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SYN MUN KONG INSURANCE
ANNUAL REPORT 2013



Message From The Chairman

Looking back to the year 2013, we see a continued growth of the Thai economy, albeit less than
expected at the beginning of the year. The Thai economy grew 2.9 percent in 2013 as the result of the
lower-than-expected growth from consumption and private investment sector, as well as the delay in
government spending. An uncertainty in United States of America’s monetary policy and a decelerating

growth of the Thai economy led to a 6.7 percent decline of Stock Exchange of Thailand Index (SET).

The Company continued to expand its business and succeeded in delivering strong performance.
In 2013, the Company earned the written premium of 8,942.32 million Baht, representing an increase of
10.78 percent compared with the previous year. The Company reported net earned premium of 8238.6
million Baht, representing an increase of 15.19 percent compared with the previous year. The Company
reported net profit of 869.97 million Baht, representing 38.74 percent increase over the previous year. Due
largely to business expansion and good investment return in 2013, which exhibited a 22.28 percent
growth year on year, the Company’s total assets reached 12277.76 million Baht. In addition, the
Company had strong capital base and was prompt to expand its business in the future. Capital

adequacy ratio (CAR) as of 30 September 2013 was 545.39 percent.

The Company retained its commitment in developing innovations in products and services in
order to meet customer demand and expectations. The “Branded Workshop” was launched and
successfully marketed with reasonable acceptable pricing and clear product benefits, which was
interestingly presented through television advertisement. Our company is expanding the customer base
and service across the country and is confident that our business will grow together with the Thai

economy upon the era of free trade across ASEAN country.

On behalf of the Board of Directors, | would like to take this opportunity to thank all our clients,
shareholders and strategic partners for their support as well as all our staff and management team who
have worked with dedication and determination that have led us to achieve outstanding performance in
2013. The Company will move forward into its 64" year with commitment and confidence, and pursue its

course of sustainable growth.

’

(Mr.Reungvit Dusdeesurapoj)

Chairman

Annual Report 2013 / Syn Mun Kong Insurance Plc.



General information

General information and
other important information

Syn Mun Kong Insurance Public Company Limited has been operated since 27 January 1951

with registered capital of THB 2 million. The Company provides a wild range of non-life insurance

services and was registered as a public company on 16 May 1994.

Head Office

Home Page
Company registration
Registered Share Capital

Issued and fully paid capital

313 Srinakarin Road, Huamark, Bangapi, Bangkok 10240
Tel. : 0-2378-7000 Fax. : 0-2377-3322 Call Center : 1596

www.smk.co.th
0107537001641
200 Million Baht , 20,000,000 common share, Baht 10 par value.

200 Million Baht , 20,000,000 common share, Baht 10 par value.

** The Company does not invest in any juristic person 10 percent or more.

Reference Person

Registrar

Thailand Securities Depository Co., Ltd.

62 The Stock Exchange of Thailand Building Ratchadapisek Road,
Klongtoey, Bangkok 10110

Tel. 0-2229-2800 Fax: 0-2359-1259

Auditor

Mrs. Nonglak Pumnoi , C.P.A. Registration No. 4172 or Miss Rachada
Yongsawadvanich, C.P.A. Registration No. 4951 or Miss Somjai
Khunapasut, C.P.A. Registration No. 4499

EY Office Limited

33rd Floor, Lake Rajada Ogffice Complex

193/136-137 Rajadapisek Road, Bangkok 10110

Tel. 0-2264-0777 Fax: 0-2264-0789 — 90

Legal Advisor

Thammaniti Legal Office Co., Ltd.

4th Floor, Nai Lert Building

2/4 Wireless Road, Lumpini, Pathumwan, Bangkok 10330
Tel. 0-2252-1260 Fax: 0-2252-1104

Other important information

No other information that may affect the decision of investors significantly.

** Investors can learn more on the issuing company’s annual statement (Form 56-1) shown in

www.sec.or.th or the company’s website : www.smk.co.th
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Financial Summary

Results of Insurance Operation
Total Premium Written
Net Premium Written
Claims and losses adjustment expenses
Profit from underwriting
Profit from investments
Financial Position
Total assets
Total liabilities
Total equity
Book Value (Baht)
Statement of Income
Net profit
Net profit per share (Baht)
Dividend per share (Baht)
Financial Ratios Highlight
Current ratio (times)
Premium receivables turnover (days)
Loss ratio (%)
Gross profit margin (%)
Underwriting expenses ratio (%)
Return on investment (%)
Net profit margin (%)
Return on equity (%)
Return on total assets (%)

Debt to equity ratio (times)

2013

8,942,321
8,715,427
4,997,092
577,022
523,970

12,277,763
9,017,562
3,260,201

163.01

869,970
43.50
14.75*

1.24
33.51
60.65

6.62
33.22

5.21

9.82
28.25

7.36

277

(UNIT: 1,000 BAHT)

2012

8,072,298
7,774,831
4,321,614
401,868
428,508

11,348,904
8,450,139
2,898,765

144.94

627,072
31.35
11.00

1.25
33.97
60.42

5.17
35.21

4.59

8.11
24.43

5.87

2.92

2011

6,927,634
6,658,884
3,685,697
495,755
307,302

10,013,894
7,778,960
2,234,934

111.75

455,753
22.79
9.00

1.20
36.63
58.49

7.45
35.19

3.77

6.78
21.45

4.77

3.48

* to be approved by the Y2014 AGM

Annual Report 2013 / Syn Mun Kong Insurance Plc.




Board Of Directors

Mr. Reungvit Dusdeesurapoj

» Chairman / Chairman of Investment Committee /
Chairman of Nominating, Remuneration and
Organization Structure Committee

» 11 July 1996

» 55 years old

> 12.85%

» Brother of

»» Mrs. Unchulee Khunwibul

»» Mr. Reungdej Dusdeesurapoj

»» Mrs. Suwimol Chayavoraprapa

»» Masters Degree (Economics) University of Oxford
Director Accredition Program Class 10/2004

» Role of the Chairman Program Class 18/2008
Executive Chairman & CEO, Seamico Securities Public
Co., Ltd.

» Executive Director, Raimon Land Public Co., Ltd.

» Deputy Secretary General to Prime Minister,
The Prime Minister’s office
Advisor to Deputy Prime Minister

» Member of Parliament
Executive Chairman, Thai Strategie Capital Ltd.,

Mr. Reungdej Dusdeesurapoj

» Director /CEO / Managing Director / Member of
Investment Committee / Member of Nominating,
Remuneration and Organization Structure
Committee / Secretary to Nominating,
Remuneration and Organization Structure Committee
16 May 1994
53 years old
12.77%

Brother of
»» Mrs. Unchulee Khunwibul
»» Mr. Reungvit Dusdeesurapoj

4
4
4
4

»» Mrs. Suwimol Chayavoraprapa

» Master's Degree (MBA) Sasin Graduate Institute of
Business Administration of Chulalongkorn University
Director Certification Program Class 38/2003
Director Accreditation Program Class 5/2003
Chairman, Road Victims Protection Company Limited
Director, T.II. Co., Ltd. (Thailand Insurance Institute)

v v Vv Vv Wv

Syn Mun Kong Insurance Public Company Limited

e Deputy Managing Director
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» Director, Road Victims Protection Company Limited
Director, Thai Insurers Datanet Company Limited
» Executive Director, The General Insurance Association

Mrs. Suwimol Chayavoraprapa
Director, Executive Director, Investment Committee
16 May 1994
50 years old
7.13%
Sister of
»» Mrs. Unchulee Khunwibul
»» Mr. Reungvit Dusdeesurapoj

v v Vv v Vv

»» Mr. Reungdej Dusdeesurapoj
» Master's Degree (MBA) University of Missouri, USA.
» Director Accreditation Program Class 2/2003

» Syn Mun Kong Insurance Public Company Limited
e Deputy Managing Director
and Chief Financial Officer
e Investment Departmment Manager

Mr. Christopher John Colahan

Director

18 June 2013
32 years old
0%

v v Vv v Vv

» Bachelor of Commerce and Bachelor of Laws
Bond University
} -

» CEO - Hong Kong Royal & Sun Alliance
» Country Manager - Singapore Royal & Sun Alliance
» Regional CEO Royal & Sun Alliance (Singapore)

Mr. Pradit Rodloytuk

» Director / Executive Director / Member of
Investment Committee / Chairman of Risk
Management Committee / Member of Nominating,
Remuneration, and Organization Structure Committee
16 May 1994

79 years old

1.94%

v v v v
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» Master's Degree (Accounting) Thammasat University
» Director Accreditation Program class 69/2008

Managing Partner, AST Master Company Limited
» Audit Committee, Bangkok Life Assurance Public
Company Limited

Mrs. Unchulee Khunwibul

Director

16 May 1994
56 years old
7.40%

Sister of

v v Vv Vv Vv

»» Mr. Reungvit Dusdeesurapoj

»» Mr. Reungdej Dusdeesurapoj

»» Mrs. Suwimol Chayavoraprapa
» Bachelor's Degree (Financial) Assumption University
> -

» Syn Mun Kong Insurance Public Company Limited
e Director, Executive Director and Deputy Managing Director

Mr. Anuchata Chaiprapha

» Independent Director / Chairman of Audit
Committee / Member of Risk Management
Committee / Member of Nominating, Remuneration,
and Organization Structure Committee

» 4 November 1999

» 81 years old

> 0%

> -

» Bachelor's Degree Chulalongkorn University

» Director Accreditation Program Class 14/2004
» Audit Committee Program 16/2007

» Director, Bangkok Dusit Medical Services Plc.
» Director, Bangkok Phrapradaeng Hospital

» Director, SM.T. Leasing Co., Ltd.

Mr. Wisait Panutat

Independent Director / Member of Audit Committee
16 May 1994

70 years old

0%

v v Vv Vv Vv

Annual Report 2013 / Syn Mun Kong Insurance Plc.



Mr. Suvichakorn Chinapha

Miss Thanomsri Synsukpermpoon

Master's Degree (Master of Management) Sasin
Graduate Institute of Business Adminnistration of
Chulalongkorn University

Director Accreditation Program Class 29/2004

AMD Thai Military Bank

Advisor to the Managing Director, Phayathai Asset
Management Co., Ltd.

Independent Director / Audit Committee,

Dragon One Plc.

Chairman, Siam General Factoring Plc.

v v Vv v

v v v v

Independent Director / Member of Audit Committee
/ Member of Risk Management Committee

17 September 1998

62 years old

0%

Ph.D (Education Administration) lllinois State
University, U.S.A

Directors Certification Program Class 31/2003
Audit Committee Program Class 10/2005
Deputy Rector, Saint John University, Bangkok
Deputy Rector, Phitsanulok University

v v v v Vv

Director, Company Secretary
26 April 2012

56 years old

0.012%

Master’'s Degree (Master of Management) Sasin
Graduate Institute of Business Administration of

Chulalongkorn  University
Directors Certification Program Class 100/2013

Syn Mun Kong Insurance Public Company Limited
e Senior Vice President & Manager (Investment)
e BOD Secretary
e Assistant Managing Director
Financial & Investment and Company Secretary

Remark : All directors have no criminal record in the past 10 years.
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Executive and Administrative Officers

Mr. Sutip Ratanarat

Assistant Managing Director Motor Claim

16 June 2008

57 years old

0.001%

Master's Degree of Public Administration (MPA)
Pathumthani University

v Vv Vv Vv Vv

» Syn Mun Kong Insurance Public Company Limited
e Senior Executive Vice President & Manager
Central and Eastern Regional Administration

Mr. Prayat Thitathummakul

Assistant Managing Director Regional Administration
16 June 2008

55 years old

0.002%

Master’'s Degree of Science Kasetsart University

v Vv Vv Vv v Vv

Syn Mun Kong Insurance Public Company Limited

e Executive Vice President & Manager (Southern Regional
Administration)

» Director , Road Victims Protection Co., Lid.

Miss Pannee Pitikultang

» Assistant Managing Director Service & System
Development and Data Information Center

16 June 2008

51 years old

0%

Master’s Degree (MBA) National Institute of

v v v v

Development Administration (NIDA)
» Syn Mun Kong Insurance Public Company Limited
o Executive Vice President & Manager (System

Development & Service, Data Information Center)

Mrs. Veena Niramarnsakul

Assistant Managing Director Accounting & Credit Management
16 June 2008

53 years old

0.016%

Master's Degree (MBA) Thammasat University

v Vv Vv Vv Vv V¥

Syn Mun Kong Insurance Public Company Limited
e Executive Vice President & Manager (Accounting & Credit

Management)

Remark : All executive officers have no criminal record in the past 10 years.
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Mr. Nusonti

Mr. Tara
Mr. Prapakorn

Mr. Vichira

Miss Orapin

Miss Waleerat

Mr. Amornsak

Mr. Chartchai

Miss Montarat
Mr. Prasit
Mr. Suchai

Mr. Somboon

Mr. Kongsak

Miss Saranya

Mrs. Arporn

Mr. Komkrit

Mr. Mongkon

Mr. Dumri

Mr. Wichian

Nilwong

Vanalabpattana
Pintadit

Loychaiyaphum

Anantarakitti

Kulviroj

Srimongkolchai

Wongtriratanachai

Navarat
Dusdeesurapoj
Dararattawee

Charoensri

Leelasornchai

Sondee

Phurikhuntinate

Tieamtanome

Boonchwong

Thuencheun

Prathaksakul

Senior Vice President & Senior Manager
Central Motor Claim

Senior Vice President & Manager Investment

Vice President & Manager Legal

Vice President & Manager Information Technology

Vice President & Manager Human Resource
Management

Vice President & Manager Collecting

Vice President & Manager Internal Audit

Vice President & Manager
North Eastern Regional Administration

Vice President & Manager Call Center

Vice President & Manager Financial Institutions

Vice President & Manager Accounting

Vice President & Manager Spare Parts

Vice President & Manager
Central Motor Claim (Assessment)

Vice President & Manager Administration

Vice President & Manager Finance

Vice President & Manager
Repair Shop Quality Control and Development

Assistant Vice President & Assistant Manager Central

and Eastern Regional Administration

Assistant Vice President & Assistant Manager
Northern Regional Administration

Assistant Vice President & Assistant Manager
Southern Regional Administration
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Policy and overall business operations

Syn Mun Kong Insurance Public Company Limited has been operated since 27 January 1951
with registered capital of THB 2 million , and 4 types of insurance at initial stage, i.e. motor
insurance, fire insurance, marine insurance and miscellaneous insurance. The Company has steadily
raised its capital in response to the business growth ; at momentarily, the Company’s registered
capital comes up to THB 200 million. The Company is the first specialized motor insurance
company listed on the Stock Exchange of Thailand (“SET”) in 1991. To meet the needs of the
Company’s rapid growth as well as to improve its service quality, more branches and service

centers have been opened, with 158 in operation countrywide at the end of 2013.
Visions, Objectives, Goals and Operation Strategies of the Company

The Company has defined its vision statement for all these past 14 years and makes a review
and adjustment every 5 year. For the 2011-2015 Vision Statement, it has been defined that the
Company will be the leader of non-life insurance business in concern of service and innovation
provided with high quality and potential personnel. The background of this said vision statement
was that the Company has recognized the importance on building its product and service
differentiation from competitors explicitly and continuously. Over those past several years, the
Company has succeeded in innovating and launching new products and service to the market in
order to attain that set vision statement; for example, regarding agency-repair car insurance, the
Company had figured out a way to reduce insurance premium for this type which is expensive and
obstructs the opportunity to get vehicle repaired at authorized agencies. Another example is about
the mileage-based insurance which has been one of its popular products since the day the
Company launched and has been still demanded among consumers because of its clear benefits
to customers. In other words, pay as you drive, drive less pay less; or By-Fit health insurance, the
more your health fits, the more discounts you will get. In addition, the Company is the leader in
using smart phone for the claim service. It has developed the SMK Speed App for its customers
to make easy claims without wasting time waiting accident forensic surveyors. In case of minor
accident without other party, the customer can make a claim via the SMK Speed App by taking
photos of damaged items and accident location and submitting data. The Company’s system will
connect data, issue the list of items to be repaired, and send it back to the customer within a

short time so that he/she can bring the car for repair work as immediate as possible.
Missions
The Company has set out 6 missions as follows:
1. Responsible to the risks arising from insurance underwriting with fairness

2. Have great responsibility to customers, shareholders, employees, business partners,

traders, and other interested parties

3. Create and maintain the stability of the organization to become reliable to the public

continually and sustainably
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4, Deliver good service to other people and continuously develop the products and services

5. Have great social consciousness and participate in helping and developing society

6. Involve in supporting and promoting non-life insurance business to become stable
Changes and Development

During those past 3 years, the Company had no significant changes in the structures of
shareholding, management, or business operation. Major business and operation development in

2013 are as follows :

1. The Company has expanded claim service together with marketing activities covering all
areas countrywide to deliver speedy and more effective services to its customers by opening new
46 branches and sub-branches, resulting in all branches of the Company having come up to 154

at the moment, providing services to all regions throughout the country.

(Remark In 2013, the Company has closed 4 following branches which are Future Park
Bangkae sub-branch, Future Mart Rama 3 sub-branch, The Square sub-branch, and River Plaza

Shopping Center sub-branch)

2. The Company has followed its policy to participate in community and social development.

In the year 2013, it had held and involved in several social activities as follows:

1) The campaign for the Company’s employees to donate blood at the Thai Red Cross
Society Mobile Blood Donation Unit which was always held every quarter. In 2013,
there were 225 employees participating in blood donation, making a total of 90,000 c.c.
of blood.

2) Joined the Project “Insurance companies deliver armors to the 3 southern border
provinces,” which was organized by the Office of Insurance Commission (OIC) to
raise funds to buy armors for soldiers, police, and volunteers working in the 3

southern border provinces, with a sum of 102,000 Baht

3) Joined the activity to donate money and stuffs in the “Come Together to Help Thai
Red Cross 2013” event which was held by the Office of Insurance Commission,

Pranakornsriayuddhaya

4) Joined with the Thai General Insurance Association to raise funds for flood victims in

the Project “Insurance Companies Help Flood Victims” with a sum of 100,000 Baht

5) Supported the Project “the 2nd Open Eyes to Thai Society” in cooperation with Big
Camera Company Limited to help support the operation of the Eye Surgery Unit
under the patronage of HRH Princess Maha Chakri Sirindhorn, the Relief and Public
Health Bureau. The purpose was to light the life of people with visual impairment in

the impoverished areas to give them the ability to see again, with a sum of 100,000 Baht.
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6) The Branch Office, in coordination with the Central and Eastern Regional Branch
Office, organized the activity under “The 1st Love Share Project 2013” to donate
musical instruments and learning equipment to Ban Nhong Kham School at No.9,

Tambol Pa Whai, Amphur Suan Phueng, Ratchaburi Province.

7) The Branch Office and the Central and Eastern Regional Branch Office held the
charity rally to help raise funds for “The 2nd Love Share Project 2013” to donate
money and learning equipment to Ban Klong Pho School, Tumbol Kasetsuwan,

Amphur Bo Thong, Chonburi Province, with a sum of 75,000 Baht.

8) The Branch Office and the Southern Regional Branch Office held the activity
“Cycling for Health” to help raise funds for the “Love Fence” Project of Ban Nhong
Bua School, Moo 3 Tumbol Wang Ang, Amphur Cha-aud, Nakornsrithammarat
Province, with a sum of 207,278 Baht.

The Structure of Shareholding of the Company
The Company has no subsidiary or joint venture company.
The Relationship with the Business Group of the Major Shareholders

The Company is neither an affiliated company nor a part of business group of major
shareholders. And the Company’s main business is not related to any business groups of major

shareholders.
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Business Features

At the present, the Company’s business operation is composed of :

- Non-life insurance : This is recognized as the main business of the Company which is
classified into 4 segments : Fire Insurance, Marine and Transportation Insurance, Motor

Insurance and Miscellaneous Insurance.

- Investment : The Company has the policy on the management of operating surplus from
Non-life Insurance segment into various kinds of investment including bank deposits,
promissory notes, bonds, debentures, and other investments in stocks and unit trusts.
However, the transactions must be complies with the Announcement on Other Investments

of Insurance Companies by the Office of Insurance Commission (OIC).
Income Structure

Executed % Share-

By holding

Underwriting income

Fire SMK - 109.96 9435 128 10077 150
Motor SMK - 7.660.58 665563 8677 5867.09 8749
Personal Accident SMK - 341.06 33577 438 33781 504
Miscellaneous SMK - 193.08 14979 195 8621 129
Marine SMK - 6.58 651 008 721 011
Total underwriting income 8,311.26 724205 9442 6,399.09 9542
Investment income

Net investment income SMK - 34055 30685 400 23012 343

Profit (Loss) from investments SMK - 183.42 12215 159 7927 118

Fair value losses on trading investments SMK - - (050)  (0.01) (2.09)  (0.03)
Total investment income 523.97 42850 558 307.30 458
Total underwriting and investment income 8,835.23 767055 10000 6,706.39 100.00

Product or service features

Non-life insurance is recognized as the main business of the Company which is classified into

4 segments :
- Motor Insurance

The Company provides insurance service for those risks arisen from vehicles such as traffic
collisions or rollover, or loss of the car, injury or loss of life of driver, passenger, and third parties,
damages to the property of third parties, bail bond, and civil litigation. The Company classifies the
types of insurance underwriting into: the Compulsory Motor Insurance under the Protection of
Victims Injured by Vehicles Act, B.E.2535, and the Voluntary Motor Insurance; which is an
agreement between buyer (insured) and seller (insurance company). Customers are able to choose
the coverage up to their demands and financial capabilities. There are several options to suit the

needs as follows:
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1. Agent-repair insurance is the 1st class insurance with a feature that the customer who buy

an insurance could get the insured car repaired at the dealer’s garages of that car brand.

2. Mileage-based insurance is the 1st class insurance which is suitable for drivers who drives

less than 70km per day or less than 25,550km per year.

3. 2+ insurance is the 2nd class insurance covering a case of collision (only with land vehicles),

loss and fire of the car.

4. Up-to-you insurance is the 5th class insurance covering a case of collision (only with land
vehicles), loss and fire of the car. The insured can choose the liability, whichever that suits,

for the body, loss and fire of the car.

5. 3 Plus insurance is the 3rd class insurance covering other party’s car and the insured’s

car, with the maximum liability of 150,000 Baht.
- Fire Insurance

Covers the damage of property of insured, both movable and immovable properties, tangible
and intangible assets, which was caused by fire as a main. The Company provides the insurance
service for all types of fire such as fire insurance for residence and disaster, fire insurance for

building, structure, furniture, stock, and machinery, for large and small businesses.
- Personal Accident Insurance

Provides the coverage for the insured in case that the insured has got an accident and bodily
injury, and if that injury causes the insured admitted to hospital or total disability, dismemberment,
or death, the insurance company will be responsible for the costs and expenses incurred from the
insured’s medical treatment or will compensate the insured or his/her beneficiaries in case that the
insured become dismembered, disabled, or death, by giving a coverage per accident 24 hours

worldwide.
- Miscellaneous Insurance

Covers other insurances which are not personal accident insurance; e.g. By-fit health
insurance, cancer insurance, liberty insurance, travel insurance, theft insurance, and all risks

insurance.
- Marine and Transportation Insurance

Cover both international and domestic transportation. The Company’s insurance coverage
ranges from transit by sea freight, air freight and land, which covers the risks of loss or damage to
goods in transit arising from unanticipated accidents, e.g. ship capsized or run aground, fire,

explosion, airplane crash, breakage, theft, etc.
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Marketing and Competition
Marketing Policy

The Company’s marketing policy will be focused on the qualitative growth and place
emphasis on risk selection under the careful risk management. Hence, insurance premium will be
determined to cover the expected risks to reasonably assure that the Company will be able to pay
for claims. Moreover, the Company concentrates on product variety to maximize the potentiality
and opportunity to approach target customers by the method of tailored insurance which is able
to respond to specific needs of each group of consumers; for example, agent-repair car insurance
for customers who need assurance on the quality of repairing and parts but experience higher
insurance premium in the market than acceptance. With an effective way of cost management of
the Company, this allows the Company to set price of premium at an acceptable level of most
customers and valuable for the purchase of agent-repair car insurance. This is an important reason
why the sales record of this mentioned product becomes successful in a very short time period.
Mileage-based car insurance “drive less pay less” is also one of the illustrations of its leading in

innovation, different thinking, and product designing, which responds to the market’s needs.

Furthermore, for non-motor insurance, the Company is the first company in Thailand
launching new style products which are completely different and interesting to the market such as
By-Fit health insurance penetrating to the group of exercise and health lovers. To say that, the sick
opportunity is low when you have good health; then, the forfeit will be lower than those lack of
health care. As a result, to be fair for health lover group, the Company will quote cheaper premium

rates than those who give less importance on their health.
Classification of Customers and Target Customers

Mostly, the customers are in middle to low level. The premium of customers in Bangkok area
contributes 40.8% while of regional customers contributes 59.2%, spreading across all regions. For

motor insurance, 71.4% is from personal vehicles whereas 28.6% is from commercial vehicles.
Sales Channels

Regarding the sales channels, the Company has the policy to penetrate the markets through
various channels in order to enhance its maximum customer approachability. Having several sales
channels would facilitate convenience to consumers so that they can choose the suitable channels
corresponding to their behavior. Some may require face-to-face conversation with the
representatives whereas some may prefer teleconversation or an online contact for example. For
this reason, the Company’s marketing channels have been specified to cover both traditional paths
including through agents/brokers or bancassurance, and modernized paths including through

department stores, telemarketing, and internet.
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Regarding multi-channels marketing, this method not only helps the Company approach
several groups of target customers but also reduces risks of income agglomeration from any
particular channel. Currently, the income portion of each sales channel is distributed optimally as
follows: 27.97% from financial institutions and showroom, 14.84% from agents in Bangkok, 31.49%
from regional agents, 12.47% from brokers, 13.2% from direct sales. The dependency ratio on
agents or large entities is also in satisfactory level. The premium from top 10 agents, compared to
the 2013 average of total annual premium, is at 31.51%. The dependency ratio on the highest rank

is at 6.40%.

The Company’s sales channels can be divided by types of products as
follows:

- Both voluntary and compulsory motor insurance are distributed via agents for 47.95%;
14.35% from Bangkok agents and 33.60% from regional agents, and distributed via financial

institutions and brokers for 38.29%, and the rest is from direct sales.

- Sales channels for fire insurance relies on agents and brokers as the main channel with

the proportion of 57.80%, 33.6% via financial institutions, and the rest via direct sales.

- Sales channels for personal accident and miscellaneous insurance relies on financial
institutions as a main with the proportion of 67.7%, 24.4% via agents and brokers, and the rest

via direct sales.
The Competition within the Industry

At present, there are as many as 64 insurance companies operating in Thailand while the
market share is rather agglomerated to a few companies. The top 10 insurance companies have
taken up 61.03% of market share, with the top ranking company taking up 16.74%. Syn Mun Kong
Public Company Limited occupies the 4th rank of market share, or equivalent to 4.37%.
Considering only the market share of motor insurance, the Company can occupy the 2nd rank of

the market, which is equivalent to 6.85%.

Insurance companies still rely on agents as their main channel of market expansion. There
are not many companies seriously expanding their markets through new sales channels. Though,
to increase the effectiveness of customer approachability, those companies tend to expand into
new sales channels more and more. Pricing strategy is still a popular process to scramble market
share. As in 2013 the government did not pursue the First Car Policy as they once did in 2012
when the record of car sales and leasing was increased so high than it was difficult to maintain
such growth rate in the year 2013. This is one of the reasons why the tension of car insurance
premium still went on in 2013. Moreover, the competition in property insurance became excessive
again as same as during the time before the mega flooding in 2011 which was expected to be a

result of no severe incident for 2 consecutive years.
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Industry Trend and its Competition in the Future

In long term, insurance industry still has a plenty of growth potentiality. As Thailand locates in
the heart of AEC countries which is considered to be an advantage in term of location and terrain,
we are to the liking of foreign investors for the investment in Thailand. Although the economy in
USA and Europe have some recovery signal, the economic growth rate in the future cannot be
compared with the economy of Asia and Southeast Asia at all. Furthermore, the insurance
penetration rate in Thailand is still at low level when comparing to the developed countries. Hence,

there are roomy opportunities in business expansion still.

In short term, especially in this 2014, political factor is recognized as the main factor affecting
Thai economic growth. The economists have reduced the estimation of 2014 GDP from 4% to 2-
3%. And if political conflict is protracted, the GDP may be dragged down to be lower than 2%.
The growth of insurance business, under the assumption of 2014 GDP, would be at 2-3%
increased from the year 2013. However, after 2014, Thai economy is expected to go better after
the politic becomes more peaceful together with the government launches some measures to
stimulate the economy appropriately such as governmental investment, particularly in the

investment of infrastructure building in the country.

Another challenge facing non-life insurance business is that of how to maintain competitive
advantage among the swift competition as well as regulations that are raised to higher standards.
There are many factors that insurance companies take into their consideration simultaneously
including the risks of natural disasters that may occur in the future, the liberalization of AEC in
2015. The Company not only must prepare and protect itself from the market scramble by foreign
insurance companies but also plans to further the business into other member countries of AEC. In
the meantime, the Company must concern about the sufficiency of risk based capital as required

by the Office of Insurance Commission.

Since the liberalization of AEC will enhance the free movement of capital and workers, and
more convenient transportation resulting the increase of international trade volume and per capita
income. This is a good opportunity for non-life insurance companies. To say that, the higher the
per capita income increases, the more insurance buying rises. Especially the insurance penetration
rate in Asian countries is still at low level, there is a roomy chance to grow. Consequently, the year
2014 will be the challenging year for insurance companies to accelerate their business plan

adjustment to be compatible with economic slowdown due to the political problem.
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Product or Service Provision
Source of Fund

Financing Policy

The sources of fund for the Company’s operations are as follows:
1. Capital Fund, consisting of:

1.1 Registered capital: the registered and paid-up capital including premium

on share capital.

1.2 Statutory reserve: Statutory reserve is set aside out of the net earnings

prior to dividend payment.
1.3 Net earnings after appropriation of the current accounting period.

2. Cash flow from operating activities: The major sources of income are sale of
insurance policies, and collection of insurance and reinsurance premiums from

the Insured, agents, and brokers.

3. Cash flow from investment activities: The remaining cash inflow from operating
activities after deduction of committed expenses will be invested in accordance
with the conditions specified by the Department of Insurance. The returns are in

the form of interest and dividend as well as gain (loss) on securities trading.

4. Borrowings from financial institutions: The Company has entered into an overdraft
agreement with commercial banks to provide emergency fund, e.g. payment for
major claims, etc. As of 31 December 2013, the Company did not have any

overdraft from financial institutions.

Loan Policy

The Company’s loan policy follows the conditions stipulated in the Ministry of

Commerce’s Announcement on Other Investments of Insurance Companies.

Presently, the Company has no policy to extend loans to third parties. Loans are
only extended to its staff as part of the welfare scheme. In case of a housing loan,

the staff will be required to mortgage the real property as a loan guarantee.

As for the asset valuation for the purpose of mortgage, the Company must abide
by the conditions stipulated by the Office of Insurance Commission. The Company adopts
the price set by the Department of Lands or other juristic persons approved by the
Registrar to be asset valuers or the price approved in writing by the Office of Insurance

Commission.
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° Loan Risk Management

In considering loan applications, the Company stringently observes the conditions
specified in the Ministry of Commerce’s Announcement on Other Investments of Insurance
Companies. Loan analysis is usually carried out in accordance with the generally accepted
professional practice. Repayment conditions are normally determined in consistence with
the borrower’s repayment capability including an appropriate rate of interest according to

the risks.

Liquidity Management Policy

The Company’s policy on liquidity management focuses on the efficient collection
of the premiums due. This is to ensure the liquidity for claim payment and operating
expenses. Cash inflow and outflow projection is carried out every week for efficient
financial management. Great attention is given to the outstanding claims, i.e. the main
short-term debts, which will affect the liquidity. The Company invests a portion of money
in short-term instruments, which can be immediately turned into cash when needed,
e.g. saving deposits at bank, i nvestment in promissory notes, etc. This will enable the

Company to be well prepared for payment of unforeseen short-term debts.

Environmental impact

Within those past 3 years, the Company has no any disputes or lawsuits in regards

of environmental issue.
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The Company has fully realized the importance of effective risk management under significant
changes which may affect the company’s business internally and externally. And, in compliance
with the good corporate governance policies, the Company has recognized the risk management
as an essential component of business operation. Since the Company is an insurance entrepreneur
that has directly involved with the risk of loss, it not only gives priority to insurance service
pursuant to the Prudent Insurance Practice, but also adopts the risk diversification across well-
established re-insurers with financial strength. Furthermore, the Company has strictly operated its

business under the rules and regulations of the Office of Insurance Commission as well.

As above mentioned, the business operation for the fiscal year 2013 has been consequently
focused on utmost carefulness and the improvement of internal efficiency in order to enhance its
business approachability. All this, the important risk factors that may have an effect over the

Company, as well as corrective and preventive measures, could be concluded as follows:
1. Strategic Risk

This type of risk is described as the risk arising from the formulation of policy, strategy, action
plan, and policy adoption which is not appropriate or in line with external factors and environment,

and has an impact on the Company’s targeted revenue as a result of rising competition.

The Company’s key factors of strategic risk consist of natural disasters, the growth of Thai
economy, the public’s confidence in Thai economy, competition severity of insurance business,
political uncertainty, changes of rules and regulations in corporate governance of the Supervisory
Authority, and the impact of the public dept crisis in European region. These said factors have
both direct and indirect influences on the Company’s business performance. In the future, a large
increase in insurance company merger and the formation of joint ventures between foreign and
local insurance companies in order to enhance the strength of capital base and expertise in
insurance business which helps strengthen the business competitiveness. Thus, insurance
companies give an importance on the development of staff, technology, service, and risk
management along with the improvement of insurance policies to meet with customers’ demands
or the expansion of sales channels enabling customers more buying options. During those past 10
years, the Company has gradually enriched its competition efficiency by the expansion of non-
motor segment, making differentiation, increasing brand value and product varieties, establishing
and developing call center system with one country-wide customer service phone number, and the
Speed Guarantee. This is the campaign to guarantee for speed of arriving on scenes and of
standardized vehicle repairing within a promised time. It is one of the example which the Company
has implemented in according to the strategy to create customers’ impression. All those times, the
Company could develop better service due to an adequate determination of pricing or insurance

premium so that the Company could utilize the profits for its continual efficiency development.
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2. Insurance Risk

This risk occurs from the fluctuation of loss frequency, severity, and correlation
deviating from the primary actuarial assumption which is used for the calculation of insurance

premium, claim reserving, and underwriting consideration.

The key factor of this type of risk is the changes of frequency and severity of loss which are
underwritten by the Company, including natural disasters which are the effect of environmental
problems. To prevent the risk in this business, the Company has therefore cautiously set forth
clear underwriting criteria. All relevant factors have been taken into consideration, e.g. the business
of the insured, vehicle type and use, accident statistics and compensations for each kind of
motors in comparison with existing data on the industry, etc. Such criteria greatly help lower the
risk and have been used a insurance underwriting guidelines. The Company has also improved

the claim management standard to be more concise, fair, and flexible.

Unexpected risks of severe accident are another risk factor that could not be ignored since
they may impact business stability of the Company. Accordingly, the Company needs to
distribute the risks in accordance with the insurance practices to enable it to assume probable
severe losses such as flood, windstorms, and all kinds of disasters. One way to achieve this is to
purchase reinsurance against Excess of Loss for voluntary motor insurance to limit the company’s
risk. In the year 2013, the Company realizes in the increase of public demands for motor insurance
which covers the loss from flood. We therefore have purchased higher excess of loss reinsurance
with the increase of the reinsurer’'s maximum excess amount from not over than 22.5 million baht
per 1 incident to not over than 192.50 million baht per 1 incident. All this is to manage the

Company’s risk by transferring more responsibility to the reinsurer.
3. Liquidity Risk

A liquidity risk arises from the Company’s inability to fulfill the Liability Obligation when
due. This may result from that assets cannot be converted to cash, or the Company is
not able to afford sufficient funds, or the costs of fund raising are over the Company’s
acceptance. To prevent the risk, the Company is therefore required to have a great amount of
capital fund sufficiently for underlying the business operation and any unexpected
occurrences. In addition, this fund will assure the insured of the Company’s financial status
to fulfill the obligations committed. The Company has also invested in high liquid assets,
together with the effective management to balance appropriate cash-in-hand level at all
times. This helps ensure that the Company’s liquidity risk is controllable. However, to maintain
excess sums of the fund may cause the Company to lose an opportunity in management of the
fund to its maximum benefits. According to the Registrar Commandments of the Risk-Based
Capital of insurance companies, dated 31 August 2011 has determined that the company must

have a capital adequacy ratio of not less than 140% in 2013. As of 30 September 2013, the
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company’s aforesaid ratio is 545.39% and the company still has the capital more than requirement

regulatory amounted to THB 3,582.86 million.
4. Operational Risk

An operational risk arises from the abuse of staff functions which leads to operational
errors or from insufficient internal control systems, working procedures, working systems, or IT
system. The outcome of such risks may be damages that could be either valued or not, for

instance, the damages against the image and good reputation of the Company.

To mitigate the aforesaid risk, the Internal Audit of the Company will be the auditor of all
operations including the information technology system. The Internal Audit will also give
recommendations on improvement of working system and process to ensure that only minimum
risk of operation will be allowed. In addition, all business units at all levels in the Company
have to consider this as a major obligation to implement, control, and evaluate their performance

in order that the risk of operation has been at controllable level.
5. Market Risk

A market risk is a result of the changes in market value of the invested assets, interest

rate, foreign exchange rate, equity price, and commaodity price.

Other than the underwriting incomes, another major earning of the non-life  insurance
business has been the investment income. Therefore, how to bring about the maximum benefit
through effective way of investment is crucial for the non-life insurance business. But, to achieve
this, it needs to count on proficiency and discretion as there is risk associated with investment. In
any case, all insurance companies’ investment that are under supervision of the Office of Insurance
Commission (“OIC”) and all the rules and regulations have to be complied as stated in the

Announcement on Other Investments of Insurance Companies of the Ministry of Commerce.

Besides, the Company has assigned the Investment Committee who clearly set investment
targets and policies. Major sums have been invested in secured low-risk securities with regular
return at reasonable rates. Also, investment proportions in each security category need prior
approval of the Investment Committee. The Company has engaged experienced investment
experts, i.e. BBL Asset Management Co.Ltd., Asset Plus Fund Management Co.Ltd., Kasikorn
Asset Management Co.Ltd. and Merchant Partners Securities Public Company Limited to manage

part of its securities portfolio. The investment policy is to invest in only good certified stocks as a basis.

With regard to investment in the securities as registered in the stock market, related risk
factors have been those of price fluctuation therein and of operating results of the registered
companies that issued those stocks. Nevertheless, investment of the Company has been the type
of long-term investment, which will focus on investment in those securities with quality
fundamental factors. As of December 31, 2013, the Company had total net unrealized loss on

revaluation of the investment of THB 74.63 million as shown in the equity.
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As for investment risk in debt instruments, actually it affected the Company so slightly
as major investment of the Company was emphasized on long-term or held-to-maturity
investment in liquid debt securities on the secondary market. In addition, the debt instruments
purchased would be sold only when they were due. Therefore, any changes in value of the debt
instruments due to the changes in market rates of return will have an effect on the balance sheet
of the shareholder’s equity only. Furthermore, the Company invested only in the debt instruments
issued by the companies with credit rating from A- upwards, while according to the regulations
as stipulated in the Ministry of Commerce’s Announcement on Other Investments Of Insurance
Companies, credit rating as required for the aforesaid debt instruments of insurance companies,
credit rating as required for the aforesaid debt instruments issuer shall note be less than BBB or
equivalent. Through the aforesaid management, the Company’s risk of default on debts was

regarded very low.

However, investment risk also depends on other external factors, e.g. monetary and
financial situations, political problem, as well as confidence of both local and foreign investors.
Although these risk factors are beyond of control, the Company has closed monitored and
analyzed the information on money and capital markets so that it will be capable to adjust its

investment portfolios in response to the changing circumstance early enough.
6. Credit Risk

A credit risk occurs when the insuring party becomes incompetent to fulfill the agreed

obligations and when the insuring party’s credit rating is lowered.

The Company’s important factors of credit risk are that re-insurers cannot pay the
Company for the compensation and that brokers fail to get along with the payment condition of
insurance premium as agreed with the Company. To minimize aforesaid risk, the Company has

therefore worked out specific control and preventive measures as follows:

- Formulation of rigorous criteria for sale-agents recruitment. Other than qualification of
sales potentials, other relevant aspects shall be taken into consideration, i.e. financial
status, business operation records, and ability to pay premiums. In addition,
agents are required to provide a guarantee in form of assets or person for the credit

line as determined by the Company.

- Establishment of a payment-pressing unit for premium due and uncollected with
appropriate ways and crediting period provision. Agents or brokers are not allowed
to have premiums due and uncollected exceeding the approved credit line. Accounting
system of the premiums due and uncollected needs regular audits. Operating results
of the unit shall be reported to the Company’s directors on monthly basis. In case
of default, the Company will earnestly cancel the policy in compliance with the rules

and regulations of the Office of Insurance Commission. The Company has set up
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measures to increase the premiums due and uncollected with overdue period in the
range of 60 days by improvement of efficiency in pressing for payments as well as by

asking for more cooperation from agents.
7. Risk of Dependence on Prime Customers

The Company has several sale channels and always widens its customer base so as
to reduce the risks that may arise from too much dependence on any one person, agent or
juristic person. At present, operation of the Company’s motor insurance business, which depends
on the prime agents or juristic persons, has been performed with satisfactory results. The
collective premiums written of the top ten agents accounted for 31.51% of the overall average
premiums written of 2013, decreased from 33.66% in 2012. The Company depended on the

premiums gained from the prime customers at merely 6.40%.
8. Risk of Ongoing Business Operations and Information System Security

The Company has maintained a large computerized customers database. Important data
and statistics are essential for the Company’s operations. In case of data loss or damage that
may be resulted from various incidents, e.g. fire, flood, earthquake, power interruption, computer
system failure, etc., there will be impacts on service provision to customers and parties concerned.
To protect against this risk, the Company has therefore set up a committee to formulate a recovery
plan for handling with these probable damages. A backup computer center was established at
Chonburi Branch Building, 90/353 - 356 Moo 3 Sai Samed-Angsila road, Tambol Samed, Amphur

Muang Chonburi, Chonburi to ensure that there will be no data damage in case of emergency.

The Company also provides a redundant power supply (UPS) to used in emergency
backup power systems, as well as a Generator in case of electricity from the power station
outage for a long time , installs a program to check fingerprint and keep record of officers,
products’ system engineers whom have been granted authority to check hardware and software in

order to prevent unauthorized persons to get access to the central unit.

Moreover, to prevent damages that may occur due to the leak of the customer database
to other sources, the Company has also set authorized access levels to ensure no data leak to
outsiders. Firewall and anti-virus software programs are installed; new technologies have regularly

been applied to keep up with the changing of technologies.
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Shareholders and Policy of dividend payment £ & 2 4

List of major shareholders

Top 10 shareholders ended on 29 March 2013 (the latest Company’s shareholders closing date).

Ended on 29 March 2013
List of major shareholders No. of shares
held

List of major shareholder groups who de facto have significant influence on the Company’s

management policy setting or operations :-

As of 29 March 2013 As of 31 December

Shareholder Group 2013 No. of directors
No. of shares held representing the group

# As of 31 December 2013, there is no shareholder holding at least 10% of the total shares in

the Royal & Sun Alliance Group.
Policy of dividend payment

The Company’s policy of dividend payout ratio remains not exceeding 60% of the net

profits to which has been adhered on a regular basis.
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Structure of Management

Structure of Management

The Board of Directors

Board of Directors comprises of 10 members

1. Mr. Reunguvit Dusdeesurapoj Chairman / Chairman of Investment Committee /
Chairman of Nominating, Remuneration and

Organization Structure Committee

2. Mr. Reungdej Dusdeesurapoj Director /CEO / Managing Director / Member of
Investment Committee / Member of Nominating,
Remuneration and Organization Structure
Committee / Secretary to Nominating,

Remuneration and Organization Structure Committee

3. Mrs. Suwimol Chayavoraprapa Director / Executive Director / Member of

Investment Committee

4. Mr. Christopher John Colahan Director (representing Royal & SunAlliance

Insurance Group)

5. Mr. Pradit Rodloytuck Director / Executive Director / Member of
Investment Committee / Chairman of Risk
Management Committee / Member of Nominating,

Remuneration, and Organization Structure Committee
6. Mrs. Unchulee  Khunwibul Director

7. Mr. Anuchata Chaiprapha Independent Director / Chairman of Audit
Committee / Member of Risk Management
Committee / Member of Nominating, Remuneration,

and Organization Structure Committee
8. Mr. Wisait Panutat Independent Director / Member of Audit Committee

9. Mr. Suvichakorn Chinapha Independent Director / Member of Audit Committee

/ Member of Risk Management Committee
10. Miss Thanomsri Synsukpermpoon Director / Company Secretary

Remarks :- 1. Mr. Christopher John Colahan has been appointed as a director by the resolution
of the Board of Directors’ meeting No. 2/2013 on 18 June 2013.

2. Details of the Board of Directors are in “Board of Directors”
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Scope of Duties and Authorities of the Company’s Board of Directors

1.

To set the Company’s main objectives, as well as vision and business strategies for both

medium and long terms

To formulate policies and directions for the Company’s operation and to supervise the

business management in accordance with the prescribed policies, and targets
To consider and approve the annual budgets and investment budgets for major business plans

To prescribe good corporate governance policies and guidelines, and to supervise the Company’s

operation in accordance with the said good corporate governance and transparency
To consider and approve the matters beyond the Executive Board and committees’ authority

To determine criteria for appointment of committees such as : - Executiove Board, Audit

Committee, Investment Committee, etc.

To evaluate the performance of the Managing Director and all committees appointed by the
Board

To determine the meeting allowance and remuneration of the Company’s directors for

shareholders’ approval in the Shareholders’ Meetings
Name and number of authorized directors are as detailed below :-

(9.1) Two of the following 6 directors :- Mr. Pradit Rodloytuk, Mrs. Unchulee Khunwibul,
Mr. Reungdej Dusdeesurapoj, Mrs. Suwimol Chayavoraprapa, Mr. Christopher John
Colahan, Mr. Reungvit Dusdeesurapoj and Miss Thanomsri Synsukpermpoon shall

jointly sign and seal as authorized persons to bind the company.

(9.2) For the following cases, either one of the directors, namely Mr. Pradit Rodloytuk,
Mrs. Unchulee Khunwibul, Mr. Reungdej Dusdeesurapoj, Mrs. Suwimol Chayavoraprapa,
Mr. Christopher John Colahan, Mr. Reungvit Dusdeesurapoj and Miss Thanomsri
Synsukpermpoon shall be required to sign and seal as authorized person to take all
actions on behalf of the company. Such cases are :- issuing insurance policies,
liberty insurance policies, and certificates of bail; filing lawsuits and proceeding all
processes of judgment in civil, criminal, and arbitration respects; reporting and
withdrawing the petitions; tendering performance of the obligation and tendering
performance of receipt, redemption and taking-over of the properties of the company
or any other money from inquiry officials, public prosecutors, judges, and / or juristic
persons or any person; proceeding the execution of judgment, i.e. seizure, attachment;
withdrawal of the seizure, withdrawal of the attachment; selling properties by auction
or canceling property selling by auction; entering into or withdrawing an agreement
to put up bails or securities; clarifying matter of fact, making arguments or appeals

against judgments, orders, or commentaries of officials of Department of Insurance
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or other officials as well as making payments of fines, penalties or any monies; and

renting, leasing, canceling or modifying the property rental right.

Summary of the Attendance in the Board of Directors’ meeting and Records of attendance

of each director

The Board of Director In 2013, the Board of Directors has held 8 normal meetings. Records

of attendance in the Board of Directors’ meetings of each member are summarized, as follows:

Records of

List Attendance in the REINEGRS
Meeting (times)

Mr. Reungvit Dusdeesurapoj
Mr. Reungdej Dusdeesurapoj
Mrs. Suwimol Chayavoraprapa
Mr. Christopher John Colahan

A @D~

. Mr. Pradit Rodloytuk

. Mrs. Unchulee  Khunwibul

. Mr. Wisait Panutat

5
6
7. Mr. Anuchata Chaiprapha
8
9. Mr. Suvichakorn Chinapha
1

0. Miss Thanomsri Synsukpermpoon
Executive Officers

As of 31 December 2013, the Company’s executive officer comprises 7 members as follows :

‘ List ‘ Position
1 | Mr. Sutip Ratanarat Assistant Managing Director — Motor Claim
2 | Mr. Prayat Thitathummakul | Assistant Managing Director — Regional Administration

3 | Miss Pannee Pitikultang Assistant Managing Director — Service & System Development

and Data Information Center

4 | Mrs. Veena  Niramarnsakul | Assistant Managing Director — Accounting & Credit Management
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Company Secretary

The Company’s Board of Directors has appointed Miss Thanomsri Synsukpermpoon as the

Secretary to the Company as per the resolution of the Board of Directors’ meeting no.1/2008 on

22 May 2008, to have the authorization to proceed any transactions on behalf of the Company or

the directors as described in the Securities and Exchange Act (No.4) B.E.2551 as follows:

1. Responsible for preparing and keeping following documents:

(A) The registration of the Company’s directors

(B) The invitation letter and minutes of the Board of Directors’ Meeting, and the

Company’s annual report

(C) The invitation letter and minutes of the Shareholders’ Meeting

2. Keep reports of conflicts of interest filed by directors and the management

3. Other transactions as regulated by the Capital Market Supervisory Board

All this, the description of the Company Secretary is in the page of the Board of Directors.

Management Remuneration

1) Remuneration in cash

(@) In 2013, director have received remuneration from the company, as follows :

Mr. Reungvit
Mrs. Suwimol
Mr. Pradit

Mr. Anuchata
Mr. Wisait

Mr. Suvichakorn
Miss Thanomsri
Mr. Paul John

Mrs. Unchulee

List Director’s Gratuities Meeting Allowances Total remuneration
Dusdeesurapoj
Chayavoraprapa
Rodloytuk
Chaiprapha
Panutat
Chinapha
Synsukpermpoon

Houston

Khunwibul

(b) In 2013, there are 7 executive directors company secretary and the executive officers

of the Company. who have received remuneration, totally 20,209,320.17 Baht; and
contribution to the Provident Fund amounted to 745,473.40 Baht.

2) Other remuneration — None -
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Personnel

As of 31 December 2013, the Company had 2,138 employees and classified in various

departments as follows :

No. of person

There have no significant changes to the company headcount or significant labor disputes in the

past 3 years.

Total employees’ remuneration is 562,852,852.42 Baht as follows :-

Remuneration Amount (Baht)

Annual Report 2013/ Syn Mun Kong Insurance Plc.



Employee Development Policy

The Company gives an importance on supervision of employees and has continually
continued the policy for the development of employees in association with the Company’s vision
statement on staff development to the highest quality and potentiality in order to drive and build
up strength to the organization sustainably, with the goal to be the leader of new services and

products.

Therefore, the employee development covers the buildup of employee with knowledge,
capabilities, good attitude towards work, working motivation to provide employees with good life
quality according to the principles of corporate governance, the opportunity in self development
and in potentiality maximizing, the creation of proactive working environment, skill practicing to
enhance their confidence and become enthusiastic about working changes and challenges due to
the intense business competition and in order to keep pace with changes all the time. The

development can be classified into 3 following sections:

1) Performance Improvement

The Company fosters its employees systematic, logical, and reasonable analysis thinking. The
Systematic Thinking developing course is normally in the form of workshop to analyze the process
of problem solving and decision making systematically. This is a way to help improving working
process to be more effective which can let to the opportunities of working decentralization and

proactive working in order to respond to customers’ needs rapidly and directly.

2) Key Person Development

The Company gives an importance to the development and preparation of personnel who is
considered to be a key person of each division by providing them the development of knowledge
and capabilities through both in-house and external trainings, the skill development for multi-
function working, having job rotation which the employees can handle with job interchange
effectively. All this, the Company emphasizes on the employees’ abilities to provide customers the

services qualitatively and continuously.

3) Potential Development

The Company has set out the preparation of personnel roadmap for all employees who will
be the important power of the Company in the future by adopting Growth Potential Development
Model starting from defining the criteria of essential qualifications such as decision making and
driving power etc. These criteria will specify the in-depth detail of required capability level for each
matter. All this, the Company aims to develop its employee to become highly effective staff and
management. In addition, the Company encourages its employees to express their various
potentialities by assigning them some special challenging projects. This can not only give them a
good chance but also build up confidence and pride to those project participants at the same

time.
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Corporate Governance

Corporate Governance’s policy

The Company has operated its business with responsibilities and fairness to other relevant
parties, has adhered to the ethics and transparency of business operations, and mainly protect for
the shareholders’ benefits as the Company believes that these are crucial factor to maintain its
reputations and faith of related people including customers, traders, as well as shareholders and
investors. The Company has always managed its business with transparent disclosure of data and
adherence to the system, principles, reasons and correctness, and has complied with the principle

of good corporate governance under the SET guidelines.

The Company has its policy to disclose adequate data to all related parties and has adhered
to the compliance with the laws and related regulations of the responsible units in order to be
comply with good corporate governance. The Company gives and importance to the role of the
Board of Directors as they are the representatives of the Company who define risk management
policies and corporate plan, risk appetite, risk profile, risk management, be responsible for the
approval of budgets, plan other goals aside from monitoring the objectives implementation to
maximize effectiveness of transparency, and those can be verified.

Those mentioned factors are important to the Company’s business operation which can let
the Company to its sustainable operation and helps raise its corporate governance to an excellent

practices in an international level.
Subcommittee

As of 31 December 2013, the structure of the Company management comprises of 5

subcommittees, as follows :

(a) Executive Board comprises of 3 members, as follows:

1. Mr. Reungdej  Dusdeesurapoj CEO and Managing Director
2. Mrs. Suwimol  Chayavoraprapa  Executive Director

3. Mr. Pradit Rodloytuk Executive Director

Scope of Duties and Authorities of the Executive Board

1. To set up the goals, strategies, and plans in line with the Company’s policies approved by
the Board

2. To conduct management activities in accordance with the Company’s objectives, policies,
targets, and plans approved by the Board

3. To approve the Company’s investments and business expansion in compliance with the
Board’s approved policies

4. To set proper organization chart in compliance with the Board’s policy

5. To set guidelines for personnel quality development

To set guidelines for IT system development
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Executive Board has convened 11 meetings. Records of attendance in the Executive

Board’s meetings of each member are summarized, as follows:

Records of Attendance in the Meeting (times) Remarks

Directors’ Approval Authority

Limits of Approval Authority

Deputy Managing Executive Board of Directors

Subjects for Approval *
Managing Director Directors

Director

Remark* Items other than those stated above have to be considered by Executive Directors save

for the operating budget which is subject to the Managing Director’s judgment.

(b) Audit Committee comprises of 3 members, as follows:

1. Mr. Anuchata Chaiprapha Chairman of Audit Committee
2. Mr. Wisait Panutat Member of Audit Committee
3. Mr. Suvichakorn  Chinapha Member of Audit Committee

Secretary to the Audit Committee :  Mr. Amornsak Srimongkolchai
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The Audit Committee will have the term in office of 2 years.

Mr. Anuchata Chaiprapha has adequate backgrounds knowledge and experience for the review of

the financial statements’ reliability.

Scope of Duties and Authorities of the Audit Committee

1.
2.

To review the financial reports of the Company for correctness and adequacy

To review the internal control system and the internal audit of the Company for suitability
and effectiveness

To review the Company’s compliance with the law governing stocks and the stock
exchange, requirements of the stock exchange or laws relating to the Company’s
business

To consider, select, and propose the nomination and remuneration of the Company’s
auditor

To consider the accuracy and completeness of disclosure of the Company’s data, in case
of any related transactions, or the transactions which may have any conflict of interest

To provide the Audit Committee’s corporate governance report by disclosing in the annual
report of the Company and such report must be signed by the Chairman of the Audit
Committee

To perform any other assignment by the Board of Directors with the consent of the Audit

Committee

Audit Committee has convened 10 meetings. Records of attendance in the Executive

Board’s meetings of each member are summarized, as follows:

Records of Attendance in the Meeting (times) Remarks

(c) Risk Management Committee comprises of 3 members, as follows:

1. Mr. Pradit Rodloytuk Chairman of Risk Management Committee

2. Mr. Anuchata Chaiprapha Member of Risk Management Committee

3. Mr. Suvichakorn Chinapha Member of Risk Management Committee

Secretary to the Risk Management Committee : Mr. Amornsak Srimongkolchai
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The Risk Management Committee will have the term in office of 2 years.

Duties and Responsibilities of the Risk Management Committee

1. To propose scopes of risk management to the Executive Board

2. To study, analyze, and assess the risks, tendency of the risks, and potential risks that will
significantly affect the Company’s business

3. To present reports on sufficiency of the risk management and controlling system to the
Executive Board and the Board of Directors

4. To act as center for oversee and supervision of all major risks as reported by the Risk

Management Coordinator

Risk Management Committee has convened 5 meetings. Records of attendance in the

Executive Board’s meetings of each member are summarized, as follows:

Records of Attendance in the Meeting (times) Remarks

(d) Investment Committee comprises of 4 members and Investment manager, as follows:

1. Mr. Reungvit Dusdeesurapoj Chairman of Investment Committee
2. Mr. Reungdej Dusdeesurapoj Member of Investment Committee
3. Mrs. Suwimol Chayavoraprapa  Member of Investment Committee
4. Mr. Pradit Rodloytuk Member of Investment Committee

5. Mr. Tara Vanalabpattana Member of Investment Committee

Duties and Responsibilities of the Investment Committee

1. To prepare the investment policy in order to seek approval from the Board of Directors.

2. To approve the investment plan (Detail version of the investment policy) and investment
procedure that complies with the investment policy and risk management policy.

3. To monitor and control the investment actions to comply with the investment policy, risk
management policy, investment procedures, related laws and regulations.

4. To monitor and control investment transactions to comply with the good governance, the
transparency, no conflict of interests.

5. To ensure the level of adequacy of investment processes, personnel, information used for
the company investment.

6. To manage the Company’s investment assets under the investment Policy approved by
the Board of Directors.

7. To report investment performance to the Board of Directors regularly.
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Investment Committee has convened 11 meetings. Records of attendance in the Executive

Board’s meetings of each member are summarized, as follows:

Records of Attendance in the Meeting (times) Remarks

(e) Nominating, Remuneration and Organization Structure Committee comprises of 4

members, as follows:
1. Mr. Reungvit  Dusdeesurapoj Chairman of Nominating, Remuneration and Organization
Structure Committee

2. Mr. Reungdej Dusdeesurapoj Member and Secretary of Nominating, Remuneration and
Organization Structure Committee

3. Mr. Pradit Rodloytuk Member of Nominating, Remuneration and Organization
Structure Committee

4. Mr. Anuchata Chaiprapha Member of Nominating, Remuneration and Organization
Structure Committee

Scope of Duties and Authorities of the Nominating, Remuneration and Organization

Structure Committee

1. To search and nominate the Company’s director and Managing Director and propose
them for the Board approval

2. To recommend director remuneration and propose it for the Board approval

3. To evaluate and review the Managing Director’s performance and remuneration, as well as
to consider the Company’s total annual pay increase rate, and total employees’ welfare

4. To consider matters related to the Company’s organization structure

Nominating, Remuneration and Organization Structure Committee has convened 1

meetings. Records of attendance in the Executive Board’s meetings of each member are

summarized, as follows:

Records of Attendance in the Meeting (times) Remarks
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Nomination of the Company’s Directors
(1) Qualification of Independent Director
1. Holding no more than 0.5% of total Company voting shares

2. Neither participating in management, nor being employee, executives, advisor, major

shareholder, or gaining control of the Company

3. Having no business relationship with the Company or person / juristic person that may
affect independent opinion or consideration, or other characteristic which result in being

unable to give independent opinion.

4. Having no relationship either by bloodline or marriage / law, or being employee, advisor

to the person with qualification contrary to what detailed in 1, 2, and 3.
(2) Nomination of the Company’s Directors

The Company has appointed the Nomination and Remuneration Committee and the
organization structure on 16 May 2013 with the responsibilities to consider and to propose the list
of persons to be elected as directors to the Company’s Board of Directors for their consideration
and approval by considering from qualification, experiences in any business related to the
Company’s operation, specific expertise, and past performances before proposing to the
Shareholders’ Meeting for appointment approval with majority votes from shareholders attending

the meeting and with voting rights.

According to the Company’s Articles of Association, the Company’s board must consist of
at least 5 members, however, the maximum number of directors is not specified. At least half of
the directors must reside in the Kingdom of Thailand. Directors may or may not be shareholders of
the Company. During every annual general meeting of shareholders, one-third of directors (or

the approximate number thereto) shall retire from office.

The election of directors of the Company must be proceeded by the shareholders’

meeting, based on the following criteria:
(1) One shareholder will have one vote per one share held

(2) Each shareholder must use all the votes available under (1) to elect one or several

person(s) as director(s) but the votes may not be divided to different candidates

(3) Candidates who have received the maximum votes consecutively will be elected
directors, equivalent to the number of directors to be elected at that time. In case,
the number of successful candidates, who have received equal votes next after the
candidates with the maximum votes, exceeds the number of directors to be elected

at that time, the Chairman of the meeting shall have a casting vote.
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Apart from the retirement from office by rotation, directors may be retired from

office in case of:

(1) Death

(2) Resignation

(3) Disqualification or having any forbidden characteristics under Clause 68 of the Public
Company Act B.E. 2535

(4) The shareholders’ meeting passes the resolution for retirement of director(s) with at least
three-fourths of the total shareholders attending the meeting with voting rights, and the
aggregate number of shares held by them must be at least half of the total shares held
by all the shareholders attending the meeting with voting rights

(5) The Court’s order for retirement

Details of Directors from major shareholders are reported in the page 136

In addition, the Company has opened the opportunity for all shareholders to propose names
of qualified nominees to be elected as the directors before the Ordinary Shareholders’ Meeting. All
this, the Company has disclosed the criteria in proposing the name of nominees who will be
elected as the Company’s Directors together with the proposal form as shown on the Company’s

website at http://www.smk.co.th.

Governance of the Business Conducts of Subsidiaries and Associated Companies
The Company does not have subsidiaries and associated companies.

Supervision on the Use of Insider Information

The Company has supervised the use of insider information in coordination with the good
corporate governance by defining in writing in the code of conduct of the directors, the
management and the employees, and in the manual of roles and responsibilities of the directors,
the management and the employees handed out when they first joined the Company. The

important policies can be summarized as follows:

1. The Company has required its directors, management to sign for acknowledgement to
relevant announcements of the SEC requiring the directors and the management to report the
changes of securities holding to the SEC committee as per Section 59 of the Office of Securities
and Exchange Commission B.E.2535 within 3 days from the date of changes of securities holding,
and inform the Company’s Secretary for acknowledgement and preparing the record of changes
and summarizing the number of securities of the directors and of the management individually
before proposing to the Company’s Board of Directors for their acknowledgement in the next
meeting. Moreover, the Company informs penalty provision in case of violation or incompliant

operation with such regulations.

2. The Company has restricted the use of information on financial data or others which may

affect the Company’s stock price, to disclose to outsiders or other irrelevant parties, and not
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allowed for buying and selling of securities within 1 month before the submission and disclosure of
financial data or others which may affect the Company’s stock price and not allowed for buying
and selling of securities unless it is over than 24 hours from the time of data disclosure to the
public. Failure to comply with such regulation constitutes a breach of discipline of the Company. If
one of any insiders who know those important internal information including the directors, the
management, or employees, breaks the rule, the disciplinary action will be taken including

admonition, salary cut, suspension without pay, as well as termination.

All this, this mentioned model has been passed the approval of the Company’s Board of

Directors.
Auditor’s fees

(1) Audit fee
Audit fee that ERNST & YOUNG OFFICE LIMITED has received from the company
for the year 2013 is 1,260,000 Baht.

(2) Non-audit fee
Non-audit fee for the professional services based upon agreed-upon procedures to
review the Risk-Based Capital (RBC) report for the Office of Insurance Commission as at
30 June 2013 and 31 December 2013 totaling 500,000 Baht.

Compliance Other Good corporate governance

1. Shareholders’ Right and Equality

The Board of Directors has its policy to treat the shareholders on an equal basis, and has
strictly complied with the law and related regulations will be able to receive information in
time, completely and equally, In particularly, the right to vote in the shareholders’ meeting to
make decisions on crucial matters, which the Board of Directors must ask for approval

from the shareholders’ meeting.

All shareholders have the right to elect and remove directors and right in profit sharing.
The shareholders’ meeting has always been held at the Head Office. The map of the venue is
shown in the supplementary documents for the meeting in order to facilitate shareholders to
attend the meeting and to encourage them to vote in person or by proxy (in case of absence) in
the shareholders’ meeting, and to provide opportunities for shareholders to express their opinions,

to ask for explanations or raise any questions on an equal basis.

In 2013 the Company has convened the shareholders’ meeting for 1 time, i.e.,, the annual
ordinary shareholders’ meeting, at the Head Office of the Company, located at 313 Srinakarin
Road, Huamark, Bangkapi, Bangkok. The Company submitted the invitation letter for the meeting
and supplementary data according to the agendas to the shareholder registrar, to be delivered to

shareholders for at least 14 days prior to the date of meeting. In each agenda of the meeting,
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opinions of the Board of Directors were given. In the said meeting, there were 8 directors
attending, including the Chairman of the Audit Committee, as well as the auditor and the legal
consultant of the Company in order to answer the shareholders’ questions in all related
issues under their responsibilities. The Chairman of the meeting gave equal opportunities to
all shareholders to monitor the Company’s operation, to inquire and express their opinions and
recommendations. Moreover, the Board of Directors has provided complete minutes for

examination by shareholders.
2. Rights of Interested Parties

The Company has given the importance to the right of all groups of interested parties
including internal interested party composing of employees and the management of the Company
and its subsidiaries, or external interested party such as shareholders, the management, customers,
employees, creditors, traders, competitors, public sector, society and environment since the
Company considers the supports from all interested parties which helps increase competitiveness
and profitability of the Company which can contribute to the long-term success accomplishment of
the Company. All this, the Company provides the disclosure of significant information fairly,

transparently, and timely so that all interested parties are treated equally.

Shareholders The Company wishes all shareholders to receive suitable compensation by
keeping good business performance regularly and developing business continuously together with
the appropriate internal control system which is adequate to protect the benefits of the Company

and its shareholders by conducting the business with carefulness and transparency.

Management As recognizing the importance of the management which is one of the factors
to business accomplishment, the Company has set out the executive remuneration structure
suitably by appointing the Nomination and Remuneration Committee and the organization structure
to be responsible for the determination of criteria in associated with economic condition and

competitiveness.

Customers As recognizing the importance of customers, the Company aims to create
customers’ satisfaction appropriately by offering qualitative products and services with all its will,
its might, and its ability to respond to customers professionally and with fairness including giving
an advice to customers politely, with mild manner, and listening to their problems as well as

helping them solving problems without disclosure of customers’ information and secret.

Employees The Company recruits and retains employees with abilities and experience in
operation by aiming to improve and enhance the abilities of employees unceasingly in order to
become effective and ready for the intense business competition. The Company also supports
employees the opportunities for progress and stability in job and treats them with fairness equally

by providing welfares and other privileges such as provident funds, health insurance, and loan etc.

Creditors The Company is committed to conducting business with all creditors fairly and
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ethically in compliance with the terms and conditions under the agreement and the law to maintain

its reputation.

Traders As recognizing an importance of traders considered as business partners, the
Company considers and selects traders with fairness, does not exploit, pays respect and follows
the conditions and agreements set forth, does not ask for or accepts or pays for any dishonest
benefits from traders. If there’s any information about misbehavior, the Company will discuss with

traders to solve the problems fairly and immediately.

Competitors The Company treats its competitors with fairness, is respect the business ethics,
and does not seek the information of competitors dishonestly, and does not incriminate or slander

or distort the facts.

Public Sectors The Company adheres to the formal regulations and rules strictly and

supports public sectors’ activities frequently.

Responsibility to communities, society, and environment The Company is committed to
the business operation with responsibility, care, and attention to communities, society and overall
environment, as well as supports activities concerning public benefit, and develops society,
communities and environment. The Company also aims to enhance employees’ knowledge and

conserves natural resources continually every year.
3. Information Disclosure and Transparency

The Company’s Board of Directors has set out the policy for the disclosure of significant
information which is relevant to the Company including both financial and non-financial data as per
the regulations of the Office of Securities and Exchange Commission (SEC) and the Stock
Exchange of Thailand (SET) correctly, completely, directly to the facts, timely, and checkable via
the disclosing channels of the SET which are the Annual Information Form (Form 56-1) and the
Annual Report. Furthermore, the Company has disclosed the information in both Thai and English
languages through its website so that the shareholders, investors, customers and other people can

approach to the information easily, equally, and reliably.

3.1 Report of the Company’s Board of Directors

The Company’s Board of Directors is responsible for the correctness of the Company’s
preparation of financial statements and all financial information appeared in the annual
report by emphasizing on an effective internal control system to ensure the correctness,
completeness, punctuality of those recording and processing accounting data. All
transactions of accounting recording require the completeness of evidences for the
recording in all aspects in compliance with the Accounting Act B.E.2543 and can be

checkable.

The Company’s Board of Directors has appointed the Audit Committee to review the

correctness of financial reports in order to let the Company have the reliable financial

Annual Report 2013 / Syn Mun Kong Insurance Plc.



/
4

dv

data and has required the report of responsibilities for financial statements disclosing

along with the report of auditors.

The Company’s Board of Directors has an opinion on the result of 2013 financial
report review, which has been performed by the Audit Committee in cooperation with the
accounting manager, the internal auditor, as well as the outside auditor, no abnormal note
is found; and the internal control system of the Company is adequate satisfactorily meets

the standards.

3.2 Report of securities holding and changes in securities of the Company’s Board of

Directors and the Management

The Company has required its Board of Directors and all management to report the
holding of securities to the Office of Securities and Exchange Commission (SEC) as per
the regulated criteria of the SEC, by reporting through the Company’s secretary. All this,
the Company’s secretary has reported such report to the meeting of the Board of

Directors for their acknowledgement.

Changes in shareholdings of the directors and executive officers

No. of shares held ended on % of issued
Change

and paid up

1/1/2013 31/12/2013 | Increase / (Decrease)
shares

Remarks :- Mr. Christopher John Colahan has been appointed as a director by the resolution of

the Board of Directors’ meeting No. 2/2013 on 18 June 2013.
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3.3 Stakeholder Report of the Company’s Board of Directors

The Company has the policy for its directors and its management to report the
Company their or of their connecting people’s stake holding so that the Company has an
information supporting its operation in line with the regulation on connecting transactions
which may lead to the conflicts of interest. Also, the Directors and the management must
perform their duties with carefulness and honesty and must make decision without

thinking of gain and loss, directly or indirectly, on those determining matters.

3.4 Internal Control Policy
Internal Control Policy has been reported already in the topic of Internal Control

and Risk Management.

3.5 Relationship with Investors

The Company’s Board of Directors realizes that the information of the Company
including financial data, operation performance, and other non-financial information, is
important to investors. The Company for this reason gives an importance to the disclosure of
information with correctness and completeness. Investors and other relevant parties can
get those such information from disseminating channels and media of the Stock Exchange
of Thailand and through the Company’s website (www.smk.co.th) provided both in Thai
and English languages. For the investor relation, the Company has assigned its secretary

as the coordinator.
4. Responsibilities of the Board of Directors
4.1 Board of Directors Structure

(1)  Composition of the Board of Directors

According to the Company’s Articles of Association, the Company’s board
must consist of at least 5 members, however, the maximum number of directors
is not specified. At least half of the directors must reside in the Kingdom of
Thailand. Directors may or may not be shareholders of the Company and has
30% independent directors as required by the Securities and Exchange Commission

and the Stock Exchange of Thailand.

(2)  The term of office
During every annual general meeting of shareholders, one-third of directors

(or the approximate number thereto) shall retire from office.

(3)  Definition of the Independent Director

As reported in Section Nomination of the Company’s Directors page 149

(4) Balance of Power of Non-Executive Directors
The Board of Directors has provided the number of directors, which is

proper to the business size of the Company. At present, there are 10
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directors, including 1 management directors and 9 non-management
directors, inclusive of 3 independent directors according to the requirements
of the Securities and Exchange Commission and Stock Exchange of
Thailand, which is equal to 30% of the total members of the Board of
Directors. This is in accordance with guidelines of balance of power of
non-management directors. Independent directors of the Company as
above-mentioned are formed as the Audit Committee, which is obliged to
supervise the complete, accurate, and reliable provision and disclosure of
data in the financial reports of the Company, and to establish the proper

and effective internal control system and internal audit.

(5) Separation of Scope of Responsibilities between the Directors and the

Management

The Chairman must not be the same person as the Managing Director, but
these two people are the representatives of same group of major shareholders.
However, the Chairman can not proceed any transactions on behalf of the
Company’s Board of Directors without the acknowledgement of the Company’s
Board of Directors. And the Managing Director has a duty to follow the policy
regulated by the Company’s Board of Directors, which is under the supervision of
the Company’s Board of Directors. All this, the structure of the Board of Directors
of the Company consists of independent directors as specified by the regulations
of the Office of Securities and Exchange and the Stock Exchange of Thailand, as
well as does not have any relationship to the Management team equal to 30%
which leads to balance of power and verification of the management. Also, the
Company has separated the scopes of responsibilities between the Company’s

Board of Directors and the Managing Director explicitly.

(5.1) Scope of Duties and Authorities of the Board of Directors and

Subcommittee

Scope of Duties and Authorities of the Board of Directors

As reported in Section Structure of Management - Subcommittee

Scope of Duties and Authorities of Subcommittee

As reported in Section Corporate Governance — Subcommittee
(5.2) Scope of Responsibilities of the Managing Director

1) To manage the operations of the Company to be in line with the policies

regulated by the Company’s Board of Directors

2) To supervise work operations of each department through the Management

composing of the Deputy Managing Director for Administration, the Deputy
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Managing Director for Claim Services, the Deputy Managing Director for
System and Service Development and the Deputy Managing Director for

Accounting and the Management of Accounts Receivable.

3) To consider and to approve the investments in all types of financial
asset investment, the purchase of immovable and movable assets, and the
expenses for other projects which are not included in those budget
approved by the Company’s Board of Directors, under the credit limit
managerial authorization of the Managing Director (In reference to the
detail in Topic 8 Managing Structure concerning the Managerial Authority of

Directors).

4) To follow up and to report the Company’s performance, together with
any circumstances during that period which may affect the Company’s
business operations, to the Company’s Board of Directors for their
acknowledgement and to propose options which are relevant to situation,
market condition, competition, and conforming to the policies of the

Company.
42  Subcommittee

The Company’s Board of Directors has appointed the subcommittee to help supervising
any operations requiring specific expertise in order to enhance the effectiveness and efficiency

of its operations.

The subcommittee must follow the assignment from the Company’s Board of Directors,
with authorization to inform the Management to attend meetings, to explain, or to hire
consultants, as deemed appropriate, to give an advice on the assigned jobs, and to propose

the reports to the Company’s Board of Directors regularly.

Currently, the Company’s Board of Directors has appointed 5 subcommittee comprising of
(1) Executive Committee (2) Audit Committee (3) Risk Management Committee (4) Investment

Committee and (5) Nominating, Remuneration and Organization Structure Committee
(1) Executive Committee

The Executive Committee is appointed to help analyze, plan, set the goals, strategies
in pursuant to the business operation policies by considering maximum benefits of the
Company, in order to propose to the Company’s Board of Directors for their consideration.
The Executive Committee also supervises and manages the operations in accordance with
the objectives under the good corporate governance framework and follows up performance
of the Management team to comply with those regulated policies, as well as reviews,
investigates, and defines the guidelines and suitability of organization structure and

personnel.
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(2) Audit Committee

The purpose of the Audit Committee appointment is to enhance clarity and
transparency. The Company has appointed the Audit Committee by assorting from the
Independent Directors. The Audit Committee will get direct information from both external
and internal auditors and has an element, qualification, duties, and responsibilities as
required by the good corporate governance in order to supervise the Company to have a
suitable and effective internal control system, to have complete and reliable financial
reports, to supervise the Company to follow the relevant regulations and laws, and to
regulate the Management to rectify all found defects by monitoring and evaluating the
performances which the Audit Committee considers important and other missions

assigned by the Company’s Board of Directors.
(3) Risk Management Committee

The Risk Management Committee is the specific committee to perform the supervision
of risk management to become systematically, continually, effectively, and efficiently, for
the maximum benefits and in compliance with the Company’s strategic plan by proposing
the scope of risk management to the Executive Committee, studying, analyzing, and
evaluating risks and trends which are occurring or may occur in the future and have a
significant effect to the Company. The Risk Management Committee is also responsible
for the report of an adequacy of risk control system to the Executive Committee and the
Directors, and serves as the center of the supervision of significant risks which are

reported by the Risk Management Coordinator.
(4) Investment Committee

The Investment Committee, composing of the expertise in investment management,
has been appointed by the Company’s Board of Directors to have a duty to make decision
on investment and to supervise investment in pursuant to the Company’s policy and to
follow up the investment movement which may change dramatically by having the investment
goal to increase benefits, aside from the profits from insurance business, to all Company’s
shareholders. At the same time, the Investment Committee must manage the Company’s
investment to be in line with the regulated rules by the OIC based on sufficient capital, as
well as provide adequate liquidity in case that there’s any need to change those investment

funds for the payment of claims.
(5) Nominating, Remuneration and Organization Structure Committee

Comprises of 3 members with the responsibilities to nominate the qualified Directors
and the Managing Director and to consider and fix the remuneration for the Company’s
Directors, the Subcommittee, the Managing Director, before proposing to the Board of

Directors for their consideration and approval. The Committee also has to consider the
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adjustment of the Personnel Structure of organizational level, to evaluate the performances
of the Managing Director together with the consideration of overall salary adjustment ratio

and welfares of the organization.
4.3 Roles and Responsibilities of the Committee

(1) Leadership and Visions

The Company’s performance of the past year showed continuous and stable
expansion. Aside from the satisfying growth, the Company also had business adaptation
regularly by planning the customer approach correctly and quickly. This reflected the
vision of the Directors and the good adaptability of the organization and its team. The
Company’s Board of Directors requires the review and approval of vision statement and
the Company’s obligation at least every 5 year. For the 2011-2015 Vision Statement, it
is said that the Company will be the leader of insurance industry in concerns of service,

innovation, with high qualitative and potential staffs.
(2) Business Ethics

The Company developed the business ethics and corporate governance principles
in writing and contained them in the Company’s handbook as guidelines for directors,
executives, and all employees to follow. Also, the aforesaid ethics and principles were
posted in the Intranet System, the in-house website, as well as printed for distribution
to management and staffs of the Company as directions for everyone to perform duties
with honesty and without prejudice. The Company believes that such guidelines will
create fairness to all parties concerned, i.e. customers, brokers, and shareholders of the

Company.
(3) Conflict of Interests

The Board has been informed of transactions with conflict of interests and
related transactions, as well as the compliance with criteria of the ruling of SEC and SET;

whereas, prices and conditions are as if the transactions are made with the third person.

Moreover, the Company has disclosed the related transactions and mutual
transactions in the form of annual information (Form.56-1) and the annual report
(Form.56-2).

44 The Board of Directors’ Meetings

The Board of Directors has determined at least one meeting each quarter. The
Meeting’s agendas must be provided in advance; and there must be an agenda to review the
quarterly operating result. The Secretary to the Company must submit the invitation letter for
the meeting and supplementary data for at least 7 days prior to the meeting so that the
Board of Directors will have enough time to study the information before attending the

meeting. Normally each meeting of the Board of Directors will last for approximately 2-3 hours.
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Most meetings of the Board of Directors were held to acknowledge the operating result
of the Company in each quarter of 2013 and to review policy and other practices in all
aspects as well as the evaluation of business competition situation. The minutes of such
meeting were recorded in writing and certified by the Board of Directors of the Company and
be available for review by the Board of Directors and the related persons. Most of the
Executive Committee’s meetings were held to consider the opening of bank deposit accounts
for investment and branch office’s operation of the Company. According to the requirements
of banks, a copy of minutes of the Board of Directors’ meetings must be submitted together

with the Account Opening documents.

Most of the Audit Committee’s meetings were held to review the financial statements of
the Company in each quarter of 2013 and review auditing performance and consider the

establishment of Risk Based Capital: RBC report.

Most of the Investment Committee’s meetings were held to determine the proportion of
the Company’s investment and security category for investment as well as to insure a timely
adjustment of the investment strategies to meet the target performance and monitoring
investment performance including assess and control the risk arising from the investment in a

reasonable level.

At the meeting of the Investment Committee, the company who overseers the
management of private funds of the Company was required to report the operating result and
to exchange an investment point of view. And during the past year, the Risk Management
Committee had considered the Company’s investment policy framework and investment plan
in order to be in line with the new notification to other business investments of insurance

companies in 2013 as well.

Most of the Risk Management Committee’s meetings were held to consider the risk
management plan for the year 2013 and to review the risks and the management of risk from

political crisis in the year 2013.

The meetings of the Nominating, Remuneration and Organization Structure Committee
were held to consider the performance of the Managing Director, to consider the remuneration of
the Managing Director, of the Directors, and of the Subcommittee, as well as to nominate the

Directors to replace those who completed the tenure.

45 Positions of the Directors and the Top Management in Other Companies

The Company’s Board of Directors has set forth the policy on holding directorship
position in other companies that each director can hold the position of director in other
companies not over than 4 listed companies. The Board of Directors has also specified the
policy on the position holding of the Managing Director that can not hold the directorship
position over than 3 companies so that the Directors and the top Management can devote

themselves to the operations of the Company extremely and sufficiently.
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46 Performance Evaluation of the Company’s Board of Directors and the Managing Director

The Company’s Board of Directors has required the Nominating, Remuneration and
Organization Structure Committee (The related directors do not attend the assessment) to
assess the performance of the Managing Director frequently every year to use the result of

assessment in fixing the remuneration of the Managing Director.

All this, the detail or the policy and measures on the assessment of the Board of
Directors’ performances will be proposed to the meeting of the Board of Directors for their

consideration in the next occasion.

4.7 Remuneration of the Directors and the Management

The Company pays for the Director’'s remuneration in the form of gratuity and meeting
allowance by considering from the suitability of duty and responsibility and comparing to the
remuneration of other companies listed in the Stock Exchange of Thailand and in same
business group. The remuneration must be passed the consideration of the Nominating,

Remuneration and the Organization Structure Committee.

The Company has considered the remuneration of the Directors in compliance with the
criteria regulated by the Nominating, Remuneration and the Organization Structure Committee,
together with other factors such as the individual evaluation of annual performance of the
Director, the Company’s annual performance, the growth tendency of insurance business, the

salary survey, and other remunerations of leading companies in same business.

4.8 The Development of the Directors and the Management

The Company’s Board of Directors has the policy to encourage, support, and facilitate
the Directors, the Management and the Company Secretary in attending seminars or training
courses which are useful for their operations regularly or in participating in any activities
enhancing their knowledge from the Thai Institute of Directors (IOD) and other relevant units
from both public and private sectors in order to improve their operations to become more

effective and up to date.
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Corporate Social Responsibilities

Policy Overview

As having mentioned the vision and missions in the topic of policy and overview of business
operation, this “Corporate social responsibilities (CSR)” will the elements of success to describe

how to sustainably achieve a successful business.
1. Operation with Fairness

The Company vigorously has an aim and commitment to manage and to maintain its
business in a stable and sustainable growth. The Company realized that the business sustainability
cannot be achieved unilaterally but can be done by all dedication and cooperation among every
interested party harmoniously in order to let the business go effectively and constantly. It is also
from giving fair treatment to each other causing the mutual acceptance and growth establishment
to each other among customer, shareholders, employees, traders, and business partners. As a
result, principles and fairness is the key factor binding all parties to cooperate and to work
together effectively. The Company has grown to the present day because of upholding fairness

treatment to every party.
2. Anti Fraud and Corruption

The Company has set out the anti corruption policy by establishing the guidelines in writing
in the Company’s code of conduct which was approved by the resolution of the Company’s Board

of Directors during the Board of Directors’ Meeting no. 5/2013 on 27 November 2013.

The Company has specified the anti corruption policy and expressed its intention by attending the
Private Sector Collection Action Coalition Against Corruption Council. Also, the Company has
participated in ratification to acknowledge an obligation in accordance with the declaration of

intention of the mentioned Coalition to against all forms of corruption.

The Company has assigned the representative to attend the 2013 Anti Corruption event held
by the Anti Corruption Organization under the concept “ACT NOW Fight together to save the
future” on 6 September 2013 with the purpose to reinforce Thai society and people against the
corruption substantially to help save the future of Thailand from now on. The event was
participated by 1,500 people approximately from private sector, public sector, civil sector,

independent organization, educational sector, citizens, and mass media.

All this, the Company is in the certification process as having signed to be a member in the
Private Sector Collection Action Coalition Against Corruption Council, which the Company is
required to be certified this participation by the Directors of the Private Sector Collection Action

Coalition Against Corruption Council.
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Moreover, the Company has executed the plan to protect itself from involving in fraud and

corruption.

1. The Company has communicated with all levels including the directors, the management,
and its employees to carry on the operation of all processes within a strict legal
framework. In case that there’s an error occurring in implementation process due to
carelessness or being benighted, that person must be sentenced by government

sectors without illegal acquittal.

2. The Company has provided the channels to report if finding any violations or fraud

and corruption as well as the measure to protect those reporters.
3. Respect for Human Rights and 4. Fairness Treatment to Workers

The Company has a policy for the employees in the organization to express their opinions
overtly and equally, respect other people’s value of human being. As realizing that good human
development must start from belief, confidence, and respect for other people’s humanity, the way
all employees should adopt, especially the management, is to open wide their minds and listen to
other opinions in order to create good atmosphere letting to the encouragement of employees in
expressing opinions. Concerning work outcome consideration, the Company has set out the
principles and criteria for the evaluation of Key Performance Indications: KPI explicitly to prevent
or reduce arguments over an unfair assessment. The Company not only emphasizes on effective
and impartial work operation but also facilitates with the sports club providing various sports

activities in popularity to encourage exercising and the balance of work and health.
5. Responsibilities to Consumers

The Company adheres to customer-centric business operation and has clearly specified the
guidelines on the establishment of consumers’ satisfaction, service standard, receiving and
managing complaints thoroughly. The Company will enclose the preventive plan and reduction of
complaints in the annual work plan every year, together with surveying customers’ opinions and
measuring the Customer Satisfaction Index (CSI) frequently to use in the comparison and

improvement to gain more customers’ impression.
6. Environmental Conservation

The Company’s business operation has no negative effect to the environment.
7. Community and Society Development

The Company awares that the strong community and society with sustainable development
can be a factor contributing the Company’s operation. The Company has conducted the survey of
communities and society surrounding the Company’s and its branches’ locations to ensure that

nobody has been affected by its operations.
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8. Innovation and Dissemination of Innovation Derived from the Operation with Responsibility

to Environment and Interested Parties

The Company is the first company to adopt and integrate the social responsibilities with
its insurance products such as By-Fit health insurance. All this, the Company wishes to participate
in encouraging people to see more importance of exercising for their better life quality. The
Company has the motivation for customers who do exercising regularly by giving discounts on

insurance premium as per the said slogan “The more your health fits, the more discounts you get.”
The Operation and Report Preparation

The Company has conducted its operation as per the policy as prescribing in the above 8

principles.
The Operation Affecting Social Responsibilities
— No transaction -
Social and Environmental Activities (After Process)

In 2013, the Company had performed and joined many social activities as reported in the

section of the Policy and overall business operations.
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Internal Control and Risk Management

The Company’s directors has regulated and supervised the suitable and concise, up-to-date,
effective internal control and risk management by adopting the Enterprise Risk Management: ERM
as management tool in the development of internal control and risk management to discreetly
ensure that the business operation of the Company can achieve its objectives or working goals of
each level including strategies, operations, insurance, implementation of policy, rules and other
regulations as well as the anti fraud measures, by assigning the Audit Committee consisting of
independent directors to review the suitability and efficiency of internal control system and to
advising feedback after auditing, which the Company emphasizes on the continual operational
audition with effectiveness and efficiency, and to follow, to improve, to report auditing feedback
and to assign the Risk Management Committee also comprised of the Independent Directors for
the responsibilities for the establishment of policy framework, risk management strategy, the review
of the adequacy of risk management policy and system, and the effectiveness of policy
implementation as well as reporting to the Company’s Board of Directors for their

acknowledgement regularly.

The internal control system of the Company complied with COSOs guidelines (The
Committee of Sponsoring Organization of the Treadway Commission) to cover both organizational
and environmental aspects, risk management, the control of the management’s operations,
information and communication system, and monitoring system. The Company must be furnished
with good protection system, has no corruption or illegal use of its assets. Also collation process
must be in accordance with those specified procedures and is in line with rules and regulations of
public sector and the corporate governance. Concerning the consultation with the auditor, the
Company has prepared its financial statements in compliance with accounting standards and has
adequate internal control system. The Audit Committee had reviewed the assessment and reported
to the Company’s Board of Directors with the opinion that the Company’s internal control system

has an adequate suitability with the detail as follows:

Referring the Audit Committee’s Meeting no.9/2013 on 18 February 2013, the Audit
Committee had evaluated the Company’s an adequacy of internal control system as required by
the “Assessment on an Adequacy of Internal Control System” of the Office of Securities and
Exchange Commission covering following 5 aspects which are organization and environment, risk
management, control of the management’s operations, information and communication system, and
monitoring system. These have been reviewed by the Audit Committee with the opinion that the

Company’s internal control system is suitable and sufficient. The detail is as follows:
1. Organization and Environment

The Company has good organization structure and environment which is the important
foundation of an effective internal control system. The Company gives an importance on honesty
and ethics in business practice which is in compliance with the principle of good corporate

governance and has the organizational structure management as well as defines each responsibility
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explicitly. The Company also sets out the policy and clear and measurable business goals and has

the procedure in writing as a guideline for employees’ work operations.
2. Risk Management

The Company has established the risk management policy by requiring the system of the
Enterprise Risk Management covering various aspects of risks from both external and internal
factors such as strategic risk, insurance risk, liquidity risk, operation risk, marketing risk, and credit
risk, to be the Company’s directions for business operations to achieve its objectives and goals.
The Company has set the Risk Management Committee and the Risk Management Unit to
consider, to screen and to determine the risk management framework by requiring the
identification of risk factors and causes, the evaluation analysis and prioritization of risks, together
with the regular follow up, assessment, and report of risk management to the Risk Management

Committee.
3. Control of the Management’s Operations

The Company has fixed the policies and working procedures for each level clearly along
with effective controlling activities by specifying managerial authorization and separating out some
job duties that may lead to fraud and defining the procedures for conducting transactions with
major shareholders, the directors, the management, or other concerned parties appropriately. The
Company also forms the Compliance Unit to coordinate and oversee the business operation of the

Company to be in line with related laws.
4. Information and Communication System

The Company has an adequate information and communication system for the use in
decision making in time including financial and other data, has an effective information technology
security system as well as a contingency plan for protecting data security in case of severe
disasters which make the system became out of work. The Company also requires the rehearsal of
contingency plan regularly and has the communication of policy, other news information, and good
corporate governance via information media so that its employees and other related people for

their acknowledgement in time.
5. Monitoring System

The Company has monitored and supervised its performance comparing to the defined Key
Performance Indicators (KPI) normally and has assessed the result of performance by the internal

auditor unit and external auditor as well.

The Company has the Internal Audit Division which has independent operation and directly
reports to the Audit Committee for the assessment of an adequacy and effectiveness of internal
control system, of risk management, and of monitoring the operation to be in accordance with the

good corporate governance policy and the Company’s code of conduct as per the annual audit
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plan which considers from the Company’s goals, objectives, strategies, other related risk factors,
and important control points which may affect the attainment of objectives. The annual audit plan
has been passed the approval from the Audit Committee. The Company also has the Audit
Committee charter which defines vision, obligation, goal, objectives, scope of responsibilities, and
the rights for auditing implementation set clearly in order to enhance the effectiveness in work

operation and to be in compliance with the international standards of professional internal audition.

Moreover, the Company’s auditors has reviewed its fiscal financial statements, has the
opinion on the Company’s internal control system of accounting and financing, and has evaluated
the internal control system and the procedure for other business investment of insurance
companies every year as required by the Office of Insurance Commission (OIC). Besides, the
Company has participated in the Private Sector Collective Action Coalition Against Corruption

Council to enhance transparency of business operation of the Company.
Company’s Internal Audit and Compliance Audit Manager

Mr. Amornsak Srimongkolchai has been appointed as an Internal Audit and Compliance
Audit Manager by the resolution of The Audit Committee’s meeting in February 2006, as
experienced in performing the Internal Audit 22 years and has worked in the Insurance Business

13 years.

The consideration, approval, appointment, removal, and migration of the incumbent manager
of Internal Audit Division of the Company must be passed the approval of the Audit Committee.

The qualifications of incumbent manager of internal audit division of the Company should be as

follows:

Education:
2007: Master’'s Degree MBA. (IT SMART Program)Ramkhamhaeng University
1990: Bachelor’'s Degree of Accounting Dhurakij Pundit University

Working Experience:

2006 - Present Vice president &Manager Internal Audit
Syn Mun Kong Insurance Public Company Limited

2001 - 2006 Assistant Vice President Internal Audit
Syn Mun Kong Insurance Public Company Limited

1998 - 2001 Senior Manager Internal Audit and System Development
Sicco Securities Public Company Limited

1996 - 1998 Assistant Vice President Internal Audit

Siam Industrial Credit Public Company Limited
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1993 - 1996 Section Head Internal Audit
Adkinson Securities Public Company Limited.
1990 - 1993 Supervisor Special & Follow up Audit
Metropolitan Bank Public Company Limited

Duties of the Compliance Chief

The role and responsibility is to identify or detect, evaluate, and monitor operational risk to
be in relevant to the related rules and regulations of insurance companies, and to supervise and to
report those mentioned risks to the high level management and the Company’s Board of Directors.

The Compliance Unit has the following responsibilities:

° To identify or detect, and to evaluate operational risks to be in line with the related
rules and regulations of operations of insurance companies including the development
of insurance policy or new products to the market, maintaining relation and business

dealing with new customers or changes in relationship with customers

° To give counsel to the management concerning laws, regulations, practices, and
relevant business operation standards, and to report to the management immediately
in case of the changes of those relevant laws, regulations, and business operation

standards

° To determine guidelines on the implementation of relevant laws, regulations, practices,
and business operation standards, in writing in the patterns of policy and procedures

or other types of documents such as work manual or work instructions in the Company

. To assess the suitability of internal procedures of the company and to immediately

track the matter if there are any defects or unsuitability in that procedure

° To monitor the observance of the Company’s policy by evaluating operational risk in
accordance with relevant regulations, to inspect and to report to the high-level
management and the Company’s Board of Directors regularly, and to implement some

special responsibilities such as preventing money laundering

° To educate employees concerning laws, regulations, practices, and standards which
are relevant to the employees’ operations and to serve as the center of employees by

providing advices and answers to them

° To liaise with other relevant outsiders such as compliance unit, standardizing organizations,

and external legal counselors

Related Party Transactions

During the years, the Company had no significant business transactions with related party.

Annual Report 2013/ Syn Mun Kong Insurance Plc.



Management Discussion and Analysis

Overview of the Operation

In 2013, the Company has total underwriting income and total investment income equal
to 8,835.23 million Baht, increased by 1,164.68 million Baht or 15.18% from the year 2012, on an
increase in total underwriting income of 1,069.21 million Baht ,or a rise of 14.76%, while
investment income have increased by 9547 million Baht or 22.28%. Other income have
decreased from 57.43 million Baht in 2012 to 23.47 million Baht in 2013 or decreased by 59.13%.
Therefore, in 2013, the Company has its total income of 8,858.70 million Baht, increased by
1,130.72 million Baht or 14.63% from 2012.

The Company has 2 main types of expenses including underwriting expenses and operating
expenses. In 2013 the Company has underwriting expenses amounted to 6,636.4 million Baht,
increased by 13.64% which consists of claim expenses of 4,997.1 million Baht, increased by
15.63% due to an increase in motor claim repair cost. Loss Ratio increased slightly from 60.42%
to 60.65% and operating expenses in 2013 were amounted to 1,097.86 million Baht, increased by
97.73 million Baht or 9.77% from 2012. Most of the increasing expenses were sales promotion

expenses to increase the competitiveness.

When considering both income and expenses, in 2013, the Company has its profit
before corporate income tax of 1,07250 million Baht, increased by 230.48 million Baht or
27.37% from 2012, net profit for the year is 869.97 million Baht , increased by 242.90 million Baht
or 38.74% from 2012 and the earnings per share in 2013 is 43.50 Baht , which has increased
from 31.35 Baht in 2012. Net profit rose at a higher rate than profit before corporate income
tax because the effect of corporate income tax decreased from 214.95million Baht in 2012 to
202.53 million Baht in this year due to a change in corporate tax rate from 23% in 2012 to 20% in
2013.

Summary of 2013 operating result classified by types of insurance (unit: M Baht)

Personal Accidet

Increase Increase Increase

(decrease) (decrease) (decrease)
% % %

Gross premium written 7,254.88

Net premium written 7,234.95

Claims and losses adjustment

expenses 4,086.76

Underwriting profit before

operating expense 1,233.02
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Summary of 2013 operating result classified by types of insurance (unit: M Baht)

Miscellaneous Marine and transportation

Increase Increase

2013 2012
(decrease)% (decrease)%

Gross premium written 236.44 9.03

Net premium written 173.56 8.84

Claims and losses adjustment

expenses 30.82 (37.60)

Underwriting profit before

operating expense 115.28 76.87 5.72

According to the above table, it can be seen that, in 2013, major’'s company gross premium
written is from motor insurance. The Company has maintained its policy of customer base
expansion by focusing on the sale through agents, car dealers and has continuously expanded its
customer bases to small-group customers. Gross profit margin of the Company has increased
from 5.17% to 6.62%, major cause was resulted from an increase in the total underwriting expense
and operating expenses of 15.87% from an increase in motor claim repair cost as well as the
increased loss ratio from commercial trucks, while total underwriting income increase by only
13.17%, major cause was resulted from ongoing expansion into the region and continue to focus
on market expansion in all channels of distribution as well. The Company has released a new
product “Insurance Auto Repair Center” with good quality repair and customers easy access, and
issued advertising such products on television, which create broad awareness of the key benefits
of this product. The Company had also raised premium rate for the commercial truck category.
Loss ratio only increased slightly, therefore the cost of underwriting and operating expenses this

year increased only 7.13%, while total underwriting income increased 14.76%.

Operation result of each business group

Motor Insurance

In 2013, motor insurance gross premium written was Baht 8,106.93 million, accounted for
90.66% of the Company’s total premium written, and increased 11.74% from the previous year.
The net retention was Baht 8,081.83 million, and increased 11.71% from the previous year. The
net losses incurred during the year for motor insurance totalled Baht 4,783.77 million,
17.06% increased from 2012. The Company’s underwriting income was Baht 1,419.28 million,
an increase of Baht 186.25 million or 15.11% from the year 2012. The main reason is the Company
has released a new product “Insurance Auto Repair Center” and issued advertising such products
on television. Moreover, The Company had also raised premium rate for the commercial truck

category to comply with the risk, thus making loss ratio only increased slightly.
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Fire Insurance

In 2013, fire insurance gross premium written was Baht 144.49 million, accounted for 1.62%
of the Company’s total premium written, and increased 11.64% from the previous year. The net
retention rate was 62.79% or equal to Baht 90.72 million. The net losses incurred during the year
for fire insurance totalled Baht 3.45 million, 88.83% decreased from 2012. The Company’s profit
from underwriting before operating expense was Baht 61.69 million, an increase of Baht 33.34
million or 117.56% from the year 2012. The main reason is the Company has been extended to
financial institutions channels which has lower loss ratio, therefore the total underwriting income
increased by Baht 15.60 million, as well as the underwriting expenses decreased by Baht 17.73

million.

Personal Accident Insurance

In 2013, personal accident insurance gross premium written was Baht 446.57 million,
accounted for 4.99% of the Company’s total premium written, and decreased 3.47% from the
previous year. The net retention rate was 81.72% or equal to Baht 364.93 million. The net losses
incurred during the year for personal accident totaled Baht 178.91 million, 15.26% increased from
2012. The Company’s profit from underwriting before operating expense was Baht 73.59 million, an
increased of Baht 3.87 million, 5.55% increased from 2012. The main reason is that the Company

has getting more retention and more underwrite to lower loss ratio.

Miscellaneous Insurance

In 2013, miscellaneous insurance gross premium written was Baht 236.44 million, accounted
for 2.64% of the Company’s total premium written, and increased 9.03% from the previous year.
The net retention rate was 73.41% or equal to Baht 173.56 million. The net losses incurred during
the year for miscellaneous insurance totalled Baht 30.82 million, 37.60% decreased from 2012. The
Company’s profit from underwriting before operating expanse was Baht 115.28 million. The main

reason is loss from new sales channels in this year.

Marine and transportation Insurance

In 2013, marine and transportation insurance gross premium written was Baht 7.89 million,
accounted for 0.09% of the Company’s total premium written, and decreased 7.15% from the
previous year. The net retention rate was 55.51% or equal to Baht 4.38 million. The net losses
incurred during the year for marine and transportation insurance totalled Baht 0.15 million, 123.95%
increased from 2012. The Company’s profit from underwriting before operating expense was Baht
5.04 million, a decrease of Baht 0.68 million, 11.86% increased from 2012. The main reason is from
political conflict which impact export sector including domestic transportation affect decrease in

gross premium written.
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Investment

As of 31 December 2013, the Company’s investment assets value was 10,058.59 million
Baht, representing 81.9 percent of total Company assets. Investment proportions of investment
assets were as follows: deposits 46.6 percent, government bonds and treasury bills 17.1 percent,
promissory notes and bill of exchanges 0.6 percent, debentures 13.8 percent, unit trusts 9.6
percent, equities 12.2 percent, and loans 0.1 percent. The aforementioned deposits included cash,

deposits and short-term investment with its time to maturity less than 3 months.

Despite the momentum of global economic recovery, Thailand’s economy was impacted by
the weak private consumption and investment as well as delays in government spending. Thailand
economic growth was reported at 2.9 percent year on year. In addition, The Thai economy

continued to remain weak as a result of political situation at the end of the year.

The interest rates in 2013 remained low amidst monetary easing by central banks of
developed countries. Considering the impact the uncertainty of the global economic recovery and
the US monetary policy might have on the Thai economy, the Monetary Policy Committee (MPC)
of the Bank of Thailand decided to lower the policy interest rate by 0.25 percent in the middle of
the year and by 0.25 at the end of the year to tackle the impact of the political situation at the

end of the year. The Thailand policy rate was at 2.25 percent in December 2013.

The Stock Exchange of Thailand index hit the year 2013 record high at 1,649.77 point in the
second quarter. The index closed at 1,298.71 point at the end of 2013, a decrease of 6.7 percent
from the index at the end of the year 2012 at 1391.93 point. The index declined as a result of the
weaker-than-expected earning growth of Thai corporate, a market response to an uncertainty of

QE tapering policy in the US, and the domestic political factor.

In the year 2013, the Company reported return from investment of 523.97 million Baht,
(equivalent to 5.4% returns on investment), which comprises of 340.55 million Baht investment
incomes from interest and dividends, and 183.41 million Baht profits from investment. The growth
of investment assets in 2013 compared to the year 2012 was 7.8 percent, and the investment

return in 2013 increased 22.3 percent from the year 2012.
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Investment Assets (Including Cash and Cash Investment Portfolio 2013
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Financial Position

Assets
(1) Components of assets

As of 31 December 2013, the Company’s total assets amounted to Baht
12,277.76 million, representing an increase of 8.18% from the previous year. The
assets comprise Cash and cash equivalent, Investments assets, Property foreclosed,
Property, buildings and equipment, Reinsurance assets, Accrued investment income,
Premium receivables, Intangible assets, Deferred tax assets and Other assets. The

reasons for the significant change in assets compared to last year are as follows:

1. Investment assets in 2013 totalled 9,724.75 million Baht, increased by
810.79 million Baht and equivalent to 79.21% of total assets, represents an
increase 9.10% from 2012. The company’s investment assets comprises of
held-to- maturity investment 7,526.29 million Baht or equivalent to 61.30% of
total assets, represents an increased from the previous year by 17.36%, or
1,113.54 million Baht, and available-for-sale investments in 2013 totalled 2,183.42
million Baht, equivalent to 17.78% of total assets , was lower than last year by
12.22% , or 303.98 million Baht.
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2. Cash and cash equivalent in 2013 totalled 333.84 million Baht was lower
than last year by 19.02% , or 78.38 million Baht.

3. Property, buildings and equipment in 2013 totalled 481.2 million Baht

increased by 146.8 million Baht , represents an increase 43.89% from 2013.

4. Reinsurance assets in 2013 totalled 139.2 million Baht was lower than
last year by 46.37%, or 120.3 million Baht because decreased in Insurance

reserve and loss refundable from reinsurers.
(2)  Quality of assets
- Account receivable (Premium receivables)

As at 31 December 2013, the Company has account receivable and breakdown

of overdue periods as follows: -

The Company has set the allowance for doubtful accounts amounted to 12.28 million Baht,
which has been considered, by the management, as a proper and adequate rate, based on the
Company’s experience of receiving the debt payments from agents. And the criteria for

calculation are as follows:

Overdue receivables over 6 to 12 months allowance for doubtful accounts
will be set at 50%

Overdue receivables over 12 months allowance for doubtful accounts
will be set at 100%

In 2013, the Company has Premium receivables turnover 33.51 days, which is considered

as a healthy condition in the insurance business.
- Loans

At present, the Company still has no policy to extend loans to the third party, except the

policy to provide the housing loans or emergency loans as welfare for its employees only.
- Investments in securities

The Company has its policy to diversify the risks of investment by selecting to invest in
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government bonds, state enterprises’ bonds, treasury bills, promissory notes, stocks, debentures

of leading companies, and unit trust, which have good returns and liquidity.

As at 31 December 2013, investment in securities are determined at fair value, and has
already recorded deficit changes in value of available-for-sale investments, amounted to 74.63

million Baht in equity.

Return on investment has increased from 4.59% in 2012 to 5.21% in 2013.
Liquidity
(A)  Cash fiow

In 2013, the Company recorded a 78.38 million Baht net decrease in Cash and cash
equivalents as a result of cash inflows from business operating activities amounting to 1,335.32
million Baht, which the Company used for investing and financing activities (dividend payment to

shareholders) amounting to 1,193.70 million Baht and 220 million Baht, respectively.

As at 31 December 2013, The Company has cash and cash equivalents 333.84 million
Baht which is considered by the Company as a proper amount due to the Company’s policy

to reserve liquidity for loss expenses and operating expenses at the end of the year.
(B)  Liquidity Ratio

The current ratio in 2013 is equal to 1.24 times , which is considered by the Company as an
appropriate ratio. One of the main short-term liabilities, which has an impact on the Company’s
liquidity is the loss reserve and outstanding claims amounted to 3,218.86 million Baht. The
Company considers that the current assets including cash and cash equivalent as well as
marketable securities, has reached the due date of repayment and has an adequate amount for

repayment of short-term liabilities.

Capital Expenditures

In 2013, the Company’s major capital expenditure was the acquisition of fixed assets
totalling 188.03 million Baht, most of which were spent on land acquisition of 143.32 million
Baht for headquarters’ building to support an expansion in business growth and establishment of
branch offices in order to render the loss service and underwriting service. Therefore, capital
expenditure must be spent on purchase of land and building, decoration of branch offices,
purchase of computer and office equipment, which are necessary for the operation of work, which

was undertaken with the aim to expand its underwriting business.
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Source of Funds

- Suitability of the capital structure

As at 31 December 2013, debt to equity ratio of the Company decreased from 2.92 times
in2012 to 2.77 times in 2013. This resulted in the rising of equity totalling 361.44 million Baht which
came from unappropriated retained earnings increased from the previous year to THB 649.97 million
and unrealized loss on revaluation of investment, which came from changes in fair value of

investments, decreased from the previous year to THB 288.53 million.

Capital structure of the Company consists of:

As at 31 December As at 31 December

2013 2012

Million Baht Million Baht

200.00 200.00
Premium on share capital 427.50 427.50

Issued and paid-up capital

Retained earnings
20.00

Appropriated - legal reserve 20.00
Unappropriated 2,687.34 2,037.37
(74.63) 213.90

3,260.20 100.00 2,898.77 100.00

Other components of equity

- Reason of changes in equity

The Annual General Meeting of Shareholders in 2013 approved the payment of a dividend
from the operating result of 2012 at the rate of 11.00 Baht; as a result, the retained earnings have
decreased by 220 million Baht; meanwhile, the net earnings in 2013, which are transferred to
retained earnings are amounted to 869.97 million Baht. In this year, the deficit on changes in
values of investments has increased from surplus 213.9 million Baht in 2012 to deficit 74.63 million
Baht in 2013. This affected the overview of equity as of the year end increased by 361.44 million

Baht or amounting to 12.47%.

- Liabilities

The Company’s liabilities at the end of 2013 are amounted to 9,017.56 million Baht,
increased by 567.42 million Baht from the previous year, or equal to 6.71%. The total liabilities,
which have increased, are the liabilities incurred from the operation under normal condition of

general business operation such as due to reinsurers, premium reserve, income tax payable and

other liabilities.
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Capital Fund Requirement as per the Insurance Against Loss Act B.E. 2535

The Company has allocated the reserves as provided in Clause 23 of the Insurance Against

Loss Act B.E.2535, as follows:

1. As at 31 December 2013, the Company’s premium reserve are amounted to 4,561
million Baht calculated according to the basis as specified in the Notification of the Ministry of

Commerce governing the appropriation of unearned premium reserves.

2. As at 31 December 2013, the Company’s loss reserve and outstanding claims, including

provision for losses incurred but not yet reported (IBNR) , are amounted to 3,218.86 million Baht.

As at 31 December 2013, the Company’s equity according to the Registrar Commandments
of the Risk-Based Capital of insurance companies, dated 31 August 2011 has determined that the
company must have a capital adequacy ratio of not less than 140%. As of 30 September 2013,
the company’s aforesaid ratio is 545.39% and the company still has the capital more than

requirement regulatory amounted to THB 3,582.86 million.

The Company’s Loss Ratio, a key specific ratio for the insurance industry, normally ranges
from 65% to 70%. In 2013 , the Loss Ratio stood at 60.65% which is considered as a healthy

condition in the motor insurance business.
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REPORT OF THE BOARD OF DIRECTORS’
RESPONSIBILITIES FOR FINANCIAL STATEMENTS

To the Shareholders

The Board of Directors is responsible for the Company financial statements of Syn Mun Kong
Insurance Public Company Limited including financial information presented in the Annual Report.
The financial statements were stated in accordance with generally accepted accounting principles,
applying the appropriate accounting policies and consistently adhered with careful discretion and
best estimation in the preparation. Beside, significant information was disclosed sufficiently in the
notes accompanying the financial statements for the benefit of shareholders and investors in a

transparent manner.

The Board of Directors has provided and maintained the appropriate and efficient internal
control system to reasonably ensure that the accounting data are accurate, complete, and
sufficient to maintain its assets and to prevent fraud and materially irregular operation. The Board
appointed the Audit Committee who comprises of Independent Directors to oversee the quality of
financial reports and internal control of the Company. The Audit Committee’s views regarding this

issue is disclosed in this Annual Report under the section of the Audit Committee’s Report.

The Board of Directors is of the opinion that the overall internal control system of the
Company is satisfactory and can bring about confidence that the Company financial statements
for the year ending 31 December 2013 are reliable and prepared in conformity with generally
accepted accounting principles and carried out accurately in accordance with law and all relevant

rules and regulations.

e — 7

Mr. Reungvit Dusdeesurapoj Mr. Reungdej Dusdeesurapoj

Chairman Chief Executive Officer
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The Risk Management Committee’s Report

To the Shareholders of Syn Mun Kong Public Company Limited

Having realized the importance of risk management and its effect on business operation, the
Company sets the policy requiring it to evaluate risks which have an effect on its operation. The
Company consequently has appointed the Risk Management Committee, consisting of Mr.Pradit
Rodloytuk as the Chairman of Risk Management Committee, Mr.Anuchart Chaiprapa and
Mr.Suvichakorn Chinapha as the member of Risk Management Committee, and Mr.Amornsak
Srimongkolchai as the secretary to the Risk Management Committee.

The Risk Management Committee has defined risk management policy together with effective
control activities in order to cover main process of work operation which is significant to the
business and which affects the reserve of Risk Based Capital. Then, it is required to report the risk
management performance to the Committee for their acknowledgement to ensure those will be
able to achieve the specified objectives.

In 2013, the Risk Management Committee had held 5 meetings totally. The significant agenda are as follows:
1. Risk Management Plan of the Year 2013

The Risk Management Committee organized the meeting with all business units of the
Company to let them propose risk management plans to the Committee to consider
and to set risk management plan.

2. Risk Evaluation

The Risk Management Committee had conducted risk evaluation covering various
aspects which might have an effect on the Company’s business operation and had
assigned responsible person for implementation.

3. Risk Management

The Risk Management Committee had established risk management covering strategic,
insurance, marketing, credit, operation, liquidity, and investment risks.

4. Monitoring Risk Management

The Risk Management Committee had monitored significant risk factors which may
affect the Company to be in accordance with its guideline and strategy by holding
conjoint meetings with all relevant units every quarter in order to manage risks to
acceptable level as defined in the Company’s risk management plan as well as to give
advice regarding important matters to enhance more effective risk management of the
Company.

5. Building a Risk Management Culture in the Organization
The Risk Management Committee had encouraged -cultivation of risk management

culture in the organization by letting all levels of staff involving in the management of
risks associated with their work responsibilities.

From the abovementioned operations, the Risk Management had conducted the work as
assigned by the Company’s Board of Directors. The Risk Management Committee had monitored
the accomplishment of risk management to ensure that the management of risk become effective.

Gt

Mr.Pradit Rodloytuk
The Chairman of Risk Management Committee
25th February 2014
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The Audit Committee’s Report

Dear Shareholders of Syn Mun Kong Insurance Public Company Limited

The Board of Directors of Syn Mun Kong Public Company Limited has appointed the Audit
Committee comprising 3 independent directors, Mr. Anuchata Chaiprapha as a Chairman of the
Audit Committee, Mr. Wisait Panutat and Mr. Suvichakorn Chinapha as a Member of the Audit

Committee, and Mr. Amornsak Srimongkolchai as a Secretary to the Audit Committee.

The committee carried out Board-assigned duties. The committee’s policy focused on

conformance to corporate governance and on good internal controls.
In 2013, the Audit Committee held 10 meetings, which are summarized below.

1. To review the interim financial statements and the annual financial statements of the
Company before submit to the Board of Directors considering whether they are in
accordance with the accounting standards, related party disclosures, related transactions,

or the transactions which may have any conflict of interest.

2. Together with the external auditor and the head of the Office of Corporate Audit, the
committee reviewed the internal control system for each quarter with a focus on
operation, resource consumption, stewardship of properties, and prevention or
minimization of errors, losses, waste, and fraud. The committee also reviewed the
credibility of financial reports. The external auditor agreed that no significant issues or

shortcomings had been detected.

3. Review of corporate governance against the designed business processes, the committee
found that businesses had been conducted with virtue, and had complied with securities
and securities exchange legislation, SET’s requirements, and other legislation relevant to
its businesses.

4, The committee reviewed the Office of Corporate Audit’s plans, its annual and long-term
audit plans, as well as their implementation. The audit findings were reviewed and
recommendations were given to follow up the corrective actions of key items, thus

leading to good corporate governance and adequate internal controls.

5. To consider the qualification and the independence of auditor and propose the nomination
and remuneration of the Company’s independent auditor.

6. The Audit Committee performed self-assessment for the year 2013. The result is
satisfactory and already reported to the Company’s Board of Directors.

The Audit Committee has an access to the unspecified data and has consultation with the
management, internal audit department and independent auditor. The Audit Committee is of the
opinion that the Company has an appropriate internal control system. Besides, the good corporate

(ol

Mr. Anuchata Chaiprapha

governance has been developed.

Chairman of the Audit Committee
7 February 2014
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Independent Auditor’s Report

To the Shareholders of Syn Mun Kong Insurance Public Company Limited

| have audited the accompanying financial statements of Syn Mun Kong Public Company Limited
which comprise the statement of financial position as at 31 December 2013, and the related
statements of income, comprehensive income, changes in equity and cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Thai Financial Reporting Standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. |
conducted my audits in accordance with Thai Standards on Auditing. Those standards require that
I comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement. An audit involves
performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Syn Mun Kong Insurance Public Company Limited as at 31 December 2013,
and its financial performance and cash flows for the year then ended, in accordance with Thai

Financial Reporting Standards.
W fon

Nonglak Pumnoi
Certified Public Accountant (Thailand) No. 4172
EY Office Limited
(Formarly know as Ernst & Yong Office Limited)
Bangkok: 25 February 2014
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Statements of financial position o0 sy

Syn Mun Kong Insurance Public Company Limited
Statements of financial position

As at 31 December 2013

(Unit: Baht)

Note
Assets
Cash and cash equivalent 6
Accrued investment income
Premium receivables 7
Reinsurance assets 8
Investments assets

Investments in securities

Available-for-sale investments 9.1
Held-to-maturity investments 9.2
Other investments 9.3
Loans 10

Properties foreclosed

Property, buildings and equipment 11
Intangible assets 12
Deferred tax assets 13
Other assets 14

Total assets

The accompanying notes are an integral part of the financial statements.
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Statements of financial position (Continued)

Syn Mun Kong Insurance Public Company Limited
Statements of financial position (Continued)

As at 31 December 2013

(Unit: Baht)

‘ Note ‘
Liabilities and equity
Liabilities
Income tax payable
Due to reinsurers 15

Insurance contract liabilities

Loss reserves and outstanding claims 16
Premium reserve 171
Employee benefit obligations 18
Deferred tax liabilities 13
Other liabilities 19

Total liabilities

Equity
Share capital
Registered
20,000,000 ordinary shares of Baht 10 each
Issued and paid up
20,000,000 ordinary shares of Baht 10 each
Premium on share capital
Retained earnings
Appropriated - Legal reserve 21
Unappropriated
Other components of equity
Total equity

Total liabilities and equity

The accompanying notes are an integral part of the financial statements.
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Statements of income (T & (4

Syn Mun Kong Insurance Public Company Limited
Statements of income
For the year ended 31 December 2013

(Unit: Baht)
Note
Income
Net earned premium 22
Fee and commissions income 22

Total income
Expenses
Underwriting

Claim expenses

Claims and losses adjustment expenses 22
Commissions and brokerages expenses 22
Other underwriting expenses 22

Contribution to Road Accident Victims Protection
Company Limited 22

Operating expenses 22,23
Total underwriting expense
Profit from underwriting
Net investment income
Profit from investments
Fair value losses on trading investments
Other income
Profit from operations
Contribution to the Office of Insurance Commission
Contribution to the General Insurance Fund 30
Contribution to the Victims Compensation Fund
Profit before income tax expenses
Income tax expenses 13

Profit for the year

Earnings per share

Basic earnings per share

Profit for the year

The accompanying notes are an integral part of the financial statements.
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Balance as at 1 January 2012
Dividend paid (Note 20)
Total comprehensive income for the year

Balance as at 31 December 2012

Balance as at 1 January 2013
Dividend paid (Note 20)
Total comprehensive income for the year

Balance as at 31 December 2013

Syn Mun Kong Insurance Public Company Limited
Statements of comprehensive income
For the year ended 31 December 2013

Note

Profit for the year
Other comprehensive income:

Gains (losses) on change in values of available-for-sale

investments
Income tax relating to components of
other comprehensive income
Other comprehensive income for the year - net of tax

Total comprehensive income for the year

Statements of comprehensive income

(Unit: Baht)

2013

869,970,436

(360,668,246)

72,133,649

(288,534,597)

581,435,839

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

W . y :
A 0\ W 0\ Statements of changes in equity

Syn Mun Kong Insurance Public Company Limited
Statements of changes in equity
For the year ended 31 December 2013

Issued and Retained earnings
Premium on
paid-up Appropriated
share capital Unappropriated
share capital legal reserve

427,500,000 1,590,292,910
(180,000,000)

627,072,338

2,037,365,248

427,500,000

427,500,000 2,037,365,248
(220,000,000)

869,970,436

2,687,335,684

427,500,000

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

(Unit: Baht)

Other components of equity

Other comprehensive income
Total other

Surplus (deficit) on changes

: : components of
in value of available-

: equity
for-sale investments

(2,858,960)

216,759,050

213,900,090

213,900,090

(288,534,597)

74,634,507
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Statements of cash flow

Syn Mun Kong Insurance Public Company Limited
Statements of cash flow
For the year ended 31 December 2013

(Unit: Baht)

Cash flows from operating activities
Direct premium written
Cash paid for reinsurance
Losses incurred on direct insurance
Loss adjustment expenses on direct insurance
Commissions and brokerages on direct insurance
Other underwriting expenses
Interest income
Dividend income
Other income
Operating expenses
Corporate income tax
Net cash from operating activities
Cash flows from investing activities
Cash flows from
Investments in securities
Loans
Deposits at financial institutions
Property and equipment
Net cash from investing activities
Cash flows used in
Investments in securities
Loans
Deposits at financial institutions
Property and equipment

Net cash used in investing activities

Net cash used in investing activities

The accompanying notes are an integral part of the financial statements.
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Statements of cash flow (Continued)

Syn Mun Kong Insurance Public Company Limited
Statements of cash flow (Continued)
For the year ended 31 December 2013

(Unit: Baht)

Cash flows from financing activities

Dividend paid

Net cash used in financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

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

Supplemental cash flows information
Non-cash item

Gains (losses) on changes in values of available-for-sale
investments - net of income tax

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

Annual Report 2013 / Syn Mun Kong Insurance Plc.




Notes to financial statements

For the year ended 31 December 2013
1.

General information

Syn Mun Kong Insurance Public Company Limited (“the Company”) is a public company
incorporated and domiciled in Thailand. The Company is principally engaged in the provision
of non-life insurance. The registered office of the Company is at 313 Srinakarin Road,

Huamark, Bangkapi, Bangkok.
Basis of preparation

The financial statements have been prepared in accordance with Thai Financial Reporting
Standards enunciated under the Accounting Professions Act B.E. 2547, and in accordance
with Thai accounting practices related to insurance and the accounting and reporting
guidelines prescribed by the Office of Insurance Commission (*OIC”). The presentation of the
financial statements has been made in compliance with the Declaration of the Insurance
Commission dated 27 May 2010.

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

language financial statements.

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

disclosed in the accounting policies.
New accounting standards

Below is a summary of accounting standards that became effective in the current accounting

year and those that will become effective in the future.

(a) Accounting standards that became effective in the current accounting year
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These accounting standards, financial reporting standard, accounting standard interpretations
and accounting treatment guidance do not have any significant impact on the financial
statements. For TAS 12 Income Taxes, this standard does not have any impact to the company’s

financial statement since the Company had early adopted before the effective date.

(b) Accounting standards that will become effective in the future

Annual Report 2013 / Syn Mun Kong Insurance Plc.



g

190

The management of the Company has assessed the effect of the above accounting standard,

financial reporting standard, accounting standard interpretations and financial reporting
standard interpretations and believes that they are not relevant to the business of the Company,
except TFRS 4 Insurance Contracts, for which the management is still evaluating the first-year

impact to the financial statements and has yet to reach a conclusion.

4. Significant accounting policies

41 Revenue recognition
(@) Premium income

Premium income consists of direct premium and reinsurance premium less premium
of canceled policies and premiums refunded to policy holders and adjust with

unearned premium reserve.

Direct premium income is recognised on the date the insurance policy comes into
effect. For long-term insurance policies with coverage periods of longer than 1 year,
related revenues are recorded as unearned items, and recognised as income over

the coverage period.
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4.2

Reinsurance premium income is recognised as income when the reinsurer places

the reinsurance application or the statement of accounts with the Company.
Commission and brokerage fee income

Commission and brokerage fee from ceded premium are recognised as income

when services have been rendered to the reinsurers.

Commission and brokerage fees from ceded premium with coverage periods longer
than 1 year are recorded as unearned items and recognised as income over the

coverage period.

Interest income

Interest income is recognised on an accrual basis based on the effective interest rate.
Dividends

Dividends are recognised when the right to receive the dividends is established.
Gain (loss) on investment

Gain (loss) on investment is recognised as income or expense on the transaction date.
Interest income on loan

Interest on loan is recognised as income on an accrual basis, based on the amount

of principal outstanding.

Expenses recognition

(@)

Ceded premium

Ceded premium is recognised as expense when the insurance risk is transferred to

another insurer.

Commission and brokerage fees expenses

Commissions and brokerages are expended when incurred.
Claims and losses adjustment expenses

Claims and losses adjustment expenses consist of claims and losses adjustment
expenses of direct insurance and reinsurance, and include the amounts of the
claims, related expenses, and loss adjustments of the current and prior period
incurred during the year, less residual value and other recoveries (if any), and claims

refundable from reinsurers.

Claims and losses adjustment expenses of direct insurance are recognised upon
the receipt of the claims advice from the insured, based on the claims notified by

the insured and estimates made by the Company’s management. The maximum
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value of claims estimated is not however, to exceed the sum-insured under the

relevant policy.

Claims and losses adjustment expenses of reinsurance are recognised as expenses
when the reinsurer places the loss advice or the statement of accounts with the

Company.
4.3 Cash and cash equivalents

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

withdrawal restrictions.

4.4 Premium receivables and allowance for doubtful accounts

Premium receivable from both direct and reinsurance is stated at its net realisable
value. The Company set up an allowance for doubtful accounts based on the estimated
loss that may incur in collection of the premium receivables, on the basis of collection
experiences, analysis of debtor aging and a review of current status of the premium

receivables as at the end of reporting period.

4.5 Reinsurance assets and due to reinsurers

(a) Reinsurance assets are stated at the outstanding balance of amount due from
reinsurers, amounts deposit on reinsurance, and insurance reserve refundable from

reinsurers.

Amounts due from reinsurers consist of accrued commission and brokerage income,
claims and various other items receivable from reinsurers, excluding reinsurance
premium receivable, less allowance for doubtful accounts. The Company records
allowance for doubtful accounts for the estimated losses that may be incurred due

to inability to make collection, taking into account collection experience and the

status of receivables from reinsurers as at the end of the eporting period.

Insurance reserve refundable from reinsurers is estimated based on the related
reinsurance contract of premium reserve, loss reserve and outstanding claims in

accordance with the law regarding insurance reserve calculation.

(b) Amounts due from reinsurers are stated at the outstanding balance payable from

reinsurance and amounts withheld on reinsurance.

Amounts due to reinsurers consist of reinsurance premiums and other items payable

to reinsurers, excluding claims.

The Company presents net of reinsurance to the same entity (reinsurance assets or

amounts due to reinsurers) when the following criteria for offsetting are met.
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4.6

4.7

4.8

(1) The entity has a legal right to offset amounts presented in the statements of

financial position, and

(2) The entity intends to receive or pay the net amount recognised in the statements of

financial position, or to realise the asset at the same time as it pays the liability.

Investments in securities
(a) Investments in securities held for trading are stated at fair value. Changes in the fair

value of these securities are recorded in profit or loss.

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

recorded in profit or loss when the securities are sold.

(c) Investments in debt securities, both due within one year and expected to be held to
maturity, are recorded at amortised cost. The premium/discount on debt securities
is amortised/accreted by the effective rate method with the amortised/accreted

amount presented as an adjustment to the interest income.

(d) Investments in non-marketable equity securities, which the Company classifies as

other investments, are stated at cost net of allowance for impairment (if any).

The fair value of marketable security is based on the latest bid price of the last working
day of the year. The fair value of debt instrument is determined based on yield rate
quoted by the Thai Bond Market Association. The fair value of unit trust is determined

from its net asset value.
The weighted average method is used for computation of the cost of investments.

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

Loans and allowance for doubtful accounts

Loans are stated at net realisable value. Allowance for doubtful accounts is provided for
the estimated losses that may be incurred in collection of loans based on an evaluation
of the current status of the debtors, taking into consideration the recovery risk and the
value of collateral. Increase (decrease) in an allowance for doubtful accounts is recognised

as an expense during the year.
Properties foreclosed

Properties foreclosed as stipulated by the OIC are presented at cost less allowance for
loss on impairment. Such properties foreclosed consist of (1) properties that belong to
the Company as a result of debt settlement or the Company’s purchase of properties

mortgaged with the Company through an auction held by order of a court or the official
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receiver, together with possession of properties as a result of finance leasing or hire
purchase; (2) land, buildings and other properties, including leasehold rights, to be used

for business operations or for employees and that are no longer used for that purpose.
4.9 Property, buildings and equipment and depreciation

Land is stated at cost. Buildings and equipment are stated at cost less accumulated

depreciation and allowance for loss on impairment of assets (if any).

Depreciation of buildings and equipment is calculated by reference to their costs on the

straight-line basis over the following estimated useful lives:

Buildings - 20 years

Leasehold improvement - Over the lease term
Furniture and fixtures and Office equipment - 3 years and 5 years
Motor vehicles - 5 years

Depreciation is included in determining income.
No depreciation is provided on land and construction in progress.

An item of property, buildings and equipment is derecognised upon disposal or when no
future economic benefits are expected from its use or disposal. Any gain or loss arising

on disposal of an asset is included in profit or loss when the asset is derecognised.
4.10 Intangible assets and amortisation

Intangible assets are carried at cost less any accumulated amortisation and any

accumulated impairment losses (if any).

Intangible assets with finite lives are amortised on a systematic basis over the economic
useful life and tested for impairment whenever there is an indication that the intangible
asset may be impaired. The amortisation period and the amortisation method of such
intangible assets are reviewed at least at each financial year end. The amortisation

expense is charged to profit or loss.

The useful lives of intangible assets with finite useful lives which are computer software

are 10 years.
4.11 Related party transactions

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

the Company.

They also include individuals which directly or indirectly own a voting interest in the

Company that gives them significant influence over the Company, key management
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personnel, directors, and officers with authority in the planning and direction of the

Company’s operations.

4.12 Loss reserve and outstanding claims

413

Outstanding claims are recorded at the amount to be actually paid. Loss reserve is
provided upon receipt of claim advices from the insured based on the claims notified
by the insured and estimates made by the Company’s management. The maximum
value of claims estimate is not however, to exceed the sum-insured under the relevant

policy.

The Company has allocated IBNR, which is calculated using an actuarial method
based on a best estimate of claims which are expected to be paid in respect of
losses occurring before or as at the reporting period. The IBNR is calculated for

both reported and not reported losses, and net of recorded claims.

Premium reserve

Premium reserve consists of unearned premium reserve and unexpired risk reserve.
(@) Unearned premium reserve

Unearned premium reserve is calculated based on direct premium before deducting

premium ceded as follows:

Bail bond - 70% of premium as from the date
policy is effective

(b) Unexpired risk reserve

Unexpired risk reserve is the reserve for the claims that may be incurred in
respect of in-force policies. Unexpired risk reserve is set aside using an actuarial
method, at the best estimate of the claims that are expected be incurred during the

remaining period of coverage, based on historical claims data.

As at the end of reporting period, the Company compares the amounts of unexpired risk

reserve with unearned premium reserve, and if unexpired risk reserve is higher than unearned

premium reserve, the difference is recognised as unexpired risk reserve in the financial

statements.

4.14

Long-term leases

Leases of property, buildings or equipment which do not transfer substantially all the

W
N\
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risks and rewards of ownership are classified as operating leases. Operating lease
payments are recognised as an expense in profit or loss on a straight line basis over

the lease term.
4.15 Foreign currencies

The financial statements are presented in Baht, which is also the Company’s functional

currency.

Transactions in foreign currencies are translated into Baht at the exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are translated into Baht at the exchange rate ruling at the end of reporting

period.
Gains and losses on exchange are included in determining income.
4.16 Impairment of assets

At the end of each reporting period, the Company performs impairment reviews in
respect of the property, buildings and equipment and intangible assets whenever events
or changes in circumstances indicate that an asset may be impaired. The Company
also carries out annual impairment reviews in respect of goodwill. An impairment loss is
recognised when the recoverable amount of an asset, which is the higher of the asset’s

fair value less costs to sell and its value in use, is less than the carrying amount.
An impairment loss is recognised in profit or loss.

In the assessment of asset impairment if there is any indication that previously recognised
impairment losses may no longer exist or may have decreased, the Company estimates
the asset’s recoverable amount. A previously recognised impairment loss is reversed
only if there has been a change in the assumptions used to determine the asset’s
recoverable amount since the last impairment loss was recognised. The increased
carrying amount of the asset attributable to a reversal of an impairment loss shall not
exceed the carrying amount that would have been determined had no impairment loss

been recognised for the asset in prior years. Such reversal is recognised in profit or loss.
4.17 Employee benefits
Short-term employee benefits

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

expenses when incurred.

Post-employment benefits and other long-term employee benefits

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

when incurred.
Defined benefit plans and other long-term employee benefits

The Company has obligations in respect of the severance payments it must make to
employees upon retirement under labor law and other employee benefit plans. The
Company treats these severance payment obligations as a defined benefit plan. In
addition, the Company provides other long-term employee benefit plan, namely long

service awards.

The obligation under the defined benefit plan and other long-term employee benefit
plans is determined by Independent actuary a based on actuarial techniques, using the

projected unit credit method.

Actuarial gains and losses arising from post-employment benefits and other long-term

benefits are recognised immediately in profit or loss.
418 Provisions

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

of the obligation.
4.19 Income tax

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

deferred tax.
Current tax

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

legislation.
Deferred tax

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

using the tax rates enacted at the end of the reporting period.

The Company recognises deferred tax liabilities for all taxable temporary differences
while it recognises deferred tax assets for all deductible temporary differences to the

extent that it is probable that future taxable profit will be available against which such
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deductible temporary differences can be utilised.

At each reporting period, the Company reviews and reduces the carrying amount of
deferred tax assets to the extent that it is no longer probable that sufficient taxable

profit will be available to allow all or part of the deferred tax asset to be utilised.

The Company records deferred tax directly to equity if the tax relates to items that are

recorded directly to equity.
5. Significant accounting judgements and estimates

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

estimates are as follows:

Leases

In determining whether a lease is to be classified as an operating lease or finance lease, the
management is required to use judgement regarding whether significant risk and rewards of
ownership of the leased asset has been transferred, taking into consideration terms and

conditions of the arrangement.
Allowance for doubtful accounts

In determining an allowance for doubtful accounts, the management needs to make judgement
and estimates based upon, among other things, past collection history, aging profile of

outstanding debts and the prevailing economic condition.
Impairment of investments in securities

The Company treats available-for-sale investments and other investments as impaired when
there has been a significant or prolonged decline in the fair value below their cost or where
other objective evidence of impairment exists. The determination of what is “significant” or

“prolonged” requires judgement of the management.
Property, buildings and equipment/Depreciation

In determining depreciation of buildings and equipment, the management is required to make
estimates of the useful lives and residual values of the buildings and equipment and to review

estimate useful lives and residual values when there are any changes.

In addition, the management is required to review property, buildings and equipment for
impairment on a periodical basis and record impairment losses when it is determined that
their recoverable amount is lower than the carrying amount. This requires judgements regarding

forecast of future revenues and expenses relating to the assets subject to the review.
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Intangible assets

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

present value of those cash flows.
Deferred tax assets

Deferred tax assets are recognised for deductible temporary differences to the extent that it
is probable that taxable profit will be available against which the temporary differences can
be utilised. Significant management judgement is required to determine the amount of
deferred tax assets that can be recognised, based upon the likely timing and level of estimate

future taxable profits.
Loss reserve and outstanding claims

At the end of each reporting period, the Company has to estimate loss reserve and outstanding
claims taking into account two factors. These are the claims incurred and reported, and the
claims incurred but not reported (IBNR). The ultimate cost of outstanding claims is established
using a range of standard actuarial claims projection techniques, such as the Chain Ladder

and Bornheutter-Ferguson methods.

The main assumptions underlying these techniques relate to historical experience, including
the development of claims estimates, paid and incurred losses, average costs per claim and
claim numbers etc. To perform the calculation, it is necessary to perform analysis based on
the type of insurance and to use the services of an actuary with expertise, experience, and an

understanding of the insurance business and the Company’s products.
Nevertheless, such estimates are forecasts of future outcomes, and actual results could differ.

In this regard, the OIC has allowed reserves for loss that has been incurred but not yet
reported (IBNR) to be calculated and certified by the management of company that have

received permission from the OIC.
Unexpired risk reserve

Unexpired risk reserve is calculated using an actuarial method, based on a best estimate of
the claims expected to be paid over the remaining term of the insurance. Estimating the
reserve requires the management to exercise judgment, with reference to historical data and

the best estimates available at the time.

Post-employment benefits under defined benefit plans and other long-term employee benefits

The obligation under the defined benefit plan and other long-term employee benefit plans is
determined based on actuarial techniques. Such determination is made based on various
assumptions, including discount rate, future salary increase rate, mortality rate and staff

turnover rate.
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Litigation

The Company has contingent liabilities as a result of litigation. The Company’s management
has used judgement to assess of the results of the litigation and believes that losses incurred

will not exceed the recorded amounts as at the end of reporting period.

6. Cash and cash equivalents

(Unit: Baht)

Cash on hand

Deposits at banks with no fixed maturity date
Deposits at banks with fixed maturity date
Total cash and deposits at financial institutions

Short-term investment which amounts maturing
within 3 months

Less: Deposits at banks which amounts maturing
in over 3 months
Deposits at banks which subject to restrictions

Cash and cash equivalents

As at 31 December 2013 and 2012, fixed deposits have been used to secure in the following

cases.

(Unit: Baht)

Deposits at banks which pledged:
Bank overdrafts
Electricity supply and communications usage
Court bond under motor insurance policies

Letter of guarantees

As at 31 December 2013, bank deposits in saving account, fixed deposits and short-term
investment carried interest between 0.50 and 4.00 percent per annum (2012: between 0.50

and 3.30 percent per annum).
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7. Premium receivables

The balances as at 31 December 2013 and 2012 of premium receivables are classified by

aging from the maturity date under the stipulated law of the premium collection as follows:

(Unit: Baht)

Due from

Due from | agents and | Due from

insured brokers reinsurers
Not yet due
Not over 30 days
Over 30 days to 60 days
Over 60 days to 90 days
Over 90 days to 1 year
Over 1 year
Total premium receivables
Less: Allowance for doubtful accounts

Total premium receivables, net

(Unit: Baht)

Due from
Due from | agents and | Due from
insured brokers reinsurers

Not yet due

Not over 30 days

Over 30 days to 60 days

Over 60 days to 90 days

Over 90 days to 1 year

Over 1 year

Total premium receivables

Less: Allowance for doubtful accounts

Total premium receivables, net

For premium receivables due form agents and brokers, the Company has stipulated the
collection guideline in accordance with the law of the premium collection. For overdue

premium receivables, the Company has the legal process with such agents and brokers.
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8. Reinsurance assets

(Unit: Baht)

Amounts deposit on reinsurance
Amounts due from reinsurers - net
Insurance reserve refundable from reinsurers

Reinsurance assets - net

The balances as at 31 December 2013 and 2012 of amounts due from reinsurers are classified
by aging as follows:
(Unit: Baht)

Not yet due

Not over 12 months

Over 1 Year

Total amounts due from reinsurers
Less: Allowance for doubtful account

Amounts due from reinsurances - net

9. Investments in securities

9.1 Available-for-sale investments

(Unit: Baht)

Percentage of Percentage of
Unrealised Unrealised investments to Unrealised Unrealised investments to
gains losses Fair Value total assets gains losses Fair Value total assets

Government and state enterprise securities
Equity securities

Total

Private enterprises securities
Equity securities

Unit trusts

Warrants

Total

Total available-for-sale investments
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9.2 Held-to-maturity investments

(Unit: Baht)

PIK] 2012

Percentage of

Percentage of

Cost/ investments Cost/
Amortised to total Amortised investments
cost assets cost to total assets

Government and state enterprise securities
Thai government bonds

State enterprise bonds

Notes

Debentures

Saving lotteries

Total

Private enterprises debt securities
Bonds

Bill of exchange

Debentures

Total

Less: Allowance for impairment
Total

Deposit at financial institutions which
amounts maturing in over 3 months

Deposit at bank
Total

Total held-to-maturity investments, net

9.3 Other investments

(Unit: Baht)

2013 2012

Percentage of Percentage of
investments to investments to
Cost total assets Cost total assets

Investment in non-listed companies
in Thailand

Total

Less: Allowance for impairment

Total other investments, net
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9.4 Maturity of debt securities

(Unit: Baht)

| 2013 2012
Within 1 year Total__| Within 1 year Tota

Held-to-maturity investments
Government and state enterprise securities
Thai government bonds

State enterprise bonds

Notes

Debentures

Others

Total

Private enterprises debt securities
Bonds

Bill of exchange

Debentures

Total

Less: Allowance for impairment
Total

Deposit at financial institutions which amounts
maturing in over 3 months

Deposit at banks

Total

Total held-to-maturity investments
As at 31 December 2013, the Company pledged bonds with fair value totaling Baht 27 million
(2012: Baht 28 million) as a security for cases brought against insured drivers, and Baht 14
million (2012: Baht 14 million) have been placed as a security with the Registrar under the

Non-life Insurance Act.

As at 31 December 2013, the Company pledged bonds with fair value totaling Baht 1,228
million (2012: Baht 919 million) and debentures with fair value totaling Baht 92 million (2012:
Baht 92 million) as non-life insurance policy reserve with the Registrar under the Non-life

Insurance Act.
10. Loans and accrued interest

As at 31 December 2013, the balances of loans and accrued interest are aged by principal

and accrued interest as follows:

(Unit: Baht)

Colaterised loans Other loans

Accrued Accrued Accrued
Outstanding period PrlnC|paI mterest PrlnC|paI mterest PrlnC|paI mterest Total

Not yet due

As at 31 December 2012, the balances of loans and accrued interest are aged by principal
and accrued interest as follows:

(Unit: Baht)

Collaterised loans Other loans

Accrued Accrued Accrued
Outstanding period | Principal interest Principal interest Principal interest Total

Not yet due
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Loans provided to employees are in accordance with employee’s benefits plan under a credit

line of Baht 20,000 or less for personal guarantee loans. As for a loan with collateral, the

Company categorises ranks of borrowers into 3 levels: (1) general employees are entitled to a

loan facility of not exceeding Baht 500,000, (2) heads of units or departments are entitled to a

loan facility of not exceeding Baht 1 million, and (3) assistant managers up are entitled to a

loan facility of not exceeding Baht 3 million. In this regard, the loan facility shall not exceed

80% of value of assets. The loans bear interest at the rate of 1-year fixed deposit rate plus 2

percent per annum of Siam Commercial Bank. The interest shall be increased every quarter.

As at 31 December 2013, loans to employees amounted to Baht 7.91 million (2012: Baht 6.67

million).

11. Property, buildings and equipment

Buildings and Furniture,
Leasehold fixtures and
improvement equipment
Cost
As at 1 January 2012
Additions
Disposals

Transfers in (out)

Write-off

Adjustments

As at 31 December 2012
Additions

Disposals

Transfers in (out)

Write-off

Adjustments

As at 31 December 2013
Accumulated depreciation
As at 1 January 2012
Depreciation for the year
Depreciation on disposals
Depreciation on write-off
Depreciation on adjustments
As at 31 December 2012
Depreciation for the year
Depreciation on disposals
Depreciation on write-off
Depreciation on adjustments
As at 31 December 2013
Allowance for impairment
As at 1 January 2012
Increase during the year
Decrease during the year
As at 31 December 2012
Increase during the year
Decrease during the year
As at 31 December 2013
Net book value

As at 31 December 2012
As at 31 December 2013
Depreciation for the year
2012

2013

(Unit: Baht)

Construction in
progress

Motor vehicles

WN
N\
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As at 31 December 2013, certain buildings, motor vehicles and equipment items have been
fully depreciated but are still in use. The gross carrying amount (before deducting accumulated
depreciation and allowance for impairment) of those assets amounted to approximately Baht
501 million (2012: Baht 455 million).

12. Intangible assets

The net book value of intangible assets as at 31 December 2013 and 2012 is presented below.
(Unit: Baht)

Computer

software
Computer under

software development
As at 31 December 2013
Cost
Less: Accumulated amortisation

Net book value

As at 31 December 2012
Cost
Less: Accumulated amortisation

Net book value

A reconciliation of the net book value of intangible assets for the years 2013 and 2012 is

presented below.

(Unit: Baht)

| 2053 | 20

Net book value at beginning of year

Acquisition
Less: Amortisation

Net book value at end of year
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13. Deferred tax/corporate income tax

Corporate income tax expenses for the years ended 31 December 2013 and 2012 are made

up as follows:
(Unit: Baht)

| 3 | 20

Current income tax:

Current income tax charge

Adjustment in respect of current income tax
of previous year

Deferred tax:

Relating to origination and reversal of
temporary differences

Effects of changes in the applicable tax rates from
23 percent to 20 percent

Income tax expense reported in the statement
of income s
The amounts of income tax relating to each component of other comprehensive income for

the years ended 31 December 2013 and 2012 are as follows:

(Unit: Baht)

| 23 | 20

Deferred tax relating to gain on revaluation
of available-for-sale investments

Reconciliation between income tax expenses and the product of accounting profit multiplied

by the applicable tax rates for the years ended 31 December 2013 and 2012.

(Unit: Baht)

| 201 2012

Accounting profit before tax

Applicable tax rate

Accounting profit before tax multiplied by
applicable tax rate

Adjustment in respect of current income tax
of previous year

Deferred tax relating to origination and reversal of
temporary differences

Effects of changes in the applicable tax rates from
23 percent to 20 percent

Effects of:
Income tax exemption (13,277,628) (13,465,923)
Non-deductible expenses 40,068,388 74,192,827
Total

Income tax expenses reported in the statement of income
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As of 31 December 2013 and 2012, the components of deferred tax assets and deferred tax

liabilities are as follows:

(Unit: Baht)
| 2010 2012

Deferred tax assets

Net premium on debt securities

Allowance for doubtful accounts

Allowance for loss on impairment of investments

Allowance for loss on impairment of assets

Premium reserves

Provision for losses incurred but not yet reported (IBNR)

Loss reserve

Employee benefit obligations

Losses on changes in values of investments - available-
for-sale securities

Total

Deferred tax liabilities

Gains on changes in values of investments
- available-for-sale securities

Total

In October 2011, the cabinet passed a resolution to reduce the corporate income tax
rate from 30 percent to 23 percent in 2012, and then to 20 percent from 2013. In addition,
in order to comply with the resolution of the cabinet, in December 2011, the decreases in
tax rates for 2012 - 2014 were enacted through a royal decree. The Company reflected the

changes in tax rates in its deferred tax calculation, as presented above.

14. Other assets
(Unit: Baht)

| 20 2012

Cheques returned

Accounts receivable from agents
Guaranteed receivable

Receivables from sales of investments
Total other receivables

Less: Allowance for doubtful accounts
Other receivables - net

Suspense input vat

Advance to employees

Prepaid commission expenses
Deposits and retention

Leasehold right - net

Advance payment of ceded premium
Others

Total other assets
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15.

16.

17.

As at 31 December 2013 and 2012, the Company had overdue receivables and classified by

aging as follows:

(Unit: Baht)
| o013 | 2012 |
Age of receivables
Under 3 months
Over 3 months to 6 months
Over 6 months to 12 months
Over 12 months
Total

Due to reinsurers
(Unit: Baht)

| 201 2012

Outward premium payables
Amounts withheld on reinsurance
Others reinsurance payables
Total due to reinsurers

Loss reserves and outstanding claims
(Unit: Baht)

| 2012

Beginning balance

Claims and losses adjustment expenses for the year
Claims and losses adjustment expenses paid during the year
Ending balance

As at 31 December 2013 and 2012, the Company, which is a reinsurer under the reinsurance
contracts, has loss reserve and outstanding claims under such contracts of Baht 49.1 million

and Baht 84.4 million, respectively.
Premium reserve

17.1 Unearned premium reserve

(Unit: Baht)
| 201 | 2012 |
Beginning balance
Premium written for the year
Premium earned for the current year
Ending balance
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18.

17.2 Unexpired risk reserve

(Unit: Baht)

| 20 2012

Beginning balance

Estimated claims for the year
Risk expired during the year

Ending balance

Employee benefit obligations
(Unit: Baht)
| 201 | 2010 |
Short-term employee benefit

Reserves for retirement benefit and
other long-term employee benefits

Employee benefit obligations

Provision for long-term employee benefits, which is compensations on employees’ retirement
and other long-term employee benefit, was as follows:
(Unit: Baht)

| o | 201z |

Defined benefit obligation at beginning of year

Current service cost

Interest cost

Benefits paid during the year

Actuarial loss

Defined benefit obligation at end of year

Long-term employee benefit expenses included in the profit or loss was as follows:

(Unit: Baht)
| 25 | 2012 |
Current service cost
Interest cost
Actuarial loss recognised during the year

Total expense recognized in profit or loss
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Principal actuarial assumptions at the valuation date were as follows:

2013 2012
(% per annum) | (% per annum)

Discount rate

Future salary increase rate
Staff turnover rate

Gold price increase rate

Amounts of defined benefit obligation and experience adjustments on the obligation for the

current and previous two years are as follows:

(Unit: Baht)
Experience
Defined benefit adjustments
obligation on the obligation
Year 2013
Year 2012
Year 2011

19. Other liabilities

(Unit: Baht)

| 03 | 20w

Accrued commission expense

Suspense account - premium received
Accounts payable - insurance brokers
Accounts payable - others

Accounts payable - deposit money

Account payable - the Revenue Department
Accrued premium cancelled and refunded
Advance premium received

Accrued expenses

Payables from purchases of investments
Accrued Victims Compensation Fund
Accrued General Insurance Fund contribution
Reinsurance commission received in advance
Others

Total other liabilities
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20. Dividend
(Unit: Baht)

Total Dividend
Dividend Approved by dividends per share

Final dividends for 2012 Annual General Meeting of the
shareholder on 25 April 2013

Final dividends for 2011 Annual General Meeting of the
shareholder on 26 April 2012

21. Statutory reserve
Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is
required to set aside a statutory reserve at least 5% of its net income after deducting
accumulated deficit brought forward (if any), until the reserve reaches 10% of the registered
capital. The statutory reserve is not available for dividend distribution. At present, the statutory

reserve has fully been set aside.
22. Underwriting information reported by insurance categories

Underwriting information classified by insurance categories for the year ended 31 December
2013 is as follows:

(Unit: Baht)

Marine and Personal
transportation accident Miscellaneous

Underwriting income

Premium written

Less: Premium ceded

Net premium written

Less: Unearned

premium reserve

Earned premium

Fee and commissions income

Total underwriting income
Underwriting expenses

Claims and losses adjustment expenses
Commissions and brokerages expenses
Other underwriting expenses

Contribution to Road Accident Victims
Protection Co., Ltd.

Total underwriting expenses before
operating expenses

Operating expenses

Total underwriting expenses
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Underwriting information classified by insurance categories for the year ended 31 December

2012 is as follows:

Underwriting income

Premium written

Less: Premium ceded

Net premium written

Less: Unearned

premium reserve

Earned premium

Fee and commissions income

Total underwriting income
Underwriting expenses

Claims and losses adjustment expenses
Commissions and brokerages expenses
Other underwriting expenses

Contribution to Road Accident Victims
Protection Co., Ltd.

Total underwriting expenses before
operating expenses

Operating expenses

Total underwriting expenses

23. Operating expenses

Marine and
transportation

(Unit: Baht)

Personal
accident Miscellaneous Total

(Unit: Baht)

| 20 2012

Personel expenses which are not

expenses for underwriting and claims

Premises and equipment expenses

which is not expense for underwriting

Taxes and duties

Bad debts and doubtful accounts
Other operating expenses

Total operating expenses

24. Employee expenses

(Unit: Baht)

| 20

Salary and wages

Social security fund

Contribution to provident fund

Other benefits

Total employee expenses
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25. Provident fund

The Company and its employees have jointly established a provident fund in accordance with
the Provident Fund Act B.E. 2530. The fund is contributed to on a monthly basis; by the
employees at rate of 3% to 5% and by the Company at rate 5%, of basic salary. The fund,
which is managed by a fund manager which has been approved by the Ministry of Finance
will be paid to employees upon termination in accordance with the fund rules. During the year
2012, the Company contributed approximately Baht 13.54 million (2012: Baht 12.16 million) to
the Fund.

26. Basic earnings per share

Basic earnings per share is calculated by dividing profit for the year attributable to equity
holders of the Company (excluding other comprehensive income) by the weighted average

number of ordinary shares in issue during the year.
27. Directors and management’s remuneration

During the years ended 31 December 2013 and 2012, the Company had employee benefit

expenses of its directors and management as below.

(Unit: Million Baht)

| 201 | oon

Short-term employee benefits 24.03

Post-employment benefits 1.14

Other long-term benefits 0.77

Total

28. Assets pledged with the Registrar

As at 31 December 2013 and 2012, the following assets have been pledged with the Registrar

in accordance with the Non-Life Insurance Act.

(Unit: Million Baht)

2013 2012

Cost/ Amorlised Cost/ Amorlised
cost Fair value cost Fair value

State enterprise securities 14.00 14.00
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29. Assets reserved with the Registrar

30.

31.

32.

As at 31 December 2013 and 2012, the following assets have been pledged as non-life

insurance reserve with the Registrar in accordance with the Non-Life Insurance Act.

(Unit Million Baht)

I 2013 [ a2

Cost/ Amorlised Cost/ Amorlised
cost Fair value cost Fair value

121213

Government and state enterprise
securities

902.10
Private enterprises debt
securities 90.00

Total 1,302.13

90.00
992.10

Contribution to the General Insurance Fund
(Unit: Baht)
| o0 | o012

Accumulated contribution at the beginning of the year 54,555,863
22,150,341
76,706,204

Contribution during the year

Accumulated contribution at the end of the year

Operating lease commitments

The Company has entered into several lease agreements in respect of the lease of office
building space, equipment and other services. The term of the agreements are generally

between 3 and 25 years.

As at 31 December 2013 and 2012, future minimum lease payments required under these

non-cancellable operating leases contracts were as follows:

(Unit: Million Baht)

Payable : 2013 2012

In up to 1 year 254
In over 1 year and up to 5 years 19.8
In over 5 years

Bank guarantee

As at 31 December 2013, there were outstanding bank guarantees of Baht 1.2 million (2012:
Baht 0.9 million) issued by the banks on behalf of the Company in respect of certain

performance bonds as required in the normal course of business.
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33. Litigation

As at 31 December 2013, the Company has been sued for damaged totaling approximately
Baht 823 million (2012: Baht 622 million) as insurer. The total maximum sum insured per the
relevant policies is Baht 238 million (2012: Baht 208 million). The outcomes of these causes
have not yet been finalised but the Company has set aside reserves for its contingent losses

amounting to approximately Baht 238 million (2012: Baht 208 million).
34. Segment information

Operating segment information is reported in a manner consistent with the internal reports
that are regularly reviewed by the Chief Operating Decision Maker in order to make decisions
about the allocation of resources to the segment and assess its performance. The Chief

Operating Decision Maker has been identified as Managing Director.

The one main reportable operating segment of the Company is principally engaged in the
provision of non-life insurance and the single geographical area of its operations is Thailand.
Segment performance is measured based on operating profit or loss, on a basis consistent
with that used to measure operating profit or loss in the financial statements. As a result, all
of the revenues, operating profits and assets as reflected in these financial statements pertain

exclusively to the aforementioned reportable operating segment and geographical area.

For management purposes, the Company is organised into business units based on its
products, which consisted of Fire, Marine and Transportation , Motor, and Miscellaneous

insurance.

The Chief Operating Decision Maker monitors the operating results of the business units
separately for the purpose of making decisions about resource allocation and assessing
performance. Segment performance is measured based on operating profit or loss and on a

basis consistent with that used to measure operating profit or loss in the financial statements.
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The following tables present revenue and profit information regarding the Company’s operating

segments for the years ended 31 December 2013 and 2012, respectively

(Unit: Baht)

For the year ended 31 December 2013
Marine and
Fire Transportation or Miscellaneous Total

Underwriting income

Premium written

Less: Premium ceded

Net premium written

Add (less): Unearned premium reserve

Earned premium

Fee and commissions income

Total underwriting income

Underwriting expenses

Claims and losses adjustment expenses

Commissions and brokerages expenses

Other underwriting expenses
Contribution to Road

Accident Victims Protection Co., Ltd.

Total underwriting expenses before
operating expenses

Operating expenses

Total underwriting expenses
Profit from underwriting

Net investment income

Gains on investments

Other income

Other expenses

Profit before income tax expenses
Less: Income tax expenses

Profit for the year
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(Unit: Baht)

For the year ended 31 December 2012

Marine and
Fire Transportation Motor Miscellaneous Total

Underwriting income

Premium written

Less: Premium ceded

Net premium written

Less: Unearned premium reserve

Earned premium

Fee and commission income

Total underwriting income

Underwriting expenses

Claims and losses adjustment expenses

Commissions and brokerages expenses

Other underwriting expenses
Contribution to Road

Accident Victims Protection Co., Ltd.

Total underwriting expenses before
operating expenses

Operating expenses

Total underwriting expenses

Profit from underwriting

Net investment income

Gains on investments

Fair value losses on trading investments
Other income

Other expenses

Profit before income tax expenses
Less: Income tax expenses

Profit for the year

The following table presents segment assets and liabilities of the Company’s operating segments
as at 30 December 2013 and 2012.

(Unit: Baht)
Marine and Total Unallocated
Fire Transportation Motor Miscellaneou segments assets Total

Assets
As at 31 December 2013
As at 31 December 2012

Liabilities
As at 31 December 2013
As at 31 December 2012
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35.

Geographic _information

The Company operate in Thailand only. As a result, all of the revenues and assets as reflected

in these financial statements pertain exclusively to this geographical reportable segment.

Major customers

For the years 2013 and 2012, the Company has no major customer with revenue of 10 percent

or more of the Company’s gross premium.
Financial instruments

35.1 Financial risk management
The Company’s financial instruments, as defined under Thai Accounting Standard No.107
“Financial Instruments: Disclosure and Presentations”, principally comprise cash and cash
equivalents, premiums receivable, investments in securities, and loans. The financial risks
associated with these financial instruments and how they are managed is described

below.
Credit risk

The Company is exposed to credit risk primarily with respect to premium receivables,
loans and other accounts receivable. The Company manages the risk by adopting
appropriate credit control policies and procedures and therefore does not expect to
incur material financial losses. In addition, concentrations of the credit risk with respect
to premiums due and uncollected are insignificant, due to the large number of customers
comprising the customer base and their dispersion across different industries and
geographic regions in Thailand. The maximum exposure to credit risk is the book value
of assets after deduction of allowance for doubtful accounts as presented in the

statements of financial position.
Interest rate risk

The Company’s exposure to interest rate risk relates primarily to its investments in

securities, loans and deposits at financial institutions.

The Company’s exposure to interest rate risk relates to loans is low because most of
loans bear floating interest rate. Whenever market rate is significantly higher than the
rate in loans’ agreement, the Company can adjust the interest without deniable by
borrower according to the defined criteria in loan agreement between the Company and

borrower for loans which bear fixed interest rate.

Significant financial assets classified by type of interest rate are summarised in the
table below, with those financial assets that carry fixed interest rates further classified

based on the maturity date, or the repricing date if this occurs before the maturity date.
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(Unit: Baht)

As at 31 December 2013
Fixed interest rates
Remaining periods to repricing dates Effective
or maturity dates Floating interest rate

Within Over interest Non-interest (% per
1 year 1 -5 years 5 years rate bearing Total annum)
2,077,757,560

1,094,493.177
7,902,899

Investments in securities

1,115,316.896
790,828,112
117,567

Government and state enterprise securities

Private enterprise debt securities

7,510,409

Loans

Cash and Deposits at
885,000,000

2,791,262,575

200,361,318

207,871,727

4,687,874,317

7,868,027,953

financial institutions
Total

(Unit: Baht)
As at 31 December 2012
Remaining periods to repricing dates Effective
or maturity dates Floating interest rate

Within Over interest Non-interest (% per
1 year 1 -5 years 5 years rate bearing Total annum)
1,792,255,839

915,454,696
6,671,546

Investments in securities

1,088,485,835
631,105,509
173,813

Government and state enterprise securities

6,190,785

Private enterprise debt securities

Loans

Cash and Deposits at
900,000,000

2,619,765,157

35.2 Fair value of financial instruments

220,307,625

226,498 410

4,112,258,378

6,826,640.459

financial institutions
Total

A fair value is the amount for which an asset can be exchanged or a liability settled
between knowledgeable, willing parties in an arm’s length transaction. The fair value is
determined by reference to the market price of the financial instrument or by using an
appropriate valuation technique if the appropriate market price cannot be determined,

depending on the nature of the instrument.

The following methods and assumptions were used by the Company in estimating the

fair values of financial instruments:
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Investments in securities/Deposit at Financial institutions

The fair values of equity securities and debt securities are based on their quoted market

prices.

The fair value of deposits at banks, and notes with maturity periods of less than 90
days is based on their carrying value. For those with maturity periods longer than 90
days, fair value is estimated using a discounted cash flow analysis based on the current

interest rate and the remaining period to maturity.
Loans

For floating interest rate loans with no significant credit risk, fair value is based on
carrying value. The fair value of fixed interest rate loans is estimated using a discounted

cash flow method based on the current interest rate.
36. Capital management

The primary objectives of the Company’s capital management are to ensure that it presences
the ability to continue its business as a going concern and to maintain risk-based capital in

accordance with Declaration of the OIC.
37. Events after the reporting period

On 25 February 2014, a meeting of the Board of Directors of the Company passed a resolution
to propose to the Annual General Meeting of Shareholders that a dividend of Baht 14.75 per
share be paid to the shareholders in respect of the operating results of the year 2013, a total

of Baht 295 million.
38. Approval of financial statements

These financial statements were authorised for issue by the Company’s Board of Directors on
25 February 2014.
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