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PART 3
FINANCIAL POSITION AND OPERATING RESULT

13. Financial position and operating results
(A) Summary of the Report of the Independent Aardibr 2011-2013.
In 2011-2012, appointed Miss Ratana jala, Certiffedblic Account no. 3734 of EY Office Limited
(Formerly known as Ernst & Young Office Limited)y auditor. And in 2013, appointed Ms. Rachada
Yongsawadvanich Certified Public Account no. 495EY Office Limited (Formerly known as Ernst
& Young Office Limited), as auditor. In auditor'pimion, the financial position of the Company and
its subsidiaries and of the Company as at Bkcember 2013, 2012 and 2011, their financial
performance and cash flows for the year 2013, 20122011, present fairly, in all material respects,
in accordance with Thai Financial Reporting Staddar

(B) Summary of financial statements for the Conypand its subsidiary companies for the years
ended 31 December 20112013.

KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN D ITS SUBSIDIARY COMPANIES
STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2013 2012 and 2011

(Unit: Baht)

Consolidated financial statements

2013 2012 2011

Assets

Cash and cash equivalents 985,216,0882% 199,316,120 2% 1,121,558,722 15%
Deposits at financial institutions 89,536,253 1% 118,208,723 1% 202,271,738 3%
Securities purchased under resale agreements 36B000 4%

Receivables from Clearing House 371,152,5304% 2,242,394,566 18% 969,977,856 13%
Securities and derivatives business receivables - n 4,105,047,443 50% 2,650,002,146 21% 2,387,194,585 32%
Derivatives assets 34,810,330 1% 17,138,595 6,612,561 -

Investments - net

Premises and equipment - net

Intangible assets - net

Goodwill

Properties foreclosed - net

Deferred tax assets
Other assets

Total assets

1,893,896,610 23%
103,263,2691%
59,592,986 1%
26,713,599 -
51,813,155 1%
975,531 -
171,719,694 2%

6,725,540,592 54%
107,635,744 1%
58,918,170 1%
26,713,599
51,843,155 1%
588,941 -
161,269,594 1%

8,258,737,488 100%

12,359,569,945 100%

2,297,649,300 31%
124,206,051 2%
45,918,892 1%
26,713,599 -
51,843,155 1%
5,014,248 -
123,284,072 2%

7,362,244,779 100%
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KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN D ITS SUBSIDIARY COMPANIES

STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2013 2012 and 2011

Liabilities and owners' equity

Borrowings from financial institutions
Securities sold under repurchase agreements
Payables to Clearing House

Securities and derivatives business payables
Accrued expenses

Income tax payable

Derivatives liabilities

Debt issued and borrowings

Provisions for long-term employee benefits
Provisions for liabilities

Deferred tax liabilities

Other liabilities

Total liabilities

Owners' equity

Share capital

Registered, issued and fully paid-up

1,991,763,130 ordinary shares of Baht 1.@¢0 ea

Share premium

Surplus from unexercised warrants

Other component of owners' equity - exchange
differences arising from translation of the
financial statements of foreign operations

Retained earnings
Appropriated - statutory reserve

Unappropriated

Equity attributable to equity holders of the parent

Non-controlling interests
Total owners' equity

Total liabilities and owners' equity

(Unit: Baht)
Consolidated financial statements
2013 2012 2011
- - 2,549,000,000 21% - -
1680000, 2% 2,124,384,829 17% 726,746,473 10%
307,042,5994% - - 183,565,265 2%
10781 24% 2,474,700,039 20% 1,025,084,485 14%

364,113,200 4%
36,627,569 -
164,408,911 2%
2,995,905 -

41,020,62 1%
39,347,767 1%
28,059,734 -
23,237,533 -

225,915,335 2%
51,943,434 -
56,518,266 1%
44,336,251 -
25,653,960 -

3,880,762 -
20,622,346 -

3,148,800,958 38%

7,576,955,222 61%

1,991,763,130 24%
982,166,480 12%
101,922,5801%

83,873) -

199,176,3132%
1,884,568,477 23%

1,991,763,130 16%
982,166,480 8%
101,922,580 1%

(53,759,939) (1%)

199,176,313 2%
1,559,431,876 13%

5,107,711,707 62%
2,224,823 -

4,780,700,440 39%
1,914,283 -

5,109,936,530 62%

4,782,614,723 39%

8,258,737,488 100%

12,359,569,945 100%

262,165,528 4%
88,131,673 1%
28,063,962 -
119,952,252 2%
45,145,262 1%
25,653,960 -

16,282,800 -

2,520,791,660 34%

1,991,763,130 27%
982,166,480 13%
101,922,580 1%

(51,001,390) -

188,750,000 3%
1,624,883,511 22%

4,838,484,311 66%
2,968,808 -

4,841,453,119 66%

7,362,244,779 100%
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KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN

Profit or loss:

Revenues

Brokerage fees
Fees and service income
Gains (losses) on securities
Gains on derivatives
Interest and dividends
Interest on margin loans
Other income
Total revenues
Expenses
Finance costs
Fees and service expenses
Operating expenses
Personnel expenses
Premises and equipment expenses
Directors' remuneration
Other expenses
Total operating expenses
Bad debts and doubtful accounts (reversal)
Total expenses
Profits before income tax expenses
Income tax expenses
Profits for the years
Other comprehensive income (loss):
Gains (losses) on translation of the financialestents
of foreign operation
Other comprehensive income (loss) for the years

Total comprehensive income for the years

Profits attributable to:

Equity holders of the parent

Non-controlling interests

2013 Annual Registration Statement (form 56-1)

D ITS SUBSIDIARY COMPANIES
Statements of comprehensive income
AS AT 31 DECEMBER 2013 2012 and 2011

(Unit: Baht)
Consolidated financial statements
2013 2012 2011

1,241,237,892 45% 819,622,797 43% 948,621,148 41%
442,040,076 16% 283,286,092 15% 238,170,557 10%
(590,488,318)1%) 459,726,272 24% (794,940,715)(34%)
1,302,256,092 47% 7,101,275 - 1,592,751,449 68%
270,526,888 10% 259,192,848 14% 250,825,364 11%
90,377,379 3% 71,187,885 4% 80,076,613 3%
2,707,485 - 8,444,517 - 17,420,572 1%
2,758,657,497 100% 1,908,561,686 100% 2,332,924,988 100%
113,587,207 4% 109,374,737 6% 118,603,762 5%
282,507,846 10% 181,635,667 10% 204,729,738 9%
895,082,038 33% 632,319,228 33% 732,623,940 32%
205,703,078% 178,044,32p 9% 166,691,396 7%
29,593,613 1% 20,155,98P 1% 17,152,340 1%
227,988,681 8% 197,242,67p 10% 217,798,744 9%
1,358,367,39%0% 1,027,762,214 53% 1,134,266,510 49%

(1,697,00 - 1,822,579 - 3,745,835 -
1,752,765,447 64% 1,320,595,197 69% 1,461,345,845 63%
1,005,892,050 36% 587,966,489 31% 871,579,143 37%
(222,017,460) (8%) (144,496,907) (8%) (277,616,655) (12%)
783,874,590 28% 443,469,582 23% 593,962,488 25%

1,874,666 - (2,758,549) - (9,903,422) -

4168 - (2,758,549) - (9,903,422) -
785,749,256 28% 440,711,033 23% 584,059,066 25%
783,197,07428% 442,853,459 23% 593,429,024 25%
677,516 - 616,123 - 533,464 -
783,874,590 28% 443,469,582 23% 593,962,488 25%
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KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN

Statements of comprehensive income (Continued)
AS AT 31 DECEMBER 2013 2012 and 2011

D ITS SUBSIDIARY COMPANIES

(Unit: Baht)
Consolidated financial statements
2013 2012 2011
Total comprehensive income attributable to:
Equity holders of the parent 785,071,74028% 440,094,910 23% 583,525,602 25%
Non-controling interests 677,516 616,123

785,749,256  28%

Earnings per share attributable to equity holders
of the parent

Basic earning per share 0.39

533,464

440,711,033 23%

0.22

584,059,066 25%

0.30
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KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN
Cash flow statements

D ITS SUBSIDIARY COMPANIES

AS AT 31 DECEMBER 2013 2012 and 2011

Cash flows from operating activities

Profits before income tax expenses
Adjustments to reconcile profits before income ¢apenses
to net cash provided by (paid for) operategvities:

Depreciation and amortisation
Bad debts and doubtful accounts
(Gains) losses on revaluation of secuitie
and derivatives
Amortisation of premium on investment &bt securit
Gain on disposal of general investments
(Gains) losses on disposals and writesb&fquipment
Impairment loss on properties foreclosed
Interest income on deposits and investament
Dividend income
Finance costs
Provisions for long-term employee benefits
Cash received on interest income on déposi
and investments
Cash paid on interest expenses
Cash paid on income taxes
Income from operating activities before
changes in operating assets and liabilities
(Increase) decrease in operating assets
Deposits at financial institutions
Securities purchased under resale agreements
Receivables from Clearing House
Securities and derivatives business receivables
Derivatives assets
Trading securities
Other assets
Increase (decrease) in operating liabilities
Borrowings from financial institutions
Securities sold under repurchase agreements
Payables to Clearing House
Securities and derivatives business payables
Accrued expenses
Derivatives liabilities
Debts issued and other borrowings
Payments on long-term employee benefits duhieg/ears
Other liabilities

Net cash provided by (used in) operating activities

(Unit: Baht)
Consolidated financial statements

2013 2012 2011
1,005,892,050 587,966,489 871,579,143
75,453,151 63,394,005 61,658,587
12,166,619 8,387,776 9,406,510
14,748,707 (41,009,099) 182,377,967
14,127 14,165 7,395
- (13,378,156) (42,199,398)
187,500 (2,945,028) (1,907,135)
,080 - -

(192,669,693)
(77,854,088)
113,587,207

831,870

189,603,562

(112,935,883

(213,540,943)

815,513,186

28,672,470
,0(B6600)
2,060,751,651
1,468,651,041)
(27,463,212)
4,567,991,167
(7,267,206)

(2,549,0000)
oB®E829)

307,042,599
9,428,625)
139,119,083
138,734,193

2,995,905

(4,147,500)

1,974,937
1,222,456,778

(157,565,836)
(77,115,321)
109,374,737

6,037,158

141,412,411
(108,766,142)
(172,379,078)

343,428,081

84,063,015
(1,360,974,898)
(271,195,337)
(5,818,216)
(4,347,743,660)
(26,969,380)

2,549,000,000
1,397,638,356
(183,565,265)
1,438,295,507
(36,811,040)
21,453,719
(120,000,000)
(6,846,169)
2,088,701

(523,956,586)

(131,895,687)
(90,262,787)
118,603,762

9,591,418

130,547,206
(121,925,075)

(468,242,652)

527,339,254

(96,073,711)
(67,850,069)
866,347,309

46,301,336
3,334,175,612
(14,036,579)

(200,000,000)
(1,656,217,398)
183,565,265
(1,330,337,593)
(43,817,477)
(570,946,522)
(88,000,000)
(17,791,375)
872,658,052
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KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED AN

AS AT 31 DECEMBER 2013 2012 and 2011

Cash flows from investing activities

Cash paid for purchase of investment in
held-to-maturity debt securities

Cash received from investment in
held-to-maturity debt securities

Cash paid for general investments

Proceeds from disposal of general investments

Cash paid for investment in a subsidiary

Dividends received on investment in securities

Cash paid for purchases of equipment and intangible assets

Proceed from disposals of equipment

Net cash provided by investing activities

Cash flows from financing activities

Dividends paid

Dividends paid for non-controlling interests

Net cash used in financing activities

Changes in translation adjustments

Net increase(decrease) in cash and cash equivalents

Cash and cash equivalents as at 1 January

Cash and cash equivalents as at 31 December

Supplemental cash flows information
Non-cash items consist of
Increase in fixed assets and provision for liabilities

in relation to estimation of decommissioning costs

D ITS SUBSIDIARY COMPANIES
Cash flow statements (Continued)

(Unit: Baht)
Consolidated financial statements
2013 2012 2011
- - (8,056,545)
- - 8,000,000
- (5,910,057) -
- 82,306,517 615,883,084
(121,566) (1,255,959) (865,979)
79,176,448 82,252,605 83,544,463
(59,545,234) (58,087,595) (60,923,993)
364,759 3,460,492 2,424,841
19,874,407 102,766,003 640,005,871
(458,060,473) (497,878,781) (656,853,986)
(245,410) (414,689) (574,782)
(458,305,883) (498,293,470) (657,428,768)
1,874,666 (2,758,549) (9,903,421)
785,899,968 (922,242,602) 845,331,734
199,316,120 1,121,558,722 276,226,988
985,216,088 199,316,120 1,121,558,722
12,122,266 - -
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(C) Ratios for years 2013, 2012 and 2011
Ratio 2013 2012 2011

Profitability Ratios

Gross profit margin (%) 85.63% 84.68% 86.04%0
Net profit margin (%) 28.39% 23.20‘9{0 25.44%
Return on equity (%) 15.84% 9.21(* 12.17%
Return on investment (%) 22.79% 16.09% 24.59%
Efficiency Ratios

Return on assets (%) 7.60% 4.49% 6.40%0
Assets turnover (times) 0.27 0.19 0.2b

Financial Ratios

Liquid assets to total liabilities (times) 0.88 0.91 1.26
Earning assets to total liabilities (times) 1.91 1.24 2.1b
Liquid assets to total assets (%) 33.64Y% 55.62% 43.11%
Earning assets to total assets (%) 72.64% 75_830J6 73.80%%
Debt to equity (times) 0.62 1.59 0.5p
Dividend payment (%) (DPS/EPS separate F$) 99.17% 99.14% 81.17%
Other ratios

Securities investment to total assets (%) 22930 54.37% 31.18%
NCR to net liquid assets (SEC requirement) (%) 211.01% 73.90¥% 328.12%
Per Share Information

Par Value per share (Baht) 1.00 1.0( 1.0p
Book Value per share (Baht) 2.56 2.4( 2.43
Basic Earning per share (Baht) 0.39 0.24 0.3d
Dividend per share (Baht) 0.36 0.23 0.25
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14. Management Discussion & Analysis
(Consolidated financial statements as of' Blecember 2013, “Company” refers to “Company asd it
subsidiaries”)

1. Overview

The Stock Exchange of Thailand (SET) index wastil@lim 2013. During the year, the SET index roge b
18.07% to a high of 1643.43 points in May, supblig positive earning growth forecasts. In the sddwlf

of the year, the market became concerned abowrttieg of the US Fed's QE policy, political unrestd
economic slowdown, whilst economic recovery inltheted Stateslapan and Europe made investors more
interested in developed markets. As a result, tE I8dex fell significantly and ended the year &9B.71,

a decline of 27% compared with the highest pointhefyear, and a decline of 6.70% for the whole.yea
Trading volume on the SET in 2013 was the highest at Baht 50,329 millioper day, an increase of
55.8% compared with 2012. However, in 2013, foremyestors were net sellers of Baht 194,702 million

The Company’s sources of income are well-diverdiiad not concentrated in brokerage fees. Over the
last three years, the fees earned from the Compassturities and derivatives brokerage businesses
accounted for no more than 45% of its total revengempared with the industry average of 70%. By
diversifying away from securities brokerage incortiee company has put itself in a better position to
handle the intensifying competition following thledralization of brokerage fees.

Other income Other income

Interest )
Interest 0% Interest Other income

Brokerage fee
43%

Gain on securitieg  Brokerage fee

45% Gain on securitiey Gain on securities

and derivatives

and derivatives
26%

Fee and
'service incomg
15%

income
10%

Year 2013 Year 2012 Year 2011

In terms of securities brokerage trading volume, @mpany’s market share for 2013 was 4.04% (ranked
11" in the industry), which was higher than its shai&.47% (ranked 1 in 2012. The main reason for
the increase in market share was an increase inutmber of marketing officers and the opening ok
branches.

The Company’s exposure to credit risk from marginding is comparable to peers. Its margin loan
portfolio as of 31 December 2013 jumped to Baht 1,692.88 million rgepnted around 33% of the value
of the Company'’s equity), compared with less thahtBlL,100 million at the end of 2011 and 2012.

The full liberalization of brokerage fees since 20ias resulted in industry commission rates steadil
declining, and the Company's brokerage fee incoagaiso been affected. However, the company has
adjusted its strategy and responded by recruititemted marketing staff, providing high quality\sees to
meet customer needs, including the continuous dpwant of its information technology systems. 1120
the company launched Easy Trade. This an Intermmsadtrading system which offers clients a highrekeg

of flexibility and allows them to create and cusipentrading and informational screens. The Easyldra
program allows the monitoring of information in ariety of formats.
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In 2011-2013, the Company’s gains on trading irusées and derivatives represented 24%-34% of tota
revenues, were derived from a variety of busined#viges, including bond dealing, private repos,

derivative warrants, over-the-counter (OTC) derixest, and investments in debt and equity securities
under the company’s account. The Company’s prapsigtading exposes the company to market risk. Its
investment portfolio includes both fixed income amglity securities, and is one of the largest im th

industry. The Company’s Proprietary Trading teamfquened well in 2013. The company's return on

investment was 22.79 %.

The Company’s fee and service income has steadihgased, rising by 10, 15 and 16 % in 2011, 202 a
2013 respectivelyin 2013, the main increase came from underwritegsfand financial advisory fees of
the Company’s investment banking business. The @agnas appointed to perform as lead underwriter
of 3 IPOs and co-lead underwriter of 1 IPO; anahgdi co-underwriting syndication of 9 IPOs. These
received a great response from investors.

Furthermore, the Company also has a recurring saefreevenue from fund management, through its 99%
ownership of ONE Asset Management Co., Ltd. (ONEAMEevenues from fund management are
considered to be less volatile compared with atlherces of revenue in the securities business

Trends in the securities business in 2014 still msntense business competition and highly vaatil
however, the company preparing to build a competiidvantage both in terms of financial strengtth an
business strategies. The Company has the advanfageing able to utilize KGI Taiwan’s financial
engineering know-how and experience in the moreldged Taiwanese financial market to secure its
competitive edge in product development in ThaildBy offering a wide range of products, the Company
can attract different groups of investors to becatmelients. The Company strives to stay aheadsof
competitors by launching innovative financial protiu The Company can then enjoy higher profit nmexrgi
on the new products before competition crowds theket.

EY Office Limited (Formerly known as Ernst & Your@jfice Limited) which was the Company’s auditor,
expressed an unqualified opinion on the Companiyiantial statements for the year 2013, auditors’
opinion stated that the financial statements ptefgarty, in all material respects, the financialsition of
the Company and its subsidiaries and of the Compamyat 31 December 2013, their financial
performance and cash flows for the year then endedyccordance with Thai Financial Reporting
Standards.

2. Results of operations

2013 was another outstanding year for the compEmy.income and profit are remarkable from the ghowt
of all business units. In 2013, the company repbtite total income of Baht 2,758.66 million, nedffirof
Baht 783.20 million. When compared to the 2012ltwmicome of Baht 1,908.56 million, net profit oaBt
442.85 million, this represents 44.54% and 76.88€eiased from the previous year respectively.

Consolidated Financial Statements 2013 2012
The Growth rate of total revenues (%) 44.54% -1%19
The Growth rate of operating expenses (%) 32.33% .399%
The Growth rate of Net profit (%) 76.85% -25.37%
Gross Profit Margir%) 85.63% 84.68%
Net Profit Margin(%) 28.39% 23.20%
Return on Equity (ROE) (%) 15.84% 9.21%

In 2013 the gross profit margin was 85.63%, nefipnoargin was 28.39% and ROE was 15.84%, which
represent the better operating results from thietles years. The company’s revenues from all bissine
units increase while the company can control isgcoperating at a level that not too high. Assalltethe
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net profit margin of the company increased front @agears, which was impressive result. The sigaift
change in revenues and expenses are as follows:

Change in income

Brokerage fee

In 2013, the Brokerage fee income was contributed business, Securities business, Derivativesr@gsi
and Sales agent in investment units of mutual flBwsinesdn 2013, the Company has total Brokerage

fee of Baht 1,241.24 million, increased by 51.448&®rf 2012. Details as follows:

Consolidated financial statements

Brokerage fee As of 3T' DecembeMillion Baht) Changes

2013 2012 %
Brokerage fees from Securities business 13392 718.83 51.99%
Brokerage fees from Derivatives business 124.13 2950. 37.54%
Other fee 24.58 10.55 133.04%
Total 1,241.24 819.62 51.44%

1 Brokerage fees from Securities business

In 2013 the Company report Brokerage fees fromritgesibusiness of Baht 1,092.53 million, represent
51.99 % increase compared to the 2012 since thep@wynhas more marketing officer and open 2 new
branches at Silom Complex and Nakorn Pathom 2iltrdse Company’s market share increased from
3.47% (ranked 19) in 2012 to 4.04% (ranked 1) in 2013.

2. Brokerage fees from Derivatives business

In 2013, the revenue commission of derivatives riess was Baht 124.13 million, an increase 37.54%
from the previous year, the Company’s market shaae ranking no. 1 with market share of 11.74%,
continue increase fro past 2 years. The reastiraighe market share of the company increaseddalite
clients are using derivatives to manage the riskhefinvestment such as when the market going down,
clients can open a short position to hedge equityngide to make short-term profit. The company was
pioneer with a Block Trade for Single Stock Futurelich can serve clients need very well.

The company is organized seminar to provide knogdeabout the products to the clients and marketing
officer regularly, such as technical analysis bguling on the benefits of the trading system (Syate
Trading) and the technical trading signals TTS frResearch Department, which encourages clients to
have more confidence in trading.

In year 2014, the company plans to add a varietictinical trading signals to serve all group ddraks.
Along with the development of the KGI Bridge whisha Future order system that developed by thatclie
themselves. Using it on Smart Phone or Tablet,atmlifate our clients even better. The company is
confident that it can maintain its leading positiorerivatives markets.

3. Other brokerage fee.

Other brokerage fee s the fee form Selling Agentoit Trust Business. As of $1December 2013, the
Company was appointed as a selling agent of ungt tfor 19 asset management firms. In 2013, the
Company has expanded its Selling Agent of Unit TRissiness, by recruiting new sales and supporting
staff, result the Company's fee from this busiveass Baht 24.58 million, up 133.04 % from last year.

Page67



2 KGI

Fee and Service income

2013 Annual Registration Statement (form 56-1)

The company’s fee and service income in 2013 wdd B42.04 million increased by 56.04% from last
year. The main reason was the increase of incomenderwriting fee and financial advisory fee from
investment banking busineds. 2013, the Company was appointed to perform ad lenderwriter of 3
IPOs and perform as co-lead underwriter of 1 IRMd joined co-underwriting syndication of nine IPOs
The company’s income from securities underwritingsvBaht 89.07 million and financial advisory Baht
7.16 million.

In addition, the Mutual fund management fee, Pevaind management fee and Provident fund
management fees from One Asset Management Limif@EAM”) (the Company’'s subsidiary) also
increased. In 2013, ONEAM launched new 10 mutuadif,) and increased sales of existing funds.

Consolidated financial statement

Consolidated financial statement As of 31st December Change

Fee and service income 2013 201 (%)

Mutual fund management fee. 25p.61 201.31 25.489
Private fund management fee. 6@1. 32.%2 27.939
Provident fund management fee. 2.97 211 40.769
Registrar and custodian fees. 921 15.09 45.779
Securities borrowing and lending fee. 3.94 6.36 -38.089
Underwriting fee 89)07 1.16 7595.899
Financial advisory fee. 1.16 2.41 197.059
Placement agent fee D.47 17.0p -44.479
Other 13.92 §.27 150.959
Total fee and service income 44.04 28.29 56.049

Gain on securities and derivatives

In 2013, The Company’s gain on securities and dévig of Baht 711.77 million, increased by 52.47%
from previous year due to the improved performasfabe Company’s investments.

The total gain on securities and derivatives oftBall.77 million, consisted of loss on securiti€Baht
(590.49) million and gains on derivatives of Bah8QR.26 million. The Company will consider on
operation result from total gain on securities @aedivatives which come from the Proprietary Trading
business and Derivatives Warrant business as fsllow

a) Proprietary Trading Business

The Company invests in both equities in SET andvdives in TFEX by considering the economic
outlook, fundamental factors of each industry, &indncial statements, including technical analy$ise
Company has an investment strategy of opening @wrghort derivatives positions in TFEX at the same
time as opening long or short positions or borr@agquities to short in SET to make gain on investrat
acceptable risk. This is a low risk investment tetyg called Arbitrage which makes profits from the
difference between the price in the equity market the derivatives market. During the year, the Gamy
has long position in equities and short positiodénivatives in TFEX, therefore, the Company has$ lon
investment when the stock price decreased but tmp@ny had gain on derivatives in TFEX. The
Company still had gain when offset between gainlasd of the two markets which was the differentce o
the prices between the two markets from the Arbérstrategy.

b) Derivative Warrant Business

The Company has a hedging strategy to protect sigaatential risks as follows.

o In case of issuing Call Warrant, the Company wéle risk when the underlying stock price increase
that would make the Company have loss from isshitMs. Therefore, the Company has a strategy to
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hedge such risk by buying underlying stocks in appate proportion calculated from Net Delta Value.
The occurred risk from loss from issuing Call DW# e offset by gain on underlying stock which the
Company bought to hedge before.

o In case of issuing Put Warrant, the Company wallénrisk when the underlying stock price decreases

that would make the Company have loss from isshivis. Therefore, the Company has a strategy to
hedge such risk by short selling underlying stackappropriate proportion calculated from Net Delta

Value. The occurred risk from issuing Put DWs vl offset by gain on underlying stock which the

Company did the short selling to hedge before.

To protect against risk from stock price fluctuasothat impact gain and loss of underlying stocé an
derivatives positions; the Company will hedge fiskopening underlying stock position. Therefore th
Company will record gain and loss of underlyingc&tgosition and derivatives position in the opposit
way.

Interest on margin Loans
In 2013, the Company’s interest income on margam$increased by 26.96% from previous year or Baht
90.38 million, as there was an increased in ctegldnce accounts and in the interest rates charged.

Change in Expenses
Fee and service expenses

The Company’s fee and services expenses of Bah628aillion in 2013 increased by 55.54%. The
increase was mainly due to increases in fees amiies borrowing and lending business.

Operating expenses

The Company’s operating expenses of Baht 1,358i8ibmin 2013 increased by 32.17%. The increase
was mainly due to the increased in personnel exgzemgich are related to the Company’s revenue.
However the company can control operating expesesesults, the operating expenses to total income
ratio was decreased from 53.85% in 2012 to 49.242013.

3. Asset Management Ability

As of 3T December 2013, the company had total assets of 8268.74 million, decrease from Baht
12,359.57 million in 2012, representing a decreafsg3.18 % from a previous year. The company has
reduced the size of the investment in the secolidbhd013 to reduce the risk since the market cios

do not facilitate and prepare investing again witensituation improves.

In 2013, the Return on Assets (ROA) was 7.60 %.,from 4.49 % and 6.40 % in 2012 and 2011
respectively, showed that the assets of the companyoe more profitable. And the company has agt ass
turnover ratio of 0.27, which is higher than 0.1®1#®.25 in 2012 and 2011 respectively, which was al
confirmed that the company can use the assets efficiently, the ratio is comparable with competio

Consolidated Financial Statements 2013 2012 2011
Return on Asset®%s) 7.60% 4.49% 6.40%
Asset Turnover (Timgs 0.27 0.19 0.25
Earning Assets to total assets (%) 72.64% 75.83% 73.80%

In the last 3 years, the Company's earning asdetabassets ratio was 73-76 %, which is samd kEvéhe
industry. As of 31 December 2013, the Company’s earning asset was B888.95 million which
consisted of net securities and derivatives businegeivables of Baht 4,105.05 million and net
investments of Baht 1,893.90 million.
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The quality of receivables

Securities and derivatives business receivables

Securities and derivatives business receivablespisen the net securities and derivatives business
receivables, after deducting allowance for doubtfaicounts, and include related accrued interest
receivables.

In addition, securities business receivables ireltite net receivable balances of cash accountdit cre
balance accounts, securities borrowings receivadmeisguaranteed deposit receivables (which comprise
cash placed as security with securities lendersegurities depositories) and other receivables ssch
overdue cash customer accounts and securitiesvabbes which are subject to legal proceedings, are
undergoing restructuring or are being settled kyaillments.

Thus, the increase or decrease of securities ralels varied to trading volume during the yearoA81™
December 2013, the Company’s securities receivatiesisting of cash account receivables 39.44%,
credit balance account receivables 37.19%, reclgisalnder securities borrowing and lending business
13.77% and other receivables 9.59%.

2013 % 2012 %
(Million Baht) (Million Baht)
Securities business receivables
Cash accounts 1,795.01 3944% 1,177.57 38.11%
Credit balance accounts 1,692.88 37.19% 1,053.34 .09%4
Receivables under securities borrowing and
lending business
- guaranteed deposit receivables 601.86 13.22% 323.70 10.48%
- securities borrowings receivables 25.21 0.55% 95.66 3.10%
Other receivables
- installment receivables 434.90 9.55% 438.71 4.20%
- overdue customers’ accounts 1.90 0.04% 0.76 0.20%
Total securities business receivables 4,551.76 10 3,089.74 100.00%
Add: accrued interest receivables 11.75 16.82
Less Allowance for doubtful accounts (458.47) (456.56)
Securities business receivables and accrued
interest receivablesnet 4,105.05 2,650.00
Total securities and derivatives business
receivables- net 4,105.05 2,650.00

The Company has provided an allowance for doulutéldts based on a review of the debtor's ability to
make repayment, taking into consideration recovésik and the value of the collateral. Such debt
classifications and provisions are made in accarelavith the guidelines laid down in the Notificatiblo.
Kor. Thor. 5/2544 dated fFebruary 2001 of the Office of the Securities Bmdhange Commission, and
consideration of other relevant factors.

The Company has classified securities business/adites, including related accrued interest red#es in
accordance with the relevant notification issuedSEC. As of 31 December 2013, the Company had sub-
standard debt of Baht 29 million, doubtful debtBdht 426 million. The Company had set aside full
provision for doubtful debt
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Investments

The Company’s investment varied to investment die#/during the year. As of $December 2013, the
Company’s net investments was Baht 1,893.90 milldecrease from Baht 6,725.54 million in 2012.
Representing a decrease of 71.84 % from last yé@amnever, the company’s average investment of the
year 2013 was Baht 4,309.72 million. The Compafy@prietary Trading team performed well in 2013 as
resulted the Company has gain on securities andatiges of Baht 711.77 million and interest and
Dividend Income of Baht 270.53 million, calcula@sireturn on investment of 22.79%

The Company’s net investment of Baht 1,893.90 amlliconsisted of trading securities of 98.48 (Egsit
securities of 68.66% and debt securities of 29.828¢kstment in government bond of 0.42% and other
investment of 1.10%. To diversify the risk of intreent, the Company will not invest in any company
concentrated in investments of all types.

2013 (Million Baht)

Cost value/

amortised cost Fair value %
Trading securities
Equity securities 1,423.45 1,300.37 68.66%
Debt securities 566.66 564.76 29.82%
Total trading securities 1,990.11 1,865.13 98.48%
Add (les9: allowance for revaluation (124.99) -
Net trading securities 1,865.13 1,865.13 98.48%
Held-to-maturity debt securities
Government bonds 8.02 0.42%
Net held-to-maturity debt securities 8.02
Other investments 30.54
Less: allowance for impairment (9.79)
Net other investments 20.75 1.10%
Total investments — net 1,893.90 100.00%

The company has adjusted the investment to fairevalhe fair value of marketable securities is tase
the latest bid price of the last working day of ffear as quoted on the Stock Exchange of Thailéhd.
fair value of debt instruments is determined baeadyield rates quoted by the Thai Bond Market
Association. The fair value of unit trusts is detared from their net asset value.

Loss on impairment of investments (if any) areudeld in profit or loss from operation.

Portion of Intangible Assetsnd Goodwill

As of 31" December 2013, the Company had net intangiblésasé®aht 59.59 million and goodwill Baht
26.71 million baht, which represent only 1 % of tisgal assets of the company. Intangible assets are
carried at cost less accumulated amortization dodi@nce for impairment (if any)lhe Company and its
subsidiaries will review the value of those asag¢tsast at each financial year end.
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4. Liquidity and capital adequacy

4.1 Sources and uses of funds

As of 3T' December 2013, the Company had cash and cashaéentiv of Baht 985.22 million. The
Company's cash flow from operating activities aisdprofit from operation was not much different afi
mean the company has sufficient liquidity. The Camps sources and uses of funds are as follows.

a) Funds increase from assets decreased by Baht @378@lion, which was due to a decrease in the
Company's investments. The company has reducedizbeof investments to reduce the risk of
market conditions do not facilitate as mentioneovab

b) Funds decrease from liabilities decreased by B&B8R.09) million, which was primarily due to
the Company paid back the borrowing from finandgradtitutions. Securities and derivatives
business payables and advance reduced.

c) Funds increase from investing activities Baht 19@Wion, which is mainly due to dividends
received from investments Baht 79.18 million anldeotBaht 0.24 million, spending the money to
purchase of equipment and intangible assets BatBgpmillion.

d) Fund decrease from paying dividends to shareholddh&e amount of Baht (458.31) million.

Cash Flow from Operating Activities in 2013 Million Baht
Profits before income tax expenses 1,005.89
Adjustments to reconcile profits before income éapenses (190.38)

to net cash paid for operating activities
Income from operating activities before

changes in operating assets and liabilities 815.51
The Change in Assets and Liabilities

Decrease in operating assets 4,789.03
Decrease in operating liabilities (4,382.09)
Net cash provided by operating activities 1,222.46
Cash flows from investing activities 19.87
Net cash used in financing activities (Dividenddyai (458.31)
Changes in translation adjustments 1.87
Net increase in cash and cash equivalents 785.90
Cash and cash equivalents a$ danuary 2013 199.32
Cash and cash equivalents as ai* December 2013 985.22|

The company has the appropriate capital structilseofA3f' December 2013, the Company's debt to
shareholders' equity ratio was only 0.62 times. fdi® shows that the Company’s capital structuas h
less risk due to its funding come from the Compaby'siness operations, not from borrowing.

At the end of 2013, the Company's equity attribletdb equity holders of the parent amounted to Baht
5,107.71 million, an increase of Baht 327.01 millizaht from last year. The changes in the Company'
equity attributable to equity holders of the parerderived from the increase of profits of thery2@13 of
Baht 785.07 million and less the dividend for 2@t2ich paid to its shareholders in May 2013 of Baht
(458.06) million as follows.

The Change in the Company's equity attributabksgtaty holders of the parent

Balance as atSﬁJanuar)QOI?; 4,780.70 Million Baht
Dividend paid for the year 2012 (458.0alillion Baht
Total comprehensive income for the period 785.07 Million Baht
Balance as &1° Decembef013 5,107.71 Million Baht
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4.2 capital expenditure

In 2013, the Company has 1 significant capital exgere which higher than Baht 10 million, detaals
follows:

Capital expenditure for new branched opening

Objective To expand customer service

Details The company has invested in new branchgsreBt new office,
decorate office, purchase office equipment and Qaerp

Amount Approximately Baht 15 million

The payment period 12013

Sources of Funds The Company’s working capital

Impact to the Company’s No impact to the Company’s liquidity since the camp has

liquidity sufficient liquidity.

Expected Return The Company’s brokerage fee iserea

4.3 Adequacy of Liquidity

The Company has sufficient capital. As of 31st Dalwer 2013, the Company has cash and cash
equivalents of Baht 985.22 million, deposits a@finial institutions of Baht 89.54 million, and et
Capital Ratio was 211.01%. The Company has a pttiayaintain a Net Capital Rule and a Net Capital
Ratio (NCR) that are higher than the requirementieu the SEC regulations, which specified thatNke
Capital Rule must be at least Baht 25 million amel Net Capital Ratio must be at least 7% of litibgi

and guarantees. The Company’s NCR in past 3 yeasafollows:

Capital Fund 31°' Dec 2013 31°' Dec 2012 31% Dec 2011
Net Capital RulgMillion Baht) 4,162 3,636 4,059
Net Capital Ratio (NCR)%) 211.01% 73.90% 328.12%

The ability to find additional sources of funds

If the Company requires new funds, the Companyl&pas to procure the most appropriate source of
funds taking into account the cost of funds, andteaalepend upon a single source of funds. The @omp
analyses its cash flow needs on a daily basis astdhas its funding and investment in money market
instruments to its needs as forecasted.

The primary objectives of the Company’s capital agement are to maintain the Company’s ability to
continue as a going concern and to maintain netatdp accordance with the rules laid down by the
Office of the Securities and Exchange Commission.

Factors that may affect the Company’s credit rating

TRIS Rating Co., Ltd. has affirmed the Companyngtit “BBB+" with “stable” outlook on 8 July 2013.
The rating reflects the Company’s capable manageteam with a proven track record, strong position
derivatives trading, sufficient liquidity and a Istea source of revenue from fund management, OnetAss
Management Co., Ltd. (the Company’s subsidiarygtéia that may affect the Company’s credit ratirey a
as follows:

1. Maintaining market position in the brokerage busgnamong the volatility of securities business and
pressure on commission rates after full liberaiirgt

2. Controlling the risks of investment among the \bitgt of stock prices which may affect the
operating results of the Company's proprietarglitrgbusiness;

3. The Company'’s ability to control risk from margwahs to buy securities and risk from new product
launches;
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4. Maintaining a consistent income from One Asset M@naent Limited (the Company’s subsidiary).

However, the company was preparing to prevent ffexte of such factors. the Company has strategic
planning and situation accommodation starting waitholicy to continually enhance the efficiency tf i
staff in giving advice and service to clients, udihg technology development to support new praduct
The Company also has always developed its researdhexpanded with new businesses to give more
convenience to clients and offer investment alt@rags.

For the Company’s proprietary trading, the Comphaay assigned its Risk Management Committee to set
strict guidelines and policies regarding assetcalion, portfolio limits and risk control in ord&r manage

risk of losses due to market volatility and corltngj risk limit on a daily basis. The Risk Managere
Committee will review on a regular basis to be ¢stesit with market condition from time to time.

Furthermore, the Company controls risk by estalvigsleredit limits for clients and counter partiesda
analyzing their financial position on an ongoingsisa The Risk Management Department monitors the
Company’s exposure on a daily basis to ensure danga with the approved risk policies.

Ability to repay the loan and the follow Loan'’s dlitions and obligations

The company paid all borrowing to financial indiitms so that as of $1December 2556 the Company
had no borrowings from financial institutions. THi@ancial position of the company showed the
Company's ability to repay loan. Additional, then@mny has policy to treats creditors with fairness,
responsibility and transparency by strictly compiyiwith the terms of contracts with the creditoheT
Company does not use dishonest means or conceamation and facts, which may be adverse to the
creditors.

However, since the company has a good relationshipvarious financial institutions for a long timeo

in case the company needs additional financingimgancy. The company is confident that the Company
will be financing the specified time.

5. Obligations and liabilities

See information about the obligations and lialgtitithat may be incurred in notes to the financial
statements no. 37

6. Factors affecting the Company’s operating resutin future and risk management.

See Factors affecting the Company’s operating tegulfuture and risk management, described urider t
topic Risk Factors, page 18.
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