-for-sale investments                 - net of income taxes
	290,106
	145,098


For the nine-month period ended 30 September 2018 and for the year ended 31 December 2017, changes in revaluation surplus on available-for-sale investments were as follows:

	
	(Unit: Thousand Baht)

	
	For the nine-month period ended 

30 September 2018
	For the 

year ended 
31 December 2017

	
	
	

	Balances - beginning of the period/year
	145,098
	(82,251)

	Unrealised gains on revaluation of available-for-sale investments during the period/year
	
104,578
	
338,865

	Realised gains from sales transferred to be recognised in profit or loss
	(97,947)
	(67,383)

	Gains from reclassification of investments
	164,746
	-

	Amortisation of revaluation deficit on the reclassified investments
	9,883
	12,704

	Total gains on revaluation of available-for-sale investments
	181,260
	284,186

	Less: Income taxes
	(36,252)
	(56,837)

	Gains on revaluation of available-for-sale investments - net of income taxes
	145,008
	227,349

	Balances - end of the period/year
	290,106
	145,098


6.3
Investments in companies having problems relating to financial position and operating results
      (Unit: Thousand Baht)
	
	30 September 2018
	31 December 2017

	
	Number of
	
	Fair
	Allowance for
	Number of
	
	Fair
	Allowance for

	
	companies
	Cost
	value
	impairment
	companies
	Cost
	value
	impairment

	General investments
	
	
	
	
	
	
	
	

	Companies which auditors’ report indicating going  concern issues
	1
	25
	-
	25
	1
	25
	-
	25

	
	1
	25
	-
	25
	1
	25
	-
	25


6.4
Reclassification of investment types

During the nine-month period ended 30 September 2018, the Bank reclassified its investments from held-to-maturity investments to be available-for-sale investments, as approved by the resolution of the meeting of its Board of Directors, whereby the fair value and the cost of the reclassified investments as at the reclassification date amounted to Baht 2,660 million and Baht 2,495 million, respectively, and the difference of Baht 165 million was recognised as a part of “Revaluation surplus on available-for-sale investments” in owners’ equity. 

7. Loans to customers and accrued interest receivables

7.1
Classified by loan types
(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	
	
	

	Overdrafts
	4,568,321
	4,856,319

	Loans
	99,075,466
	104,330,635

	Bills
	53,441,062
	44,267,046

	Hire purchase receivables
	388,976
	613,279

	Total loans to customers
	157,473,825
	154,067,279

	Less: Deferred revenue
	(35,855)
	(46,971)

	Loans to customers net of deferred revenue
	157,437,970
	154,020,308

	Add: Accrued interest receivables
	257,347
	257,014

	Total loans to customers and accrued interest receivables
	157,695,317
	154,277,322

	Less:
Allowance for doubtful accounts
	(3,830,497)
	(3,388,686)

	Revaluation allowance for debt restructuring
	(13,340)
	(14,023)

	Loans to customers and accrued interest receivables - net
	153,851,480
	150,874,613


7.2
Classified by business types and loan classification
 (Unit: Thousand Baht)
	
	30 September 2018

	
	
	Special-
	Sub-
	
	Doubtful
	

	
	Pass
	mention
	standard
	Doubtful
	of loss
	Total

	
	
	
	
	
	
	

	Agricultural and mining
	1,957,261
	-
	-
	-
	8,156
	1,965,417

	Manufacturing and commerce
	39,545,670
	248,667
	1,460
	62,756
	841,981
	40,700,534

	Real estate and construction
	22,508,769
	179,791
	38,649
	-
	742,079
	23,469,288

	Public utilities and services
	37,236,753
	1,030,930
	-
	2,331
	747,378
	39,017,392

	Housing loans
	22,630,616
	141,399
	52,252
	22,315
	725,870
	23,572,452

	Financial intermediation
	26,785,628
	-
	-
	-
	197,375
	26,983,003

	Others
	1,674,548
	17,426
	1,382
	514
	36,014
	1,729,884

	Loans to customers net of deferred revenue
	152,339,245
	1,618,213
	93,743
	87,916
	3,298,853
	157,437,970


 (Unit: Thousand Baht)
	
	31 December 2017

	
	
	Special-
	Sub-
	
	Doubtful
	

	
	Pass
	mention
	standard
	Doubtful
	of loss
	Total

	
	
	
	
	
	
	

	Agricultural and mining
	183,267
	-
	-
	-
	-
	183,267

	Manufacturing and commerce
	32,310,410
	459,631
	40,881
	162,568
	628,693
	33,602,183

	Real estate and construction
	20,549,393
	217,654
	-
	-
	822,979
	21,590,026

	Public utilities and services
	38,800,549
	524,411
	73,946
	17,580
	828,856
	40,245,342

	Housing loans
	26,449,373
	240,532
	45,054
	24,534
	582,917
	27,342,410

	Financial intermediation
	29,067,918
	38,231
	-
	-
	-
	29,106,149

	Others
	1,886,855
	28,328
	9,582
	6,769
	19,397
	1,950,931

	Loans to customers net of deferred revenue
	149,247,765
	1,508,787
	169,463
	211,451
	2,882,842
	154,020,308


7.3
Classified by loan classification 

(Unit: Thousand Baht)
	
	30 September 2018

	
	Loans to 

customers and 
	Net amount used                for setting allowance 
	
	Allowance

	
	accrued interest
	for doubtful
	Minimum
	for doubtful

	
	receivables
	accounts (1)
	rates
	accounts

	
	 
	
	(Percent)
	

	Provision at BoT’s minimum required rates
	
	
	

	Pass
	152,585,796
	81,990,968
	1
	819,910

	Special-mention
	1,629,009
	102,334
	2
	271,953

	Sub-standard
	93,743
	9,324
	100
	12,171

	Doubtful
	87,916
	68,284
	100
	68,284

	Doubtful of loss
	3,298,853
	793,095
	100
	800,455

	Total
	157,695,317
	82,964,005
	
	1,972,773

	Additional provision for specific debtors                                                                                              
	
	
	
	960,362

	General provision
	
	
	
	897,362

	Total
	
	
	
	3,830,497


(1)
For loans classified as pass and special-mention, net amount used for setting allowance for doubtful accounts means principal balance excluding accrued interest receivables and net of collateral. For loans classified as sub-standard, doubtful and doubtful of loss, it means the principal balance after deduction of the present value of future cash flows expected to be received from debt collection or from the disposal of collateral.

 (Unit: Thousand Baht)
	
	31 December 2017

	
	Loans to 

customers and 
	Net amount used                for setting allowance 
	
	Allowance

	
	accrued interest
	for doubtful
	Minimum
	for doubtful

	
	receivables
	accounts (1)
	rates
	accounts

	
	 
	
	(Percent)
	

	Provision at BoT’s minimum required rates
	
	
	

	Pass
	149,492,387
	75,868,885
	1
	758,689

	Special-mention
	1,521,179
	210,670
	2
	156,988

	Sub-standard
	169,463
	77,545
	100
	77,545

	Doubtful
	211,451
	111,115
	100
	111,115

	Doubtful of loss
	2,882,842
	525,999
	100
	593,225

	Total
	154,277,322
	76,794,214
	
	1,697,562

	Additional provision for specific debtors                                                                                              
	
	
	
	750,000

	General provision
	
	
	
	941,124

	Total
	
	
	
	3,388,686


(1)
For loans classified as pass and special-mention, net amount used for setting allowance for doubtful accounts means principal balance excluding accrued interest receivables and net of collateral. For loans classified as sub-standard, doubtful and doubtful of loss, it means the principal balance after deduction of the present value of future cash flows expected to be received from debt collection or from the disposal of collateral.

7.4
Non-performing loans



As at 30 September 2018 and 31 December 2017, the Bank had the following non-performing loans:
	
	30 September 2018
	31 December 2017

	
	
	

	Non-performing loans (Thousand Baht)
	3,480,512
	3,263,756

	Percentage of non-performing loans to total loans (1)
	1.97%
	1.88%


(1)  The denominator base included interbank and money market items


Non-performing loans calculated based on the notification of the BoT. Those included        sub-standard, doubtful and doubtful of loss, and exclude outstanding loans for which debt restructuring agreements had been made and which have already met the conditions for upgrading to pass or special-mention under the BoT’s criteria.
7.5
Non-accrued loans to customers



As at 30 September 2018 and 31 December 2017, the Bank had the following loans to customers on which interest income recognition was ceased on an accrual basis:
	
	30 September 2018
	31 December 2017

	
	
	

	Non-accrued loans (Thousand Baht)
	3,512,718
	3,288,689

	Percentage of non-accrued loans to total loans (1)
	1.99%
	1.90%


(1)  The denominator base included interbank and money market items
7.6
Loans to customers that have repayment problems or defaulted payments 

As at 30 September 2018 and 31 December 2017, the Bank had loans to customers and accrued interest receivables due from companies and persons, which had repayment problems or defaulted payments, against which allowance for doubtful accounts, were made as follows:

(Unit: Thousand Baht)

	
	30 September 2018

	
	Number of debtors
	Debt balances
	Collateral value
	Allowance for doubtful accounts/Revaluation allowance

	
	
	
	
	

	Companies and persons that have repayment problems or defaulted payments
	342
	5,109,521
	4,125,689
	1,154,563


(Unit: Thousand Baht)

	
	31 December 2017

	
	Number of debtors
	Debt balances
	Collateral value
	Allowance for doubtful accounts/Revaluation allowance

	
	
	
	
	

	Companies and persons that have repayment problems or defaulted payments
	330
	4,784,935
	3,847,214
	951,044


The Bank has inadequate information to disclose transactions in respect of companies whose auditors’ reports indicate that there is substantial doubt about their ability to continue their business as a going concern, and unlisted companies whose financial position and results of operations are the same as those of listed companies delisting criteria. However, the Bank has taken into accounts the guidelines of the BoT in classification and provision for doubtful accounts.

7.7
Troubled debt restructuring


For the nine-month period ended 30 September 2018 and for the year ended 31 December 2017, the Bank had completed restructuring of troubled debts, which were summarised as follows:

    (Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2018

	
	
	Debt balances (principal and 

accrued interest receivables)
	Debt          hair-cut loss
	Losses on

	
	Number                            of debtors
	Before                restructuring
	After
restructuring
	per agreements
	debt

restructuring

	
	
	
	
	
	

	Modification of terms of payments
	53
	2,537,439
	2,495,906
	41,533
	10,683

	Total restructured debts  
	53
	2,537,439
	2,495,906
	41,533
	10,683


    (Unit: Thousand Baht)

	
	For the year ended 31 December 2017

	
	Number                    of 

debtors
	Debt balances (principal and 

accrued interest receivables)
	Losses on 

debt restructuring

	
	
	Before                restructuring
	After                    restructuring
	

	
	
	
	
	

	Modification of terms of payments
	63
	1,504,204
	1,504,204
	1,437

	Total restructured debts
	63
	1,504,204
	1,504,204
	1,437


For the nine-month period ended 30 September 2018 and for the year ended 31 December 2017, the debts restructured as referred to above can be classified by terms of repayment under the restructuring agreements as follows:

	
	(Unit: Thousand Baht)

	
	For the nine-month period ended 

30 September 2018
	For the year ended 

31 December 2017

	Term of repayment under
	Number 
	Debt balances                         
	Number 
	Debt balances                        

	restructuring agreements
	of debtors
	after restructuring
	of debtors
	after restructuring

	
	
	
	
	

	Less than 5 years
	29
	1,676,917
	25
	722,955

	5 - 10 years
	11
	775,265
	18
	711,877

	10 - 15 years
	3
	13,040
	3
	11,518

	More than 15 years
	10
	30,684
	17
	57,854

	Total
	53
	2,495,906
	63
	1,504,204


Supplemental information for the nine-month periods ended 30 September 2018 and 2017, relating to the restructured debts, were as follows:
(Unit: Thousand Baht)

	
	For the nine-month periods ended 30 September

	
	2018
	2017

	
	
	

	Interest income recognised in profit or loss 
	138,374
	94,169

	Cash settlement by debtors
	635,797
	306,284

	Losses on debt restructuring
	10,683
	1,416

	Debt hair-cut loss per agreements
	41,533
	-


As at 30 September 2018 and 31 December 2017, the Bank had restructured debtors with outstanding debt balances as follows:
(Unit: Thousand Baht)

	
	Total debts
	Restructured debts

	
	Number                       of debtors
	Debt balances (principal and accrued interest)
	Number                           of debtors
	Debt balances (principal and accrued interest)

	
	
	
	
	

	30 September 2018
	10,768
	157,695,317
	282
	5,692,526

	31 December 2017
	12,138
	154,277,322
	284
	4,092,409


As at 30 September 2018 and 31 December 2017, the Bank had no outstanding commitments to provide additional loan facilities after restructuring.
7.8
Hire purchase receivables
As at 30 September 2018 and 31 December 2017, the Bank had hire purchase receivables, on which the terms of the agreements were generally between 2 and 8 years and they carried interest at fixed rates stipulated in the agreements.      

(Unit: Thousand Baht)

	
	30 September 2018

	
	Amounts due under the contracts

	
	Less than             1 year
	1 - 5 years
	More than                     5 years
	Total

	Aggregate initial investments under                 the hire purchase agreements
	232,947
	146,943
	9,086
	388,976

	Less: Deferred revenue
	(16,482)
	(10,166)
	             (496)
	(27,144)

	Present value of minimum lease payments
	216,465
	136,777
	8,590
	361,832

	Less: Allowance for doubtful accounts
	
	
	
	(46,903)

	Hire purchase receivables - net
	
	
	
	314,929


(Unit: Thousand Baht)

	
	31 December 2017

	
	Amounts due under the contracts

	
	Less than             1 year
	1 - 5 years
	More than                     5 years
	Total

	Aggregate initial investments under                 the hire purchase agreements
	351,346
	261,933
	-
	613,279

	Less: Deferred revenue
	(25,869)
	(14,479)
	-
	(40,348)

	Present value of minimum lease payments
	325,477
	247,454
	-
	572,931

	Less: Allowance for doubtful accounts
	
	
	
	(57,270)

	Hire purchase receivables - net
	
	
	
	515,661


8. Allowance for doubtful accounts
(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2018

	
	
	
	
	
	
	Additional
	
	

	
	Provision at BoT’s minimum required rates
	provision 
	
	

	
	
	Special-
	Sub-
	
	Doubtful
	for specific
	General
	

	
	Pass
	mention
	standard
	Doubtful 
	of loss
	debtors
	provision 
	Total

	
	
	
	
	
	
	
	
	

	Balances - beginning of the period
	758,689
	156,988
	77,545
	111,115
	593,225
	750,000
	941,124
	3,388,686

	Increase (decrease) during       the period
	61,221
	114,965
	(65,374)
	(21,302)
	258,973
	210,362
	(44,445)
	514,400

	Bad debts written off
	-
	-
	-
	-
	(140)
	-
	-
	(140)

	Decrease as a result of disposals
	-
	-
	-
	(21,529)
	(9,257)
	-
	-
	(30,786)

	Transfer from (to) revaluation allowance for debt restructuring
	-
	-
	-
	-
	(41,533)
	-
	683
	(40,850)

	Transfer to allowance for doubtful accounts for other assets
	-
	-
	-
	-
	(813)
	-
	-
	(813)

	Balances - end of the period
	819,910
	271,953
	12,171
	68,284
	800,455
	960,362
	897,362
	3,830,497


(Unit: Thousand Baht)

	
	For the year ended 31 December 2017

	
	
	
	
	
	
	Additional
	
	

	
	Provision at BoT’s minimum required rates
	provision 
	
	

	
	
	Special-
	Sub-
	
	Doubtful
	for specific
	General
	

	
	Pass
	mention
	standard
	Doubtful 
	of loss
	debtors
	provision 
	Total

	
	
	
	
	
	
	
	
	

	Balances - beginning of the year
	812,374
	168,479
	202,312
	49,614
	320,919
	571,544
	953,385
	3,078,627

	Increase (decrease) during                  the year
	(43,765)
	27,332
	(114,278)
	71,247
	473,186
	178,456
	(13,470)
	578,708

	Bad debts written off
	-
	-
	-
	-
	(14,509)
	-
	-
	(14,509)

	Decrease as a result of disposals
	(9,920)
	(38,823)
	(10,489)
	(9,746)
	(181,527)
	-
	-
	(250,505)

	Transfer from revaluation  allowance for debt restructuring
	-
	-
	-
	-
	-
	-
	1,209
	1,209

	Transfer to allowance for doubtful accounts for other assets
	-
	-
	-
	-
	(5,084)
	-
	-
	(5,084)

	Others
	-
	-
	-
	-
	240
	-
	-
	240

	Balances - end of the year
	758,689
	156,988
	77,545
	111,115
	593,225
	750,000
	941,124
	3,388,686


9. Revaluation allowance for debt restructuring

(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2018
	For the year 
ended 31 December 2017

	
	
	

	Balances - beginning of the period/year
	14,023
	15,232

	Increase during the period/year
	64,698
	4,633

	Decrease during the period/year
	(23,848)
	(6,001)

	Debt hair-cut loss during the period/year
	(41,533)
	-

	Adjustment during the period/year
	-
	159

	Balances - end of the period/year
	13,340
	14,023


10. Properties foreclosed

The movement of properties foreclosed for the nine-month period ended 30 September 2018 was as follows:

       (Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2018

	
	31 December 2017
	Increase
	Disposal
	Change of appraisers
	30 September 
 2018

	Properties foreclosed - Immovable assets
	
	
	
	

	Appraised by external appraisers:
	
	
	
	

	Cost
	9,424
	31
	-
	-
	9,455

	Allowance for impairment
	-
	-
	-
	-
	-

	Net book value
	9,424
	31
	-
	-
	9,455

	Appraised by internal appraisers:
	
	
	
	

	Cost
	90,813
	3,776
	(18,003)
	-
	76,586

	Allowance for impairment
	-
	-
	-
	-
	-

	Net book value
	90,813
	3,776
	(18,003)
	-
	76,586

	Properties foreclosed - Immovable assets
	100,237
	3,807
	(18,003)
	-
	86,041

	Properties foreclosed - Movable assets
	
	
	
	

	Appraised by external appraisers:
	
	
	
	

	Cost
	3,560
	-
	-
	-
	3,560

	Allowance for impairment
	(1,660)
	(38)
	-
	-
	(1,698)

	Net book value
	1,900
	(38)
	-
	-
	1,862

	Properties foreclosed -  

   Movable assets
	1,900
	(38)
	-
	-
	1,862

	Total properties foreclosed
	102,137
	3,769
	(18,003)
	-
	87,903


As at 30 September 2018 and 31 December 2017, the Bank’s properties foreclosed were not obligated under the agreements to sell to the former debtors at fixed prices and within the specified periods and were not subject to the first refusal rights granted to the former debtors. 

11. Premises and equipment
The movement of premises and equipment for the nine-month period ended 30 September 2018 was as follows:







(Unit: Thousand Baht)

	Cost
	

	1 January 2018
	1,201,265

	Additions
	34,161

	Written-offs/disposals
	(5,225)

	30 September 2018
	1,230,201

	Accumulated depreciation
	

	1 January 2018
	942,952

	Accumulated depreciation on written-offs/disposals
	(5,173)

	Depreciation charged for the period
	74,194

	30 September 2018
	1,011,973

	Net book value
	

	31 December 2017
	258,313

	30 September 2018
	218,228


12. Intangible assets

The movement of intangible assets for the nine-month period ended 30 September 2018 was as follows:

(Unit: Thousand Baht)

	Cost
	

	1 January 2018
	668,948

	Additions
	123,769

	30 September 2018
	792,717

	Accumulated amortisation
	

	1 January 2018
	498,814

	Amortisation charged for the period
	36,481

	30 September 2018
	535,295

	Net book value
	

	31 December 2017
	170,134

	30 September 2018
	257,422


13. Deferred tax assets and income taxes 
13.1
Deferred tax assets
The components of deferred tax assets included deferred income taxes arose from the following transactions:
	
	(Unit: Thousand Baht)

	
	30 September
	31 December
	Changes in deferred income taxes for the nine-month     periods ended 30 September

	
	2018
	2017
	2018
	2017

	Deferred tax assets (liabilities) arose from:
	
	
	
	

	Allowance for doubtful accounts                            - general provision 
	179,472
	188,225
	(8,753)
	8,103

	Allowance for doubtful accounts                                      - other assets 
	14,208
	12,182
	2,026
	2,288

	Losses on impairment of properties foreclosed
	332
	-
	332
	-

	Non-accrued interest income
	12,572
	10,409
	2,163
	741

	Assets written off
	-
	152
	(152)
	(787)

	Bad debts written off
	11,505
	11,505
	-
	-

	Provisions for employee benefits
	24,346
	22,415
	1,931
	3,154

	Vacation leave accruals
	1,200
	1,200
	-
	-

	Revaluation surplus on available-for-sale investments
	(72,527)
	(36,275)
	(36,252)
	(19,878)

	Others
	187
	189
	(2)
	101

	Deferred tax assets 
	171,295
	210,002
	
	

	Total
	
	
	(38,707)
	(6,278)

	Changes in deferred income taxes:
	
	
	
	

	Recognised in profit or loss
	
	
	(2,455)
	10,079

	Recognised in other comprehensive income (loss)
	
	(36,252)
	(16,357)

	Total
	
	
	(38,707)
	(6,278)


13.2
Income taxes

Income tax expenses reported in profit or loss for the three-month and nine-month periods ended 30 September 2018 and 2017 were as follows:
      (Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods 

ended 30 September

	
	2018
	2017
	2018
	2017

	Current income taxes:
	
	
	
	

	Corporate income taxes for the periods
	(141,982)
	(138,594)
	(422,653)
	(380,022)

	Deferred income taxes:
	
	
	
	

	Deferred income taxes from temporary differences and reversal of temporary differences  
	(8,585)
	(845)
	(2,455)
	10,079

	Income tax expenses reported in profit 


or loss 
	(150,567)
	(139,439)
	(425,108)
	(369,943)


Reconciliations between income tax expenses and the product of accounting profits for the three-month and nine-month periods ended 30 September 2018 and 2017 multiplied by the applicable tax rate were as follows:

	


	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods 

ended 30 September

	
	2018
	2017
	2018
	2017

	
	
	
	
	

	Accounting profits before income tax expenses
	825,931
	759,770
	2,379,842
	2,032,128

	Applicable tax rate  
	20%
	20%
	20%
	20%

	Income taxes calculated based on                   accounting profits
	(165,186)
	(151,954)
	(475,968)
	(406,426)

	Tax effects of:
	
	
	
	

	   Tax-exempted revenues
	13,826
	8,999
	44,285
	24,634

	Expenses with additional privilege for more tax-deductible
	1,154
	2,608
	7,440
	5,607

	Non-tax deductible expenses
	(361)
	(252)
	(677)
	(1,055)

	Others
	-
	1,160
	(188)
	7,297

	Income tax expenses reported in profit


or loss 
	(150,567)
	(139,439)
	(425,108)
	(369,943)


14. Other assets

(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	
	
	

	Suspense accounts - debtors 
	132,102
	62,987

	Deposits and guarantees
	93,129
	84,925

	Prepaid expenses
	52,362
	28,696

	Token money 
	26,328
	26,328

	Deferred expenses
	26,087
	32,804

	Income tax awaiting refund
	19,346
	-

	Accrued income
	17,833
	21,840

	Receivables on disposals of properties foreclosed through auctions
	3,104
	9,244

	Others
	3,473
	4,303

	Total
	373,764
	271,127

	Less: Allowance for doubtful accounts/allowance for impairment
	(71,040)
	(60,907)

	Other assets - net
	302,724
	210,220


15. Quality of assets


As at 30 September 2018 and 31 December 2017, the Bank had assets categorised in compliance with the regulations of the BoT as follows:

(Unit: Thousand Baht)

	
	30 September 2018

	
	Interbank and money market items and accrued interest receivables
	Investments
	Loans to customers and accrued interest receivables
	Other assets
	Total

	Classification of assets
	
	
	
	
	

	Pass
	19,127,265
	-
	152,585,796
	-
	171,713,061

	Special-mention
	-
	-
	1,629,009
	-
	1,629,009

	Sub-standard
	-
	-
	93,743
	-
	93,743

	Doubtful
	-
	-
	87,916
	-
	87,916

	Doubtful of loss
	-
	231,099
	3,298,853
	71,040
	3,600,992

	Total
	19,127,265
	231,099
	157,695,317
	71,040
	177,124,721


(Unit: Thousand Baht)

	
	31 December 2017

	
	Interbank and money market items and accrued interest receivables
	Investments
	Loans to customers and accrued interest receivables
	Other assets
	Total

	Classification of assets
	
	
	
	
	

	Pass
	19,238,140
	-
	149,492,387
	-
	168,730,527

	Special-mention
	-
	-
	1,521,179
	-
	1,521,179

	Sub-standard
	-
	-
	169,463
	-
	169,463

	Doubtful
	-
	-
	211,451
	-
	211,451

	Doubtful of loss
	-
	21,159
	2,882,842
	60,907
	2,964,908

	Total
	19,238,140
	21,159
	154,277,322
	60,907
	173,597,528


16. Debts issued and borrowings

 (Unit: Thousand Baht)
	
	30 September 2018
	31 December 2017

	
	Interest rate per annum
	Matured          in year
	Domestic
	Overseas
	Total
	Interest rate per annum
	Matured          in year
	Domestic
	Overseas
	Total

	
	
	
	
	
	
	
	
	
	
	

	Bills of exchange
	1.35%-1.75%
	2018-2019
	18,925,000
	-
	18,925,000
	1.35%-1.625%
	2018
	29,011,000
	-
	29,011,000

	Subordinated debentures (1)
	5.125%
	2025
	4,000,000
	-
	4,000,000
	5.125%
	2025
	4,000,000
	-
	4,000,000

	Unsubordinated and unsecured  debentures
	1.70%-1.75%
	2019-2020
	5,000,000
	-
	5,000,000
	-
	-
	-
	-
	-

	Borrowings from Department of Alternative Energy Development and Efficiency
	0%
	2021-2022
	13,351
	-
	13,351
	0%
	2021-2022
	16,377
	-
	16,377

	Total
	
	
	27,938,351
	-
	27,938,351
	
	
	33,027,377
	-
	33,027,377

	Less: Deferred expenses
	(44,185)
	-
	(44,185)
	
	
	(48,253)
	-
	(48,253)

	Debts issued and borrowings - net
	27,894,166
	-
	 27,894,166
	
	
	32,979,124
	-
	 32,979,124


 (1)  Counted as a part of Tier 2 capital, which is determined under the conditions as specified in the BoT’s Notification.

16.1 
Subordinated debentures
On 21 May 2015, the Bank issued 4 million units with a par value of Baht 1,000 each, totaling Baht 4,000 million of the subordinated debentures No.1/2558, to be counted as Tier 2 Capital. The subordinated debentures have a term of 10-year period, which matures in 2025 and carry interest at a fixed rate of 5.125% per annum, payable quarterly in February, May, August and November of every year. The Bank can early redeem the subordinated debentures after 5 years from the issuing date or under certain conditions.
17. Other liabilities

(Unit: Thousand Baht)
	
	30 September 2018
	31 December 2017

	
	
	

	Suspense accounts - creditors 
	217,080
	222,936

	Accounts payable on acquisition of equipment 


and intangible assets
	10,476
	18,849

	Deposits received
	6,441
	6,495

	Account payable - Revenue Department
	3,524
	3,733

	Others
	5,393
	1,005

	Total other liabilities
	242,914
	253,018


18. Statutory reserve

Pursuant to Section 116 of the Public Company Limited Act B.E. 2535, the Bank is required to set aside to a statutory reserve at least 5 percent of its net profits for the year, after deducting accumulated deficit brought forward (if any), until the reserve reaches 10 percent of its registered share capital. This statutory reserve is not available for dividend distribution.
On 20 August 2018, the Board of Director’s Meeting No.8/2561 of the Bank passed a resolution approving an appropriation of net profit for the six-month period ended 30 June 2018 of Baht 64 million to be a statutory reserve. However, this will be notified in the next Meeting of the Bank’s shareholders for acknowledgement. 

19. Dividends paid

During the nine-month periods ended 30 September 2018 and 2017, the Bank paid dividends as follows:

	Dividends
	Approved by
	Dividends paid
	Dividends paid             per share

	
	
	(Thousand Baht)
	(Baht per share)

	
	
	
	

	The interim dividends for the three-month period ended 
    31 March 2017
	Board of Director’s Meeting of the Bank held on 23 May 2017
	499,800
	0.357

	Total dividends paid in 2017
	
	499,800
	0.357

	
	
	
	

	The interim dividends for the 
six-month period ended                   30 June 2018
	Board of Director’s Meeting of the Bank held on 20 August  2018
	1,200,000
	0.600

	Total dividends paid in 2018
	
	1,200,000
	0.600


20. Capital funds

The primary objectives of the Bank’s capital management are to maintain its ability to continue as a going concern and to maintain a capital adequacy ratio in accordance with the Act on Undertaking of Banking Business B.E. 2551. 
As at 30 September 2018 and 31 December 2017, capital funds of the Bank calculated under Basel III consisted of the following:
	(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	
	
	

	Common Equity Tier 1 capital fund
	
	

	
Issued and fully paid up share capital 
	20,000,000
	20,000,000

	
Share premium
	10,598,915
	10,598,915

	
Statutory reserve
	652,700
	588,700

	
Retained earnings after appropriation
	3,789,608
	3,107,128

	Revaluation surplus on available-for-sale investments 
	236,666
	166,890

	Deduction items on Common Equity Tier 1 capital fund
	(428,718)
	(360,194)

	Total Common Equity Tier 1 capital fund
	34,849,171
	34,101,439

	Total Tier 1 capital fund
	34,849,171
	34,101,439


	(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	Tier 2 capital fund
	
	

	Subordinated debentures
	3,924,200
	3,922,200

	
Reserve for assets classified as pass and general reserve
	1,895,072
	1,892,005

	Total Tier 2 capital fund
	5,819,272
	5,814,205

	Total capital funds
	40,668,443
	39,915,644


 (Unit: Percentage)

	
	30 September 2018
	31 December 2017

	
	The Bank
	Minimum and additional rates required             by law *
	The Bank
	Minimum and additional rates required             by law *

	
	
	
	
	

	The ratio of Common Equity Tier 1                       capital fund to risk assets
	18.509
	6.375
	18.673
	5.750

	The ratio of Tier 1 capital fund to risk assets
	18.509
	7.875
	18.673
	7.250

	The ratio of total capital fund to risk assets
	21.599
	10.375
	21.857
	9.750


*  
Additional rate for conservation buffer is required on the ratio of Common Equity Tier 1 capital fund to risk asset for of 0.625% per annum each year as from 1 January 2016 onwards until reaching 2.50% in 2019.       
The Bank already disclosed capital adequacy and capital risk exposure information as of                       31 December 2017 through the Bank’s website at www.lhbank.co.th on 30 April 2018 and that as of 30 June 2018 on 30 October 2018.
21. Interest income

	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	
	
	
	
	

	Interbank and money market items 
	157,136
	142,779
	477,965
	433,195

	Investments in debt securities
	376,429
	409,125
	1,169,862
	1,214,045

	Loans to customers
	1,613,677
	1,615,853
	4,750,118
	4,784,538

	Hire purchase
	5,566
	10,495
	19,476
	38,670

	Total interest income
	2,152,808
	2,178,252
	6,417,421
	6,470,448


22. Interest expenses
	
	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	
	
	
	
	

	Deposits
	524,353
	520,802
	1,560,495
	1,644,314

	Interbank and money market items
	27,952
	15,916
	84,862
	78,382

	Contributions to the Deposit Protection Agency and the Bank of Thailand
	207,721
	201,873
	620,458
	605,944

	Debts issued
	
	
	
	

	·  Subordinated debentures
	51,823
	51,815
	153,783
	153,760

	· Unsubordinated and unsecured         

debentures                             
	21,671
	11,796
	43,579
	35,004

	Borrowings
	70,923
	108,554
	243,730
	261,479

	Total interest expenses
	904,443
	910,756
	2,706,907
	2,778,883


23. Fees and service income 

	
	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	
	
	
	
	

	Fees and service income
	
	
	
	

	Acceptances, avals and guarantees
	10,370
	9,716
	29,456
	30,778

	Commission income
	54,422
	64,607
	160,246
	185,832

	Others
	21,803
	37,383
	93,495
	87,016

	Total fees and service income
	86,595
	111,706
	283,197
	303,626

	Fees and service expenses
	
	
	
	

	Fees and charges
	14,164
	14,816
	42,686
	43,245

	Others
	3,123
	3,736
	9,869
	12,592

	Total fees and service expenses
	17,287
	18,552
	52,555
	55,837

	Net fees and service income
	69,308
	93,154
	230,642
	247,789


24. Gains on investments
	
	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	Gains on sales:
	
	
	
	

	Available-for-sale investments
	-
	-
	188,485
	39,592

	Held-to-maturity investments
	-
	-
	3,250
	-

	Total gains on investments
	-
	-
	191,735
	39,592



During the nine-month period ended 30 September 2018, the Bank sold held-to-maturity investments with amortised costs of Baht 1,300 million because the issuer exercised its call option to early redeem debentures prior to the maturity date, and incurred net realised gains on sales of investments of Baht 3 million.

25. Directors’ remuneration


Directors’ remuneration represents the benefits, exclusive of salaries and related benefits payable to executive directors, paid to the directors of the Bank in accordance with Section 90 of the Public Company Limited Act.
26. Bad debts, doubtful accounts and impairment loss

	(Unit: Thousand Baht) 

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	Bad debts and doubtful accounts (reversal)
	
	
	

	Loans to customers (1)
	63,159
	95,945
	514,400
	447,550

	Interbank and money market items
	2,749
	40,351
	(14,393)
	28,151

	Other assets
	4,121
	3,704
	10,133
	11,441

	Total bad debts, doubtful accounts and impairment loss
	70,029
	140,000
	510,140
	487,142


(1)   For the nine-month period ended 30 September 2018, such amount included a debt hair-cut loss per agreements of Baht 41.5 million.

27. Components of other comprehensive income (loss)
Components of other comprehensive income (loss) for the three-month and nine-month periods ended 30 September 2018 and 2017 consisted of the following:

(Unit: Thousand Baht)
	
	For the three-month periods     

ended 30 September
	For the nine-month periods 

 ended 30 September

	
	2018
	2017
	2018
	2017

	(a)
Items to be recognised in profit or loss in subsequent periods:
	
	
	
	

	Gains on revaluation of available-for-sale investments
	
	
	
	

	Unrealised gains on revaluation of  investments during the periods
	307,311
	119,641
	104,578
	130,131

	Gains transferred to be recognised in               profit or loss for the periods due to
	
	
	
	

	-  
Sales of available-for-sale investments
	-
	-
	-
	(40,240)

	-  
Sales of available-for-sale investments, reclassified from other types 
	-
	-
	(97,947)
	-

	Gains from reclassification of investments
	-
	-
	164,746
	-

	Amortisation of revaluation deficit on the reclassified investments
	3,404
	3,202
	9,883
	9,501

	Total gains on revaluation of available-for-sale investments
	310,715
	122,843
	181,260
	99,392

	Less: Income taxes
	(62,143)
	(24,569)
	(36,252)
	(19,878)

	Gains on revaluation of available-for-sale investments - net of income taxes
	248,572
	98,274
	145,008
	79,514

	(b) Items not to be recognised in profit or loss in subsequent periods:
	
	
	
	

	Actuarial losses
	-
	(8,735)
	-
	(17,607)

	Add: Income taxes
	-
	1,747
	-
	3,521

	Actuarial losses - net of income taxes
	-
	(6,988)
	-
	(14,086)

	Other comprehensive income for the periods
	248,572
	91,286
	145,008
	65,428


28. Earnings per share


Basic earnings per share is calculated by dividing profits for the periods (excluding other comprehensive income (loss)) by the weighted average number of ordinary shares in issue during the periods.
29. Commitments and contingent liabilities
29.1
Commitments
(Unit: Thousand Baht)

	
	30 September 2018
	31 December 2017

	
	Baht
	Foreign currency
	Total
	Baht
	Foreign currency
	Total

	
	
	
	
	
	
	

	Avals to bills
	47,894
	-
	47,894
	149,598
	-
	149,598

	Guarantee - others
	3,946,962
	-
	3,946,962
	3,642,226
	-
	3,642,226

	Letters of credit
	-
	-
	-
	10,823
	-
	10,823

	Undrawn bank overdrafts
	4,818,676
	-
	4,818,676
	4,773,906
	-
	4,773,906

	Other commitments
	26,671,107
	-
	26,671,107
	26,816,197
	-
	26,816,197

	Total
	35,484,639
	-
	35,484,639
	35,392,750
	-
	35,392,750


29.2
Commitments under long-term lease agreements

(a) 
As at 30 September 2018 and 31 December 2017, the Bank entered into a number of long-term leases and service agreements for office building, equipment and motor vehicles. The terms of the agreements were between 1 and 7 years, which future minimum rental and service fees, which are to payable by the Bank, can be summarised as follows: 

	(Unit: Million Baht)

	Payable within
	30 September 2018
	31 December 2017

	
	
	

	Up to 1 year
	300
	319

	Over 1 and up to 5 years
	253
	328

	Over 5 years
	2
	3



As at 30 September 2018 and 31 December 2017, the above commitments of the Bank included rental and service agreements with related parties amounted to Baht 202 million and Baht 277 million, respectively.
(b)
The Bank entered into various consultancy service agreements relating to software development and installation services. As at 30 September 2018 and 31 December 2017, the Bank is obligated to pay further Baht 42 million and Baht 47 million, respectively.
29.3
Obligation under the Employee Joint Investment Program (EJIP) 

On 21 October 2013, the Board of Director’s Meeting No. 11/2556 of the Bank passed a resolution approving the Employee Joint Investment Program (EJIP) for its employees, with the following details:

	Period of EJIP
	1 January 2014 to 31 December 2018, with a total duration of 5 years

	Eligible employees 

	Management of Land and Houses Bank Public Company Limited with level of assistant vice president or equivalent onwards, who have passed probation periods and are not functioning in an acting capacity.


	EJIP arrangement
	Employee contribution at no more than 5 percent of the employee’s basic salary. 

The Bank’s contribution at 5 percent of the employees’ basic salary.

	Execution 
	Every month

	Conditions for holding the securities
	Within the first three years, employees cannot sell any shares. 

After 3 years, employees can sell 25% of accumulated shares. 

After 4 years, employees can sell 50% of accumulated shares. 

After 5 years, employees can sell all shares. 

Upon resignation from the Program in any circumstances, employees can sell all of the shares immediately.


The Program was approved by the Office of the Securities and Exchange Commission on               7 January 2014 and the Bank contributed to the Program members and recognised these contributions as employee expenses during the nine-month periods ended 30 September 2018 and 2017 of Baht 4.9 million and Baht 5.2 million, respectively.
29.4
Litigation

As at 30 September 2018 and 31 December 2017, the Bank was sued in many litigation cases being claimed for compensations totaling Baht 1,203 million and Baht 1,195 million, respectively. Final judgments have not yet been reached in respect of these cases. The management of the Bank has exercised judgment to assess the outcome of the cases and is confident that it will not incur any significant loss and therefore contingent liabilities on such litigation cases are not provided.

30. Related party transactions

The Bank had significant business transactions with its related parties, including transactions with directors, executive or other persons with equivalent position, including entities that the persons or related persons have management authorities, or entities in which the Bank or directors or such executives hold in aggregate of more than 10 percent of the paid-up share capital of those entities.

Relationship with its related parties can be summarised as follows:

1. The Bank’s parent company is LH Financial Group Public Company Limited.

2. The subsidiaries of the Bank’s parent company are as follows:

2.1 Land and Houses Securities Public Company Limited

2.2 Land and Houses Fund Management Company Limited

2.3 Land and Houses Advisory Company Limited (the subsidiary of the company as stated in No. 2.1 above)

3. Any persons or companies who hold more than 10 percent of shares in the Bank’s parent company (“the major shareholders of the Bank’s parent company”) are as follows:

3.1 CTBC Bank Company Limited

3.2 Land and Houses Public Company Limited

3.3 Quality Houses Public Company Limited

3.4 Ms. Piengjai Harnpanich
4. Related companies include companies related by way of the following: 

4.1 
The subsidiaries of the major shareholders of the Bank’s parent company (shareholders as stated in No. 3 above).

4.2 
The associates of the major shareholders of the Bank’s parent company (shareholders as stated in No. 3 above).

4.3 
The companies that are related to the Bank’s directors.

4.4 
The companies that are related to the major shareholders of the Bank’s parent company (shareholders as stated in No. 3 above).

4.5 
The companies that are controlled by the Bank’s related persons.

5. Directors and executives who are the Bank’s directors, president, senior executive vice president, first executive vice president, executive vice president, first senior vice president and equivalent.

6. Related persons who are the directors of the parent company, the directors of the major shareholders of the parent company (shareholders as stated in No. 3 above) and persons with close relationship with related persons and directors and executives.
30.1
Transactions during the periods
During the periods, the Bank had significant business transactions with its related parties. Such transactions, which were summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Bank, and their related parties. 
(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September
	

	
	2018
	2017
	2018
	2017
	Pricing policy

	Interest income
	
	
	
	
	

	Parent company
	15,757
	1,763
	37,100
	7,659
	The same rates as charged to general customers

	Subsidiary of the Bank’s parent company
	16,625
	5,970
	48,425
	16,691
	The same rates as charged to general customers 

	Related companies
	58,838
	48,029
	177,735
	117,456
	The same rates as charged to general customers and as specified in prospectus

	Directors and executives
	67
	127
	243
	305
	The same rates as charged to general customers

	Related persons
	239
	281
	734
	870
	The same rates as charged to general customers

	
	91,526
	56,170
	264,237
	142,981
	

	Fees and service income
	
	
	
	
	

	Parent company


	1
	128
	120
	264
	The same rates as charged to general customers

	Subsidiaries of the Bank’s parent company
	17,160
	11,365
	65,200
	30,802
	The same rates as charged to general customers and as specified in the agreements

	
	17,161
	11,493
	65,320
	31,066
	

	Dividend income
	
	
	
	
	

	Related companies 
	6,581
	4,702
	18,488
	13,211
	As announced by the funds

	
	6,581
	4,702
	18,488
	13,211
	

	Other operating income
	
	
	
	
	

	Subsidiary of the Bank’s parent company
       company
	289
	233
	869
	605
	As mutually agreed and as specified in the agreements

	
	289
	233
	869
	605
	


(Unit: Thousand Baht)

	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September
	

	
	2018
	2017
	2018
	2017
	Pricing policy

	Dividends paid
	
	
	
	
	

	Parent company
	1,200,000
	-
	1,200,000
	499,800
	As announced by the Bank

	
	1,200,000
	-
	1,200,000
	499,800
	

	Interest expenses
	
	
	
	
	

	Parent company
	1,681
	1,407
	3,920
	6,424
	The same rates as paid to general depositors and as specified in prospectus

	Subsidiaries of the Bank’s parent company
	1,832
	817
	5,177
	1,753
	The same rates as paid to general depositors 

	The major shareholders of the   Bank’s parent company
	7,213
	11,670
	21,484
	29,219
	The same rates as paid to general depositors

	Related companies
	14,362
	15,523
	43,078
	47,393
	The same rates as paid to general depositors

	Directors and executives
	781
	1,174
	2,402
	5,681
	The same rates as paid to general depositors and as specified in prospectus

	Related persons
	3,340
	4,097
	10,318
	10,572
	The same rates as paid to general depositors and as specified in prospectus

	
	29,209
	34,688
	86,379
	101,042
	

	Other operating expenses
	
	
	
	
	

	Parent company
	363
	330
	1,089
	990
	As specified in the agreements

	The major shareholders of the   Bank’s parent company
	6,835
	6,712
	20,588
	17,978
	As specified in the agreements

	Related companies
	27,813
	26,481
	82,207
	78,848
	As specified in the agreements

	
	35,011
	33,523
	103,884
	97,816
	


30.2 The outstanding balances

As at 30 September 2018 and 31 December 2017, the outstanding balances of significant transactions between the Bank and its related parties can be summarised as follows:
(Unit: Thousand Baht)

	
	30 September 

2018
	31 December 2017

	Interbank and money market items (assets)
	
	

	Subsidiary of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	2,575,000
	1,900,100

	
	2,575,000
	1,900,100

	Investments - cost 
	
	

	Related companies/persons
	
	

	Related companies
	1,357,706
	1,787,154

	
	1,357,706
	1,787,154

	Accrued interest receivables on investments
	
	

	Related companies/persons
	
	

	   Related companies
	14,978
	15,806

	
	14,978
	15,806

	Loans to customers
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	2,975,005
	1,398,000

	Related companies/persons
	
	

	
Related companies
	6,383,201
	5,557,200

	
Directors and executives
	14,683
	18,976

	
Related persons
	30,158
	27,828

	
	9,403,047
	7,002,004

	Accrued interest receivables on loans to customers
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	179
	160

	Related companies/persons
	
	

	 
Related companies  
	9,630
	3,840

	
Directors and executives 
	3
	23

	
Related persons
	6
	10

	
	9,818
	4,033


(Unit: Thousand Baht)

	
	30 September 

2018
	31 December 2017

	Other assets 
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	300
	300

	Subsidiaries of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	29
	44

	Land and Houses Fund Management Company Limited
	5,899
	7,178

	The major shareholder of the Bank’s parent company
	
	

	
Quality Houses Public Company Limited
	6,145
	6,145

	Related companies/persons
	
	

	
Related companies
	30,608
	28,612

	
	42,981
	42,279

	Deposits
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	1,186,340
	6,100

	Subsidiary of the Bank’s parent company
	
	

	Land and Houses Advisory Company Limited
	4,930
	5,134

	The major shareholders of the Bank’s parent company
	
	

	
Land and Houses Public Company Limited
	1,769,608
	1,400,753

	
Quality Houses Public Company Limited
	480,404
	1,972,397

	
Ms. Piengjai Harnpanich
	106,359
	105,471

	Related companies/persons
	
	

	   Related companies
	4,036,609
	5,093,924

	   Directors and executives
	86,444
	96,241

	   Related persons
	1,326,933
	1,002,382

	
	8,997,627
	9,682,402

	Interbank and money market items (liabilities)
	
	

	Subsidiaries of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	22,462
	27,826

	Land and Houses Fund Management Company Limited
	73,071
	41,999

	Related companies/persons
	
	

	Related companies
	3,242
	-

	
	98,775
	69,825

	Debts issued and borrowings
	
	

	Parent company
	
	

	LH Financial Group Public Company Limited
	84,100
	84,100

	Related companies/persons
	
	

	Directors and executives
	46,000
	48,000

	Related persons
	41,200
	41,200

	
	171,300
	173,300


(Unit: Thousand Baht)

	
	30 September 

2018
	31 December 2017

	Accrued interest payables
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	1,079
	484

	Subsidiaries of the Bank’s parent company
	
	

	
Land and Houses Securities Public Company Limited
	8
	-

	
Land and Houses Fund Management Company Limited
	113
	-

	
Land and Houses Advisory Company Limited
	9
	-

	The major shareholders of the Bank’s parent company
	
	

	
Land and Houses Public Company Limited
	1,405
	128

	   Quality Houses Public Company Limited
	535
	93

	
Ms. Piengjai Harnpanich
	385
	224

	Related companies/persons
	
	

	
Related companies
	6,988
	3,940

	
Directors and executives
	442
	320

	
Related persons
	3,830
	1,447

	
	14,794
	6,636

	Accounts payable on securities trading
	
	

	Subsidiary of the Bank’s parent company
	
	

	   Land and Houses Securities Public Company Limited
	-
	40,741

	
	-
	40,741

	Dividend payable
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	-
	1,000,000

	

	-
	1,000,000

	Other liabilities
	
	

	Subsidiary of the Bank’s parent company
	
	

	
Land and Houses Fund Management Company Limited
	3
	3

	The major shareholder of the Bank’s parent company
	
	

	
Quality Houses Public Company Limited 
	165
	118

	Related companies/persons
	
	

	  
Related companies
	2,171
	2,233

	
Directors and executives
	13
	39

	    
	2,352
	2,393


(Unit: Thousand Baht)

	
	30 September 

2018
	31 December 2017

	Commitments - letters of bank guarantees
	
	

	Related companies/persons
	
	

	Related companies
	126,436
	196,887

	
	126,436
	196,887


30.3 
Movements of related party balances

The movements of interbank and money market items (assets), loans to customers, deposits, interbank and money market items (liabilities), and debts issued and borrowings having with their related parties for the nine-month period ended 30 September 2018 were as follows:
(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2018

	
	Beginning 
	
	
	Ending

	
	balances
	Increase
	Decrease
	balances

	Interbank and money market items (assets)
	
	
	
	

	Subsidiary of the Bank’s parent company 
	
	
	
	

	Land and Houses Securities Public Company Limited
	1,900,100
	7,645,000
	(6,970,100)
	2,575,000

	Related companies/persons
	
	
	
	

	Related companies
	-
	913,426
	(913,426)
	-

	
	1,900,100
	8,558,426
	(7,883,526)
	2,575,000


	Loans to customers
	
	
	
	

	Parent company
	
	
	
	

	LH Financial Group Public Company Limited
	1,398,000
	3,867,514
	(2,290,509)
	2,975,005

	Related companies/persons
	
	
	
	

	Related companies
	5,557,200
	9,754,422
	(8,928,421)
	6,383,201

	Directors and executives
	18,976
	-
	(4,293)
	14,683

	Related persons
	27,828
	43,603
	(41,273)
	30,158

	
	7,002,004
	13,665,539
	(11,264,496)
	9,403,047

	Deposits 
	
	
	
	

	Parent company
	
	
	
	

	LH Financial Group Public Company Limited
	6,100
	10,077,028
	(8,896,788)
	1,186,340

	Subsidiary of the Bank’s parent company
	
	
	
	

	Land and Houses Advisory Company Limited
	5,134
	259
	(463)
	4,930

	The major shareholders of the Bank’s parent company
	
	
	
	

	Land and Houses Public Company Limited
	1,400,753
	88,563,707
	(88,194,852)
	1,769,608

	Quality Houses Public Company Limited
	1,972,397
	38,028,249
	(39,520,242)
	480,404

	Ms. Piengjai Harnpanich
	105,471
	522,463
	(521,575)
	106,359

	Related companies/persons 
	
	
	
	

	Related companies
	5,093,924
	182,323,781
	(183,381,096)
	4,036,609

	Directors and executives
	96,241
	459,451
	(469,248)
	86,444

	Related persons
	1,002,382
	5,305,861
	(4,981,310)
	1,326,933

	
	9,682,402
	325,280,799
	(325,965,574)
	8,997,627


(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2018

	
	Beginning 
	
	
	Ending

	
	balances
	Increase
	Decrease
	balances

	Interbank and money market items (liabilities) 
	
	
	
	

	Subsidiaries of the Bank’s parent company 
	
	
	
	

	Land and Houses Securities Public Company Limited
	27,826
	13,625,646
	(13,631,010)
	22,462

	Land and Houses Fund Management Company Limited
	41,999
	20,599,125
	(20,568,053)
	73,071

	Related companies/persons
	
	
	
	

	Related companies
	-
	386,178
	(382,936)
	3,242

	
	69,825
	34,610,949
	(34,581,999)
	98,775

	Debts issued and borrowings
	
	
	
	

	Parent company
	
	
	
	

	LH Financial Group Public Company Limited
	84,100
	-
	-
	84,100

	Related companies/persons
	
	
	
	

	Directors and executives
	48,000
	-
	(2,000)
	46,000

	Related persons
	41,200
	-
	-
	41,200

	
	173,300
	-
	(2,000)
	171,300


30.4
Directors’ and executives’ compensation 


During the three-month and nine-month periods ended 30 September 2018 and 2017, compensations incurred on directors and executives of the Bank, which were recognised in profit or loss, were classified as follows.






 (Unit: Million Baht)
	
	For the three-month periods ended 30 September
	For the nine-month periods ended 30 September

	
	2018
	2017
	2018
	2017

	
	
	
	
	

	Short-term employee benefits
	29
	24
	89
	69

	Post-employment benefits
	2
	1
	6
	10

	Total
	31
	25
	95
	79



Directors and executives of the Bank are directors, president, senior executive vice president, first executive vice president, executive vice president, first senior vice president and equivalent.

31. Operating segments 
The Bank has two principal operating segments: lending segment and other segments and they operate their businesses in Thailand. For management purposes of the banking business, the Executive Board of Directors of the Bank has been identified as the chief operating decision maker, and the operating segment is divided into the lending segment: housing and retail, and commercial loans. 

The Executive Board of Directors monitors the operating results of the business units separately for the purpose of making decisions about resource allocation and assessing performance. The Bank measures segment performance based on operating profit or loss and total assets, and on a basis consistent with that used to measure operating profit or loss in the financial statements. In addition, recording for inter-segment (if any) is reported on a basis consistent with external customers.
Operating segment information of the Bank was as follows:

 (Unit: Thousand Baht)
	
	For the three-month period ended 30 September 2018

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Interest income from external customers
	292,914
	1,483,464
	376,430
	2,152,808

	
	
	
	
	

	Net interest income
	
	
	
	1,248,365

	Net fees and service income
	
	
	
	69,308

	Gains on trading and foreign exchange transactions
	
	
	
	327

	Dividend income
	
	
	
	159,388

	Other operating income
	
	
	
	2,761

	Other operating expenses
	
	
	
	(584,189)

	Bad debts, doubtful accounts and impairment loss
	
	
	
	(70,029)

	Income tax expenses
	
	
	
	(150,567)

	Profit for the period
	
	
	
	675,364


(Unit: Thousand Baht)
	
	For the three-month period ended 30 September 2017

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Interest income from external customers
	345,953
	1,423,092
	409,207
	2,178,252

	
	
	
	
	

	Net interest income
	
	
	
	1,267,496

	Net fees and service income
	
	
	
	93,154

	Gains on trading and foreign exchange transactions
	
	
	
	295

	Dividend income
	
	
	
	107,229

	Other operating income
	
	
	
	11,474

	Other operating expenses
	
	
	
	(579,878)

	Bad debts, doubtful accounts and impairment loss
	
	
	
	(140,000)

	Income tax expenses
	
	
	
	(139,439)

	Profit for the period
	
	
	
	620,331


(Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2018

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Interest income from external customers
	921,662
	4,325,879
	1,169,880
	6,417,421

	
	
	
	
	

	Net interest income
	
	
	
	3,710,514

	Net fees and service income
	
	
	
	230,642

	Gains on trading and foreign exchange transactions
	
	
	
	901

	Gains on investments
	
	
	
	191,735

	Dividend income
	
	
	
	484,033

	Other operating income
	
	
	
	16,427

	Other operating expenses
	
	
	
	(1,744,270)

	Bad debts, doubtful accounts and impairment loss
	
	
	
	(510,140)

	Income tax expenses
	
	
	
	(425,108)

	Profit for the period
	
	
	
	1,954,734


(Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2017

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Interest income from external customers
	1,017,038
	4,239,213
	1,214,197
	6,470,448

	
	
	
	
	

	Net interest income
	
	
	
	3,691,565

	Net fees and service income
	
	
	
	247,789

	Gains on trading and foreign exchange transactions
	
	
	
	740

	Gains on investments
	
	
	
	39,592

	Dividend income
	
	
	
	281,460

	Other operating income
	
	
	
	21,019

	Other operating expenses
	
	
	
	(1,762,895)

	Bad debts, doubtful accounts and impairment loss
	
	
	
	(487,142)

	Income tax expenses
	
	
	
	(369,943)

	Profit for the period
	
	
	
	1,662,185


(Unit: Thousand Baht)
	
	As at 30 September 2018

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Loans to customers/interbank and money market items
	24,713,398
	151,834,572
	-
	176,547,970

	
	
	
	
	

	Cash 
	
	
	
	1,616,500

	Interbank and money market items - net
	
	
	
	20,378,896

	Investments - net
	
	
	
	51,493,573

	Loans to customers and accrued interest receivables - net
	
	
	
	153,851,480

	Other assets 
	
	
	
	1,531,885

	Total assets
	
	
	
	228,872,334

	
	
	
	
	

	Deposits
	
	
	
	146,810,459

	Interbank and money market items
	
	
	
	16,070,453

	Debts issued and borrowings - net
	
	
	
	27,894,166

	Other liabilities
	
	
	
	2,075,193

	Total liabilities
	
	
	
	192,850,271


(Unit: Thousand Baht)
	
	As at 31 December 2017

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other segments
	Total 

	
	
	
	
	

	Loans to customers/interbank and money market items
	28,667,723
	144,571,796
	-
	173,239,519

	
	
	
	
	

	Cash 
	
	
	
	1,994,550

	Interbank and money market items - net
	
	
	
	20,928,063

	Investments - net
	
	
	
	55,236,564

	Loans to customers and accrued interest receivables - net
	
	
	
	150,874,613

	Other assets 
	
	
	
	1,362,480

	Total assets
	
	
	
	230,396,270

	
	
	
	
	

	Deposits
	
	
	
	143,741,919

	Interbank and money market items
	
	
	
	15,415,970

	Debts issued and borrowings - net
	
	
	
	32,979,124

	Other liabilities
	
	
	
	3,136,936

	Total liabilities
	
	
	
	195,273,949


The Bank operates in Thailand only. As a result, all of the revenues, profits and assets as reflected in these financial statements pertain to the aforementioned geographical reportable. Moreover, during the nine-month periods ended 30 September 2018 and 2017, the Bank had no major customer with revenue of 10 percent or more of total revenues.

32. Fair value of financial instruments

The Bank uses the market approach to measure their assets and liabilities that are required to be measured at fair value by relevant financial reporting standards, except that the cost approach or income approach is used when there is no active market or when a quoted market price is not available. 

Fair value hierarchy

In applying the valuation techniques, the Bank endeavors to use relevant observable inputs as much as possible. TFRS 13 Fair Value Measurement establishes a fair value hierarchy categorising such inputs into three levels as follows:

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

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

Level 3  
Use of unobservable inputs such as estimations of future cash flows

As at 30 September 2018 and 31 December 2017, the Bank had assets that were measured at fair value using different levels of inputs as follows:

	
	(Unit: Thousand Baht)

	
	30 September 2018

	
	Carrying
	Fair value

	
	value
	Level 1
	Level 2
	Level 3
	Total

	Assets
	
	
	
	
	

	Available-for-sale investments
	
	
	
	
	

	Government and state enterprise securities
	181,903
	-
	181,903
	-
	181,903

	Private sector debt securities
	1,029,719
	-
	1,029,719
	-
	1,029,719

	Domestic marketable equity securities
	10,488,937
	10,488,937
	-
	-
	10,488,937

	Total available-for-sale investments
	11,700,559
	10,488,937
	1,211,622
	-
	11,700,559


	
	(Unit: Thousand Baht)

	
	31 December 2017

	
	Carrying
	Fair value

	
	value
	Level 1
	Level 2
	Level 3
	Total

	Assets
	
	
	
	
	

	Available-for-sale investments
	
	
	
	
	

	Domestic marketable equity securities
	8,085,400
	8,085,400
	-
	-
	8,085,400

	Total available-for-sale investments
	8,085,400
	8,085,400
	-
	-
	8,085,400


During the current period, there was no transfer within the fair value hierarchy.

The methods and assumptions of level 2 used by the Bank in estimating the fair values of financial instruments is as follow:

(a)
The fair values of investments in debt securities are determined based on the yield rates quoted by the Thai Bond Market Association.

33. Events after the reporting period

On 12 November 2018, the Board of Director’s Meeting No.11/2561 of the Bank passed  resolutions approving an appropriation of net profit for the nine-month period ended              30 September 2018 of Baht 33.75 million to be a statutory reserve, at least 5 percent of its net profits and an interim dividend payment at Baht 0.32 per share or a total of Baht 640 million. The Bank will pay dividends in cash on 4 December 2018. However, this will be notified in the next Meeting of the Bank’s shareholders for acknowledgement. 

On 20 August 2018, the Board of Director’s Meeting No.8/2561 of the Bank passed  resolutions approving an appropriation of net profit for the six-month period ended 30 June 2018 of Baht 64.00 million to be a statutory reserve, at least 5 percent of its net profits and an interim dividend payment at Baht 0.60 per share or a total of Baht 1,200 million. The Bank paid dividends on 19 September 2018.

34. Approval of interim financial statements

These interim financial statements were authorised for issue by the Bank’s Board of Directors on 12 November 2018.[image: image1.png]



