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Independent Auditor’s Report

To the Shareholders of Prudential Life Assurance (Thailand) Public Company Limited

Opinion

I have audited the financial statements of Prudential Life Assurance (Thailand) Public Company Limited
(the “Company”), which comprise the statement of financial position as at 31 December 2017, the
statements of comprehensive income, changes in equity and cash flows for the year then ended, and notes,
comprising a summary of significant accounting policies and other explanatory information.

In my opinjon, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2017 and its financial performance and cash flows for the year
then ended in accordance with Thai Financial Reporting Standards (TFRSs).

Basis for Opinion

I conducted my audit in accordance with Thai Standards on Auditing (TSAs). My responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of my report. I am independent of the Company in accordance with the Code of Ethics
for Professional Accountants issued by the Federation of Accounting Professions that is relevant to my audit
of the financial statements, and I have fulfilled my other ethical responsibilities in accordance with these
requiremnents. | believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my opinion.

Other Information

Management is responsible for the other information. The other information comprises the information
included in the annual report, but does not include the financial statements and my auditor’s report thereon.
The annual report is expected to be made available to me after the date of this anditor’s report.

My opinion on the financial statements does not cover the other information and I will not express any form
of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or my knowledge obtained in the audit, or otherwi
appears to be materially misstated.
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Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with TFRSs, and for such intemal 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,

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes my
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with TSAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with TSAs, 1 exercise professional judgment and maintain professional
skepticism throughout the audit. I also:

» Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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 Company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

+ Con¢lude on the appropriateness of management’s use of the geing concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
conclude that a material uncertainty exists, I am required to draw attention in my auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to modify my
opinion. My conclusions are based on the aundit evidence obtained up to the date of my auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concemn.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in &
manner that achieves fair presentation.
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I communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that [ identify during my audit.

dcm 040! ; .

(Chanchai Sakulkoedsin)
Certified Public Accountant
Registration No. 6827

KPMG Phoomchai Audit Lid,
Bangkok
5 March 2018



Prudential Life Assurance (Thailand) Public Company Limited

Statement of financial position

Assets

Cash and cash equivalents
Premiums due and uncollected
Accrued investment income

Reinsurance receivables

Derivative assets

Investments assets
Investments in securities

Loans

Investment in subsidiary

Investment assets where policyholders bear
the investment risk

Assets held for sale

Premises and equipment

Intangible assets

Qther assets

Total assets

Noie

6,25

10
1]

31 December

2017

2016

(in Baht)

3,131,870,185
482,435,198

2,541,570,889
510,153,063

668,099,071 608,341,114
55,818,788 78,478,936
233,725,497 31,106
88,754,775,314 75,112,493,806
2,027,030,451 1,630,842,502
7,446,940 7,461,993
2,969,410,026 1,669,659,944
10,029,844 - 10,029,844
185,000,032 193,860,775
11,934,239,708 12,233,401,841
395,928,928 278,391,133
110,855,809,982  94,874,716,946

The accompanying notes are an integral part of these financial statements.
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Prudential Life Assurance (Thailand) Public Company Limited

Statement of financial position

Liabilities and shareholders' equity

Liabilities

Investment payable
Insurance contract liabilities
Investment contract liabilities
Due to reinsurers

Derivative liabilities

Income tax payable

Accrued commission
Accrued expenses

Employee benefit obligations
Deferred tax liabilities

Other liabilities

Total liabilities

Shareholders' equity
Share capital
Authorised share capital
Issued and paid share capital
Retained earnings
Appropriated
Legal reserve
Unappropriated

Other components of shareholders' equity

Net fair value changes in available-for-sale securities

Total shareholders' equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part of these financial statements.
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Note

13
14

24

12
24

15

16

6, 16

31 December

2017 2016
(in Baht)

993,722,940 -
76,760,247,394 66,363,608,680
3,032,414,746 1,670,612,030
131,086,343 154,942,415
3,213,272 77,580,611
133,887,424 299,575,075
402,671,764 343,599,222
712,301,206 602,050,846
303,872,162 272,733,291
965,215,406 391,486,635
548,779,479 405,701,190
83,987,418,136 70,581,889,995
20,209,935,239 20,209,935,239
20,209,935,239 20,209,935,239
251,361,476 161,083,826
2,564,366,872 2,121,837,630
3,842,728,259 1,799,970,256
26,868,391,846 24,292,826,951
110,855,809,982 94,874,716,946




Prudential Life Assurance (Thailand) Public Company Limited
Statement of comprehensive income

For the year ended 31 December

Note 207 2016
{in Baht}
Revenues
Gross premium written 20,046,039,448 19,165,792,931
Less premium ceded (192,163,860} {171,915,687)
Net premiums writien 19,853,875,588 18,993,877,244
Add uneamed premium reserve decreased (increased) from
previous year 82,525,864 (57,866,253)
Net premium earned 19,936,401,452 18,936,010,991
Commission and brokerage income 30,163,397 26,782,790
Net investments income i7, 24 2.806,301,055 2,538,173,023
Gain on investments 24 471,006,560 712,852,925
Gain on fair value changes 195,329,636 -
Other income 5,585,327 2,725,624
Total revenues 23,444,787 427 22,216,545,353
Expenses
Long-term technical reserve increase from prior year 10,394,549 508 9,840,063,996
Benefits payments and insurance claims expenses 19 5,118,455,055 4,814,810,58¢C
Less benefits payments and insurance ¢laims expenses
recovered from reinsurers (85,495,936) (84,094,957)
Net beneflis payments and insurance claims expenses 5,032,959,119 4,730,715,623
Commissions and brokeragé expenses 2,476,136,727 2,227.383,612
Other underwriting expenses 19,26 1,426,572,352 1,294,545,14{)
Operating expenses 18, 19, 24 1,788,605,274 1,467,404,537
Less on fair value changes - 34,543,574
Total expenses 21,118,822,980 19,594,656,482
Profit before income tax 2,325,964,447 2,621,888,871
Income tax 20 520,411,447 612,919,097
Net profit 1,805,553,000 2,008,969,774
Other comprehensive income
Components of other comprehensive income that will not be
reclassified fo profit or loss
Defined benefit plan actuarial gain (loss) 12,153,039 (2,418,095
Income tax relating to components of the comprehensive income
that will not be reclassified to profit or Joss {2,430,608) 483,619
9,722,431 (1,934,476)
Components of other comprehensive income that will be
recfassified fo profit or loss
Net change in fair value on available-for-sale securities 2,353,447,504 {1,706,533,673)
Income tax relating to compenents of the comprehensive income
that will be reclassified to prefit or loss (510,689,301} 341,306,734
' 2,042,758,003 (1,365,226,939)
Other comprehensive income for the year, net of income tax 2,052,480,434 (1,367,161,415)
Total comprehensive income for the year 3,858,033,434 641,808,359
Basic earnings per share 21 0.82 0.91

The accompanying notes are an integral part of these financial statements,
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Prudential Life Assurance (Thailand) Public Company Limited

Statemnent of changes in equity

Year ended 31 December 2016
Balance at 1 January 2016
Transactions with shareholders, recorded directly in equity
Distributions to shareholders of the Company
Dividends to shareholders of the Company
- Total transactions with shareholders, recorded directly in cquity
Comprehensive income for the year
Net profit
Other comprehensive income
Net change in fair value on available-for-sale securities, net of income tax
Defined benefit plan actuarial loss, net of income tax
Total comprechensive income for the year
Balance at 31 December 2016

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

Note

22

Other compornents
Retained camnings of shareholders’ equity
Issued and Net fair value changes
paid Legal in available-for-sale Total
share capital reserve Unappropriated securities shareholders’ equity
{in Baht)
2(,209,935,239 60,635,337 414,254,560 3,165,197,195 23,850,022,331
- - {199,003,739) - (199,003,735}
- - {199,003,739) - (199,003,73%)
- 100,448,489 1,508,521,285 - 2,008,969,774
- - - (1,365,226,939) (1,365,226,939)
- - {1,934,476) - (1,934,476)
- 100,448,489 1,906,586,809 {1,365,226,939) 641,808,359
20,209,935,239 161,083,826 2,121,837,630 1,799,970,256 24,292,826,951




Prudential Life Assurance (Thailand) Public Company Limited

Statement of changes in equity

Year ended 31 December 2017
Balance at | January 2017
Transactions with sharcholders, recorded directly in equity
Distributions to shareholders of the Company
Dividends to shareholders of the Company
Total transactions with sharcholders, recorded directly in equity
Comprehensive income for the year
Net profit
Other comprehensive income
Net change in fair value on available-for-sale securities, net of incorhe tax
Defined benefit plan actuarial gain, net of income tax
Total comprehensive income for the year
Balance at 31 December 2017

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

Note

22

Oﬁer components
Retained eamings of shareholders' equity
Issued and Net fair value changes
paid Legal in avallable-for-szle Total
share capital reserve Unappropriated securities shareholders' equity
(in Baht)
20,209,935,239 161,083,826 2,121,837,630 1,799,970,256 24,292,826,951
- - (1,282,468,535) (1,282,468,539)
- - (1,282,468,539) - (1,282,468,53%)
- 90,277,650 1,715,275,350 - 1,805,553,000
- - - 2,042,758,003 2,042,758,003
- - 0,722,431 - 5,722,431
- 90,277,650 1,724,997,781 2,042,758,003 3,858,033,434
20,209,935,239 251,361,476 2,564,366,872 3,842,728,259 26,868,351,846




Prudential Life Assurance (Thailand) Public Company Limited

Statement of cash flows

Cash flows from operating activities

Premiums received

Cash paid to reinsurers

Interest received

Dividend received

Other income

Benefit payments and insurance claims expenses
Commissions and brokerages

Other underwriting expenses

Operating expenses

Income tax paid

Investments in securities

Loans

nvestment assets where policyholders bear the investment risk
Deposits at financial institutions

Net cash provided by operating activities

Cask flows from investing activities

Cash flows provided by

Proceeds from sale of premises and equipment
Cash flows pmvidéd by investing activities

Cash flow used in

Acquisition of premises and equipment
Acquisition of intangible assets

Cash used in investing activities

Net cash nused in investing activities

Cash flows from financing activities
Dividends paid to owners of the Company
Net ¢ash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalent at beginning of period
Cash and cash equivalent at ending of period

Supplement cash flow information
Non-cash items
Investment receivable
Investment payable
Net fair value changes on available-for-sale securities

For the year ended 31 December

The accompanying notes are an integral part of these financial statements.
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Note 2017 2016
(in Baht)
19,686,583,419 18,694,882,571
(77.700,451) (31,388,483)
2,781,404,103 2,537,937,104
38,802,567 17,607,033
5,360,851 2,710,625
(5,033,839,984)  (4,474,661,046)
(2,417,058,185)  (2,270,423,837)
(1,022,770,756)  (1,216,915,752)
(1,615,867,801)  (1,653,430,375)
(625,490,436) (552,655,199)
(9,994,213,540)  (10,820,304,325)
(8,656,440) (30,396,163)
240,434,793 (13,685,674)
100,047 (1,528)
1,957,088,187 189,274,951
237,526 15,000
237,526 15,800
(41,686,591) (58,605,647
(42,871,287) (88,662,343)
(84,557,878) (147,267,990)
(84,320,352) (147,252,990}
22 (1,282,468,539) (199,003,739
(1,282,468,539) (199,003,739)
590,299,296 (156,981,778)
2,541,570,889 2,698,552,667
4 3,131,870,185 2,541,570,889
5,861,452 4,500,337
993,722,940 -
2,553,447,504 (1,706,533,673)



Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017
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Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

(@)

(b)

These notes form an integral part of the financial statements.

The financial statements issued for Thai statutory and regulatory reporting purposes are prepared in the
Thai language. These English language financial statements have been prepared from the Thai
language statutory financial statements, and were approved and authorised for issue by the Board of
Directors on 5 March 2018,

General information

Prudential Life Assurance (Thailand) Public Company Limited, (the “Company™), is incorporated in
Thailand and has its registered office at @Sathom Building, 20% - 27 Floors, 9 / 9 South Sathom
Road, Yannawa, Sathorn, Bangkok. The Company has 1 branch (2016: I branch).

The immediate and ultimate parent companies during the financial year were Staple Limited (51.2%
shareholding) which was incorporated in Thailand, and Prudential Plc. which was incorporated in the
United Kingdom, respectively.

The principal activity of the Company is to operate life assurance. Details of the Company’s subsidiary
as at 31 December 2017 and 2016 are given in notes 8 and 24.

Basis of preparation of the financial statements

Statement of compliance

The financial statements are prepared in accordance with Thai Financial Reporting Standards
(TFRSs), guidelines promulgated by the Federation of Accounting Professions (“FAP”) and the
Notification of the Office of Insurance Commission regarding “Rules, Procedures, Conditions and
Timing for the Preparation and Submission of the Financial Statements and Reporting the Operations
of Life Insurance Companies” B.E 2559, dated 4 March 2016.

The FAP has issued new and revised TFRSs effective for annual accounting periods beginning on or
after 1 January 2017. The initial application of these new and revised TFRSs has resulted in changes
in certain of the Company’s accounting policies. These changes have no material effect on the
financial statements.

In addition to the above new and revised TFRSs, the FAP has issued a number of other new and
revised TFRSs which are effective for annual financial periods beginning on or after 1 January 2018
and have not been adopted in the preparation of these financial statements.

The Company has made a preliminary assessment of the potential initial impact on the Company’s
financial statements of these new and revised TFRS and expects that there will be no material impact
on the financial statements in the period of initial application.

Basis of measurement

The financial statements have been prepared on the historical cost basis except for the following items:

Items Measurement bases
Derivative financial instruments Fair value
Trading and available-for-sale investments Fair value
Investment assets where policyholders bear Fair value

the investment risk

11



Prudential Life Assurance (Thailand) Public Company Limited
- Noftes to the financial statements
For the year ended 31 December 2017

(c)

(d)

Functional and presentation currency

The financial statements are prepared and presented in Thai Baht, which is the Company’s functional
currency. All financial information presented in Thai Baht has been rounded in the notes to the
financial statements to the nearest thousand unless otherwise stated.

Use of judgements and estimates

The preparation of financial statements in conformity with TFRSs requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised prospectively.

Assumptions and estimation uncertainties

Information about assumption and estimation uncertainties that have a significant risk of resulting in a
material adjustments to the amounts recognised in the financial statements is included in the following
notes:

Note 13 Insurance contract liabilities
Note 14 Investment contract liabilities

Long-term technical reserves

The Company determines the long-term technical reserves based on the Net Level Premium Valuation
method (NPV).

Process involved in determining assumptions

The Company determines assumptions in relation to mortality, morbidity and pricing rates that were
established at the time when insurance products designed and as approved to the Office of Insurance
Commission. These assumptions are locked-in and used for calculating the Habilities over the life of
the contract. This year, there is no change in assumption from last year, The carrying amount as at the
reporting date is provided in note 13.

Short-term fechnical reserves

Short-term technical reserves consist of loss reserve and outstanding claims and premium reserves.
The carrying amount as at the reporting date is provided in note 13.

Process involved in determining assumptions

The Company determines the loss reserves and outstanding claims in accordance with the Company’s
claim assessment. The assumptions nsed in the estimation are intended to result in provisions which
are sufficient to cover any liabilities arising out of insurance comtracts to the extent that can be
reascnably foreseen.

However, given the uncertainty in establishing a provision for insurance claims, it is likely that the
final outcome could prove to be significantly different from the original liability established.

Provision is made at the reporting date for the expected ultimate cost of settlement of all claims
incurred in respect of events up to that date, whether reported or not.

12



Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

(a)

()

(c)

~ The Company uses “Bornhuetter-Ferguson” method to estimate claims incurred but not reported

which combines, features of the Chain ladder and Expected loss ratio methods. The method is
appropriate for immature and volatile portfolio experience.

Measurement of fair values

A pumber of the Company’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities.

Further information about the methods and assumptions made in measuring fair values is disclosed in
note 23,

Significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

Exemption from consolidation

The Company has not prepared consolidated financial statements for the year ended 31 December
2017 and 2016; in accordance with the Thai Accounting Standard No.27 (revised 2016) Separate
Financial Statements and Thai Financial Reporting Standard No.10 (revised 2016) Consolidated
Financial Statements. The Company had informed all its common shareholders that management
intend to present the Company’s financial statements on a non-consolidated basis, and no objections
were raised. The results of the Company are consolidated into the financial statements of its ultimate
parent company, Prudential Plc.

Foreign currencies
Transactions in foreign currencies

Transactions in foreign currencies are translated to the functional currency at exchange rates at the
dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated to
the functional currency at the exchange rates at the reporting date. Foreign exchange differences
arising from translation are recognised in profit or loss.

Non-monetary assets and liabilities measured at cost in foreign currencies are translated to the '
functional currency at the exchange rates at the dates of the transactions.

Derivative financial instruments

Derivative financial instruments are used to manage exposure to foreign exchange and interest rate
risks arising from investment activities. Derivative financial instruments are not used for trading
purposes.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit
or loss when incurred. Subsequent to initial recognition, they are remeasured at fair value. The gain
or loss on remeasurement to fair value is recognised immediately in profit or loss.The fair value of
derivatives is based on valuation techniques, including discounted cash flow models.
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Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

(4

(e

Cash and cash equivalents

Cash and cash equivalents in the statements of cash flows comprise cash balances, call deposits and
highly liquid short-term investments.

Classification of insurance and investment contracts

The Company issues insurance contracts that transfer insurance risk. These are classified as insurance
contracts.

Insurance contracts are those contracts under which the Company accepts significant insurance risk
from the policyholder by agreeing to compensate the pelicyholder or other beneficiary if a specified
uncertain future event adversely affects the policyholder or other beneficiary, Once a contract has
been classified as an insurance contract, it remains an insurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk.
The Company defines as significant insurance risk the possibility of having to pay benefits on the

occurrence of as insured event that are at least significant level more that the benefits payable if the
insured event did not occur.

Recognition and measurement of insurance contracts
Premiums receivables
Premiums receivables are stated at their invoice value less allowance for doubtful accounts.

The allowance for doubtful accounts is assessed primarily on analysis of payment histories and future
expectations of customer payments. Bad debts are written off when incurred

For individual policies that are overdue more than the grace period, the premiums receivables will be
settled by granting automatic policy loans where the cash surrender is greater than the amount due.

Long-term technical reserves

A liability for contractual benefits and claims that are expected to be incurred in the future is recorded
when the premiums are recognised and is released when benefit and claims are incurred. The liability
is measured using assumptions considered to be appropriate for the policies in force and calculated by
the internal actuary of the Company and using the “Net Premium Valuation” method.

Loss rveserves and outstanding claims

Loss reserves and outstanding claims are recorded for the estimated cost of all claims notifted but not
settled at the reporting date, using the information available at the time. In addition, a loss reserve is also
made for the cost of claims incurred: but not reported as at the reporting date based on the Company’s
experience and historical data. Differences between the provision for loss reserves and outstanding
claims at the reporting date and subsequent revisions and settlements are included in the profit or loss.

Premium reserves

The premium reserves comprises of the unearned premium reserve and unexpired risk reserve.

14



Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

Unearned premium resevve

The uneamed premium reserve for group insurance, short-term riders and short-term insurance which
are calculated based on a pro-rata basis of the premium based on the remaining duration of each
policy.

Unexpired risks reserve

Unexpired risks reserve is the reserve for the claims, which may occur, of the in-force policy.
Unexpired risks reserve is set aside using an actuarial method. The reserve is calculated as the best
estimate of the claims, which are expected to occur during the remaining coverage periods, based on
the historical claims data.

Premium written and premium earned

Shori-term insurance contracts

Premium written is recognised as revenue on the inception date and are presented gross of premium
ceded and commissions and brokerage expenses.

Premium earned comprises of premium written during the year and change in unearned premium
reserves and is recognised as revenue proportionally over the period of coverage of insurance pelicy.

Long-term insurance contracts

First year gross premium written is recognised on the effective date. Renewal gross premium written
is recognised when premium is due, only if the policy is still in force. First year gross premium written
and renewal gross premium written are presented gross of premium ceded and commissions and
brokerage expenses.

Premium received in advance is not recognised until the due date.

Commissions and brokerage expenses

Commissions and brokerage expenses are recognised as expenses when incurred.

Benefits, claims and loss adjustment expenses

Benefits, claims and loss adjustment expenses consist of benefits, claims and losses adjustment paid
during the years, net of changes in provision for short-term insurance claims. They are recognised as
expense in profit or loss when incurred

Reinsurance

Assets, liabilities, income and expense arising from reinsurance contracts are presented separately
from the assets, liabilities, income and expense from the related insurance contracts because the
reinsurance arrangements de not relieve the Company from its direct obligations to its policyholders.
Premium ceded, reinsurer’s share of change in unearned premium reserve, commission income and

benefits, claims and loss adjustment expenses recovered from reinsurers are reognised as expense or
revenue in accordance with the pattern of reinsurance service received when incurred.
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Prudential Life Assurance (Thatland) Public Company Limited
Notes to the financial statements '
For the year ended 31 December 2017

An asset or liability is recognised in the statement of financial position representing reinsurance
receivables, reinsurer’s share of insurance contract liabilities and reinsurance payables. The net
amount is presented in the statement financial position only when the Company has a legal right to
offset the amounts and intends either to settle on a net basis or to realise the asset and settle the
liability simultaneously. The measurement of reinsurance assets is consistent with the measurement of
the underlying insurance contracts.

Amounts recoverable under reinsurance contracts are assessed for impatrment at reporting date. Such
assets are deemed impaired if there is objective evidence, as a result of an event that occurred after its
initial recognition, that the Company may not recover all amounts due and that the event has a reliably
measurable impact on the amounts that the Company will receive from the reinsurer.

Liability adequacy test

Short-term insurance comtracts

The Hability of the Company under short-term insurance contracts is tested for adequacy by comparing
the best estimate using an actuarial method with the carrying amount of unearned premiums reserve at
the reporting date. Where an expected shortfall is identified, additional provisions are made for
unearned premiums and are recognised in profit or loss.

Long-term insurance contracts

The liability of the Company under long-term insurance contracts is tested for adequacy by comparing
the best estimate of future contractual cash flows by using current assumptions with the carrying
amount of long-term technical reserves at the reporting date, Where an expected shorifall is identified,
additional provisions are made for long-term technical reserves are recognised in profit or loss.

An additional provision for liability inadequacy is made where the reserves are calculated by using
actuarial method “Gross Premium Valuation” based on current assumptions of policies in force at the
reporting date exceeds the liabilities calculated by using Net Premium Valuation method.

Unbundling of deposit components

Some insurance contracts contain both insurance component and a deposit component. In some cases,
an insurer is required or permitted to unbundle those components:

The Company’s accounting policy requires unbundling a deposit component if both the following
conditions are met:

(1) the Company can measure the deposit component (including any embedded surrender
options) separately (i.e. without considering the insurance component) and

(2) The Company’s accounting policies do not otherwise require it to recognise all obligations
and rights arising from the deposit component.
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Investments in securities
Investments in debt and equity securities

Debt securities and marketable equity securities held for trading are stated at fair value with any
resultant gain or loss recognised in profit or loss.

Debt securities that the Company has the positive intent and ability to hold to maturity are classified as
held-to-maturity investments. ' Held-to-maturity investments are stated at amortised cost, less any
impairment losses. The difference between the acquisition cost and redemption value of such debt
securities is amortised using the effective interest rate method over the period to maturity.

Debt securities and marketable equity securities, other than those securities held for trading or
intended to be held to maturity, are classified as available-for-sale investments. Available-for-sale
investments are, subsequent to initial recognition, stated at fair value and change therein, other than
impairment losses and foreign currency differences on available-for-sale monetary jtems, are
recognised directly in equity. Impairment losses and foreign exchange differences are recognised in
profit or loss. When these investments are derecognised, the cumulative gain or loss previously
recognised directly in equity is recognised in profit or loss. Where these investments are interest-
bearing, interest calculated using the effective interest method is recognised in profit or loss.

Equity securities which are not marketable are stated at cost less any impairment losses.
Initigl recognition

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

Disposal of investments

On disposal of an investment, the difference between net disposal proceeds and the carrying amount
together with the associated cumulative gain or loss that was reported in equity is recognised in profit
or loss. :

If the Company disposes of part of its holding of a particular investment, the deemed cost of the part
sold is determined using the weighted average method applied to the carrying value of the total holding
of the investment.

Investment in subsidiary

Subsidiaries are entities controlled by the Company. The Company controls an entity when it is
exposed to or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entify. Investments in subsidiaries are accounted for
using the cost method. :
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A

G

Loans
Loans are stated at the principal amounts less allowance for doubtful accounts.

The Company provides an allowance for doubtful accounts based on the overdue period and the
collateral value.

Premises and equipment

Recognition and measurement
Owned assets

Land is measured at cost less impairment losses. Building and equipment are stated at cost less
accurulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable
to bringing the assets to a working condition for their intended use, the costs of dismantling and
removing the items and restoring the site on which they are located, and capitalised borrowing costs.
Purchased software that is integral to the functionality of the related equipment is capitalised as part
of that equipment. '

When separate parts of building and equipment have different useful lives, they are accounted for
individually {major components).

Any gains and losses on disposal of an item of premises and equipment are determined by comparing
the proceeds from disposal with the carrying amount of premises and equipment, and are recoguised
net within other income in profit or loss.

Subsequent costs

The cost of replacing a part of an item of premise and equipment is recognised in the carrying amount
of the item if it is probable that the future economic benefits embodied within the part will flow to the
Company, and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servicing of premise and equipment are recognised in profit
or loss as inctured. ' '

Depreciation

Depreciation is calculated based on the depreciable amount, which is the cost of an asset, or other
amount substituted for cost, less its residual value,

Depreciation is charged to profit or loss on a straight-line basis over the estimated useful lives of each
component of an item of building and equipment. The estimated useful lives are as follows:

Buildings 20  years
Buildings improvements 5 years
Leasehold improvements Sand @ years
Office equipment and furniture 5 years
Motor vehicles ' 5 years

No depreciation is provided on freehold land or assets under construction.

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate. '
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(k) Intangible assets

U

Software licences

Software licences that are acquired by the Company and have finite useful lives are stated at cost less
accumulated amortisation and impairment losses, Software licences are amortised in profit or loss on a
straight-line basis over their estimated useful lives from the date that they are available for use. The
estimated useful lives is 5 years. '

No amoritsation is provided on intangible assets under installation.
Bancassurance agreements

Bancassurance agreements recognised in intangible asset are stated at cost less accumulated
amortisation and accumulated impairment losses (if any). They are being amortised in profit or loss
over the life of the agreements, which is 15 years, based on achievement of performance targets.

Amortisation methods, useful lives and residual rates are reviewed at each financial year-end and
adjusted it appropriate.

Impairment

The carrying amounts of the Company’s assets are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists, the assets’ recoverable
amounts are estimated.

An impairment loss is recognised if the carrying amount of an asset exceeds its recoverable amount,
The impairment loss is recognised in profit or loss unless it reverses a previous revaluation credited to
equity, in which case it is charged to equity.

When a decline in the fair value of an available-for-sale financial asset bas been recognised directly in
equity and there is objective evidence that the value of the asset is impaired, the cumulative loss that
had been recognised directly in equity is recognised in profit or loss even though the financial asset
has not been derecognised. The amount of the cumulative loss that is recognised in profit or loss is
the difference between the acquisition cost and current fair value, less any impairment loss on that
financial asset previously recognised in profit or loss.

Calculation of recoverable amount

The recoverable amount of held-to-maturity securities carried at amortised cost is calculated as the
present value of the estimated future cash flows discounted at the original effective interest rate.
Receivables with a short duration are not discounted.

The recoverable amount of available-for-sale financial assets is calculated by reference to the fair
value.

The recoverable amount of a non-financial asset is the greater of the assets’ value in use and fair value
less costs to sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset. For an asset that does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined for the cash-generating
unit to which the asset belongs.
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(n)

Reversals of impairment

An impairment loss in respect of a financial asset is reversed if the subsequent increase in recoverable
amount can be related objectively to an event occurring after the impairment loss was recognised in
profit or loss. For financial assets carried at amortised cost and available-for-sale financial assets that
are debt securities, the reversal is recognised in profit or loss. For available-for-sale financial assets
that are equity securities, the reversal is recognised in other comprehensive income.

Impairment losses recognised in prior periods in respect of other non-financial assets are assessed at
each reporting date for any indications that the loss has decreased or no longer exists. An impairment
loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Due to reinsurers and other accounts payable
Due to reinsurers and other accounts payable are stated at cost.

Employee benefits
Defined contribution plans

Obligations for contributions to defined contribution plans are personnel expensed as the related
service is provided.

Defined benefit plans

The Company’s net obligation in respect of defined benefit plans is calculated separately for each plan
by estimating the amount of future benefit that employees have earned in the current and prior periods,
discounting that amount.

The calculation of defined benefit obligations is performed by a qualified actuary using the projected
unit credit method.

Remeasurements of the net defined benefit liability, actuarial gain or loss are recognised immediately
in other comprehensive income. The Company determines the interest expense on the net defined
benefit liability for the period by applying the discount rate used to measwre the defined benefit
obligation at the beginning of the annual period, taking into account any changes in the net defined
benefit Hability during the period as a result of contributions and benefit payments. Net interest
expense and other expenses related to defined benefit plans are recognised in profit or loss.

When the benefits of a plan are changed or when a plan is curtailed, the resulting change in benefit
that relates to past service or the gain or loss on curtaifment is recognised immediately in profit or loss.
The Company recognises gains and losses on the seftlement of a defined benefit plan when the
settlement occurs.

Short-term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised
for the amount expected to be paid if the Company has a present legal or constructive obligation to
pay this amount as a result of past service provided by the employee and the obligation can be
estimated reliably. : '
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Provisions

A provision is recognised if, as a result of a past event, the Company has a present legal or
constructive obligation that can be estimated reliably, and it is probable that an outflow of economic
benefits will be required to settle the obligation.

Revenue
Interest and dividend income

Interest income is recognised in the statement of income as it accrues, except when interest is in arrears
for more than 6 months when it is recognised on a cash basis. Dividend income is recognised in profit
or loss on the date the Company’s right to receive payments is established which in the case of quoted
marketable securities is usually the ex-dividend date.

Expenses
Lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis over the
term of the lease.

Income tax expense

Income tax expense for the year comprises current and deferred tax. Current and deferred tax are
recognised in profit or loss except to the extent that they relate to a business combination, or items
recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using
tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in
respect of previous years.

Deferred tax is recognised in respect of temporary differences between the cartying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is not recognised for the following temporary differences: the initial recognition of goodwill; the
initial recognition of assets or liabilities in a transaction that is not a business combination and that
affects neither accounting nor taxable profit or loss; and differences relating to investments in
subsidiaries and jointly-controlled entities to the extent that it is probable that they will not reverse in
the foreseeable future.

The measurement of deferred tax reflects the tax consequences that would follow the manner in which
the Company expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, using tax rates enacted or substantively enacted at the reporting date.

In determining the amount of current and deferred tax, the Company takes into account the impact of
uncertain tax positions and whether additional taxes and interest may be due. The Company believes
that its accruals for tax liabilities are adequate for all open tax years based on its assessment of many
factors, including interpretations of tax law and prior experience. This assessment relies on estimates
and assumptions and may involve a series of judgements about future events. New information may
become available that causes the Company to change its judgement regarding the adequacy of existing
tax liabilities; such changes to tax liabilities will impact tax expense in the period that such a
determination is made.
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Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax
liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be
available against which the temporary differences can be utilised. Deferred tax assets are reviewed at
‘each reporting date and reduced to the extent that it is no longer probable that the related tax benefit
will be realised.

(s)  Earnings per share

The Company presents basic eamings per share (EPS) data for its ordinary shares. Basic EPS is
caleulated by dividing the profit or loss attributable to ordinary shareholders of the Company by the
weighted average number of ordinary shares cutstanding during the year.

4  Cash and cash equivalents

2017 2016
{(in thousand Baht}
Cash on hand 1,755 13,163
Deposits at banks - call deposits 1,870,115 2,328,408
Deposifs at banks - time deposits 1,260,000 200,000
Total 3,131,870 2,541,571

As at 31 December 2017 and 2016, cash and cash equivalents were denominated entirely in Thai Baht.

5 Premiums due and uncollected

As at 31 December 2017 and 2016, the balances of premiums due and uncollected are classified by
aging as follows:

2017 2016
(in thousond Baht)

Within due 410,042 471,281
Overdue

Not over than 30 days 72,092 36,923

31 - 60 days 380 713

61 - 90 days 332 698

91 days - | year 339 689

over | year 468 460
Total 483,653 510,764
Less allowance for doubtful accounts (1,218) (611)
Net 482,435 510,153

The Company has established procedures for following up on the collection of premiums due and
uncollected from agents and brokers to ensure it is made within the credit terms. Legal action is taken
against agents and brokers on a case-by-case basis when premiums due and uncollected are overdue.
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Investments in securities

Investments in securities types

Trading and available-for-sale securities comprise of:

Trading securities
Unit trusts
Total trading securities

Available-for-sale securities

Government and state enterprise securities

Bonds
Debentures
Notes

Private securities
Debentures
Notes

Foreign securities
Bonds

Unit trusts

Exchange Traded Fund

Total

Less allowance for impairment
Total available-for-sale securities

23

2017
Cost/
amortised Unrealised Unrealised Fair
cost gain loss value
{in thousand Baht)
1,896 339 (5) 2,230
1,896 339 (5) 2,230
45,284,130 3,028,483 (423,031) 47,889,582
4,140,938 314,808 (292) 4,455,454
1,000,000 182,950 - 1,182,990
27,520,996 1,262,503 (47,581} 28,735,618
217 - - -
2,138,765 25,225 (11,132} 2,152,858
2,121,298 601,488 - 2,722,186
1,742,408 . (129,751} 1,612,657
83,948,752 5,415,497 {612,087) 88,751,945
(217) . - -
83,948,535 5,415,497 (612,087) 88,751,945
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(c)

Trading securities

- Unit trusts

Total trading securities

Available-for-sale securities
Government and state enterprise securities
Bonds

Debentures

Notes

Private securities
Debentures
Notes

Foreign securities

Bonds

Unit frusts

Exchange Traded Fund

Total

Less allowance for impairment
Total available-for-sale securities

Held to maturity securities comprise of:

Held-to-maturity securities

Deposit at banks with original
maturity over 3 months

Total held-to-maturity securities

General investments comprise of:

General investments '

Equity securities - ordinary shares
Less allowance for impairment
Total general investments

2016
Cost/
amortised Unrealised Unrealised Fair
cost gain loss value
{in thousand Baht)
1,843 263 (14) 2,092
1,843 263 (14) 2,092
36,051,224 2,037,787 {1,009,548} 40,979,463
4,260,807 172,688 (8,026} 4,425,465
1,000,000 119,557 - 1,119,557
22,789,308 865,726 {222,298) 23,432,739
217 - - -
1,914,866 30,212 (5,825) 1,939,253
1,201,126 242,984 - 1,444,110
1,742,408 26,703 - 1,769,111
72,859,956 3,495,660 (1,245,697} 75,109,702
(217) - . -
72,859,739 3,495,660 (1,245,697} 75,109,702
2017 2016
Cost/ Cost/
amortised amortised
cost Fair value cost Fair value
{in thousand Baht) (in thousand Baht}
- - 100 100
- - 100 100
2017 2016
Cost/ Cost/
carrying carrying
value Fair value value Fair value
{in thousand Baht) (in thousand Baht)
1,063 5,033 1,063 4,984
{463) - (463) -
600 5,033 600 4,984

Deposits at banks which were pledged as collateral for issuing letters of guarantee for use of electricity
and post office services were cancelled and closed in August 2017 (31 December 2016. Baht 0.1

million).
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6.2 Remaining period of investments in debt securities

As at 31 December 2017 and 2016, investments in debt securities were classified by the remaining
period to maturity as follows:

2017
Maturity )
Within Over
1 year - 1-5years 5 - 10 years 10 years Total
{in thousand Baht)
Available-for-sale securities
Government and state enterprise securities
Bonds 4,597,17¢ 1,082,090 6,448,871 30,155,999 45,284,130
Debentures 102 2,070,347 1,358,662 511,827 4,140,938
Notes B - - 1,600,000 1,000,000
Private debt securities
Debentures 405,295 4,648,666 18,732,354 3,734,681 27,520,996
NMotes 217 - - - 217
Foreign debt securities
Bonds - 1,815,901 322,864 - 2,138,765
Total 5,002,784 9,617,004 30,062,751 35,402,507 80,085,046
Add unrealised gain from fair value 8,847 445,832 1,598,155 2,278,839 4,331,673
changes on securities
Less allowance for impairment (217) - - - (217)
Total available-for-sale securities 5,011,414 10,062,836 31,660,906 37,681,346 84,416,502
Held-to-matnurity securities
Deposits at banks with original
maturify over 3 months - T . . - -
Total held-to-maturity securities - - - - -
Total debt securities 5,011,414 10,062,836 31,660,906 37,681,346 84,416,502
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6.3

26

2016
Maturity
Within Over
1 year 1 -5 years 5- 10 years 10 years Total
{in thousand Baht)
Available-for-sale securities
- Government and state enterprise securities
Bonds 160,000 2,512,483 9,065,587 28,213,154 39,951,224
Debentures - 503,379 2,795,927 561,561 4,260,807
Notes - - - 1,000,000 1,000,000
Private debt securities
Debentures 539,958 5,559,979 12,437,927 4,251,444 22,789,308
Notes 217 - - - 217
Foreign debt securities
Bonds - - 1,154,186 558,158 202,522 1,914,866
Total 700,178 10,130,027 24,857,599 34,228,621 69,916,422
Add unrealised gain from fair value 10,508 462,358 967,935 539,075 1,980,276
changes on securities

Less allowance for impairment (217} - - - (217}
Total available-for-sale securities 710,866 10,592,385 25,825,534 34,767,696 71,896,481
Held-to-maturity securities
Deposits at banks with original

maturity over 3 menths 100 - - - 160
Total held-to-maturity securifies 100 - - - 100
Total debt securities 710,966 10,592,385 25,825,534 34,767,696 71,896,581
Net fair value changes on available-for-sale securities

31 December
2017 2016
{(in thousand Baht)

Net change in fair value on available-for-sale securities 4,803,410 2,249,963
Less deferred tax liability {960,682) {449.993)
Net 3.842,728 1,799,970
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7 Loans

As at 31 December 2017 and 2016, loans and accrued interest receivables were classified by aging as follows:

2017
Policy loans Mortgage loans Other loans Total
Accrued Accrued Accrued Accrued
interest interest interest interest
Outstanding period Principal receivable’ Principal receivable’ Principal receivable’ FPrincipal receivable” Total
(in thousand Baht}
Current 2,026,942 198,550 - - 38 - 2,027,030 198,550 2,225,580
Overdue over 12 months - - 1,104 - - - 1,104 - 1,104
Total 2,026,942 198,550 1,104 - 88 - 2,028,134 198,550 2,226,684
Less allowance for doubtful accounts - - -(1,104) - - - (1,104) - {1,104)
Net 2,026,942 198,550 - - 88 - 2,027,030 198,550 2,225,580
2016
Policy loans Mortgage loans Other loans Total
Accrued Accrued Accrued Accrued
interest interest interest interest
Qutstanding period Principal receivable’ Principal receivable” Principal receivable’ Principal receivable” Total
{in thousand Baht}
Current 1,630,843 161,823 - - - - 1,630,843 161,823 1,792,666
Overdue over 12 months - - 1,104 - - - 1,104 - 1,104
Total 1,630,843 161,823 1,104 - - - 1,631,947 161,823 1,793,770
Less allowance for doubtful accounts - - (1,104) - - - (1,104) - (1,104)
Net 1,630,843 161,823 - - - - 1,630,843 161,823 1,792,666

* Presented in accrued investment income in the statement of financial position.

Other loans were personal guarantee loans to staff with interest rates of 5.18% - 5.25% per annum (31 December 2016: nil).
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8  Investment in subsidiary

Investment in subsidiary as at 31 December 2017 and 2016 was as follows:

Typeof Ownership interest Patd-ugp capital At cost Allowance for impairment loss At cost - net
Name of subsidiary business 27 2016 2017 2016 2047 2016 2017 2016 2017 2016
%) (in thousand Bafy)

Thanachart Life

Assurance Public

Company Limited Life insurance 106 100 3,708 3,708 2,129,313 2,129,313 (2,121,866) (2,121,851) 7447 7,462
The movement in the carrying value of the Subsidiary was as follows:

2017 2016
{in thousand Baht)

At I January 7,462 7,475
Less allowance for impairment {15) (13)
At 31 December 7,447 7,462

As at 31 December 2017, the Company has not yet completed the liquidation process.
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9

Investment assets where policyholders bear the investment risk

Unit trusts in fixed income funds
Unit trusts in equity funds
Unit trusts in mixed funds
Total
Add unrealised surpluses from fair
value changes in investments
Total Investment assets where policyholders
bear the investment risk

2017
Fair Fair
Cost value Cost value
(in thousand Baht)
517,940 521,822 476,698 483,473
1,700,865 1,784,936 882,138 863,680
617,036 662,652 306,030 322,507
2,835,841 2,969,410 1,664,866 1,669,660
133,569 - 4,794 -
2,969,410 2,969,410 1,669,660 1,669,660
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10 Premises and equipment

Office
Buildings Leasehold equipment Assets under
Land Buildings tmprovements  improvemenis  and furniture construction Total
(in thousand Baht)

Cost
At 1 January 2016 5,562 17,823 7,571 189,331 201,523 4,041 425,851
Additions - - - 4913 30,596 25,631 61,140
Transfers (718) (4,709) “ 18,248 6,725 (24,973) (5,427
Disposals and write-offs - - - - (30) - {30)
At 31 December 2016 and 1 January 2017 4,844 13,114 7,571 212,492 238,814 4,699 481,534
Additions - - - 897 32,780 8,438 42,115
Transfers ~ - - - 12,864 {12,864) -
Disposals and write-offs - - - {3,332) (8,172) {273) (11,777)
At 31 December 2017 4,844 13,114 7,571 214,057 276,286 - 511,872
Accumulated depreciation
At 1 January 2016 - 17,822 6,654 73,317 154,099 - 251,892
Depreciation charge for the year - - “ 22,886 17,634 - 40,520
Transfers - (4,709 - - - - (4,709
Disposals and write-offs - - - - {30) - {30)
At 31 December 2016 and 1 January 2017 “ 13,113 6,654 96,203 171,703 - 287,673
Depreciation charge for the year - - - 23,793 26,897 - 50,690
Transfers - “ - - - - -
Disposals and write-offs - - - (3,332) {8,159) - (11,491}
At 31 December 2017 - 13,113 6,654 116,664 190,441 - 326,872
Net book value
At 1 January 2016 5,562 I 917 116,014 47,424 4,041 173,959
At 31 December 2016 and 1 January 2017 4,844 1 917 116,289 67,111 4,699 193,861
At 31 December 2017 4,844 1 917 93,393 85,845 - 185,000

The gross amount of the Company’s fully depreciated building and equipment that was still in use as at 31 December 2017 amounted to Baht 227.9 million
(2016: Baht 197.7 million). :
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11 Intangible assets
Software
Software under Bancassurance
licenses construction agreement Total
(in thousand Baht)

Cost
At 1 January 2016 145,343 59,160 12,775,406 12,979,909
Additions 26,428 62,235 - 88,663
Transfers in/ (out) 63,631 (63,631) . .
Disposals - (7,375) - (7,375)
At 31 December 2016 and

1 January 2017 235,402 50,389 12,775,406 13,061,197
Additions 12,368 30,625 - 42,993
Transfers in/ (out) 28,359 (28,359) - -
Disposals (24) (1,976) - (2,000)
At 31 December 2017 276,105 50,679 12,775,406 13,102,150
Accumulated amortisation
At 1 January 2016 88,012 - 539,476 627,488
Amortisation ¢harge for the year 22,335 - 177,972 200,307
At 31 December 2016 and

1 January 2017 110,347 - 717,448 827,795
Amortisation charge for the year 38,157 - 302,022 340,179
Disposals and write-offs 24) - - 24)
At 31 December 2017 148,480 - 1,019,470 1,167,950
Net book value .
At 1 January 2016 37,331 59,160 12,235,930 12,352,421
At 31 December 2016 and

1 January 2017 125,055 50,389 12,057,958 12,233,402
At 31 December 2017 127,625 50,679 © 11,755,936 11,934,240

12 Deferred tax
Deferred tax assets and liabilities as at 31 December 2017 and 2016 were as follows:
2017 2016
(in thousand Baht)

Deferred tax assets 46,403 64,333
Deferred tax liabilities {1,011,618) (455,820}
Net deferred tax liabilities {965,215) (391,487)
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Movements in total deferred tax assets and liabilities for the year ended 31 December 2017 and 2016

were as follows:

Deferred tax assets

Premises and equipment

Intangible assets

Employee benefit obligations

Unpaid policy benefits

Actuarial loss on defined benefit plan -
Premium reserve

Provision for forward valuation

Total

Deferred tax liabilities

Net fair value changes on
available- for-sale securities

Intangible assets

Unrealised gain on year-end exchange
rate adjustment from foreign currency
bonds

Provision for revaluation of trading
securities

Actuarial gain on defined benefit plan

Provision for forward valuation

Total

Net

{Charged) / Credited to:
At Other At
1 January Profit comprehensive 31 December
2017 or loss income 2017
{Note 20)
(in thousand Baht)
15,778 (2,164) - 13,614
2,294 (2,279) - 15
25,609 (1,168) - 24,441
3,680 2,884 . 6,564
1,462 - (1,462) -

- 1,769 - 1,769
15,510 (15,510) - -
64,333 (16,468) (1,462) 46,403

(449,993) - (510,689) (960,682)
(1,398) 1,398 - -
(4,379) 581 ~ (3,798)

(50) (7 . @7

- - (969) (969)
- (46,102) - (46,102)
(455,820) (44,140) (511,658) (1,011,618)
(391,487) (60,608) (513,120) (965,215)

32



Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

(Charged) / Credited to:
At Other At
1 January Profit comprehensive 31 December
2016 or loss income 2016
{Note 20)
(in thousand Baht)

Deferred tax assets _

Premises and equipment 13,166 2,612 - 15,778
Intangible assets 2,294 - - 2,294
Provisions 15,871 {15,871) - -
Employee benefit obligations 37,038 (11,429) - 25,609
Unpaid policy benefits 5,096 (1,416) - 3,680
Actuarial loss on defined benefit plan 978 - 484 1,462
Provision for forward valuation S 15,510 - 15,510
Total - 74,443 (10,594) 484 64,333

Deferred tax liabilities
Net fair vatue changes on

available- for-sale securities (791,299) - 341,306 (449,993)
Intangible assets (202) (1,196) - (1,398)
Unrealised gain on year-end exchange

rate adjustment from foreign currency

bond (445) (3,934) - (4,379
Provision for revaluation of trading :

investment (31 (19) - (50)
Interest income {142) 142 - -
Total (792,119) (5,007) 341,306 {455,820)
Net (717,676) (15,601) 341,790 (391,487)
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13 Insurance contract liabilities

2017 2016

Liabilities Reinsurers’ Liabilities Reinsurers’
under insurance share under insurance share
contracts liabilities Net contracts liabiiities Net
(in thousand Baht)

Long-term technical reserves 76,027,733 - 76,027,733 65,633,184 - 65,633,184
Short-term technical reserves

Loss reserves and outstanding claims

. Case reserves 26,878 - 26,878 471 093 - 41,093
- Incurred but riot reported 21,010 - 21,010 456 - 456
Total loss reserves and outstanding claims 47,888 - 47,888 41,549 - 41,549
Uneamed premium reserves 238,610 - 238,610 321,136 - 321,136
Total short-term technical reserves 286,498 - 286,498 362,685 - 362,685
Unpaid policy benefits 224,672 - 224,672 228,698 - 228,698
Due to insured 221,344 - 221,344 139,042 - 139,042
Total 76,760,247 - 76,760,247 66,363,609 - 66,363,609
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13.1 Long-term technical reserves

At 1 January

Reserve mcrease from new and inforce policies
during the year

Reserves released for benefits payment, lapse and cancel
policies during the year

At 31 December

13.2 Short-term technical reserve

13.2.1 Loss reserves and outstanding claims

At 1 January

Insurance claim expense incurred during the year
Insurance claim expense paid during the year

At 31 December

13.2.2 Unearped premium reserves

At 1 January

Premium written in the year
Earned premium in the year
At 31 December

13.3 Unpaid policy benefits

Death

Unpresented cheques for benefits and claims payment
Others

Total

35

2017 2016
{(in thousand Baht)
65,633,184 55,793,120
13,585,957 12,030,098
(3,191,408) (2,190,034)
76,027,733 65,633,184
2017 2016
{(in thousand Baht)
41,549 33,258
450,664 708,943
(444,325 {700,652)
47,888 41,549
2017 2016
(in thousand Baht)
321,136 263,270
75,955 174,711
(158,481) (116,845}
238,610 321,136
2017 2016
(in thousand Baht}
67,278 101,438
145,573 117,360
11,821 9,900
224,672 228,698
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13.4 Due to insured

Policyholder deposits

Advance premium
-Others

Total

14 Investment contract liabilities

The movement of investment contract liabilities are as follow;

At 1 January

Deposit during the year
Withdrawal during the year

Valuation adjustment during the year

At 31 December

1S Share capital

Authorised

At 1 January

- ordinary shares

At 31 December

- ordinary shares

Issued and paid-up
At 1 January

- ordinary shares
At 31 December

- ordinary shares

Par value

per share

(in Baht)
9.14

9.14

9.14

9.14

2017 2016
(in thousand Baht)
213,770 129,208
146 211
7,428 9,623
221,344 139,042
2017 2016
(in thousand Baht)
1,670,612 1,544,156
1,772,999 275,254
{613,124) (268,015)
201,928 119,217
3,032,415 1,670,612
2017 2016
Number Amount Number Amount
(thousand shaves / thousand Baht)
2,211,153 20,209,935 2,211,153 20,209,935
2,211,153 20,209,935 2,211,153 20,209,935
2,211,153 20,209,935 2,211,153 20,209,935
2,211,153 20,209,935 2,211,153 20,209,935

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are
entitled to one vote per share at meetings of the Company.
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16 Reserves

17

Legal reserve

Section 116 of the Public Companies Act B.E. 2535 requires that a public company shall allocate not
less than 5% of its annual net profit, less any accumulated losses brought forward, to a reserve account
(“legal reserve™), until this account reaches an amount not less than 10% of the registered authorised

capital. The legal reserve is not available for dividend distribution.

Other components of equity

Fair value changes in available-for-sale securities

The fair value changes in available-for-sale securities account within equity comprises the cumulative
net changes in the fair value of available-for-sale securities until securities are derecognised or

impaired.

Net investment income

2017 2016
(in thousand Baht)

Dividend income
Other parties 38,803 17,607

38,803 17,607
Interest income ]
Other parties 2,769,277 2,520,749

2,769,277 2,520,749

Interest expense
Subsidiary (112) (113)
Other parties (1,667} {(70)

1,779 (183)
Total 2,806,301 2,538,173
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18

19

20

Operating expenses

Personnel expense
Premises and equipment expense

"Taxes and duties

Bad debt and doubtful accounts expense (reversal)
Directors’ remuneration

Other operating expenses

Total

Employee benefit expenses

Wages and salaries
Defined benefit plans
Defined contribution plans
Others

Total

2017 2016
(in thousand Baht)

978,435 752,665
282,569 267,256
84,230 81,801
607 (1,424)
639 2,066
442,125 364,941
1,788,605 1,467,405

2017 2016

(in thousand Baht)

624,251 535,273
20,800 19,807
36,465 30,692
331,695 207,870
1,013,211 793,642

The defined contribution plans comprise provident funds established by the Company for its
employees. Membership to the fund is on a voluntary basis. Contributions are made monthly by the
employees at rates ranging from 3% to 15% of their basic salaries and by the Company at rates ranging
from 5% to 10% of the employees’ basic salaries. The provident fund is registered with the Ministry of

Finance as juristic entity and is managed by a licensed Fund Manager.

Income tax

Income tax recognised in profit or loss

Current tax expense
Current year
Adjusted prior year income tax

Deferred tax expense

Movements in temporary differences
Adjusted prior year deferred tax
Total income tax expense
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2017 2016
(in thousand Baht)
470,196 558,113
(10,393) 39,205
54,670 4,592
5,938 11,009
520,411 612,919
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Reconcilintion of effective tax rate

2017 o 2016

Rate (in thousand Rate (in thousaned

(%6} Bahi} (%6) Baht)
Profit before income tax : 2,325,964 2,621,889
Income tax using the Thai corporation tax rate 20 465,193 20 524,378
Income not subject to tax and expenses not _

deductible for tax purposes (731) 2,733

Adjust related to prior year (4,455) 50,214
No deferred tax provision on timing differences 60,404 35,594
Total 22 520,411 23 612,919

Income tax reduction

Revenue Code Amendment Act No. 42 B.E. 2559 dated 3 March 2016 grants a reduction of the
corporate income tax rate to 20% of net taxable profit for accounting periods which being on or after 1
January 2016. '

21  Basic earnings per share

The calculations of basic earnings per share for the years ended 31 December 2017 and 2016 were
based on the profit the years attributable to ordinary shareholders of the Company and the ordinary
shares outstanding during the years as follows:

2017 2016
Profit for the year attributable to ordinary
shareholders of the company (basic) (in thousand Baht} 1,805,553 2,008,970
Number of ordinary shares outstanding (in thousand shares) 2,211,153 2,211,153
Basic earnings per share (basic) (in Baht) 0.82 0.91

22  Dividends

On 17 August 2016, the Company received the approval from the Office of Insurance Commission to
pay the dividend to shareholders within an amount of Baht 200 million. On 25 August 2016, at the
extraordinary shareholder meeting, the shareholders of the Company unanimously resolved the
appropriation of dividend of Baht 0.09 per share, amounting to Baht 199 million. The dividend was paid
to shareholders in September 2016.

At the Company’s Annual General Meeting of the sharcholders held on 24 April 2017, the
shareholders unanimously resolved the appropriation of dividend not exceeding Baht 1,908 million.

On 26 April 2017, the Company received the approval from the Office of Insurance Commission to pay
the dividend to shareholders within an amount of Baht 1,296 million or Baht (.58 per share. The
dividend amounting to Baht 1,282 million or Baht 0.58 per share was paid to shareholders in May
2017.
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23 Insurance and finance risks management

23.1 Financial risk management policies

The Company is exposed to normal business risks from changes in market interest rates and currency
exchange rates and from non-performance of contractual obligations by counterparties. The Company
-does not hold or issue derivative financial instruments for speculative or trading purposes.

Risk management is integral to the whole business of the Company. The Company has a system of
controls in place to create an acceptable balance between the cost of risks occurring and the cost of
managing the risks. The management continually monitors the Company’s risk management process to
ensure that an appropriate balance between risk and control is achieved.

23.2 Insurance risk management

Insurance risk is the risk under any one insurance contract which is the possibility that the insured
event occurs and the uncertainty of the amount of the resulting claim. By the very nature of an
insurance contract, this risk is random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the Company faces under its insurance contracts is that the actual
claims and benefit payments exceed the carrying amount of the insurance contract liabilities. This
could occur because the frequency or severity of claims and benefits are greater than estimated.
Insurance events are random and the actual number and amount of claims and benefits will vary from
year to year from the level established using statistical techniques.

Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less likely
to be affected across the board by a change in any subset of the portfolio. Risks that are specific to the
various types of insurance contracts are elaborated as follow:

23.2.1 Underwriting risks

For contracts where death is the insured risk, the most significant factors that could increase the
overall frequency of claims are epidemics or widespread changes in lifestyle, such as eating, smoking
and exercise habits, resulting in earlier or more claims than expected. For contracts where survival is
the insured risk and the most significant factor is continued improvement in medical science and social
conditions that would increase longevity.

The underwriting strategy is intended to ensure that the risks underwritten are well diversified in terms
of the type of risk and the level of insured benefits. The risk selection process determines the groups of
insurance risk that are acceptable to the Company so that diversification of insurance risk types is
achieved. At the same time, this is to ensure within each of these risk types, there is a sufficiently
large population of risks to reduce the variability of the expected outcome.

Each group of insurance risks is classified into categories of standard and degree of substandard
through underwriting. Medical selection and financial underwriting guidelines included in the
Company’s underwriting procedures allow the correct assignment of insurance risk to the appropriate
classes. Each class has varied premium to reflect the health condition and family medical history of
the applicants
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Claims risk

Claims risk refers to the possibility that the frequency or severity of claims arising from insurance
contracts exceeds the level assumed when the products were priced.

Claim trends are monitored on an ongoing basis. Exposure to large claims is managed by establishing
policy retention limits, which vary by products. Policies in excess of the limits are reinsured with other
companies.

Mortality and meorbidity is monitored monthly and the overall experience was within the Company’s
assumptions used in “Gross premium valuation” reserve calculation.

Investment refurns

The Company’s policy of closely matching the cash flows of assets with those of the corresponding
liabilities is designed to mitigate the Company’s exposure to future changes in interest rates. The
interest rate risk positions are monitored on an ongoing basis due to the mismatch of assets and
corresponding liabilities, which reduces capital adequacy ratio.

Policyholder behaviour

The Company seeks to design products that minimize financial exposure to lapse, surrender and other
policyholder behaviour risk. The Company monitors lapse, surrerider and other policyholder behaviour
experience. Policyholder behaviour experience was when compared to the Company’s assumptions
used in the “Gross premium valuation” reserve calculation.

Expense overrun risk

The Company prices its products to cover the expected costs of servicing and maintaining them. The
Company monitors expenses monthly, including comparisons of actual expenses to expense levels
allowed for in pricing and valuation.

In pricing insurance products the Company manages expense overrun risk by allowing for an
appropriate level of expenses that reflects a realistic medium-term to long-term view of the underlying
cost structure. A disciplined expense budgeting and management process is followed that controls
expenses within product pricing allowances over the medium to long term.

23.2.2 Concentration of insurance risk

Concentrations of risk may arise where a particular event or a series of events could impact heavily
upon the Company’s insurance contract liabilities. Such concentrations may arise from a single
insurance contract or through a small number of related contracts, and relate to circumstances where
significant liabilities could arise.

Insurance risk for contracts is also affected by the policyholders’ right to pay reduced or no future
premiums, or to ferminate the contract completely. As a result, the amount of insurance risk is also
subject to policyholder behaviour. On the assumption that policybolders will make decisions
rationally, overall insurance risk can be assumed to be aggravated by such behaviour. The Company
has factored the impact of policyholders’ behaviour into the assumptions used to measure insurance
contract liabilities.

The Company has life insurance for participating and non-participating contracts with guaranteed -
benefits. The amount of risk to which the Company is exposed depends on the level of guarantees
inherent in the contracts and the current inferest rate. The changes in interest rate will not cause a
change to the amount of the liability, unless the change is material enough fo trigger a liability
adequacy test adjustment.
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As at 31 December 2017, the discount interest rates for the purpose of the lability adequacy test, in
accordance with industry practice, is the average of eight quarters of the zero coupon Thailand
government bond yield curve plus illiquidity premium of 25 - 42 basis points (37 December 2016: 27 -
49 basis points). Management monitors the sensitivity to changes in rates on an ongoing basis. A
decrease of 130 basis points from current market interest rates would not be trigger a liability
adequacy test adjustment.

Capital management

The Company’s capital management policy is t0 maintain a strong capital base to meet policyholders’
obligations and the requirements of the Office of Insurance Commission, to create shareholder value
and deliver sustainable returns to shareholders.

In accordance with and the requirements of the Office of Insurance Commission, all insurers are
required to maintain a minimum at least 140% of capital adequacy ratio. It is the Company’s policy to
hold capital levels in excess of minimum requirement,

Interest rate risk

Interest rate risk is the risk that future movements in market interest rates will affect the results of the
Company’s operations and its cash flows.

At 31 December 2017 and 2016, the significant financial assets classified by type of interest rate were
as follows:

2017
Floating
Non-interest interest Fixed interest
bearing rate rate Total
(in thousand Baht)
Cash and cash equivalents 59,126 1,812,744 1,260,000 3,131,870
Investments in securities
Bonds - 1,881,909 48,160,531 50,042,440
Debentures - “ 33,191,072 33,191,072
Notes - - 1,182,990 1,182,990
Policy loans - ~ 2,026,942 2,026,942
Total 59,126 3,694,653 85,821,535 89,575,314
2016
Floating
Non-interest interest Fixed interest
bearing rate rate Total
{in thousand Baht)
Cash and cash equivalents 30,834 2,310,737 200,000 2,541,571
Investments in securities
Bonds - 1,791,740 41,126,976 42,918,716
Debentures - - 27,858,208 27,858,201
Notes - - 1,119,557 1,119,557
Deposits at banks with original
maturity over 3 months - - 100 100
Policy loans - - 1,630,843 1,630,843
Total 30,834 4,102,477 71,935,684 76,068,995

42



Prudential Life Assurance (Thailand) Public Company Limited
Notes to the financial statements
For the year ended 31 December 2017

At 3] December 2017 and 2016, the significant financial assets carrying interest rate at fixed rates were
classified, according to the period from the reporting date to the maturity date. The details were as

follows:
2017
Average
interest rate After 1 year
(% per No . Within but within
annum} maturity | year 5 years After 5 years Total
(in thousand Baht}
Cash and cash
equivalent 0.64 - 1,260,000 - - 1,260,000
Investment in
securities
Bonds 3.46 - 4,598,152 2,201,730 41,360,649 48,160,531
Debentures 4.10 - 413,262 7,075,507 25,702,303 33,191,072
Notes 4.10 - - - 1,182,990 1,182,990
Policy loans 4.00-8.00 2,026,942 - - - 2,026,942
Total 2,026,942 6,271,414 9,277,237 68,245,942 85,821,535
2016
Average
interest rate After 1 year
(% per No Within but within
annum) maturity 1 year 5 years After 5 years Total
¢in thousand Baht}
Cash and cash 0.85 - 200,000 - - 200,000
equivalent
Investment in
securifies -
Bonds 3.85 - 161,763 3,077,670 37,887,543 41,126,976
Debentures 431 - 549,102 6,747,259 20,561,847 27,858,208
Notes 4,10 - - 1,119,557 1,119,557
Deposits at banks
with original
maturity
over 3 months 1.56 - 100 - - 100
Policy loans 4.50-8.00 1,630,843 - - - 1,630,843
Total 1,630,843 910,965 9,824,929 59,568,947 71,935,684

Policy loans are fully collateralised by the value of the underlying policy and carry interest rates which
follow the regulations of the Office of Insurance Commission. The average rate of interest in the year
ended 31 December 2017 was 4.00% - 8.00% per annum (20/6: 4.50% - 8.00% per annum). The
contractual maturity of these loans would generally follow the maturity profile of the underlying
insurance policy with which they are asscciated. Policyholders may repay policy loans prior to

maturity.
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23.5 Foreign currency risk

23.6

237

23.8

The Company is exposed to foreign currency risk relating to settlement of financial assets and
financtal liabilities which are denominated in foreign currencies.

At 31 December 2017 and 2016, the Company were exposed to foreign currency risk in respect of

. financia] assets and liabilities denominated in the following currencies:

Note 2017 2016
{in thousand Baht)
Investment in securities (US Dollars) 6.1 5,625,743 4,958,043
Gross risk exposure in the statements of financial position 5,625,743 4,958,043
Notional amount of foreign exchange forward contracts 27 (c) (5,596,268)  (4,619,896)
Notional amount of cross currency swap contracts 27 (¢ (349,272) {349,272)
Net risk exposure (319,797} {11,125)
Other payable - related parties (Hong Kong Dollars) 24 2,025 480
Other payable - related parties (US Dollars) 24 1,437 29,633
Other payable - related parties (Ringgit} 24 24 6,229
Accrued consuiting fee - Related Parties (Singapore Dollars) 24 26,015 24,102
Gross risk exposure in the statements of financial position 29,501 60,444

Credit risk

Credit risk is the potential financial loss resulting from the failure of a customer or counterparty to
settle its financial and contractual obligations to the Company as and when they fall due.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing
basis. Credit evaluations are performed on all debt securities of customers requiring credit over a
certain amount. At the reporting date there were no significant concentrations of credit risk. The
maximum exposure to credit risk is represented by the carrying amount of each financial asset in the
reporting date.

Equity price risk

The exposure to equities is managed carefully in accordance with the Company’s asset allocations. The
asset allocations are designed with consideration to liabilities’ obligations, capital requirements, and
mandates from the Company’s external regulators and its monitored on an ongoing basis.

The nature of the Company’s exposures to equity risk and its objectives, policies and processes for
managing equity risk have not changed significantly from the prior period.

Liquidity risk

The Company monitors its liquidity risk and maintains a level of cash and cash equivalents deemed
adequate by management to finance the Company’s operations and to mitigate the effects of
fluctuations in cash flows,

The Company’s non-cash financial assets mainly comprise cash and cash equivalents, deposits with
financial institutions and investments in securities which are highly liquid and are able to be sold
quickly at close to their fair value when the Company wishes to raise funds.

The following tables show information about the estimated timing of the undiscounted net cash flows
from the Company’s insurance and investment contract liabilities. The analysis provided is by
estimating timing, of the amounts recognised in the statement of financial position.
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23.9

Estimated undiscounted net cash flows

6-10 1115 More than
Amount 1 -3 years years years 16 years Total
{in thousand Baht) (%)
31 December 2017
Liabilities
Insurance and investment
contracts liabilities 97,783,992 2.5 43.1 26.0 21.4 100.0
Estimated undiscounted net cash flows
1 -5 years 6-10 11-15 More than
Amount years years 16 years Total
(in thousand Baht) (%)
31 December 2016
Liabilities .
Insurance and investment
contracts liabilities 88,109,389 04 47.4 30.7 21.5 100.0.

Fair values of financial assets and liabilities
Fair value hierarchy

Analyses recurring fair value measurements for financial assets and financial liabilities. These fair
value measurements are categorised into different levels in the fair value hierarchy based on the inputs
to valuation techniques used. The different levels are defined as follows.

¢ Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

« Level 3: input for the asset or liability that are not based on observable market data (unobservable
inputs).

The Company recognises transfers between levels of the fair value hierarchy as of the end of reporting
period during which the transfer has occurred. There were no transfers between Level 1 to Level 2 of
the fair value hierarchy during the year ended 31 December 2017 and 2016.

The following methods and assumptions were used by the Company in estimating fair value of
Sfinancial assets and financial liabilities as disclosed herein.

The carrying value of these financial instruments, cash and cash equivalents, accrued imvestment
income, premiums due and uncellected, loans, due to reinsurers, unpaid policy benefit loss reserves
and outstand claim and other payables approximates the fair value,

The Company determines Level 2 fair values for debt securities using the clean price on last day of the
period provided by the Thai Bond Market Association and foreign issued debt securities are based on
broker quotes.

The Company determines Level 2 fair values for unit trusts using the net asset value (NAV) on the last
business day of the period provided by assets management companies.

The Company determines Level 2 fair values for promissory notes using discounted cash flow
technique, which uses contractual cash flows and a market - related discount rate.

Level 2 fair values for simple over-the-counter derivative financial instruments are based on broker
quotes.
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23.9.1 Financial assets carried at fair value.

The Company have an established control framework with respect to the measurement of fair values.
This is to ensure that prudent revaluation principles and proper internal control procedures are in place.

The following table analyses significant financial assets carried at fair value at the reporting date, by
the level in the fair value hierarchy into which the fair value measurement is categorised.

Fair value
Tevel 1 Level 2 Level 3 Total
{in thousand Baht)

31 December 2017
Financial assets
Trading securities
Private securities
Unit trusts 2,230 - - 2,230
Total trading securities 2,230 - - 2,230
Available-for-sale securities
Government and state enterprise

debt securities - 53,528,026 - 53,528,026
Private debt securities - 28,735,618 - 28,735,618
Foreign debt securities - 2,152,858 - 2,152,858
Unit trusts and Exchange Traded Fund 4,274 857 60,586 - 4,335,443
Total available-for-sale securities 4,274,857 84,477,088 - 88,751,945
Investment assets where policyholders bear

the investment risk 2,969,410 - - 2,969,410

Fair value
Level 1 Level 2 Level 3 Total
(in thousand Baht)

31 December 2016
Financial assets
Trading securities
Private securities
Unit trusts ' 2,092 - - 2,092
Total trading securities 2,092 - - 2,092
Available-for-sale securitles .
Government and state enterprise

debt securities - 46,524,489 - 46,524,489
Private debt securities - 23,432,739 - 23,432,739
Foreign debt securities - 1,939,253 - 1,939,253
Unit trusts and Exchange Traded Fund 3,152,461 60,760 - 3,213,221
Total available-for-sale securities 3,152,461 71,957,241 - 75,109,702
Investment assets where policyholders bear

the investment risk 1,669,660 - - 1,669,660
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23.9.2 Financial assets and financial liabilities not carried at fair

24

The fair value of financial assets and financial labilities did not have significant difference with
carrying value as shown in the statement of financial position as at 31 December 2017 and 2016.

Related parties

For the purposes of these financial statements, parties are considered to be related to the Company if
the Company has the ability, directly or indireetly, to control or joint control the party or exercise
significant influence over the party in making financial and operating decisions, or vice versa, or where
the Company and the party are subject to common control or common sigunificant influence. Related
parties may be individuals or other entities.

Relationships with key management personnel and related parties were as follows:

Country of
: Incorporation/
Name of entities/Personnel Nationality Nature of relationships
Key management personnel Thai/ Persons having authority and

Foreigners responsibility for planning, directing
and controlling the activities of the
entity, directly or indirectly,
including any directors {(whether
executive or otherwise) of the

: Company

Prudential Plc. United Ultimate parent of Prudential group
Kingdom

Staple Limited Thailand Parent company, holds 51.2%

of the Company’s shares

Prudential Corporation Holdings Limited United Major shareholder, holds 48.7%
Kingdom of the Company’s shares

Thanachart Life Assurance Public Company Thailand Subsidiary, the Company holds

Limited 100% of the shares
Eastspring Investment (Singapore) Limited Singapore An affiliate of the Company’s major
' shareholders
Affiliate of Prudential Group Foreign Related party of Prudential Group

The pricing policies for particular types of transactions are explained further below:

Transactions Pricing policies
Investment consulting fee expense Contractually agreed price
Operating expenses Contractually agreed price
Interest expense on promissory note Contractually agreed rate
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Significant transactions for the years ended 31 December 2017 and 2016 with key management
personnel and related parties were as follows: ' '

2017 2016

{in thousand Baht)

Expenses
Subsidiary
Impairment loss in investment in subsidiary 1S 13
Interest expense on promissory note ' 112 13
Expenses
Affiliate of Prudential Group
Investment consulting fee expenses 105,515 99,080
Operating expenses : 62,655 84,302
Directors and key management

personnel compensation
Short-term employee benefits 391,305 265,782
Post-employment benefit 33,276 18,149
Other long-term benefits 45,471 5,093
Total 470,052 289,024

Significant balances as at 31 December 2017 and 2016 with related parties were as follows:

2017 2016
(in thousand Baht)

Promissory note (included in other liabilities)
Promissory note payable to the subsidiary 7,543 7,648
Accrued investment management and consulting fee
Affiliate of Prudential Group 26,015 24,184
Other ligbilities
Affiliate of Prudential Group 3,485 36,914

Significant agreements with related parties
Investment Management Agreements

The Company has entered into an Investment Management Agreement with Eastspring Investments
(Singapore) Limited (“Eastspring”) which is an affiliate of the Prudential Group. Eastspring agreed to
act as the Company’s investment manager and provide dealing services. The Company is committed
to pay a management fee at the rate in agreements. These agreements can be terminated upon 3
months written notice.
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Securities and assets pledged with the Registrar

The Company’s investments in debt securities have been pledged with the Registrar in accordance with
Section 20 of the Life Assurance Act B.E. 2535, as amended by the Life Assurance Act (No. 2) B.E.
2551:

2017 2016
Book value Face value Book value Face value

(in thousand Baht)

Government bonds 38,407 30,000 60,552 50,000

The Company’s investments in debt securities have been pledged as life assurance policy reserve with
the Registrar in accordance with Section 24 of the Life Assurance Act B.E. 2535, as amended by the
Life Assurance Act (No. 2) B.E. 2551:

2017 2016
Book value Face value Baok value Face value
(in thousand Baht)
Government and state enterprise
bonds 16,885,992 13,969,700 12,643,866 10,953,700
Promissory notes 1,182,990 1,000,000 1,119,557 1,000,000
Total 18,068,982 14,969,700 13,763,423 11,953,700

As at 9 May 2017, the Office of Insurance Commission considered that Thanachart Life Assurance Public
Company Limited (the “Subsidiary”) had no any liabilities under insurance contracts and additional
complaint or lawsuit case and already placed security for stay of execution of the judgement. Therefore, the
Registrar had returned government and state enterprise bonds included in the Company’s investments in
debt securities which were pledged in the name of the Subsidiary in accordance with Section 20 and 24
of the Life Assurance Act B.E. 2535, as amended by the Life Assurance Act (No. 2) B.E. 2551,
(31 December 2016: book value Baht 23.9 million (face value Baht 20.0 million} and book value Baht
4,866.7 million (face value Baht 4,368.1 million), respectively). These investments, including the rights
and obligations, were transferred from the Subsidiary to the Company as a result of the entire business
transfer during the year 2014, and met all criteria for recognition in the Company’s books at the entire
business transfer date on ! October 2014, The return process was ended in May 2017,

Contribution to life insurance fund

As at 31 December 2017 and 2016, the accumulated Contribution paid to life insurance fund were as
follows:

2017 2016
(in thousand Baht)
At 1 January 75,009 55,395
Increase during the year 21,819 19,614
At 31 December 96,828 75,009
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Commitments with non-related parties

2017 2016
(in thousand Bahs)
Capital commitments
Contracted but not provided for
‘Leasehold improvements and office equipment - 1,950
Software licenses _ 15,108 10,968
Total : 15,108 12,918
2017 2016
{in thousand Baht)
Non-cancellable operating lease commtitments
Within one year 44,387 42,651
After one year but within five years 128,290 172,678
Total - 172,677 215,329
2017 2016
(in thousand USD)
Commitments from foreign exchange forward contracts
Within one year - US dollar 115,827 80,916
Within three years -~ US dollar 50,033 50,033
Commitments [ront cross currency swap contracis
Within five years - US dollar 9,900 9,500

Events after the reporting period

At the Company’s Board of Directors’ meeting held on 5 March 2018, the Board of Directors
approved the Company’s application for dividend payment to the Company’s shareholders at the
amount not exceeding Baht 2,193 million. The dividend shall be paid out from the Company’s net
profit for the year 2017 and the unappropriated retained earnings. In this regard, it also depends on the
approval from the Office of Insurance Commission (OIC).
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