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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 2020 and 2019
1. General information

1.1
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 2020 and 31 December 2019, the Bank has 1 head office and 107 branches in Thailand.
1.2
Coronavirus disease 2019 pandemic


The Coronavirus disease 2019 (COVID-19) pandemic is directly and indirectly impacting various businesses and industry sectors, which results in an economic slowdown and a fluctuation in the money market and the capital market. This situation creates uncertainties and impacts the Bank’s operating results and cash flows at present, and is expected to do so in the future. However, the Bank’s management has continuously monitored ongoing developments and assessed the financial impact in respect of the valuation of assets, provisions and contingent liabilities, and has used estimates and judgement in various matters in order to continuously assess the impact as the situation evolves.
2. Basis for preparation of interim financial information 


This interim financial information is prepared in accordance with Thai Accounting Standards No. 34 Interim Financial Reporting, Accounting Guidances announced by the Federation of Accounting Professions and accounting practices generally accepted in Thailand including the relevant regulations stipulated by the Bank of Thailand (BOT), whereby the Bank chose to present condensed interim financial information. However, the Bank has presented each line item in the statements of financial position, comprehensive income, changes in shareholders’ equity, and cash flows, in the same format as those presented in the annual financial statements.


The interim financial information is intended to provide information in addition to that included in the latest annual financial statements. Accordingly, it focuses on new activities, events and circumstances so as not to duplicate information previously reported. This interim financial information should therefore be read in conjunction with the latest annual financial statements.


The interim financial information in Thai language is the official statutory financial statements of the Bank. The interim financial information in English language has been translated from the interim financial information in Thai language.
3. New and revised financial reporting standards 

3.1
Financial reporting standards that became effective in the current period
During the period, the Bank has adopted the revised (revised 2019) and new financial reporting standards and interpretations which are effective for fiscal periods beginning on or after 1 January 2020. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards. Those new standards that involve changes to key principles are summarised below:

Financial reporting standards related to financial instruments


A set of TFRSs related to financial instrument, consisting 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 Bank’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. 


The adoption of these financial reporting standards results in changes in the Bank’s significant accounting policies, which can be summarised as follows.
Classification and measurement of financial assets
The Bank classifies its financial assets and liabilities in accordance with the business model and management of the Bank’s financial assets and liabilities based on the characteristics of the contractual cash flows of financial assets and the facts and circumstances as of the date these financial reporting standards were initially adopted. Classifications are as follows:
· 
The Bank classifies and measures its investments in non-listed equity securities, which were previously classified as general investments and measured at cost, at fair value through other comprehensive income. 
· 
Before 2020, the Bank had derivatives held for banking book recorded as off-balance sheet items and measured based on an accrual basis under the former accounting policies. However, since 1 January 2020 onwards, the Bank measures derivatives at fair value through profit or loss.
In addition, on 14 May 2020, the Board of Directors of the parent company considered and approved the reclassification of investments in investment units of Real Estate Investment Trust, Property Funds and Infrastructure Funds, which were previously classified as trading investments, measured at fair value through profit or loss, under the former accounting policies in prior year, to financial assets measured at fair value through other comprehensive income with the effective date back to 1 January 2020, being the first-date adoption of the set of TFRSs related to financial instruments. The reclassification of investments is in accordance with the interpretation of Federation of Accounting Profession relating to Interpretation of investments in investment units of Property Funds, Real Estate Investment Trusts, Infrastructure Funds and Infrastructure Trusts that are registered and established in Thailand. Hence, the cumulative effect from such reclassification resulted in the Bank having to transfer accumulated unrealised losses on revaluation of those investments as at 31 December 2019 amounting to Baht 3 million out of retained earnings and record such amounts against the “Revaluation deficit on investments measured at fair value through other comprehensive income” in the shareholders’ equity as at 1 January 2020. 

Classification of financial liabilities
The adoption of these financial reporting standards does not have an impact on the classification of financial liabilities. The Bank continues to classify and measure its financial liabilities at amortised cost.

Impairment of financial assets
TFRS 9 requires entities to estimate allowance for expected credit losses in place of the incurred losses recognised under the previous accounting policy. It requires entities to recognise impairment based on the Expected Credit Loss model for all financial assets that are debt instruments and not measured at fair value through profit or loss, including undrawn commitments and financial guarantees, and it is not necessary for a credit-impaired event to have occurred. The Bank applies the General Approach to calculate expected credit losses of financial assets such as loans to customers, loans to financial institutions, investments in debt instruments and so on.
Practice during transitional period 
The Bank adopted these financial reporting standards which the cumulative effect is recognised as an adjustment to the retained earnings or other components of shareholders’ equity as at 1 January 2020, and the comparative information was not restated. Therefore, the presentation of the 2019 figures cannot be compared with the financial statements for the year 2020.

The cumulative effect of the change is described in Note 6 to the interim financial statements.
TFRS 16 Leases

TFRS 16 supersedes TAS 17 Leases together with related Interpretations. The standard sets out the principles for the recognition, measurement, presentation and disclosure of leases, and requires a lessee to recognise assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is low value. 

Accounting by lessors under TFRS 16 is substantially unchanged from TAS 17. Lessors will continue to classify leases as either operating or finance leases.
The Bank adopted these financial reporting standards using the modified retrospective method of initial adoption of which the cumulative effect is recognised as an adjustment to the retained earnings as at 1 January 2020, and the comparative information was not restated.

The cumulative effect of the change is described in Note 6 to the interim financial statements.
3.2
Accounting Guidance related to 2 Temporary Relief Measures 

Accounting Guidance on Temporary Relief Measures for Entities Providing Assistance to Debtors Impacted by Situations That Affect the Thai Economy

The Federation of Accounting Professions announced Accounting Guidance on Temporary Relief Measures for Entities Providing Assistance to Debtors Impacted by Situations That Affect the Thai Economy. Its objectives are to provide temporary relief measures solely for entities providing assistance to debtors impacted by the situations that affect the Thai economy, such as COVID-19, economic conditions, trade wars and drought, and to provide an alternative for all entities providing assistance to debtors in accordance with measures to assist debtors specified in the circular of the Bank of Thailand No.BOT.RPD.(23)C.276/2563 “Guidelines on providing assistance to debtors impacted by situations that affect the Thai economy” and the circular of the Bank of Thailand No.BOT.RPD.(01)C.380/2563 “Measures to provide additional assistance to debtors during the COVID-19 pandemic” or any other measures announced by the Bank of Thailand. Such entities include credit card business, business providing loans secured against vehicle registrations without collateral, personal loan business under the supervision of the Bank of Thailand and certain entities not under the supervision of the Bank of Thailand, such as leasing, hire-purchase, motorcycle hire-purchase and factoring business. Entities providing assistance to debtors in accordance with the Bank of Thailand’s measures and electing to apply this Accounting Guidance have to apply all temporary relief measures in this guidance.

On 22 April 2020, the Accounting Guidance was announced in the Royal Gazette and it is effective for entities providing assistance to debtors impacted by situations that affect the Thai economy during the period from 1 January 2020 to 31 December 2021 or until the Bank of Thailand makes changes, with which the entities are to comply. The guidance applies to large debtors, small and medium-sized debtors and retail debtors who have the ability to run a business or to pay debts in the future and who have been impacted directly or indirectly by such situations, considering the following guidelines. 

(a) Debtors who were not yet non-performing (Stage 1 or Stage 2) on or after 1 January 2020
(b) Debtors who became non-performing (Stage 3) on or after 1 January 2019, unless the entity is able to prove that the debtors becoming non-performing before 1 January 2019 are non-performing loans affected by the economic conditions

The Bank has entered into the scheme to provide assistance to affected debtors in accordance with the BOT’s guidelines. The Accounting Guidance can be applied for the debtors who meet the conditions under the temporary relief measures.
(a) In assisting a debtor that is not yet non-performing (Non-NPL), the Bank classifies it in the stage where there has not been a significant increase in credit risk (Performing or Stage 1), provided that analysis of its status and business shows that the debtor is able to comply with the debt restructuring agreement without compliance monitoring and the debt restructuring is considered a pre-emptive debt restructuring rather than a troubled debt restructuring. If it is a provision of assistance to debtors in accordance with the circular of the BOT No.BOT.RPD.(01)C.380/2563, classification of the debtor remains at the same stage as before.

(b) In assisting a debtor that is non-performing (NPL), the Bank can classify it as performing loans if the debtor is able to make payment in accordance with the debt restructuring agreement for 3 months or 3 installments consecutively, whichever is the longer period.

(c) In providing additional working capital loans to a debtor in order to increase liquidity and enable the debtor to continue its business operations during the debt restructuring, the Bank can classify the debtor by account level if the debtor has cash flows to support repayment or if, considering other factors, the debtor has the ability to pay the debt.

(d) The guideline specified in the appendix of circular of the Bank of Thailand relating to assessment of whether there has been a significant increase in credit risk are applied to assess whether a debtor is moving to Stage 2.

(e) Expected credit losses are determined based on the outstanding balance of the drawn down portion only.

(f) If the debt restructuring causes the existing effective interest rate to no longer reflect the estimated cash inflows from the loan, the Bank can apply a newly calculated effective interest rate to determine the present value of loans that have been restructured and can recognise interest income on the basis of this new effective interest rate during the grace period, or in accordance with the Bank of Thailand’s guidelines if there are changes.

(g) In determining the expected credit losses, the Bank can consider placing lighter weight on forward-looking information that is the result of the temporary crisis than on information reflecting ability of debt payment from historical experience.

The BOT announced the temporary relief measures for entities providing assistance to debtors impacted by situations that affect the Thai economy such as economic conditions, trade wars, drought as well as COVID-19 pandemic. The Bank referred to such guidelines in providing assistance to affected debtors, as follows:
1. During the period 1 January 2020 to 31 December 2021, the Bank considers provision of assistance to large, small and medium-sized debtors and retail debtors that have been directly or indirectly affected but still have the potential to continue operating their business or have the ability to settle debt in the future, at the first signs of issues with debt payment or as a pre-emptive measure. The Bank can classify performing debtors as of 1 January 2020 as loans where there has not been a significant increase in credit risk or as Stage 1 immediately if the debtor is able to comply with the restructuring plan, and this is considered a pre-emptive debt restructuring, not a troubled-debt restructuring. In case that debtors are non-performing (NPL), the Bank can classify them as performing or Stage 1 immediately if the debtors are able to make debt payments in accordance with the restructuring plan for 3 consecutive months or periods, whichever is longer, and the Bank will continuously monitor and review whether these debtors are able to comply with the new terms and conditions. As at   30 September 2020, the Bank has eligible debtors under this measure amounting to Baht 49,980 million.
2. For housing loan facilities not exceeding Baht 3 million and corporate loan facilities not exceeding Baht 20 million, who are not classified as non-performing as at 1 March 2020, the Bank provides 3-month principal payment holidays and consider reducing interest rates as appropriate, commencing from April 2020 onwards. As at                 30 September 2020, the Bank has eligible debtors under this measure amounting to Baht 2,611 million.
3. The Bank provides additional soft loans of up to 20 percent of the outstanding loan balance as at 31 December 2019, with concessional interest rates of not more than 2 percent per annum for 2 years, in order to provide liquidity support to SMEs with loan facilities not exceeding Baht 500 million. The BOT will absorb some of the interest losses for the first 6 months. The Bank will then modify the interest rate after 2 years based on cost and risk considerations. As at 30 September 2020, the Bank has eligible debtors under this measure amounting to Baht 1,210 million.

4. The Bank grants 6-month principal and interest payment holidays to SMEs with loan facilities not exceeding Baht 100 million in order to provide financial assistance to SMEs impacted by the COVID-19 pandemic. As at 30 September 2020, the Bank has eligible debtors under this measure amounting to Baht 6,506 million.

In addition, on 19 June 2020, the BOT issued the circular of the BOT No. BOT.RPD.(01)   C.648/2563 “Measures to provide additional assistance to retail debtors during the COVID-19 pandemic - Phase 2”. As at 30 September 2020, the Bank has eligible debtors under this measure amounting to Baht 455 million.
Accounting Guidance on Temporary Relief Measures for Accounting Alternatives in Response to the Impact of the COVID-19 Pandemic
The Federation of Accounting Professions announced Accounting Guidance on Temporary Relief Measures on Accounting Alternatives in Response to the Impact of the COVID-19 Pandemic. Its objectives are to alleviate some of the impact of applying certain financial reporting standards, and to provide clarification about accounting treatments during the period of uncertainty relating to this situation.

On 22 April 2020, the Accounting Guidance was announced in the Royal Gazette and it is effective for the financial statements prepared for reporting periods ending between                 1 January 2020 and 31 December 2020. 

The Bank has elected to apply the following temporary relief measures on accounting alternatives: 
(a) To measure the fair value of investments in unquoted equity instruments using the fair value as at 1 January 2020. 

(b) To put a lighter weight on information relating to the COVID-19 situation in applying the valuation technique to measure the fair value of financial assets in the form of debt instruments using Level 2 or Level 3 inputs.

(c) Not to account for any reduction in lease payments by lessors resulting from the   COVID-19 situation as a lease modification, with the lease liabilities that come due in each period reduced in proportion to the reduction and depreciation of right-of-use assets and interest on lease liabilities recognised in each period reversed in proportion to the reduction, with any differences then recognised in profit or loss.

(d) Not to use information relating to the COVID-19 situation in determining whether sufficient taxable profits will be available in future periods against which deferred tax assets can be utilised.

(e) Not to consider the COVID-19 situation as an indication that an asset may be impaired in accordance with TAS 36, Impairment of Assets.
3.3  
Financial reporting standards that became effective for fiscal years beginning on or after 1 January 2021

The Federation of Accounting Professions issued a number of revised financial reporting standards and interpretations, which are effective for fiscal years beginning on or after               1 January 2021. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards. 
The management of the Bank is currently evaluating the impact of these standards to the financial statements in the year when they are adopted.

4. Summary of significant accounting policies
The interim financial information is prepared using the same accounting policies and methods of computation as those were used for the financial statements for the year ended           31 December 2019, except for (a) the changes in significant accounting policies due to the adoption of the financial reporting standards as described in Note 3.1 to the interim financial statements and (b) the application of the Accounting Guidance regarding the temporary relief measures as described in Note 3.2 to the interim financial statements, which can be summarised as follows.

4.1
Revenue recognition
(a)
Interest and discount

The Bank recognises interest income on loans to customers on an accrual basis, using the effective interest rate method, over the term of the contract.

The effective interest rate is calculated based on the estimated contractual cash flows or on the expected life, with the cash flows including fees directly related to the loans to customers. The Bank recalculates the effective interest rate whenever there is a change in the cash flows, such as the loans being drawn down in installments or a change in a floating interest rate.

The Bank records the difference between interest income calculated using the effective interest rate method and interest income calculated using the contract rate as interest income in the statement of comprehensive income, and records undue interest receivables in the statement of financial position.

When subsequent changes to the terms and conditions of contracts mean loans to customers meet the criteria for derecognition (Modification with derecognition), the Bank recognises interest income based on the new effective interest rate over the remaining term of the contract. In addition, the Bank reverses undue interest receivables in the statement of financial position, and reverses any interest income remaining in the statement of comprehensive income on the derecognition date.

In cases where a discount is included in promissory notes or loans, the interest or the discount is recognised as deferred revenue and amortised under the effective interest rate method over the term of the note or loan. 
(b)
Net gains (losses) on financial instruments measured at fair value through profit or loss

Gains (losses) on securities trading and derivatives are recognised as revenues or expenses on the transaction dates. Gains (losses) on changes in fair value are recognised in profit or loss.

4.2
Expense recognition

Interest expenses

Interest expenses are recognised on an accrual basis, using the effective interest rate method. Interest on notes payable included in the face value is recorded as deferred interest expenses, which will be amortised as expenses evenly throughout the term of the notes.
4.3 
Derivatives

Derivatives are initially recognised at fair value.

Subsequent to the initial recognition, gains or losses on changes in fair value are presented as gains (losses) on financial instruments measured at fair value through profit or loss under the caption “gains (losses) on trading and foreign exchange transactions” in profit or loss. 

The fair values of the contracts are based on the quoted market prices. If the fair value of a financial derivatives cannot be determined with reference to market price, it is determined using valuation techniques and models in which the variables used are derived from observable market factors and adjusted to reflect counterparty credit risk.

4.4 
Investment in securities

The Bank has classified investments in securities as financial assets - debt or equity instruments as follows:

Financial assets - debt instruments
The Bank classifies its investments in debt instruments as financial assets subsequently measured at amortised cost or fair value in accordance with the Bank’s business model in managing the financial assets and according to the contractual cash flows characteristics of the financial assets as follows:

(a)
Financial assets measured at fair value through profit or loss


Investments in debt instruments held within a business model whose objective is not to hold financial assets in order to collect contractual cash flows, or the contractual terms of the financial assets represent contractual cash flows that are not solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value.
After initial recognition, unrealised gains and losses on changes in fair value are recognised in profit or loss.
(b)
Financial assets measured at fair value through other comprehensive income

Investments in debt instruments whose both of the following conditions are met: the financial asset is held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial assets; and the contractual terms of the financial assets represent contractual cash flows that are solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value.
After initial recognition, the unrealised gains or losses on changes in fair value are presented as a separate item in other comprehensive income, with gains or losses on changes in the accumulated fair value of investments in debt instruments recognised as net gains (losses) on investments in profit or loss upon the disposal of investments. The expected credit losses and interest income which is calculated using the effective interest rate method are recognised in profit or loss. 

At the end of reporting period, investments in debt instruments measured at fair value through other comprehensive income are presented in the statement of financial position net of allowance for expected credit losses (if any).
 (c) 
Financial assets measured at amortised cost 

Investments in debt instruments whose both of the following conditions are met: the financial asset is held within a business model whose objective is to hold financial asset in order to collect contractual cash flows; and the contractual terms of the financial assets represent contractual cash flows that are solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value. 

At the end of reporting period, investments in debt instruments measured at amortised cost are presented in the statement of financial position net of allowance for expected credit losses (if any).
Financial assets - equity instruments

The Bank classifies its investments in equity instruments as the financial assets designated at fair value through other comprehensive income, which subsequent reclassification is not allowed. After initial recognition, gains or losses on changes in fair value of these investments are recognised in other comprehensive income and accumulated gains or losses on changes in fair value which are recognised in other comprehensive income are to be transferred to retained earnings upon disposal of the investments. Dividends on these investments are recognised in profit or loss except that such dividends are evidenced of a return on the cost of investments. 

Fair value

The fair value of marketable securities is calculated based on the latest bid price of the last working day of the reporting period as quoted on the Stock Exchange of Thailand. The fair value of non-marketable securities is calculated using discounted future cash flows techniques and/or determined by comparing with information of similar companies.

The fair value of debt securities is determined based on the yield rates quoted by the Thai Bond Market Association. 
Income from investments and disposals of investments

Gains (losses) on disposals of investments are recognised in profit or loss on the transaction date by using weighted average method for computation of the cost of investments, except that those of investments in equity instruments classified as the financial assets designated at fair value through other comprehensive income are directly recognised in retained earnings.     
Initial recognition

Purchases and sales of investments are initially recognised on trade date, which is the date that the Bank commits to purchase or sell the investments.

Changes in classification of investments in debt instruments

When there are changes in the Bank’s business model for management of financial assets, the Bank has to reclassify investments in debt instruments and adjust the value of these investments to their fair value on the reclassification date. Differences between the book value and fair value of investments in debt instruments on the reclassification date are recorded in profit or loss or other comprehensive income in the statement of comprehensive income depending on the classification of the investments.
4.5
Loans to customers

Loans to customers are presented at the principal balances, excluding accrued interest receivables, except for overdrafts which are presented at the principal balances plus accrued interest receivables. Deferred revenue, unearned discount on loans to customers and modification gains or losses are added or deducted from the balances of loans to customers.


Hire purchase receivables are stated at the outstanding balances under the agreements less the balances of deferred revenue, which are presented net of deferred initial direct costs.
4.6 
Allowance for expected credit losses

The Bank recognises an allowance for expected credit losses on its interbank and money market items (assets), financial assets that are debt instruments measured at fair value through other comprehensive income and debt instruments measured at amortised cost, and loans to customers, including undrawn credit limit and financial guarantee contracts, without requiring a credit-impaired event to have occurred prior to the recognition. The Bank sets allowance for expected credit losses using the loan amount, which consists of the outstanding loan balance, accrued interest receivables, undue interest receivables and other related items or equivalent to the asset in the statement of financial position as the base for calculation.

The Bank classifies financial assets into three stages (Three-Stage Approach) to measure the value of the expected credit losses, with the classification of a financial asset determined on the basis of the change in credit quality since the initial recognition date, as follows:

Stage 1 (Performing): Financial assets where there has not been a significant increase in credit risk 

For financial assets where there has not been a significant increase in credit risk since initial recognition, the Bank determines allowance for expected credit losses at an amount equivalent to the expected credit losses for the next 12 months. 
Stage 2 (Under-performing): Financial assets where there has been a significant increase in credit risk 
For financial assets where there has been a significant increase in credit risk since initial recognition but that are not credit-impaired, the Bank determines allowance for expected credit losses at an amount equivalent to the expected credit losses over the expected lifetime of the financial assets.
Stage 3 (Non-performing): Financial assets that are credit-impaired 

Financial assets are assessed as credit impaired when one or more events that have a detrimental impact on the estimated future cash flows of the financial assets. The Bank determines allowance for expected credit losses at an amount equivalent to the expected credit losses over the expected lifetime of the financial assets.
At the end of the reporting period, the Bank assesses whether there has been a significant increase in the credit risk of the financial assets since initial recognition by comparing the risk of default as at the reporting date with that as at the initial recognition date.

In assessing whether there has been a significant increase in credit risk since initial recognition, the Bank uses internal criteria and risk ratings derived from external sources to assess the decrease in credit quality of the financial assets.
The Bank assesses whether there has been a significant increase in credit risk since initial recognition on an individual or an asset group basis. In making estimates of expected credit losses on an asset group basis, the basis of the Bank’s grouping of financial assets is the similarity of credit risk characteristics such as asset type, credit rating, remaining term to maturity, industry, status of the debtor and other relevant factors. 

When the terms of a loan are modified because the debtor is having financial problem, it is considered to be a financial asset where there has been a significant increase in credit risk or that is credit-impaired, unless there is an evidence showing that the risk of inability to collect the contractual cash flows is significantly decreased and there are no other impairment indicators.     

In making estimates of expected credit losses, the Bank considers historical loss experience and adjusts it on the basis of current observable data, as well as forward-looking information that is supportable and reasonable, provided that it is shown to be statistically related, as well as exercising appropriate judgement. Macroeconomic data is used, and both the current situation and economic forecasts are evaluated. The use of forward-looking data increases the degree of judgement required in evaluating how relevant current macroeconomic changes affect expected credit losses. However, the Bank has a review procedure, and the methods, assumptions and forecasts of future economic situations are regularly appraised. In addition, the allowance for expected credit losses also includes the Management Overlay for the factors, which are not captured by the ECL model and for the group of customers whose credit quality may be deteriorated.
In the case of investments in debt instruments measured at fair value through other comprehensive income, the Bank recognises impairment charge in profit or loss as expected credit losses and the allowance for expected credit losses with the corresponding amount in other comprehensive income, whereas the carrying amount of the investments in debt instruments in the statement of financial position still present at fair value.

Expected credit losses on undrawn credit limit is the present value difference between the contractual cash flows that are due to the Bank if the commitment is drawn down and the cash flows that the Bank expects to receive. The measurement of expected credit losses on financial guarantee contracts is based on the expected payments to reimburse the holder less any amounts that the Bank expects to recover.

An increase or decrease in the allowance for expected credit losses is recognised as expenses in profit or loss during the period. 
4.7
Financial assets with modifications of terms/Debt restructuring
When a financial assets’ terms of repayment are renegotiated or modified, or debt is restructured, or an existing financial asset is replaced with a new financial asset because the debtor is having financial problem, the Bank assesses whether to derecognise the financial asset and measures the expected credit losses, as follows: 

- 
If the modification of terms does not result in derecognition of the financial assets, the Bank calculates the gross carrying amount of the new financial assets based on the present value of the new or modified cash flows, discounted using the original effective interest rate of the financial assets, and recognises modification gains or losses of terms in profit or loss.
- 
If the modification of terms results in derecognition of the financial assets, the fair value of the new financial assets is the latest cash flows of the original financial assets on the date of derecognition. The difference between the book value and the fair value of the financial assets is recognised in profit or loss.

In cases where debt restructuring does not result in derecognition, a debtor is classified in the stage where there has been a significant increase in credit risk (Stage 2) or that is credit-impaired (Stage 3) until the repayment is made in compliance with the new debt restructuring agreement for not less than 12 months from the restructuring date. The financial asset is therefore classified in the stage where there has not been a significant increase in credit risk (Stage 1).
4.8
Leases
At the inception of the contract, the Bank assesses whether a contract is a lease or contains a lease component. The contract is a lease or contains a lease component if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. 

The Bank recognises right-of-use assets and lease liabilities for all leases with a lease term of more than 12 months, unless the underlying asset is low value.

Right-of-use assets
The Bank recognises right-of-use assets at the commencement date of the lease (the date the underlying asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses (if any), and adjusted for any remeasurement of lease liabilities. 

Depreciation of right-of-use assets is calculated by reference to their costs on the straight-line basis over the shorter of the lease term and the estimated useful lives as follows:

	Buildings
	1 - 6 years

	Vehicles
	1 - 5 years 


If ownership of the leased asset is transferred to the Bank at the end of the lease term or the cost of such asset reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

Lease liabilities
At the commencement date of the lease, the Bank recognises lease liabilities measured at the present value of the lease payments to be made over the lease term, discounted by the interest rate implicit in the lease or the Bank’s incremental borrowing rate. After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured if there is a modification or reassessment.

Short-term leases and Leases of low-value assets

Payments under leases that, have a lease term of 12 months or less at the commencement date, or are leases of low-value assets, are recognised as expenses on a straight-line basis over the lease term.
4.9 
Financial instrument

The recognition of financial instrument

The Bank recognises financial assets or financial liabilities when the Bank becomes a party to the contractual provisions of the financial instrument.
Classification and measurement 

Financial assets - debt instruments
The Bank classifies its financial assets - debt instruments as subsequently measured at amortised cost or fair value in accordance with the Bank’ business model for managing the financial assets and the contractual cash flows characteristics of the financial assets as follows:

· 
Financial assets measured at amortised cost 

Only if both following conditions are met: the financial assets are held within a business model whose objective is to hold financial assets in order to collect contractual cash flows; and the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value on trade date and subsequently measured at amortised cost net of allowance for expected credit losses (if any).

· 
Financial assets measured at fair value through other comprehensive income 

Only if both following conditions are met: the financial assets are held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial assets; and the contractual terms of the financial assets give rise on specified dates to cash flows that are solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value and subsequently measured at fair value. The unrealised gains or losses on changes in fair value are presented as a separate item in shareholders’ equity through other comprehensive income until the investments are disposed. Gains or losses on disposal of the instruments will be recognised as gains or losses in profit or loss. Gains or losses on foreign exchange, expected credit losses and interest income which are calculated using the effective interest rate method are recognised in profit or loss.

· 
Financial assets measured at fair value through profit or loss

The financial assets are held within a business model whose objective is not to hold financial assets in order to collect contractual cash flows, or the contractual terms of the financial assets represent contractual cash flows that are not solely payments of principal and interest on the principal amount outstanding. These financial assets are initially recognised at fair value and are subsequently measured at fair value. Unrealised gains or losses on changes in fair value and gains or losses on disposal are recognised as net gains (losses) on financial instruments measured at fair value through profit or loss.

Financial assets - equity instruments

The Bank classifies investments in equity instruments that are not held for trading but held for strategic purpose or they are securities with high market volatility as the financial assets measured at fair value through other comprehensive income, where an irrevocable election has been made by the management. Such classification is determined on an instrument-by-instrument basis. Gains or losses on changes in fair value are recognised in other comprehensive income and not subsequently transferred to profit or loss upon disposal; instead, they are transferred to retained earnings. Dividends on these investments are recognised in profit or loss, unless such dividends are evidenced of a return on the cost of investments.

Financial liabilities

The Bank classifies financial liabilities as measured at amortised cost. Financial liabilities are initially recognised at fair value and subsequently measured at amortised cost. 

Modification of financial instruments not measured at fair value
Financial assets
If the terms of a financial asset are modified, the Bank assesses whether cash flows of the modified financial asset are significantly different from the original financial assets. The original financial asset is derecognised and a new financial asset is recognised at fair value. The difference between the carrying amount of the derecognised financial asset and the new financial asset is recognised in profit or loss as a part of the expected credit losses.

If cash flows of the modified financial asset are not substantially different, the Bank recalculates the gross carrying amount of the new financial asset and recognises the amount arising from adjusting the gross carrying amount as a modification gain or loss in profit or loss, which is presented as a part of the expected credit losses.

Financial liabilities

The Bank derecognises a financial liability when its terms are modified, and the cash flows of the modified financial liability are substantially different. A new financial liability based on the modified terms is recognised at fair value. The difference between the carrying amount of the financial liability extinguished and the new financial liability is recognised in profit or loss.

If the cash flows of the modified financial liability are not substantially different, the Bank adjusts the carrying amount of the financial liability to reflect the net present value of the revised cash flows discounted at the original effective interest rate and recognises the amount arising from adjusting the carrying amount as a modification gains or losses.

Derecognition of financial instruments

The Bank derecognises a financial asset when the contractual cash flows from the asset expire or it transfers its rights to receive contractual cash flows on the financial asset in a transaction in which all or substantially all the risks and rewards of ownership are transferred. Any interest from transferred financial assets, which is created or retained by the Bank, are recognised separately as asset or liability.

A financial liability is derecognised from the statement of financial position when the Bank has discharged its obligation, or the contract is cancelled or expired.

Write-off 
Debts that are determined to be irrecoverable are written off (either partially or in full) in the period in which the decision is taken. This is generally the case when the Bank determines that the counterparties do not have assets or sources of income that could generate sufficient cash flows to repay the amounts subject to the write-off. However, financial assets that are written off are still subject to enforcement activities in order to comply with the Bank’s procedures for recovery of amount due.

5. Significant accounting judgements and estimates
This interim financial information is prepared by the management of the Bank using the same accounting judgements and estimates as were used for the financial statements for the year ended 31 December 2019, except for the changes in the accounting judgements and estimates used for the following matters, which were adopted from 1 January 2020 onwards.

5.1
Allowance for expected credit losses
The Bank has developed a model for estimating expected credit losses of financial assets based on the Bank of Thailand’s guidelines.

Judgement is used in estimating the allowance for expected credit losses of debtors who are having problems making principal and/or interest payments, with management taking into consideration analysis of debtor status performed on an individual and a group basis, the probability of default, estimated losses arising from the default, historical collection experience, collateral value, statistical data, economic factors and risk ratings derived from external sources. These are used in determining assumptions and forward-looking scenarios, as well as probability weighted outcomes. The Bank also considers factors that would result in a significant increase in the credit risk of the financial assets compared with the risk as of the initial recognition date.  

In addition, the management sets aside an additional allowance for expected credit losses to account for the uncertainties around future events that have not yet been reflected in the model (Management Overlay), based on the assessment and judgement of the management. 

5.2
Determining the lease term of contracts with renewal and termination options
In determining the lease term, the management is required to use judgement in evaluating whether it is reasonably certain whether or not to exercise the option to renew or terminate the lease considering all relevant facts and circumstances that create an economic incentive for it to exercise either the renewal or termination.
6. Cumulative effects of changes in accounting policies due to the adoption of new financial reporting standards

As described in Note 3.1 to the interim financial statements, during the current period, the Bank has adopted financial reporting standards related to financial instruments and       TFRS 16. The cumulative effect of initial application of these standards is recognised as an adjustment to retained earnings as at 1 January 2020 and the comparative information was not restated.

The impacts on the beginning balance of retained earnings or other components of shareholders’ equity of 2020 from changes in accounting policies due to the adoption of these financial reporting standards were presented as follows:
	(Unit: Thousand Baht)

	
	
	The impacts of 
	

	
	31 December 2019
	Financial reporting standards related to financial instruments
	TFRS 16 
	1 January 

2020

	Statements of financial position
	
	
	
	

	Assets
	
	
	
	

	Interbank and money market items - net
	23,731,785
	226,304
	-
	23,958,089

	Derivative assets
	241,376
	68,166
	-
	309,542

	Investments - net
	51,646,774
	103,986
	-
	51,750,760

	Loans to customers and accrued interest receivables - net
	151,783,035
	(354,830)
	-
	151,428,205

	Right-of-use assets - net
	-
	-
	679,075
	679,075

	Deferred tax assets
	223,820
	(22,010)
	-
	201,810

	Other assets - net
	318,212
	(27,231)
	-
	290,981


	(Unit: Thousand Baht)

	
	
	The impacts of 
	

	
	31 December 2019
	Financial reporting standards related to financial instruments
	TFRS 16 
	1 January 

2020

	Liabilities and shareholders’ equity
	
	
	
	

	Derivative liabilities
	35,634
	-
	-
	35,634

	Debts issued and borrowings - net
	16,721,234
	-
	-
	16,721,234

	Lease liabilities - net
	-
	-
	638,793
	638,793

	Provisions 
	163,786
	46,037
	40,282
	250,105

	Revenue received in advance
	258,417
	(208,095)
	-
	50,322

	Shareholders’ equity
	
	
	
	

	Other components of shareholders’ equity
	(43,587)
	85,000
	-
	41,413

	Retained earnings - unappropriated
	4,904,959
	71,443
	-
	4,976,402


6.1
Financial instruments
Details of the impact on retained earnings and other components of shareholders’ equity as at 1 January 2020 due to the adoption of financial reporting standards related to financial instruments are presented as follows:
	
	(Unit: Thousand Baht)

	
	

	Recognition of derivatives at fair value through profit or loss
	68,166

	Cumulative effect from reclassification of investments to be recognised in                                  other components of shareholders’ equity
	3,277

	Impacts on retained earnings due to the adoption of financial reporting standards related to financial instruments
	71,443


	
	(Unit: Thousand Baht)

	
	

	Recognition of revaluation deficit of available-for-sale investments
	43,587

	Recognition of revaluation surplus of investments measured at fair value through     other comprehensive income
	44,690

	Cumulative effect from reclassification of investments to be recognised in                              other components of shareholders’ equity
	(3,277)

	Impacts on other components of shareholders’ equity due to the adoption of                financial reporting standards related to financial instruments
	85,000


As at 1 January 2020, the classification and measurement of financial assets and financial liabilities in accordance with TFRS 9 compared to the classification and measurement under the former basis, are as follows: 
	
	
	
	(Unit: Thousand Baht)

	
	Carrying amount under the former basis
	Classification and measurement in accordance with TFRS 9

	
	
	Financial instruments measured at fair value through profit or loss
	Financial instruments measured at fair value through other comprehensive income
	Investment in equity instruments designated at fair value through other comprehensive income
	Financial instruments measured at amortised cost
	Total

	Financial assets as at 1 January 2020
	
	
	
	
	
	

	Cash
	1,635,451
	-
	-
	-
	1,635,451
	1,635,451

	Interbank and money market items - net  
	23,731,785
	-
	-
	-
	23,958,089
	23,958,089

	Derivative assets
	241,376
	309,542
	-
	-
	-
	309,542

	Investment - net
	51,646,774
	-
	1,055,563
	8,516,417
	42,178,780
	51,750,760

	Loans to customers and accrued interest receivables - net 
	151,783,035
	-
	-
	-
	151,428,205
	151,428,205

	Total financial assets
	229,038,421
	309,542
	1,055,563
	8,516,417
	219,200,525
	229,082,047

	Financial liabilities as at 1 January 2020
	
	
	
	
	
	

	Deposits
	165,018,408
	-
	-
	-
	165,018,408
	165,018,408

	Interbank and money market items     
	10,503,646
	-
	-
	-
	10,503,646
	10,503,646

	Liabilities payable on demand
	52,083
	-
	-
	-
	52,083
	52,083

	Derivative liabilities
	35,634
	35,634
	-
	-
	-
	35,634

	Debts issued and borrowings - net
	16,721,234
	-
	-
	-
	16,721,234
	16,721,234

	Provisions
	163,786
	-
	-
	-
	209,823
	209,823

	Total financial liabilities
	192,494,791
	35,634
	-
	-
	192,505,194
	192,540,828


The table below shows the impact of allowance for impairment as of 31 December 2019 which was recognised in accordance with the Bank of Thailand and TAS 105, Accounting for investments in debt and equity securities, and provision for contingent obligation which was recognised in accordance with TAS 37, Provisions, Contingent liabilities and Contingent assets, and allowance for impairment as of 1 January 2020 which was recognised in accordance with TFRS 9. The changes are resulted from the valuation of allowance for expected credit losses which was initially incurred in accordance with TFRS 9.
	
	(Unit: Thousand Baht)

	
	31 December 2019
	Remeasurement
	1 January 2020

	Allowance for expected credit losses - interbank and money market items - net (assets)
	231,880
	(226,304)
	5,576

	Allowance for expected credit losses - investment in held-to-maturity debt securities, reclassified to investments measured at amortised cost
	-
	6,060
	6,060

	Allowance for expected credit losses - available-for-sale investment, reclassified to investments measured at fair value through other comprehensive income
	-
	240
	240

	Allowance for expected credit losses - loans to customers and accrued interest receivables
	3,961,504
	175,946
	4,137,450

	Allowance for expected credit losses - undrawn credit limit and financial guarantee contracts
	-
	46,037
	46,037

	Total
	4,193,384
	1,979 (1)
	4,195,363


(1)
The balance was fee received from financial guarantee contracts which was higher than its allowance for expected credit losses.
6.2
Leases
Upon initial application of TFRS 16, the Bank recognised lease liabilities previously classified as operating leases at the present value of the remaining lease payments, discounted using the Bank’s incremental borrowing rates on 1 January 2020, ranging between 1.65% to 2.90% per annum. For leases previously classified as finance leases, the Bank recognised the carrying amount of the right-of-use assets and lease liabilities based on the carrying amounts of the leased assets and lease liabilities immediately before the date of initial application of TFRS 16.
	
	(Unit: Thousand Baht)

	
	

	Operating lease commitments as at 31 December 2019
	594,453

	Less: Short-term leases and leases of low-value assets
	(6,377)

	Add: Option to extend lease term 
	334,897

	Less: Contracts reassessed as service agreements
	(237,245)

	Less: Others
	(28,160)

	Less: Deferred interest expenses
	(18,775)

	Increase in lease liabilities due to TFRS 16 initial adoption
	638,793

	Liabilities under finance lease agreements as at 31 December 2019
	-

	Lease liabilities as at 1 January 2020
	638,793


The adjustments of right-of-use assets from TFRS 16 initial adoption as at 1 January 2020 are summarised below: 
	
	(Unit: Thousand Baht)

	
	

	Buildings
	631,537

	Vehicles
	47,538

	Total right-of-use assets
	679,075


7. The classification of financial assets and financial liabilities
 (Unit: Thousand Baht)
	
	30 September 2020

	
	Financial instruments measured at fair value through profit or loss 
	Financial instruments measured at fair value through other comprehensive income
	Investment in equity instruments designated at fair value through other comprehensive income
	Financial instruments measured at amortised cost
	Total

	Financial assets
	
	
	
	
	

	Cash       
	-
	-
	-
	799,557
	799,557

	Interbank and money market          items - net        
	-
	-
	-
	33,068,156
	33,068,156

	Derivative assets
	271,598
	-
	-
	-
	271,598

	Investment - net
	-
	37,630,512
	8,159,122
	-
	45,789,634

	Loans to customers and accrued interest receivables - net
	-
	-
	-
	156,103,351
	156,103,351

	Total financial assets
	271,598
	37,630,512
	8,159,122
	189,971,064
	236,032,296

	Financial liabilities  
	
	
	
	
	

	Deposits
	-
	-
	-
	180,535,448
	180,535,448

	Interbank and money market items     
	-
	-
	-
	12,809,926
	12,809,926

	Liabilities payable on demand
	-
	-
	-
	257,291
	257,291

	Derivative liabilities  
	99,515
	-
	-
	-
	99,515

	Debts issued and borrowings - net
	-
	-
	-
	6,431,685
	6,431,685

	Lease liabilities - net
	-
	-
	-
	580,175
	580,175

	Total financial liabilities
	99,515
	-
	-
	200,614,525
	200,714,040


	
	(Unit: Thousand Baht)

	
	31 December 2019

	
	Held for trading
	Held as available-for-sale
	Held to maturity
	Cost /  amortised cost
	Total

	Financial assets
	
	
	
	
	

	Cash
	-
	-
	-
	1,635,451
	1,635,451

	Interbank and money market items - net      
	-
	-
	-
	23,731,785
	23,731,785

	Derivative assets
	56,864
	-
	184,512
	-
	241,376

	Investment - net
	8,509,514
	1,055,563
	42,074,794
	6,903
	51,646,774

	Loans to customers and                                        accrued interest receivables - net
	-
	-
	-
	151,783,035
	151,783,035

	Total financial assets
	8,566,378
	1,055,563
	42,259,306
	177,157,174
	229,038,421

	Financial liabilities  
	
	
	
	
	

	Deposits
	-
	-
	-
	165,018,408
	165,018,408

	Interbank and money market items     
	-
	-
	-
	10,503,646
	10,503,646

	Liabilities payable on demand
	-
	-
	-
	52,083
	52,083

	Derivative liabilities
	35,634
	-
	-
	-
	35,634

	Debts issued and borrowings - net
	-
	-
	-
	16,721,234
	16,721,234

	Total financial liabilities
	35,634
	-
	-
	192,295,371
	192,331,005


8. Derivative assets/liabilities

The fair values/carrying values of derivative assets and liabilities consist of derivatives held for trading and derivatives held for banking book measured at fair value.
 (Unit: Thousand Baht)
	 
	30 September 2020
	31 December 2019

	
	Fair value
	Fair value / Carrying value

	Types of derivatives
	Assets
	Liabilities
	Assets
	Liabilities

	
	
	
	
	

	Derivatives held for trading
	54,747
	99,515
	56,864
	35,634

	Derivatives held for banking book *
	216,851
	-
	184,512
	-

	Total
	271,598
	99,515
	241,376
	35,634


*
The Bank has entered into derivatives contracts for the purpose of risk management (Banking book) without selecting an option to adopt hedge accounting.
Derivatives held for trading

As at 30 September 2020 and 31 December 2019, the fair values and the notional amounts of derivatives held for trading, classified by type of risk, were as follows: 
(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	Fair value
	Notional
	Fair value
	Notional

	Types of risk
	Assets
	Liabilities
	amounts *
	Assets
	Liabilities
	amounts *

	
	
	
	
	
	
	

	Foreign exchange rate
	54,747
	99,515
	18,507,807
	56,864
	35,634
	18,336,461

	Total
	54,747
	99,515
	18,507,807
	56,864
	35,634
	18,336,461


* Disclosed only in case that the Bank has an obligation to pay.
Derivatives held for banking book

As at 30 September 2020 and 31 December 2019, the fair values/carrying values and the notional amounts of derivatives held for banking book, classified by type of risk, were as follows:
(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	Fair value
	Notional
	Carrying value
	Notional

	Types of risk
	Assets
	Liabilities
	amounts *
	Assets
	Liabilities
	amounts *

	
	
	
	
	
	
	

	Foreign exchange rate and interest rate
	216,851
	-
	1,149,440
	184,512
	-
	1,149,440

	Total
	216,851
	-
	1,149,440
	184,512
	-
	1,149,440


* Disclosed only in case that the Bank has an obligation to pay.
9. Investments
9.1
Type of investments

Investments as at 30 September 2020 consist of:
	(Unit: Thousand Baht)

	
	30 September 2020

	
	Fair value 

	Investment in debt instruments measured at fair value through                                        other comprehensive income
	

	Government and state enterprise securities
	19,866,660

	Private sector debt securities
	14,213,697

	Other debt securities
	4,006,357

	Total
	38,086,714

	Less: Allowance for expected credit losses
	(456,202)

	Total investment in debt instruments measured at fair value through                              other comprehensive income
	37,630,512


	(Unit: Thousand Baht)

	
	30 September 2020

	
	Fair value
	Dividend received

	Investment in equity instruments designated at fair value through other comprehensive income
	
	

	Domestic marketable equity securities - investment units
	7,355,511
	372,736

	Investment units (1)
	796,708
	-

	Domestic non-marketable equity securities
	6,903
	16

	Total investment in equity instruments designated at fair value through other comprehensive income
	8,159,122
	372,752

	Total investments - net
	45,789,634
	


(1) The Bank classifies and measures the investment units at fair value through other comprehensive income, which is in accordance with the BOT’s Notification Sor Nor Sor.6/2563 regarding the investment in unit trust of fixed income fund to enhance the liquidity of the money market.
During the nine-month period ended 30 September 2020, the Bank sold investment in equity instruments designated at fair value through other comprehensive income. Accumulated gains or losses on derecognition were recognised in retained earnings as follows:
	(Unit: Thousand Baht)

	
	30 September 2020

	
	Fair value on derecognition date
	Dividend received
	Gains or             losses on derecognition
	Reason of derecognition

	
	
	
	

	Derecognised investment in equity instruments
	
	
	

	Domestic marketable equity securities    - Investment units
	461,823
	10,355
	(88,477)
	Liquidity management

	Total 
	461,823
	10,355
	(88,477)
	


The Bank sold investment in equity instruments designated at fair value through other comprehensive income to the subsidiary of the Bank’s parent company and recognised losses in retained earnings totaling Baht 124 million.

Investments as at 31 December 2019 consist of:
	(Unit: Thousand Baht)

	
	31 December 2019

	Trading investments - fair value
	

	Domestic marketable equity securities - investment units
	8,509,514

	Total trading investments
	8,509,514

	Available-for-sale investments - fair value
	

	Private sector debt securities
	1,055,563

	Total available-for-sale investments
	1,055,563

	Held-to-maturity investments - amortised cost
	

	Government and state enterprise securities
	18,336,809

	Private sector debt securities
	18,347,043

	Other debt securities
	5,390,942

	Total held-to-maturity investments
	42,074,794

	General investments - cost
	

	Domestic non-marketable equity securities - stocks
	6,928

	Less: Allowance for impairment
	(25)

	Total general investments
	6,903

	Total investments - net
	51,646,774


9.2
Investments in companies having problems relating to financial position and operating results

(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	Number of companies
	Cost
	Fair value
	Number of companies
	Cost
	Fair value
	Allowance for impairment

	
	
	
	
	
	
	
	

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

	
	1
	25
	-
	1
	25
	-
	25


9.3
Investments subject to restriction


As at 30 September 2020, the Bank placed investment units classified as an investment in equity instruments designated at fair value through other comprehensive income totaling Baht 298 million as securities against those sold under repurchase agreements               (31 December 2019: None).
9.4
Reclassification

On 15 June 2020, the Board of Directors’ Meeting No.6/2563 of the Bank approved the change of its business model of financial assets management with regard to investment in debt instruments, which were previously classified as an investment in debt instruments measured at amortised cost to be an investment in debt instruments measured fair value through other comprehensive income. The change was effective on 1 July 2020, whereby the fair value and the cost of the reclassified investments on the reclassification date amounted to Baht 33,963 million and Baht 32,864 million, respectively. The difference between the fair value and the cost of Baht 1,099 million was recognised as a part of “Gains (losses) on debt instruments measured at fair value through other comprehensive income” in the statements of comprehensive income.
10. Loans to customers and accrued interest receivables

10.1
Classified by loan types
	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	
	

	Overdrafts
	3,608,441
	4,318,143

	Loans
	118,506,249
	113,374,942

	Bills
	38,476,857
	37,688,743

	Hire purchase receivables
	112,283
	174,589

	Total loans to customers
	160,703,830
	155,556,417

	Less: Deferred revenue
	(22,392)
	(26,029)

	Loans to customers net of deferred revenue
	160,681,438
	155,530,388

	Add: Accrued interest receivables and undue interest receivables
	516,162
	214,151

	Total loans to customers and accrued interest receivables
	161,197,600
	155,744,539

	Less:  Allowance for expected credit losses 
	(5,094,249)
	-

	Allowance for doubtful accounts
	-
	(3,947,519)

	Revaluation allowance for debt restructuring
	-
	(13,985)

	Loans to customers and accrued interest receivables - net
	156,103,351
	151,783,035


10.2
Classified by loan classification 

	
	(Unit: Thousand Baht)

	
	30 September 2020

	 
	Loans to customers 
and accrued interest receivables
	Allowance for 
expected credit 
losses

	
	
	

	Financial assets where there has not been a significant increase in credit risk (Performing)
	149,062,697
	969,704

	Financial assets where there has been a significant increase in credit risk (Under-performing)
	6,657,718
	734,191

	Financial assets that are credit-impaired 

(Non-performing)
	5,477,185
	2,717,906

	Total
	161,197,600
	4,421,801

	General provision
	
	672,448

	Total
	
	5,094,249


 (Unit: Thousand Baht)
	
	31 December 2019

	
	Loans to 

customers and accrued interest receivables
	Net amount used                for setting allowance for doubtful accounts (1)
	Minimum rates
	Allowance for doubtful accounts

	
	 
	
	(Percent)
	

	Provision at BOT’s minimum required rates
	
	
	

	Pass
	149,573,676
	84,442,522
	1
	844,425

	Special-mention
	3,395,427
	154,604
	2
	3,092

	Sub-standard
	179,315
	21,330
	100
	21,330

	Doubtful
	46,296
	5,392
	100
	5,392

	Doubtful of loss
	2,549,825
	420,512
	100
	420,512

	Total
	155,744,539
	85,044,360
	
	1,294,751

	Additional provision for specific debtors                                                                                              
	
	
	
	1,836,517

	General provision
	
	
	
	816,251

	Total
	
	
	
	3,947,519


(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.
10.3
Loans to customers that have repayment problems or default payments 
As at 30 September 2020 and 31 December 2019, the Bank had loans to customers and accrued interest receivables due from companies and individuals, which had repayment problems or default payments, against which allowance for expected credit losses/allowance for doubtful accounts, were made as follows:
 (Unit: Thousand Baht)

	
	30 September 2020

	
	Number of debtors
	Debt    balances
	Allowance for 

expected credit losses

	
	
	
	

	Companies and individuals that have repayment problems or default payments
	632
	12,134,903
	3,452,097


(Unit: Thousand Baht)
	
	31 December 2019

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

	
	
	
	
	

	Companies and individuals that have repayment problems or default payments
	439
	6,170,863
	5,557,513
	463,443


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 already considered the loan classification and set allowance for expected credit losses of those debtors.
10.4
Troubled debt restructuring

For the nine-month period ended 30 September 2020 and for the year ended 31 December 2019, 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 receivables)
	Number                           of debtors
	Debt balances (principal and accrued interest receivables)

	
	
	
	
	

	30 September 2020
	9,820
	161,197,600
	255
	4,032,900

	31 December 2019
	9,644
	155,744,539
	247
	4,657,237


As at 30 September 2020 and 31 December 2019, the Bank had no outstanding commitments to provide additional loan facilities after restructuring.
10.5
Hire purchase receivables
As at 30 September 2020 and 31 December 2019, the Bank had hire purchase receivables, on which the terms of the agreements were generally between 2 to 8 years and they carried interest at fixed rates as stipulated in the agreements.     
(Unit: Thousand Baht)

	
	30 September 2020

	
	Amounts due under the contracts

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

	Aggregate initial investments under                 the hire purchase agreements
	75,724
	36,559
	-
	112,283

	Less: Deferred revenue
	(3,737)
	(2,114)
	-
	(5,851)

	Present value of minimum lease payments
	71,987
	34,445
	-
	106,432

	Less: Allowance for expected credit losses
	
	
	
	(5,295)

	Hire purchase receivables - net
	
	
	
	101,137


(Unit: Thousand Baht)

	
	31 December 2019

	
	Amounts due under the contracts

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

	Aggregate initial investments under                 the hire purchase agreements
	99,040
	72,658
	2,891
	174,589

	Less: Deferred revenue
	(6,637)
	(4,097)
	(54)
	(10,788)

	Present value of minimum lease payments
	92,403
	68,561
	2,837
	163,801

	Less: Allowance for doubtful accounts
	
	
	
	(16,649)

	Hire purchase receivables - net
	
	
	
	147,152


11. Allowance for expected credit losses/allowance for doubtful accounts
	
	(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2020

	
	Financial assets where there has not been a significant increase in credit risk (Performing)
	Financial assets where there has been a significant increase in credit risk (Under-performing)
	Financial assets that are credit- impaired (Non-performing)
	General provision
	Allowance for doubtful accounts
	Revaluation allowance for debt restructuring
	Total

	Interbank and money market items (assets)
	
	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	-
	231,880
	-
	231,880

	Changes due to adoption of new accounting standards (1)
	5,576
	-
	-
	-
	(231,880)
	-
	(226,304)

	
	5,576
	-
	-
	-
	-
	-
	5,576

	Changes due to revaluation of loss allowance
	(6,618)
	-
	-
	-
	-
	-
	(6,618)

	New financial assets purchased or acquired
	22,816
	-
	-
	-
	-
	-
	22,816

	Financial assets derecognised
	(16,602)
	-
	-
	-
	-
	-
	(16,602)

	Balances - end of the period
	5,172
	-
	-
	-
	-
	-
	5,172

	
	
	
	
	
	


	Investment in debt instruments measured at amortised cost
	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	-
	-
	-
	-

	Changes due to adoption of new accounting standards (1)
	6,060
	-
	-
	-
	-
	-
	6,060

	
	6,060
	-
	-
	-
	-
	-
	6,060

	Changes due to revaluation of loss allowance
	(866)
	-
	-
	-
	-
	-
	(866)

	New financial assets purchased or acquired
	32
	-
	-
	-
	-
	-
	32

	Financial assets derecognised
	(412)
	-
	-
	-
	-
	-
	(412)

	Reclassification
	(4,814)
	-
	-
	-
	-
	-
	(4,814)

	Balances - end of the period
	-
	-
	-
	-
	-
	-
	-

	
	
	
	
	
	
	

	Investment in debt instruments measured at fair value through other comprehensive income 
	
	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	-
	-
	-
	-

	Changes due to adoption of new accounting standards (1)
	240
	-
	-
	-
	-
	-
	240

	
	240
	-
	-
	-
	-
	-
	240

	Changes due to transfers of loan classification
	(2,764)
	2,764
	-
	-
	-
	-
	-

	Changes due to revaluation of loss allowance
	(312)
	451,402
	-
	-
	-
	-
	451,090

	New financial assets purchased or acquired
	247
	-
	-
	-
	-
	-
	247

	Financial assets derecognised
	(189)
	-
	-
	-
	-
	-
	(189)

	Reclassification
	4,814
	-
	-
	-
	-
	-
	4,814

	Balances - end of the period
	2,036
	454,166
	-
	-
	-
	-
	456,202


	
	(Unit: Thousand Baht)

	
	For the nine-month period ended 30 September 2020

	
	Financial assets where there has not been a significant increase in credit risk (Performing)
	Financial assets where there has been a significant increase in credit risk (Under-performing)
	Financial assets that are credit- impaired (Non-performing)
	General provision
	Allowance for doubtful accounts
	Revaluation allowance for debt restructuring
	Total

	Loans to customers and accrued interest receivables
	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	816,251
	3,131,268
	13,985
	3,961,504

	Changes due to adoption of new accounting standards (1)
	433,905
	972,271
	1,414,149
	500,874
	(3,131,268)
	(13,985)
	175,946

	
	433,905
	972,271
	1,414,149
	1,317,125
	-
	-
	4,137,450

	Changes due to transfers of loan classification
	496,347
	(1,014,799)
	518,452
	-
	-
	-
	-

	Changes due to revaluation of loss allowance
	(94,223)
	777,548
	915,879
	(644,677)
	-
	-
	954,527

	New financial assets purchased or acquired
	310,334
	283,450
	61,402
	-
	-
	-
	655,186

	Financial assets derecognised
	(176,659)
	(284,279)
	(191,976)
	-
	-
	-
	(652,914)

	Balances - end of the period
	969,704
	734,191
	2,717,906
	672,448
	-
	-
	5,094,249

	
	
	
	
	
	
	
	

	Other assets
	
	
	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	-
	27,145
	-
	27,145

	Changes due to adoption of new accounting standards (1)
	791
	249
	26,105
	-
	(27,145)
	-
	-

	
	791
	249
	26,105
	-
	-
	-
	27,145

	Changes due to transfers of loan classification
	(21)
	38
	(17)
	-
	-
	-
	-

	Changes due to revaluation of loss allowance
	35
	26
	7,539
	-
	-
	-
	7,600

	New financial assets purchased or acquired
	704
	737
	20,815
	-
	-
	-
	22,256

	Financial assets derecognised
	(734)
	(771)
	(24,206)
	-
	-
	-
	(25,711)

	Balances - end of the period
	775
	279
	30,236
	-
	-
	-
	31,290


(1)   The beginning balance of allowance for doubtful accounts, which was previously recognised in accordance with the rules of the Bank of Thailand, is currently shown as 12-mth ECL and Lifetime ECL according to the principles of TFRS 9, without retrospective adjustment of the comparative information, as described in Note 6 to the interim financial statements.
The amount of allowance for expected credit losses (ECL) as at 1 January 2020 as determined based on Expected Credit Loss model (ECL model) in accordance with TFRS 9: Financial Instruments was less than the amount of allowance for doubtful accounts as at                           31 December 2019 as determined in accordance with the former accounting policy by Baht 1,317 million. On 15 May 2020, the Bank informed the Bank of Thailand that the Bank reserves such amount as Management Overlay for the cases where additional provision may be incurred from the instability of the ECL model due to the first-year adoption or for the group of customers whose credit quality may be deteriorated. During the nine-month period ended 30 September 2020, the Bank has already used a part of such Management Overlay of Baht 645 million, and therefore as at 30 September 2020, the balance of the allowance for expected credit losses in respect of the Management Overlay was Baht 672 million.
 (Unit: Thousand Baht)

	
	For the year ended 31 December 2019

	
	
	
	
	
	
	Additional
	
	

	
	Provision at BOT’s minimum required rates
	provision for
	
	

	
	
	Special-
	Sub-
	
	Doubtful
	specific
	General
	

	
	Pass
	mention
	standard
	Doubtful 
	of loss
	debtors
	provision 
	Total

	
	
	
	
	
	
	
	
	

	Balances - beginning of the year
	857,779
	1,776
	109,908
	3,890
	755,424
	1,180,620
	853,833
	3,763,230

	Increase (decrease) during 

the year
	44,421
	133,298
	(44,031)
	4,281
	335,511
	655,897
	(35,153)
	1,094,224

	Bad debts written-off
	-
	-
	-
	-
	(34,550)
	-
	-
	(34,550)

	Decrease as a result of disposals
	(57,775)
	(131,982)
	(44,547)
	(2,779)
	(618,735)
	-
	-
	(855,818)

	Transfer to revaluation allowance for debt restructuring 
	-
	-
	-
	-
	-
	-
	(2,429)
	(2,429)

	Transfer to allowance for doubtful accounts for other assets
	-
	-
	-
	-
	(17,138)
	-
	-
	(17,138)

	Balances - end of the year
	844,425
	3,092
	21,330
	5,392
	420,512
	1,836,517
	816,251
	3,947,519


12. Revaluation allowance for debt restructuring
(Unit: Thousand Baht)

	
	For the nine-month    period ended                         30 September 2020
	For the year ended                 31 December 2019

	
	
	

	Balances - beginning of the period/year
	13,985
	11,994

	Changes due to adoption of new accounting standards
	(13,985)
	-

	Increase during the period/year
	-
	4,430

	Decrease during the period/year
	-
	(3,166)

	Adjustment during the period/year
	-
	727

	Balances - end of the period/year
	-
	13,985


13. Disposals of non-performing loans
For the nine-month period ended 30 September 2020 and for the year ended 31 December 2019, the Bank has entered into the sale and purchase agreements, as a seller, to sell non-performing loans, which were summarised as follows:
(Unit: Million Baht)

	For the nine-month period ended 30 September 2020
	For the year ended 31 December 2019

	Batch
	Month sold
	Outstanding balances                         (including other relevant assets)
	Selling price
	Batch
	Month sold
	Outstanding balances                         (including other relevant assets)
	Selling price

	
	
	
	
	
	
	
	

	1
	May
	187
	121
	1
	May
	823
	675

	
	
	
	
	2
	May
	269
	158

	
	
	
	
	3
	September
	859
	427

	
	
	
	
	4
	October
	882
	700

	
	
	187
	121
	
	
	2,833
	1,960


The Bank already received full payments under such non-performing loans sale and purchase agreements. Under the agreements, the buyer can cancel the transfer of any particular asset by no later than May 2021 (for the sale in May 2020) and no later than October 2020 (for the sale in October 2019). In the event that the rights over the debt and the collateral of the sold assets cannot be transferred to the buyer because the documentation with respect to the debt and collateral is absent or incomplete, the collateral is evicted, or the courts do not permit the buyer to assume the rights of litigant from the Bank, the transfer of any assets shall be cancelled. The buyer is to receive the money back equivalent to the purchase price as settled on the settlement date while the Bank is to receive any income generated on such assets, after deducting any costs, during the period of cancellation. 
During the nine-month period ended 30 September 2020, the buyer has yet to cancel any assets sold up to the authorisation date of these financial statements.
14. Properties foreclosed

       (Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2020

	
	31 December 

2019
	Increase
	Disposal
	30 September 

2020

	Properties foreclosed - Immovable assets
	
	

	Appraised by external appraisers:
	
	
	
	

	Cost
	9,474
	580,486
	-
	589,960

	Allowance for impairment
	-
	-
	-
	-

	Net book value
	9,474
	580,486
	-
	589,960

	Appraised by internal appraisers:
	
	
	
	

	Cost
	62,398
	258
	(2,230)
	60,426

	Allowance for impairment
	-
	-
	-
	-

	Net book value
	62,398
	258
	(2,230)
	60,426

	Properties foreclosed - Immovable assets
	71,872
	580,744
	(2,230)
	650,386

	Properties foreclosed - movable assets
	
	

	Appraised by external appraisers:
	
	
	
	

	Cost
	3,560
	-
	-
	3,560

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

	Net book value
	1,862
	-
	-
	1,862

	Properties foreclosed - Movable assets
	1,862
	-
	-
	1,862

	Total properties foreclosed
	73,734
	580,744
	(2,230)
	652,248


As at 30 September 2020, the Bank’s properties foreclosed totaling Baht 500 million were obligated under the agreements to sell to the former debtors as the first refusal rights within the specified periods.

As at 31 December 2019, 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.

15. Deferred tax assets/liabilities and income tax
15.1
Deferred tax assets/liabilities
The components of deferred tax assets/liabilities included deferred income tax arose from the following transactions:
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	Deferred tax assets (liabilities) arose from:
	
	
	
	

	Investments
	247,371
	11,716
	235,655
	(147,639)

	Loans to customers and accrued interest receivables
	124,178
	173,759
	(49,581)
	15,134

	Properties foreclosed
	340
	340
	-
	-

	Right-of-use assets
	5,157
	-
	5,157
	-

	Other assets
	6,258
	5,429
	829
	(8,525)

	Provisions
	40,937
	31,632
	9,305
	2,500

	Others
	4,337
	944
	3,393
	(221)

	Deferred tax assets 
	428,578
	223,820
	
	

	Total
	
	
	204,758
	(138,751)

	Changes in deferred income tax:
	
	
	
	

	Recognised in retained earnings as at 1 January 2020 (1)
	
	(22,010)
	-

	Recognised in profit or loss
	
	
	38,225
	6,450

	Recognised in other comprehensive income (loss)
	
	
	188,543
	(145,201)

	Total
	
	
	204,758
	(138,751)


(1)
The effect of changes in accounting policies due to the adoption of new financial reporting standards as described in     Note 6 to the interim financial statements.

15.2
Income tax

Income tax expenses reported in profit or loss for the three-month and nine-month periods ended 30 September 2020 and 2019 were as follows:
	
	      (Unit: Thousand Baht)

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

ended 30 September

	
	2020
	2019
	2020
	2019

	Current income tax:
	
	
	
	

	Corporate income tax for the periods
	(184,585)
	(193,933)
	(368,659)
	(336,231)

	Deferred income tax:
	
	
	
	

	Deferred income tax from temporary differences and reversal of temporary differences  
	89,931
	97,943
	38,225
	6,450

	Income tax expenses reported in profit or loss 
	(94,654)
	(95,990)
	(330,434)
	(329,781)



Reconciliations between income tax expenses and the product of accounting profits for the three-month and nine-month periods ended 30 September 2020 and 2019 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

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Accounting profits before income tax expenses
	450,091
	537,766
	1,696,273
	1,872,459

	Applicable tax rate  
	20%
	20%
	20%
	20%

	Income tax calculated based on                   accounting profits
	(90,019)
	(107,553)
	(339,255)
	(374,492)

	Tax effects of:
	
	
	
	

	   Tax-exempted revenues
	10,926
	10,260
	31,813
	41,384

	Additional expense deductions allowed
	(14,764)
	1,904
	2,982
	5,278

	Non-deductible expenses
	(797)
	(601)
	(15,014)
	(1,051)

	Others
	-
	-
	(10,960)
	(900)

	Income tax expenses reported in profit or loss 
	(94,654)
	(95,990)
	(330,434)
	(329,781)



The weighted average income tax rate for the three-month and nine-month periods ended 30 September 2020 was 21.03% and 19.48% respectively (for the three-month and nine-month periods ended 30 September 2019: 17.85% and 17.61%, respectively).
16. Quality of assets


As at 30 September 2020 and 31 December 2019, the Bank had assets categorised in compliance with the regulations of the BOT as follows:
(Unit: Thousand Baht)

	
	30 September 2020

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

	Classification of assets
	
	
	
	
	

	Financial assets where there has not been a significant increase in credit risk (Performing)
	33,073,328
	34,080,357
	149,062,697
	1,691
	216,218,073

	Financial assets where there has been a significant increase in credit risk (Under- performing)
	-
	4,006,357
	6,657,718
	467
	10,664,542

	Financial assets that are credit-impaired             (Non-performing)
	-
	-
	5,477,185
	30,236
	5,507,421

	Total
	33,073,328
	38,086,714
	161,197,600
	32,394
	232,390,036


(Unit: Thousand Baht)

	
	31 December 2019

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

	Classification of assets
	
	
	
	
	

	Pass
	23,381,182
	-
	149,573,676
	-
	172,954,858

	Special-mention
	-
	-
	3,395,427
	-
	3,395,427

	Sub-standard
	-
	-
	179,315
	-
	179,315

	Doubtful
	-
	-
	46,296
	-
	46,296

	Doubtful of loss
	-
	558,091
	2,549,825
	27,145
	3,135,061

	Total
	23,381,182
	558,091
	155,744,539
	27,145
	179,710,957


17. Debts issued and borrowings

 (Unit: Thousand Baht)
	
	30 September 2020
	31 December 2019

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

	
	
	
	
	
	
	
	
	
	
	

	Bills of exchange
	0.75% - 1.25%
	2020
	1,430,000
	-
	1,430,000
	1.80% - 2.10%
	2020
	8,760,000
	-
	8,760,000

	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
	1.99%
	2021
	1,000,000
	-
	1,000,000
	1.75% - 1.99%
	2020 - 2021
	4,000,000
	-
	4,000,000

	Borrowings from Department of Alternative Energy Development and Efficiency
	0%
	2021 - 2022
	6,698
	-
	6,698
	0%
	2021 - 2022
	8,129
	-
	8,129

	Total
	
	
	6,436,698
	-
	6,436,698
	
	
	16,768,129
	-
	16,768,129

	Less: Deferred expenses
	(5,013)
	-
	(5,013)
	
	
	(46,895)
	-
	(46,895)

	Debts issued and borrowings - net
	6,431,685
	-
	6,431,685
	
	
	16,721,234
	-
	16,721,234


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

17.1
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 mature 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.
18. Provisions

(Unit: Thousand Baht)
	
	30 September
2020
	31 December 
2019

	
	
	

	Allowance for expected credit losses of undrawn credit limit and financial guarantee contracts
	27,243
	-

	Provisions for employee benefits
	177,574
	158,161

	Provisions for decommissioning cost
	46,583
	5,625

	Total
	251,400
	163,786


18.1 
Allowance for expected credit losses of undrawn credit limit and financial guarantee contracts
As at 30 September 2020, allowance for expected credit losses of undrawn credit limit and financial guarantee contracts classified by loan classification were as follows.
(Unit: Thousand Baht)
	
	30 September 2020

	
	Undrawn credit limit and financial guarantee contracts
	Allowance for expected credit losses

	Financial assets where there has not been a significant increase in credit risk (Performing)
	36,644,004
	18,944

	Financial assets where there has been a significant increase in credit risk (Under-performing)
	50,326
	277

	Financial assets that are credit-impaired                  (Non-performing)
	32,728
	8,022

	Total
	36,727,058
	27,243


Movements of allowance for expected credit losses of undrawn credit limit and financial guarantee contracts were as follows:
 (Unit: Thousand Baht)
	
	30 September 2020

	
	Financial assets where there has not been a significant increase in credit risk (Performing)
	Financial assets where there has been a significant increase in credit risk (Under- performing)
	Financial assets that are              credit-impaired (Non-performing)
	Total

	
	
	
	
	

	Balances - beginning of the period
	-
	-
	-
	-

	Changes due to adoption of new accounting standards (1)
	33,195
	4,701
	8,141
	46,037

	
	33,195
	4,701
	8,141
	46,037

	Changes due to transfers of loan classification
	483
	(610)
	127
	-

	Changes due to revaluation of loss allowance
	(14,296)
	(3,800)
	558
	(17,538)

	New loan commitments/guarantee contracts issued
	13,405
	240
	-
	13,645

	Financial assets derecognised
	(13,843)
	(254)
	(804)
	(14,901)

	Balances - end of the period
	18,944
	277
	8,022
	27,243


(1) The beginning balance of allowance for doubtful accounts, which was previously recognised in accordance with the rules of the Bank of Thailand, is currently shown as 12-mth ECL and Lifetime ECL according to the principles of TFRS 9, without retrospective adjustment of the comparative information, as described in Note 6 to the interim financial statements.
19. Advances received from electronic transactions
The BOT’s Notification No. SOR NOR CHOR 2/2562, dated 20 December 2019, regarding the “Regulations on Service Business Relating to Electronic Fund Transfer” requires the Bank to disclose advances received from electronic fund transfer transactions. Advances received from electronic fund transfer transactions are presented as a part of other liabilities.  As at 30 September 2020 and 31 December 2019, the Bank had no advances received from electronic fund transfer transactions. 

In addition, the Bank has deposits kept for electronic transactions amounting to Baht                   10 million which are presented as a part of interbank and money market items (assets) in the statements of financial position as at 30 September 2020.
20. Dividend paid

During the nine-month periods ended 30 September 2020 and 2019, the Bank paid dividend as follows:

	Dividend
	Approved by
	Dividend paid
	Dividend paid 

per share

	
	
	(Thousand Baht)
	(Baht per share)

	From its operating results for the year ended 31 December 2018
	The Annual General Meeting of the Bank’s shareholders held on 18 March 2019
	500,000 (1)
	0.25 (1)

	From its operating results for the    three-month period ended 31 March 2019
	The Board of Directors Meeting of the Bank’s shareholders held on 13 May 2019
	500,000
	0.25

	Total dividend paid during the

nine-month period ended               30 September 2019
	
	1,000,000
	0.50

	
	
	
	

	From its operating results for the year ended 31 December 2019
	The Annual General Meeting of the Bank’s shareholders held on 23 March 2020
	500,000 (2)
	0.25 (2)

	Total dividend paid during the

nine-month period ended               30 September 2020
	
	500,000
	0.25


(1)
 Net of interim dividend payment during the year 2018
(2)
 Net of interim dividend payment during the year 2019
21. Other components of shareholders’ equity
As at 30 September 2020 and 31 December 2019, revaluation surplus (deficit) on investments measured at fair value through other comprehensive income/revaluation surplus (deficit) on available-for-sale investments consisted of:
	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	Revaluation surplus on the reclassified investments 
	
	

	Debt securities
	818,431
	61,939

	Total
	818,431
	61,939

	Revaluation deficit on the reclassified investments 
	
	

	Debt securities
	-
	(110,079)

	Total
	-
	(110,079)

	Revaluation surplus on investments
	
	

	Debt securities
	401,340
	-

	Total
	401,340
	-

	Revaluation deficit on investments
	
	

	Debt securities
	(137,029)
	(6,344)

	Equity securities
	(1,863,394)
	-

	Total
	(2,000,423)
	(6,344)

	Revaluation deficit on investment measured at fair value through other comprehensive income
	(780,652)
	-

	Revaluation deficit on available-for-sale investments
	-
	(54,484)

	Add: Income tax
	156,130
	10,897

	Revaluation deficit on investment measured at fair value through other comprehensive income - net of income tax
	(624,522)
	-

	Revaluation deficit on available-for-sale investments           - net of income tax
	-
	(43,587)


22. Capital fund and liquid assets
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 2020 and 31 December 2019, capital fund of the Bank calculated under Basel III consisted of the following:
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	
	

	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
	819,300
	819,300

	
Retained earnings after appropriation
	4,473,125
	3,890,338

	Revaluation deficit on investments measured at fair value through other comprehensive income
	(1,039,008)
	-

	Revaluation deficit on available-for-sale investments 
	-
	(93,112)

	Deduction items on Common Equity Tier 1 capital fund
	(776,037)
	(637,122)

	Total Common Equity Tier 1 capital fund
	34,076,295
	34,578,319

	Total Tier 1 capital fund
	34,076,295
	34,578,319

	Tier 2 capital fund
	
	

	Subordinated debentures
	3,173,000
	3,950,200

	
General provision
	2,179,544
	1,892,556

	Total Tier 2 capital fund
	5,352,544
	5,842,756

	Total capital fund
	39,428,839
	40,421,075


 (Unit: Percentage)

	
	30 September 2020
	31 December 2019

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

	
	
	
	(Revised)
	

	The ratio of Common Equity Tier 1                       capital fund to risk assets
	17.685
	7.000
	16.481
	7.000

	The ratio of Tier 1 capital fund to risk assets
	17.685
	8.500
	16.481
	8.500

	The ratio of total capital fund to risk assets
	20.463
	11.000
	19.265
	11.000


The Bank disclosed capital adequacy and capital risk exposure information as of                 31 December 2019 through the Bank’s website at www.lhbank.co.th on 30 April 2020 and disclosed capital adequacy and capital risk exposure information as of 30 June 2020 on   30 October 2020.
23. Interest income
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Interbank and money market items 
	115,507
	172,906
	375,058
	489,700

	Investments in debt securities
	272,581
	385,012
	960,669
	1,142,616

	Loans to customers
	1,516,389
	1,636,980
	4,706,346
	4,987,245

	Hire purchase
	1,332
	2,779
	4,923
	10,026

	Others
	35
	-
	115
	-

	Total interest income
	1,905,844
	2,197,677
	6,047,111
	6,629,587


24. Interest expenses
	
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Deposits
	511,641
	639,978
	1,660,378
	1,890,491

	Interbank and money market items
	18,731
	18,055
	77,645
	69,119

	Contributions to the Deposit Protection Agency and the Bank of Thailand
	115,639
	219,896
	335,751
	668,153

	Debts issued
	
	
	
	

	·  Subordinated debentures
	51,839
	51,830
	154,391
	153,806

	· Unsubordinated and unsecured         

debentures                             
	10,452
	28,555
	44,669
	71,194

	Borrowings
	3,509
	74,926
	46,066
	210,694

	Others
	3,352
	75
	9,512
	75

	Total interest expenses
	715,163
	1,033,315
	2,328,412
	3,063,532


25. Fees and service income 
	
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Fees and service income
	
	
	
	

	Acceptances, avals and guarantees
	9,497
	13,413
	30,786
	42,168

	Commission income
	57,058
	64,407
	128,419
	166,603

	Others
	27,963
	29,332
	84,579
	93,300

	Total fees and service income
	94,518
	107,152
	243,784
	302,071

	Fees and service expenses
	
	
	
	

	Fees and charges
	14,107
	15,871
	43,740
	51,854

	Others
	2,680
	3,412
	8,081
	9,458

	Total fees and service expenses
	16,787
	19,283
	51,821
	61,312

	Net fees and service income
	77,731
	87,869
	191,963
	240,759


26. Gains on investments

	
	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	Gains (losses) on derecognition:
	
	
	
	

	Investment in debt instruments measured                              at amortised cost
	10,456
	-
	418,567
	-

	Investment in debt instruments measured   at fair value through other     comprehensive income
	373,726
	-
	373,726
	-

	Available-for-sale investments
	-
	221,753
	-
	501,590

	Total gains on investments
	384,182
	221,753
	792,293
	501,590


27. Expected credit losses

Expected credit losses and modification gains or losses of financial assets for the three-month and nine-month periods ended 30 September 2020 and 2019 were as follows:
	(Unit: Thousand Baht) 

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

	
	2020
	2019
	2020
	2019

	Expected credit losses (reversal)
	
	
	
	

	Interbank and money market items
	(6,509)
	-
	(404)
	-

	Investment in debt instruments measured at amortised cost
	(4,842)
	-
	(6,060)
	-

	Investment in debt instruments measured at fair value through other comprehensive income
	455,963
	-
	455,962
	-

	Loans to customers and accrued          interest receivables
	
	
	
	

	-  Expected credit losses
	254,589
	-
	1,023,131
	-

	-  Modification losses
	6,140
	-
	166,275
	-

	Other assets
	2,770
	-
	4,145
	-

	Undrawn credit limit and financial guarantee contracts
	1,017
	-
	(16,948)
	-

	Total expected credit losses
	709,128
	-
	1,626,101
	-


28. Bad debts, doubtful accounts and impairment losses
	(Unit: Thousand Baht) 

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

	
	2020
	2019
	2020
	2019

	Bad debts and doubtful accounts (reversal)
	
	
	

	Loans to customers
	-
	542,809
	-
	1,092,967

	Interbank and money market items
	-
	(56,371)
	-
	(30,341)

	Other assets
	-
	(36,438)
	-
	(42,626)

	Total bad debts, doubtful accounts and impairment losses
	-
	450,000
	-
	1,020,000


29. 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.
30. Commitments and contingent liabilities
30.1
Contingent liabilities
(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	
	Baht
	Foreign currency
	Total
	Baht
	Foreign currency
	Total

	
	
	
	
	
	
	

	Avals to bills
	-
	-
	-
	1,330
	-
	1,330

	Liabilities under unmatured import bills
	-
	168,537
	168,537
	-
	130,543
	130,543

	Letters of credit
	-
	94,032
	94,032
	-
	254,884
	254,884

	Other commitments
	
	
	
	
	
	

	- Undrawn bank overdrafts
	4,859,399
	-
	4,859,399
	4,838,061
	-
	4,838,061

	- Others guarantees
	4,382,636
	1,520
	4,384,156
	5,120,817
	-
	5,120,817

	- Others
	31,838,718
	-
	31,838,718
	36,041,126
	-
	36,041,126

	Total
	41,080,753
	264,089
	41,344,842
	46,001,334
	385,427
	46,386,761


30.2
Commitments under long-term lease agreements

(a)
The Bank has entered into various service agreements which the remaining terms of the agreements were between 1 - 3 years. As at 30 September 2020 and 31 December 2019, the Bank is obligated to pay further Baht 178 million and Baht 223 million, respectively.
(b)
The Bank has entered into various consultancy service agreements relating to software development and installation services. As at 30 September 2020 and 31 December 2019, the Bank is obligated to pay further Baht 22 million and Baht 14 million, respectively.
(c)
As at 30 September 2020 and 31 December 2019, the Bank has entered into a 5-year service and support agreement with the parent company, under which the service fees are calculated based on a core service fee and administrative costs as stipulated in  the agreement.
30.3
Litigation


As at 30 September 2020 and 31 December 2019, the Bank has been sued in many litigation cases being claimed for compensations totaling Baht 1,161 million and Baht 1,008 million, respectively. Final judgements have not yet been reached in respect of these cases. The management of the Bank has exercised judgement to assess the outcome of the cases and is confident that they will not incur any significant loss and therefore contingent liabilities on such litigation cases are not provided.

31. Related party transactions


The Bank had significant business transactions with its related parties, including transactions with directors, executives 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 and executives 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.
31.1
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 or were concluded on commercial terms and bases agreed upon between the Bank, and its related parties. 
(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	Interest income
	
	
	
	

	Parent company
	7,632
	11,972
	21,241
	61,306

	Subsidiaries of the Bank’s parent company
	16,882
	33,725
	61,030
	82,718

	Related companies
	27,142
	4,638
	79,446
	13,242

	Directors and executives
	53
	62
	167
	192

	Related persons
	265
	284
	877
	890

	
	51,974
	50,681
	162,761
	158,348

	Fees and service income
	
	
	
	

	Parent company
	3
	109
	109
	219

	Subsidiaries of the Bank’s parent company
	26,402
	32,274
	59,301
	68,815

	
	26,405
	32,383
	59,410
	69,034

	Dividend income
	
	
	
	

	Related companies 
	457
	6,581
	10,170
	19,068

	
	457
	6,581
	10,170
	19,068


	
	(Unit: Thousand Baht)

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

	
	2020
	2019
	2020
	2019

	Other operating income
	
	
	
	

	Subsidiaries of the Bank’s parent company
       company
	192
	279
	597
	830

	Directors and executives
	-
	18
	4
	1,395

	
	192
	297
	601
	2,225

	Dividend paid
	
	
	
	

	Parent company
	-
	-
	500,000
	1,000,000

	
	-
	-
	500,000
	1,000,000

	Interest expenses
	
	
	
	

	Parent company
	1,104
	1,116
	3,599
	3,623

	Subsidiaries of the Bank’s parent company
	1,417
	1,772
	4,259
	4,583

	The major shareholders of the Bank’s parent company
	4,922
	15,906
	25,331
	40,475

	Related companies
	7,319
	21,254
	37,433
	76,886

	Directors and executives
	475
	465
	1,471
	1,566

	Related persons
	4,182
	4,184
	13,555
	10,188

	
	19,419
	44,697
	85,648
	137,321

	Other operating expenses
	
	
	
	

	Parent company
	64,774
	50,311
	193,084
	95,347

	The major shareholders of the Bank’s parent company
	8,889
	6,940
	24,129
	20,697

	Related companies
	28,019
	28,309
	78,501
	84,877

	
	101,682
	85,560
	295,714
	200,921


31.2 
The outstanding balances


As at 30 September 2020 and 31 December 2019, the outstanding balances of significant transactions between the Bank and its related parties can be summarised as follows:
	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	Interbank and money market items (assets)
	
	

	Subsidiary of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	3,319,673
	5,240,000

	
	3,319,673
	5,240,000

	Investments - cost 
	
	

	Related companies/persons
	
	

	Related companies
	357,706
	428,965

	
	357,706
	428,965


	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	Loans to customers
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	1,425,000
	360,002

	Related companies/persons
	
	

	
Related companies
	3,511,395
	3,520,000

	
Directors and executives
	9,366
	10,763

	
Related persons
	20,837
	15,541

	
	4,966,598
	3,906,306

	Accrued interest receivables on loans to customers
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	74
	26

	Related companies/persons
	
	

	 
Related companies
	2,272
	9,490

	
Directors and executives 
	3
	3

	
Related persons
	81
	7

	
	2,430
	9,526

	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
	37
	5

	Land and Houses Fund Management Company Limited
	9,937
	5,636

	The major shareholder of the Bank’s parent company
	
	

	
Quality Houses Public Company Limited
	6,793
	6,121

	Related companies/persons
	
	

	
Related companies
	30,586
	33,533

	
	47,653
	45,595

	Deposits
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	3,790
	28,977

	Subsidiary of the Bank’s parent company
	
	

	Land and Houses Advisory Company Limited
	4,427
	4,650

	The major shareholders of the Bank’s parent company
	
	

	
Land and Houses Public Company Limited
	701,801
	2,013,552

	
Quality Houses Public Company Limited
	1,635,516
	830,839

	
Ms. Piengjai Harnpanich
	16,464
	13,243

	Related companies/persons
	
	

	   Related companies
	7,203,475
	6,169,828

	   Directors and executives
	114,224
	87,328

	   Related persons
	3,219,150
	1,445,093

	
	12,898,847
	10,593,510


	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	Interbank and money market items (liabilities)
	
	

	Subsidiaries of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	2,025
	17,578

	Land and Houses Fund Management Company Limited
	104,148
	19,076

	The major shareholder of the Bank’s parent company
	
	

	CTBC Bank Company Limited
	624,247
	589,886

	
	730,420
	626,540

	Debts issued and borrowings
	
	

	Parent company
	
	

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

	Related companies/persons
	
	

	Directors and executives
	20,000
	20,000

	Related persons
	18,400
	41,200

	
	122,500
	145,300

	Accrued interest payables
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	501
	484

	Subsidiaries of the Bank’s parent company
	
	

	Land and Houses Securities Public Company Limited
	1
	-

	Land and Houses Fund Management Company Limited
	33
	-

	Land and Houses Advisory Company Limited
	2
	-

	The major shareholders of the Bank’s parent company
	
	

	CTBC Bank Company Limited
	542 
	1,486

	Land and Houses Public Company Limited
	195
	308

	Quality Houses Public Company Limited
	225
	-

	Ms. Piengjai Harnpanich
	25
	43

	Related companies/persons
	
	

	
Related companies
	3,485
	8,012

	
Directors and executives
	305
	157

	
Related persons
	5,350
	1,463

	
	10,664
	11,953

	Lease liabilities
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	121
	-

	The major shareholder of the Bank’s parent company
	
	

	
Quality Houses Public Company Limited
	65,925
	-

	Related companies/persons
	
	

	
Related companies
	279,126
	-

	
	345,172
	-


	
	(Unit: Thousand Baht)

	
	30 September 2020
	31 December 2019

	Other liabilities
	
	

	Parent company
	
	

	
LH Financial Group Public Company Limited
	20,045
	28,320

	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 
	587
	143

	Related companies/persons
	
	

	  
Related companies
	815
	1,073

	
Directors and executives
	2
	1

	    
	21,452
	29,540

	Contingent liabilities - bank guarantees
	
	

	Related companies/persons
	
	

	Related company
	21,186
	21,186

	
	21,186
	21,186


The significant outstanding balances during the nine-month periods ended 30 September 2020 and 2019 were presented at the average balance at the end of each month as follows:
(Unit: Thousand Baht)
	
	For the nine-month periods ended 30 September

	
	2020
	2019

	Parent company
	
	

	Loans to customers
	1,220,112
	3,102,004

	Deposits
	50,988
	193,184

	Debts issued and borrowings
	84,100
	84,100

	Subsidiaries of the Bank’s parent company
	
	

	Interbank and money market items (assets)
	3,325,000
	3,916,531

	Deposits
	4,515
	4,738

	Interbank and money market items (liabilities)
	188,227
	81,486

	The major shareholders of the Bank’s parent company
	
	

	Deposits
	2,099,993
	4,169,331

	Interbank and money market items (liabilities)
	2,026,105
	83,623

	Related companies/persons
	
	

	Loans to customers
	3,548,631
	504,476

	Deposits
	10,395,874
	10,785,203

	Debts issued and borrowings
	53,600
	61,644


31.3
Directors’ and executives’ compensation 

During the three-month and nine-month periods ended 30 September 2020 and 2019, 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

	
	2020
	2019
	2020
	2019

	
	
	
	
	

	Short-term employee benefits
	28
	19
	84
	87

	Post-employment benefits
	2
	2
	7
	10

	Total
	30
	21
	91
	97


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.
32. 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 in consistent with external customers.
Operating segment information of the Bank was as follows:
(Unit: Thousand Baht)
	
	For the three-month period ended 30 September 2020

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Interest income from external customers
	270,598
	1,362,520
	272,726
	1,905,844

	
	
	
	
	

	Total operating income - net
	
	
	
	1,763,206

	Other operating expenses
	
	
	
	(603,987)

	Expected credit losses
	
	
	
	(709,128)

	Income tax
	
	
	
	(94,654)

	Profit for the period
	
	
	
	355,437


(Unit: Thousand Baht)
	
	For the three-month period ended 30 September 2019

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Interest income from external customers
	243,431
	1,568,843
	385,403
	2,197,677

	
	
	
	
	

	Total operating income - net
	
	
	
	1,626,397

	Other operating expenses
	
	
	
	(638,631)

	Bad debts, doubtful accounts and                 impairment losses
	
	
	
	(450,000)

	Income tax
	
	
	
	(95,990)

	Profit for the period
	
	
	
	441,776


(Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2020

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Interest income from external customers
	828,899
	4,257,074
	961,138
	6,047,111

	
	
	
	
	

	Total operating income - net
	
	
	
	5,132,341

	Other operating expenses
	
	
	
	(1,809,967)

	Expected credit losses
	
	
	
	(1,626,101)

	Income tax
	
	
	
	(330,434)

	Profit for the period
	
	
	
	1,365,839


(Unit: Thousand Baht)
	
	For the nine-month period ended 30 September 2019

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Interest income from external customers
	755,681
	4,729,531
	1,144,375
	6,629,587

	
	
	
	
	

	Total operating income - net
	
	
	
	4,813,564

	Other operating expenses
	
	
	
	(1,921,105)

	Bad debts, doubtful accounts and impairment loss
	
	
	
	(1,020,000)

	Income tax
	
	
	
	(329,781)

	Profit for the period
	
	
	
	1,542,678


(Unit: Thousand Baht)

	
	As at 30 September 2020

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Loans to customers/interbank and money                   market items
	22,922,545
	169,382,209
	-
	192,304,754

	Total assets
	
	
	
	238,906,560

	Total liabilities
	
	
	
	202,359,103


(Unit: Thousand Baht)

	
	As at 31 December 2019

	
	Lending
	
	

	
	Housing                and retail
	Commercial            loans
	Other 

segments
	Total 

	
	
	
	
	

	Loans to customers/interbank and money                      market items
	21,823,613
	157,074,753
	-
	178,898,366

	Total assets
	
	
	
	230,548,310

	Total liabilities
	
	
	
	194,268,723


The Bank operates in Thailand only. As a result, all of the revenues, profits and assets as reflected in these interim financial statements pertain to the aforementioned geographical reportable. Moreover, during the nine-month periods ended 30 September 2020 and 2019, the Bank had no major customer with revenue of 10 percent or more of total revenues.
33. 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 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 2020 and 31 December 2019, the Bank had financial assets and liabilities that were measured at fair value using different levels of inputs as follows:
	
	(Unit: Thousand Baht)

	
	30 September 2020

	
	Carrying
	Fair value

	
	value
	Level 1
	Level 2
	Level 3
	Total

	Financial assets
	
	
	
	
	

	Derivative assets
	271,598
	-
	271,598
	-
	271,598

	Investment in debt instruments measured at fair value through other comprehensive income
	37,630,512
	-
	37,630,512
	-
	37,630,512

	Investment in equity instruments designated at fair value through other comprehensive income
	8,159,122
	7,355,511
	796,708
	6,903
	8,159,122

	Financial liabilities
	
	
	
	
	

	Derivative liabilities
	99,515
	-
	99,515
	-
	99,515


	
	(Unit: Thousand Baht)

	
	31 December 2019

	
	Carrying
	Fair value

	
	value
	Level 1
	Level 2
	Level 3
	Total

	Financial assets
	
	
	
	
	

	Derivative assets
	56,864
	-
	56,864
	-
	56,864

	Trading investments
	8,509,514
	8,509,514
	-
	-
	8,509,514

	Available-for-sale investments
	1,055,563
	-
	1,055,563
	-
	1,055,563

	Financial liabilities
	
	
	
	
	

	Derivative liabilities
	35,634
	-
	35,634
	-
	35,634


During the current period, there was no transfer within the fair value hierarchy.
The Bank estimates the level 2 and level 3 fair values for financial instruments as follows:

(a) The fair values of investments in debt securities are determined based on the yield rates quoted by the Thai Bond Market Association.
(b) The fair values of investment units, which are non-listed securities, are determined using the net asset value per unit announced by fund managers.
(c) The fair values of non-marketable equity securities are determined based on generally accepted pricing models.

(d) The fair value of derivatives is based on quoted market prices. When there is no observable market price, the fair value is measured using a valuation technique that uses observable inputs such as interest rates and foreign exchange rates, obtained from reliable sources and adjusted to reflect counterparty’s credit risk.
34. Approval of interim financial information
This interim financial information was authorised for issue by the Bank’s Board of Directors on 13 November 2020.
