 (Unaudited but reviewed)

Lease IT Public Company Limited
Notes to interim financial statements
For the three-month and six-month periods ended 30 June 2016
1.
General information
1.1
Corporate information


Lease IT Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. Its major shareholder is SVOA Public Company Limited, which was incorporated in Thailand. The Company is principally engaged in providing financial services in form of hire-purchase, leasing, factoring services and loans. The registered office of the Company is at 900/17, 21st Floor, IT Professional Tower, Rama III Road, Bangpongpang, Yannawa, Bangkok 10120.

1.2
Basis for the preparation of interim financial statements

These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 (revised 2015) “Interim Financial Reporting”, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.

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

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

1.3
New financial reporting standards
During the period, the Company has adopted the revised and new financial reporting standards and accounting treatment guidance issued by the Federation of Accounting Professions which became effective for fiscal year beginning on or after 1 January 2016. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards, with most of the changes directed towards revision of wording and terminology, and provision of interpretations and accounting guidance to users of standards. The adoption of these financial reporting standards does not have any impact on the Company’s financial statements
1.4

Significant accounting policies



The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2015.

2.
Related party transactions


During the periods, the Company had significant business transactions with its related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and those related parties. The pricing policies for these related party transactions are summarised as follows:
1.
Purchase of goods, service expenses and other services are charged at the agreed prices.

2.
Fixed assets are sold and purchased at market price.
During the periods, significant transactions between the Company and related parties were summarised below.
(Unit: Thousand Baht)

	
	For the three-month periods           ended 30 June
	For the six-month periods           ended 30 June

	
	2016
	2015
	2016
	2015

	Transactions with a major shareholder 

    (SVOA Public Company Limited)
	
	
	
	

	Other service charge expenses
	171
	113
	275
	259

	Purchases of assets
	-
	30
	-
	30

	Dividend paid
	14,364
	11,280
	14,364
	11,280

	Transactions with related companies
	
	
	
	

	Other service charge expenses
	551
	550
	1,128
	1,246


The balances of the accounts as at 30 June 2016 and 31 December 2015 between the Company and those related parties are as follows:
(Unit: Thousand Baht) 

	
	30 June      2016
	31 December 2015

	Trade and other payables - related parties
	
	

	Major shareholder
	64
	78

	Related companies (related by common shareholders                  and/or common directors)
	149
	578

	Total trade and other payables - related parties
	213
	656


Directors and management’s remuneration
During the three-month and six-month periods ended 30 June 2016 and 2015, the Company had employee benefit expenses payable to their directors and management as follows:
	
	(Unit: Thousand Baht)

	
	For the three-month periods           ended 30 June
	For the six-month periods           ended 30 June


	
	2016
	2015
	2016
	2015

	Short-term employee benefits
	5,136
	5,630
	10,095
	9,939

	Post-employment benefits
	119
	79
	237
	157

	Total
	5,255
	5,709
	10,332
	10,096


3.
Trade and other receivables

	



	(Unit: Thousand Baht)

	
	30 June             2016
	31 December 2015

	Trade receivables - unrelated parties
	
	

	Aging counted from due date
	
	

	
Not yet due
	17,658
	16,305

	
Overdue
	
	

	
Up to 1 month
	-
	541

	
1 - 3 months
	1,336
	-

	
Over 12 months
	620
	2,071

	Total
	19,614
	18,917

	Less: Allowance for doubtful debts
	(809)
	(2,076)

	Total trade receivables - unrelated parties - net
	18,805
	16,841

	Other receivables 
	
	

	Other receivables - unrelated parties
	8,161
	7,252

	Total other receivables - unrelated parties
	8,161
	7,252

	Trade and other receivables - net
	26,966
	24,093


4.
Loan receivables





(Unit: Thousand Baht)
	
	Current portion of                            loan receivables(1)
	Long-term portion of              loan receivables
	Total

	
	30                   June                 2016
	31 December 2015
	30                   June                 2016
	31 December 2015
	30                   June                 2016
	31 December 2015

	Loan receivables
	339,345
	202,357
	-
	-
	339,345
	202,357

	Less: Allowance for doubtful debts (2)
	(2,966)
	(242)
	-
	-
	(2,966)
	(242)

	Loan receivables - net
	336,379
	202,115
	-
	-
	336,379
	202,115


(1)
The current portion of loan receivables included receivables for which revenue recognition has ceased.
(2)
Total allowance for doubtful debts is presented net of current portion of loan receivables.

As at 30 June 2016 and 31 December 2015, the loan receivables classified by their aging counted from due date were as follows:
 (Unit: Thousand Baht)

	
	30 June              2016
	31 December 2015

	Aging counted from due date
	
	

	Not yet due
	331,808
	189,479

	Overdue
	
	

	Up to 1 month
	5,010
	12,368

	1 - 3 months
	2,417
	400

	Over 12 months
	110
	110

	Total loan receivables
	339,345
	202,357

	Less: Allowance for doubtful debts
	(2,966)
	(242)

	Loan receivables - net
	336,379
	202,115


As at 30 June 2016 and 31 December 2015, the rights on debt collection under loan agreements between loan receivables and their counterparties have been transferred to the Company as collateral against loans provided to receivables in full amount. 

5.
Factoring receivables 
(Unit: Thousand Baht)
	
	Current portion of                 factoring receivables (1)                                                    
	Long-term portion of            factoring receivables                          
	Total

	
	30                 June             2016
	31 December 2015
	30                 June            2016
	31 December 2015
	30                 June                    2016
	31 December 2015

	Factoring receivables
	601,166
	537,540
	-
	110
	601,166
	537,650

	Less: Allowance for doubtful debts (2)
	(22,089)
	(19,225)
	-
	-
	(22,089)
	(19,225)

	Factoring receivables - net
	579,077
	518,315
	-
	110
	579,077
	518,425


(1)
The current portion of factoring receivables included receivables for which revenue recognition has ceased.
(2)
Total allowance for doubtful debts is presented net of current portion of factoring receivables.

The Company has factoring policy by providing credit at approximate rates of 70 to 95 percent of invoice amounts. As at 30 June 2016 and 31 December 2015, the factoring receivables classified by their aging counted from due date were as follows:


 (Unit: Thousand Baht)

	
	30 June              2016
	31 December  2015

	Aging counted from due date
	
	

	Not yet due
	519,500
	424,238

	Overdue
	
	

	Up to 1 month
	34,910
	62,126

	 
1 - 3 months
	19,514
	21,144

	 
3 - 6 months
	7,884
	2,418

	
6 - 12 months
	9,083
	20,053

	Over 12 months
	10,275
	7,671

	Total 
	601,166
	537,650

	Less: Allowance for doubtful debts        
	(22,089)
	(19,225)

	Factoring receivables - net
	579,077
	518,425


6.
Financial lease receivables 
As at 30 June 2016 and 31 December 2015, financial lease receivables generally have        3 year terms and are payable in equal installments payment, with interest charged at fixed rates throughout the contracts. The balances of financial lease receivables classified by due date per the contract were as follows:

  (Unit: Thousand Baht)

	
	Current portion                                  of financial lease  receivables (1)
	Long-term                               portion of financial                     lease  receivables
	Total

	
	30                  June            2016
	31 December 2015
	30                  June                    2016
	31 December 2015
	30                  June                   2016
	31 December 2015

	Financial lease receivables 
	127,739
	133,031
	95,601
	61,760
	223,340
	194,791

	Less: Unearned financial income
	(15,873)
	(13,263)
	(8,687)
	(5,074)
	(24,560)
	(18,337)

	Total
	111,866
	119,768
	86,914
	56,686
	198,780
	176,454

	Less: Allowance for doubtful debts (2)
	(7,013)
	(6,784)
	-
	-
	(7,013)
	(6,784)

	Financial lease receivables - net
	104,853
	112,984
	86,914
	56,686
	191,767
	169,670


(1)
The current portion of financial lease receivables included receivables for which revenue recognition has ceased.
(2)
Total allowance for doubtful debts is presented net of current portion of financial lease receivables.
As at 30 June 2016 and 31 December 2015, financial lease receivables classified by their aging counted from due date (determined based on an individual contract basis, whereby if any installment is overdue, the whole contract balance is considered to be overdue) were as follows:

(Unit: Thousand Baht)

	
	30 June          2016
	31 December 2015

	Aging counted from due date
	
	

	Not yet due
	189,335
	154,563

	Overdue
	
	

	Up to 1 month
	981
	5,213

	1 - 3 months
	1,491
	9,454

	3 - 6 months
	-
	343

	6 - 12 months
	-
	813

	Over 12 months
	6,973
	6,068

	Total
	198,780
	176,454

	Less: Allowance for doubtful debts
	(7,013)
	(6,784)

	Financial lease receivables - net 
	191,767
	169,670



The Company has transferred its collection rights under finance lease agreements to a financial institution as collateral for short-term and long-term loans as discussed in Note 11 and Note 12 to the financial statements. As at 30 June 2016, the balances of financial lease receivables amounting to Baht 26 million and Baht 24 million were placed as collateral for such short-term loans and long-term loans, respectively (31 December 2015: Baht 41 million and Baht 20 million, respectively).

7.
Hire-purchase receivables

 As at 30 June 2016 and 31 December 2015, hire-purchase receivables generally have 2 year terms and are payable in equal installment payment, with interest charged at fixed rates throughout the contracts. The balances of hire- purchase receivable classified by due date per the contract were as follows:
(Unit: Thousand Baht)

	
	Current portion of                            hire-purchase receivables(1) 
	Long-term portion                       of hire-purchase receivables 
	Total

	
	30                June              2016
	31 December 2015
	30              June             2016
	31 December 2015
	30              June            2016
	31 December 2015

	Hire-purchase receivables 
	97,341
	83,007
	52,304
	48,853
	149,645
	131,860

	Less: Unearned financial income
	(9,482)
	(8,800)
	(3,618)
	(4,297)
	(13,100)
	(13,097)

	Total
	87,859
	74,207
	48,686
	44,556
	136,545
	118,763

	Less: Allowance for doubtful debts(2)
	(3,237)
	(1,667)
	-
	-
	(3,237)
	(1,667)

	Hire-purchase receivables - net
	84,622
	72,540
	48,686
	44,556
	133,308
	117,096


(1)
The current portion of hire-purchase receivables included receivables for which revenue recognition has ceased.
(2)
Total allowance for doubtful debts is presented net of current portion of hire-purchase receivables.
As at 30 June 2016 and 31 December 2015, hire-purchase receivables classified by their aging counted from due date (determined based on an individual contract basis, whereby if any installment is overdue, the whole contract balance is considered to be overdue) were as follows:

 (Unit: Thousand Baht)

	
	30 June         2016
	31 December 2015

	Aging counted from due date
	
	

	Not yet due
	129,467
	110,153

	Overdue
	
	

	Up to 1 month
	2,725
	4,239

	1 - 3 months 
	-
	899

	3 - 6 months 
	1,428
	430

	6 - 12 months
	-
	3,042

	Over 12 months
	2,925
	-

	Total 
	136,545
	118,763

	Less: Allowance for doubtful debts
	(3,237)
	(1,667)

	Hire-purchase receivables - net
	133,308
	117,096


8.
Restricted bank deposits


As at 30 June 2016, the Company had bank deposits subject to withdrawal restrictions of Baht 32 million. Restricted bank deposits comprised bank deposits of Baht 1 million of which rights has been transferred to the Company by debtors and withdrawal restrictions were imposed by the bank granting credit facilities to the Company, and bank deposits of Baht 31 million that were used to secure bank guarantee issued by banks on behalf of the Company’s customers (31 December 2015: Baht 43 million, Baht 11 million and Baht 32 million, respectively).
9.
Equipment  

Movement of equipment during the six-month period ended 30 June 2016 were summarised below.

	(Unit: Thousand Baht)

	Net book value as at 1 January 2016
	9,723

	Acquisition during the period - at cost
	358

	Disposal during the period - net book value 
	(44)

	Depreciation for the period
	(1,015)

	Net book value as at 30 June 2016
	9,022


10.
Deferred tax assets/Income tax expenses

10.1
Deferred tax assets

As at 30 June 2016 and 31 December 2015, the components of deferred tax assets and deferred tax liabilities were as follows:

	
	(Unit: Thousand Baht)

	
	30 June     2016    
	31 December 2015  

	Deferred tax assets
	
	

	Allowance for doubtful accounts
	7,323
	6,041

	Provision for long-term employee benefits
	825
	777

	Deferred initial fees income from financial lease and                                     hire-purchase contracts
	63
	72

	Difference of income recognised under financial lease contracts
	164
	200

	Total
	8,375
	7,090

	Deferred tax liabilities
	
	

	Deferred commission expenses
	(494)
	(589)

	Deferred expenses on debentures issuance
	(220)
	(193)

	Total
	(714)
	(782)

	Deferred tax assets - net
	7,661
	6,308


10.2
Income tax expenses

Income tax expenses for the three-month and six-month periods ended 30 June 2016 and 2015 were made up as follows:
	



	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June
	For the six-month periods                ended 30 June

	
	2016
	2015
	2016
	2015

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	7,277
	4,974
	13,397
	9,457

	Deferred tax:
	
	
	
	

	Relating to origination and reversal of temporary differences  
	(652)
	(461)
	(1,353)
	(667)

	Income tax expenses reported in the statements of comprehensive income
	6,625
	4,513
	12,044
	8,790


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

	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June
	For the six-month periods                   ended 30 June

	
	2016
	2015
	2016
	2015

	Accounting profit before tax
	31,726
	21,510
	57,188
	41,452

	Accounting profit before tax multiplied by income tax rate (20%)
	6,346
	4,302
	11,438
	8,290

	Effects of permanent differences
	279
	211
	606
	500

	Income tax expenses reported in the statements of comprehensive income
	6,625
	4,513
	12,044
	8,790


11.
Bank overdrafts and short-term loans from financial institutions
(Unit: Thousand Baht)

	
	Interest rate            
	30 June 2016
	31 December 2015

	
	(Percent per annum)
	
	

	Bank overdrafts
	MOR, MOR + 0.25, MOR - 2.5 
	3,593
	40

	Short-term loans 
	5.55, MOR, MLR ( 0.25 
	117,246
	63,144

	Bills of exchange
	4.10 - 4.90
	210,000
	250,000

	Total
	
	330,839
	313,184



As at 30 June 2016, short-term loans from a financial institution of Baht 22 million are secured by the transfer of collection rights under finance lease agreements, as described in Note 6.


Short-term loan agreements contain certain covenants as specified in the agreements that, among other things, require the Company to maintain certain debt to equity ratio at the rate prescribed in the agreements. 
12.
Long-term loans/Current portion of long-term loans 


As at 30 June 2016 and 31 December 2015, long-term loans from local banks are consist of:
	

	
	
	Outstanding loans (Thousand Baht)
	Significant conditions of the loan agreements

	No.
	Agreement date
	Credit facility
	Current portion
	Long-term portion
	Total
	Loan period
	Principal repayment
	Interest payment
	Interest rate

	
	
	(Million Baht)
	30            June   2016
	31 December 2015
	30            June   2016
	31 December 2015
	30            June   2016
	31 December 2015
	
	
	
	

	1.
	3 December 2013
	11.2
	-
	2,512
	-
	-
	-
	2,512
	2 years 7 months
	Monthly
	Monthly
	At the rate of MLR per annum

	2.
	3 December 2013
	6.5
	-
	1,460
	-
	-
	-
	1,460
	2 years 7 months
	Monthly
	Monthly
	At the rate of MLR per annum

	3.
	7 February 2014
	4.9
	-
	980
	-
	-
	-
	980
	2 years
	Semi-annually
	Monthly
	At the rate of MLR per annum

	4.
	1 April 2014
	7.3
	1,306
	2,860
	-
	-
	1,306
	2,860
	2 years 9 months
	Monthly
	Monthly
	At the rate of MLR per annum

	5.
	15 December 2014
	7.2
	1,380
	1,380
	540
	1,114
	1,920
	2,494
	2 years 11 months
	Monthly
	Monthly
	At the rate of MLR-0.75 per annum

	6.
	20 April 2016
	18.7
	6,600
	-
	12,100
	-
	18,700
	-
	2 years 10 months
	Monthly
	Monthly
	At the rate of MLR-0.75 per annum

	Total long-term loans 
	9,286
	9,192
	12,640
	1,114
	21,926
	10,306
	
	
	
	



Loan agreements with banks contain certain covenants as specified in the agreements that, among other things, require the Company to maintain certain debt to equity ratio, to maintain the shareholding percentage in the Company’s shares held by the parent company, including transfer the right of collection under finance lease agreements as described in Note 6.
Movements in the long-term loans account for the six-month period ended 30 June 2016 were summarised below.

(Unit: Thousand Baht)

	Balance as at 1 January 2016
	10,306

	Add: Loan increased during period
	18,700

	Less: Repayment during the period
	(7,080)

	Balance as at 30 June 2016
	21,926


13.
Debentures
  (Unit: Thousand Baht)
	No.
	Date of issuance
	Conditions
	30 June   2016
	31 December  2015

	
	
	
	
	

	1.
	29 April 2015
	Issued name registered, unsecured and unsubordinated debentures without a debentureholders’ representative, 3-year debentures at a coupon rate of 5.25% per annum with interest payable every quarter
	150,000
	150,000

	2.
	9 July 2015
	Issued name registered, unsecured and unsubordinated debentures without a debentureholders’ representative, 2-year debentures at a coupon rate of 5.30% per annum with interest payable every quarter
	200,000
	200,000

	3.
	1 June 2016
	Issued name registered, unsecured and unsubordinated debentures without a debentureholders’ representative, 3-year debentures at a coupon rate of 5.25% per annum with interest payable every quarter
	150,000
	-

	Total
	
	
	500,000
	350,000

	Less: Deferred issuing expenses
	(1,101)
	(966)

	Total
	
	
	498,899
	349,034


Such debentures contain certain covenants which the Company has to comply with such as financial ratios, dividend payment and disposal of assets, etc.

14.
Interest income
(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June
	For the six-month periods ended 30 June

	
	2016
	2015
	2016
	2015

	Interest income from
	
	
	
	

	Loan contracts
	13,420
	9,232
	21,442
	18,292

	Factoring contracts
	19,948
	10,917
	38,294
	20,603

	Finance lease contracts
	4,429
	5,546
	8,663
	11,544

	Hire-purchase contracts
	3,229
	1,764
	6,222
	3,179

	Total interest income
	41,026
	27,459
	74,621
	53,618


15.
Fees and service income 

 (Unit: Thousand Baht)

	
	For the three-month periods ended 30 June
	For the six-month periods ended 30 June

	
	2016
	2015
	2016
	2015

	Fees and service income from
	
	
	
	

	Loan contracts
	8,815
	6,873
	15,156
	12,557

	Factoring contracts 
	10,780
	5,083
	17,981
	9,643

	Finance lease contracts
	65
	67
	122
	142

	Hire-purchase contracts
	34
	38
	66
	65

	Letter of guarantees
	2,835
	1,808
	6,916
	3,715

	Letter of credit
	528
	-
	880
	-

	Others
	10
	2
	17
	7

	Total fees and service income
	23,067
	13,871
	41,138
	26,129


16.
Other income 
(Unit: Thousand Baht)

	
	For the three-month periods ended 30 June
	For the six-month periods ended 30 June

	
	2016
	2015
	2016
	2015

	
	
	
	
	

	Revenues from procurement of goods
	30,952
	30,342
	35,622
	54,496

	Cost of sales from procurement of goods
	(30,345)
	(29,062)
	(34,125)
	(52,421)

	Change in revenue and cost 
	607
	1,280
	1,497
	2,075

	Others
	3,519
	3,343
	7,342
	6,809

	Total other income 
	4,126
	4,623
	8,839
	8,884



The change in revenue and cost is service income from goods procurement and supply to its customers which is presented as net amount of sale and cost of sales, and is shown as other income in the statements of comprehensive income.

17.
Earnings per share 

Basic earnings per share is calculated by dividing profit for the period (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.   
18.
Dividend payment
	
	Approved by
	Dividend             per share
	Amounts of dividend paid
	Dividend payment period

	
	
	(Baht per share)
	(Thousand Baht)
	

	Dividend for 2014


	Annual General Meeting of the shareholders on

10 April 2015
	0.12


	24,000
	April 2015

	Dividend for 2015


	Annual General Meeting of the shareholders on

7 April 2016
	0.18


	35,999
	April 2016


19.

Segment information


The Company's principal operations involve a single operating segment in lending business in term of hire-purchase, financial leases, factoring from selling and service, and loans.                The Company operates in the single geographical area in Thailand. Segment performance is measured based on operation profit or loss, on a basis consistent with that used to measure operating profit or loss in the financial statements. As a result, all of the revenues and operating profits as presented in the comprehensive income statement and assets as reflected in these financial statements pertain to the aforementioned reportable operating segment and geographical area.       

20.

Commitments 

As at 30 June 2016 and 31 December 2015, the Company has commitments other than those disclosed in other notes as follows:

20.1
Operation lease commitments and service agreements 

The Company has entered into several lease agreements in respect of the lease of office building and other service agreements. The term of agreements are generally between                  1 and 3 years. 


Future minimum lease payments required under these non-cancellable operating lease contracts were as follows: 


 (Unit: Million Baht)

	
	30 June 2016
	31 December 2015

	Payable within:
	
	

	1 year
	2.8
	3.8

	Over 1 and up to 3 years
	3.9
	4.6


20.2
Guarantees

As at 30 June 2016, there were outstanding bank guarantees for bid bonds and letter of credit of approximately Baht 55 million and Baht 1.5 million, respectively (31 December 2015: Bank guarantees for bid bonds of Baht 37 million) issued by banks on behalf of the Company’s customers. 
20.3
Employee Joint Investment Program 
During 2015, the Company has an Employee Joint Investment Program (“the EJIP”), one of the Company’s staff welfare benefits, which offers staff of the Company who voluntarily join the EJIP a savings scheme under which for purchase shares of the Company. EJIP members pay monthly contributions in a certain amount and the Company pays contributions on behalf of EJIP members at the same amount at the rate of 5 percent of their basic salaries, but not over than Baht 100,000. The program is entitled for 3 years. During the period, the amount contributed by the Company to EJIP members was presented under the caption of personnel expenses.
21.
Approval of interim financial statements

These interim financial statements were authorised for issue by the Company’s Board of Directors on 9 August 2016.
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