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Independent Auditor's Report
To the Shareholders of Group Lease Public Company Limited
1. Qualified Opinion
I have audited the accompanying consolidated financial statements of Group Lease Public Company Limited and its subsidiaries (the Group), which comprise the consolidated statements of financial position as at 31 December 2017 and the related consolidated statements of comprehensive income, changes in shareholders’ equity and cash flows for the year then ended, and notes to the consolidated financial statements, including a summary of significant accounting policies, and have also audited the separate financial statements of Group Lease Public Company Limited for the same period. 
I conducted my audit in accordance with Thai Standards on Auditing. 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 Group in accordance with the Code of Ethics for Professional Accountants as issued by the Federation of Accounting Professions as relevant to my audit of the financial statements, and I have fulfilled my other ethical responsibilities in accordance with the Code. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my qualified opinion on the financial statements.
In my opinion, except for the possible effects on the matters described and detailed in the Basis for Qualified Opinion section of my report, which are limited in examination by circumstances on matters pending with the Department of Special Investigation (“DSI”) and legal process and subject to the outcome on the degree of recovery of the Group’s major assets during the year alleged by the Securities and Exchange Commission (“SEC”) as fraudulently perpetrated by the former Chairman and Chief Executive Officer (‘ex-CEO”) of USD 56 million and receivables from companies related to the ex-CEO of USD 9 million, the total of which was USD 65 million (or approximately Baht 2,200 million which is yet to be recovered) and except that the Company has not yet corrected its past financial statements in accordance with the SEC order, the financial statements referred to above present fairly, in all other material respects, the financial position of Group Lease Public Company Limited and its subsidiaries (the Group) and of Group Lease Public Company Limited as at                       31 December 2017, their financial performance and cash flows for the year then ended in accordance with Thai Financial Reporting Standards.




Previously, on the 2016 financial statements, I expressed an unqualified audit opinion but with emphasis of matters on the extraordinary nature and significance of legally formed loans granted to two foreign ‘borrowers’ in Cyprus and Singapore and a substantial investment in a Sri Lanka public company. On 16 October 2017, the ex-CEO was incriminated by SEC for, among others, falsehood in accounting with concealed act and was referred to the DSI for consideration of prosecution. The pattern appeared to be     round-tripping of fund-out and fund-in in pumping the Group’s profits fictitiously with high interest income. 
The SEC’s findings as stated in the charges against ex-CEO was a follow-up to my previous observations on these Cyprus-Singapore “borrowers” as extraordinary. SEC extended the investigation by tracing the flow of funds with co-operation and assistance from the Cyprus Securities and Exchange Commission. It finally concluded that the loans were fraudulent and regarded as financial shenanigans and filed a criminal complaint against ex-CEO with the DSI mainly for breaking the laws under the Securities and Exchange Act B.E. 2535 and the Securities and Exchange Act (No. 5) B.E. 2559.             The justice process is ongoing and now rested with DSI for consideration of prosecution against ex-CEO in the court of justice.
Immediately, because of the falsehood in accounting as subsequently revealed by SEC from tracing the fund flow through official channels,  I withdrew my previous unqualified opinion which on the 2016 financial statements was coupled with emphasis of matters highlighting the extra nature and quantum of the two foreign  ‘loans’. Instead, I expressed my revised opinion as a disclaimer. Since then, the situation has become more transparent for me to render my opinion as qualified in respect of both years of 2016 and 2017.
In short, the financial positions and operating results of the Group are dependent on the extent in recovering the losses from that ex-CEO and realization of the assets previously used as securities against the portrayed ‘loans’.


2. Basis for Qualified Opinion and additional information related thereto
2.1 Fraud affecting the results of operations
The SEC’s fraud charges against the ex-CEO is now rested with the DSI for due legal process. In the quarter ended 30 September 2017, a provision for losses of USD 65 million was set aside and charged against the profit from main operations of leasing business in Thailand and others thereby turning its 2017 profit to a loss. It is under an assumption that the damages are not eventually recoverable from the secured assets outside Thailand and recoverable of the manipulated funds diverted to personal control from ex-CEO.
Because of that executive being legally charged and under ongoing official investigation by DSI following the SEC’s criminal complaint, the whole matter is now under consideration for proceeding to court. Due to the legal process not being finalized and my limitation as a professional auditor in examining further the real status of the borrowings, I am therefore unable to conclude on the status of the debts except to await for the DSI’s investigation since it has power and official channels to eventually decide and conclude the case and seeking for court’s judgement. Therefore, under this limitation by circumstance, I am unable to conclusively determine the eventuality of the SEC’s criminal complaint on the loans and receivables and bona fide of interest income and also unable to conclude on the fairness of the provision for losses of USD 65 million, which is subject to the efforts of recovery by the new management.
2.2 Chance of loss recovery
The portrayed ‘loans’ to Cyprus and Singapore were secured with security of property and financial instruments, the value of which (value of the security of the Company’s own shares which was withdrawn from securities was excluded) then estimated by the management as in excess of the outstanding ‘loans’. Therefore the losses from the provision of USD 65 million could be reduced or proved as surplus to requirement if there are attempts to realise their value and civil claims against the ex-CEO for damages. As from 16 October 2017 till now, I am not aware any recovery yet. The Group’s operating results and financial position are therefore dependent on the efforts and eventual realisation of those securities and damages claimed against the ex-CEO for fraud and concealed acts of falsehood in accounting. 
I have sent requests for confirmation of balances as at 31 December 2017 to collateral custodian. Up to this report date, I have not yet received any reply from the collateral custodian.
Even with the provision for losses being set up in full, it is commercially necessary for the Company’s Board of Directors headed by the new Chairman and CEO, who is related to the perpetrator, to demand full restitution from that ex-CEO. In addition, the Board of Directors is required to protect and take control of all bank accounts of the Company’s subsidiary in Singapore and all the assets of securities previously provided against the “loans” to ensure realisation on their value at maximum for eventual restitution. All the bank accounts of the Company’s subsidiary in Singapore and the substantial securities are presently outside Thailand and under the control of the board of directors of the Company’s subsidiary in Singapore while that ex-CEO is still one of its authorised directors of the subsidiaries in Singapore and other countries.
2.3 Historical Records of the doubtful ‘loans’
On records, the gross loans purported to be granted to these two major groups of ‘borrowers’ amounted in total to USD 98 million of which the related sum of USD 54 million was charged by SEC as frauds committed by ex-CEO. After filing of the Company’s 2016 audited financial statements on 28 February 2017 with our highlighted emphasis on the extra nature of the loans, thereafter loans were partially refunded in total of USD 42 million, leaving USD 56 million still outstanding on 30 September 2017 and 31 December 2017. 
In an attempt to respond to the first SEC’s order to revise and correct past financial statements of the delinquency, the Company decided to set aside a provision for losses from that financial shenanigans the whole sum of USD 56 million against the quarterly profits then ended on 30 September 2017. However, subsequently on               16 January 2018, the SEC ordered the Company again to correct the past financial statements relevantly. The Company has not yet corrected its past financial statements in accordance with the SEC’s order.


In addition, there were receivables substantially incurred in 2017 and due from companies related to this ex-CEO of USD 9 million for which an additional provision for losses was also set aside, bringing the total provision for losses from this fraud and charged USD 65 million (Baht 2,200 million) against the quarterly profits ended            30 September 2017.
2.4 Reclassification as “Claims against the ex-Chairman and CEO” instead of “Loans to Cyprus and Singapore group”
Relying on the SEC’s allegations, among others, of fraud and falsehood in accounting committed by the ex-CEO and assuming the eventual legal process reached with the same conclusions as alleged, the past financial statements ended on the related years would have to be relatively corrected and revised with the now known fraud, which was portrayed as loans granted by the Group to the ‘borrowers’ in Cyprus and Singapore. The Group’s corrected financial positions and results of the operations related to each year would read in summary as follows:
First is to reclassify the previous named accounts outstanding - “Loans and interest receivables - Cyprus and Singapore” to the correct name of “Claims against the         ex-Chairman and CEO and liquidation of loan securities”:-
· at the end of 2015 of USD 76 million, (Baht 2,700 million)
· at the end of 2016 of USD 104 million, (Baht 3,700 million)
· at the end of 2017 of USD 56 million, (Baht 1,900 million) (Full provision for this fraud of Baht 1,900 million was set aside in the third quarter ended 30 September 2017) 
Second is to reverse all interest income related to these two group ‘loans’. It was in substance not high interest income in the past but more as part of the sum refunded by that ex-CEO during each respective year: 
· for the year 2015 - USD 5 million (or Baht 173 million, reducing profit from Baht      583 million to Baht 410 million),
· for the year 2016 - USD 14 million (or Baht 483 million, reducing profit from Baht 1,063 million to Baht 580 million), 
· for the year 2017 - USD 11 million (or Baht 379 million, reducing profit from main businesses of leasing business in Thailand and others from Baht 994 million to Baht 615 million),
In summary, the Group’s consolidated financial statements figures as summarised above were reinstated and revised as though the loans to Cyprus and Singapore had never arisen right from the beginning. The extent of losses from the frauds which is still regarded as an asset under the caption of “Claims against ex-Chairman and CEO” is subject to the eventuality of the Group’s actions and success of recovery outside Thailand.
2.5 Subsequent Events - Major source of fund from convertible debenture holder and legal cases 
Following the SEC’s incrimination, in January 2018, one substantial holder of the Company’s convertible debentures with an outstanding balance of USD 180 million or approximately Baht 6,000 million gave notice to terminate the financial agreement citing cancellation of voidable transactions and demanded immediate repayment and damages, filed a civil case with the civil court against the Company demanding immediately repayment of convertible debenture (of approximately Baht 6,000 million) and damages (of approximately Baht 2,000 million), filed a  petition with the Central Bankruptcy Court for rehabilitation of the Company, filed a criminal complaint with the Department of Special Investigation and also the Police’s Economic Crime Suppression Division and also filed a lawsuit in Singapore against the Company’s subsidiary. The Company maintained that if it did not breach any debenture condition and the demands and claims were without merits.
Under the generally accepted accounting principles, this highly significant investor, convertible debenture holder is considered as a related party to the Company because the amount invested over the last two years was over Baht 7,000 million or USD 210 million (partly converted into the Company’s share capital) represented more than 30 percent of the total sources of funds supporting the whole operations of the group. The source also supported the lending to those two dubious ‘borrowers’ and the investment in an associated company in Sri Lanka as stated in 2.3) and 3.2).


3. Emphasis of matters
I update and draw attention to the following matters:
3.1) ‘Loans’ and interest receivables - Baht 1,954 million (before provision for loss) as of    31 December 2017, represents 26 percent of the consolidated net assets (As of          31 December 2016: Baht 3,759 million - 44 percent)
I draw attention to Note 13 of the consolidated financial statements relating to the loans and interest receivables. The main business of the Company is in the hire purchase financing for motorcycles but, separately and significantly from the main business, loans were granted to two groups of ‘borrowers’ - portrayed as one group in Cyprus and another in Singapore. Parties in the groups were at that time also shareholders of the Company and pledged the Company’s shares against those loans. Besides share pledging, their ownership of properties in Cyprus and Brazil, Cypriot government bonds, stocks of other overseas companies were also used as collaterals against those indebtedness.
Originally in 2016, the periods of the loans granted were in the range of 3 months to       3 years. The principals were all due for repayment upon maturity but were rolled over and extended to the periods of either 2 or 3 years. The loan balances which were subjected to the mentioned rollovers amounted to Baht 2,129 million (USD 59 million), 60 percent of the total loans.
In 2017, before due date, the Cyprus ‘borrower’ repaid a sum of Baht 845 million (USD 25.3 million) and partially released the collateral of the Company’s shares but retained other collaterals as stipulated in agreements. In addition, and on due date, the Singapore ‘borrower’ repaid a sum of approximately Baht 557 million (USD 16.7 million) and the remaining collateral of the Company’s shares was also released and replaced by the value of properties in Japan (The Company advised that pledging of the properties in Japan was registered with Japanese Registry Office already). As at  31 December 2017, no Company’s shares remained part of the collaterals against the two purported ‘loans’.
(See also Note 13 to the financial statements and our Basis for Qualified Opinion paragraph)


3.2) Investment in associated company in Sri Lanka - As of 31 December 2017 - Baht 2,023 million (investment value under equity method Baht 2,605 million less provision for loss of Baht 582 million) (31 December 2016 - Baht 2,545 million)
I draw attention to Note 19 of the consolidated financial statements relating to the investment in an associated company in Sri Lanka. The subsidiary acquired 29.99% of the ordinary shares of a company listed on the Sri Lanka Stock Exchange at a purchase price of Baht 2,462 million. The acquisition was approved at the Extraordinary General Meeting of the shareholders of the Company No.2/2016 on 6 December 2016 and a substantial part of the Sri Lanka shares (22.27%) was sold to the Company by a selling company with one of its directors being also one of the Company’s directors. The subsidiary’s outside professional valuer valued such investment at Baht 1,900 - 2,500 million, while the appointed independent financial advisor valued at Baht 1,600 - 1,700 million and while the market price at the Sri Lanka Stock Exchange, when acquired in late 2016, was at Baht 1,391 million.
As of 31 December 2017, a provision for loss of Baht 582 million was set aside against this investment in consolidated financial statements after a period of acquisition of one year. The above referred director who was the director in the selling company and also in the Company has since resigned from the Company’s Board effective as of                      31 January 2018 citing conflict of interest.
As at 31 December 2017, such investment was presented as an investment in an associate in the consolidated financial statements of Baht 2,023 million (investment value under equity method Baht 2,605 million net of provision for loss of Baht 582 million) (31 December 2016: Baht 2,545 million with no provision for loss). Based on the market price at the Sri Lanka Stock Exchange at the end of 2017, the total value was only approximately Baht 874 million (2016: Baht 1,285 million).     The difference between the carrying value of investment (even after provision for loss) and the Stock Exchange market price at the end of 2017 is materially significant and still needs future assessment whether further provision for loss is required.


3.3) Investment in PT Bank JTrust Indonesia Tbk (Other investment) - Note 20
On 26 October 2016, the Board of Directors of the Company approved a subsidiary company to acquire shares of PT Bank JTrust Indonesia Tbk. (“PT Bank JTrust”) and subsequently on 13 December 2016, the subsidiary company acquired 28.15 trillion shares (3.12% of the total shares) in this company at total cost of USD 11.70 million (Baht 414 million) from JTrust Co. Ltd. – a related company. The remaining portions of approximately 97% being majority shareholding in this company were still held by JTrust  Co. Ltd. – a related company (which is under the same group as the plaintiff on various legal cases against the Company as discussed in 2.5).  This company is an Indonesian company engaging in commercial banking business.
As at the acquisition date, the purchase price the subsidiary paid to acquire this investment when compared with the book value of this company represented the ratio of Price per Book Value (“P/BV” ratio) of approximately 3.65 times. As at 31 December 2017, the P/BV ratio increased to 3.95 times while the ‘average P/BV ratio’ of all commercial banks in Indonesian market was about 1.60 times. The Company’s management considers that there is no impairment on this investment due to other favorable factors including profitability ratio and business opportunities of this company in the future. The carrying value of this investment was significantly in excess of the value calculated based on the ‘average P/BV ratio’ and this difference needs attention. 
As at 31 December 2017, the carrying value of this investment was Baht 414 million. The value of this investment depends upon the ability to cooperate with its major shareholder in the future and the success of future operations of this company.
3.4) Investment in BG Microfinance Myanmar Co. Ltd. (investment in subsidiary) - Note 18
The Extraordinary General Meeting of the Company’s shareholders No. 2/2016, held on 6 December 2016, approved the acquisition of 1,387,680 shares of BG Microfinance Myanmar Co. Ltd. (100% wholly-owned) at the cost of USD 8.01 million (Baht 280 million). The cost was appraised and set by the subsidiary company’s management, while the appointed independent financial advisor valued the investment at approximately Baht 173 - 179 million. The company was incorporated in the Republic of the Union of Myanmar with its main activity described as microfinance. It provides retail loans to women grouping 5 in number and individual loans to enterpreneurs operating small and medium scale enterprises (SMEs).
At present, the Group is in the process of assessing the fair value of identifiable assets acquired and liabilities assumed at the acquisition date. The assessment process is ongoing and mainly related to the identification and valuation of intangible assets and certain tangible assets. The assessment shall be completed within measurement period of twelve months from the acquisition date (within the first quarter of 2018) pursuant to the period allowed under Thai Financial Reporting Standard No. 3 (revised 2015). 
As at 31 December 2017, the carrying value of this investment is Baht 654 million.      The increase in carrying value of investment is as a result of capital increase during    the year.
4. Material uncertainty related to going concern
I draw attention to the legal cases as discussed in 2.5 as actioned by the convertible debenture holder which may affect going concern of the Group in the future including financial status, classification of liabilities, result of operation and cash flow status. Presently, it is assumed that those cases will not affect the going concern of the Group.
5. Key Audit Matters
Key audit matters are those matters that, in my professional judgement, were of most significance in my audit of the financial statements of the current period. These matters were addressed in the context of my audit of the financial statements as a whole, and in forming my opinion thereon, and I do not provide a separate opinion on these matters. 
I have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of my report, including in relation to these matters. Accordingly, my audit included the performance of procedures designed to respond to my assessment of the risks of material misstatement of the financial statements. The results of my audit procedures, including the procedures performed to address the matters below, provide the basis for my audit opinion on the accompanying financial statements as a whole.
In addition to the matters described in the Basis for Qualified Opinion, key audit matters and how audit procedures respond for each matter are described below.


Revenue recognition 
The Group’s policy on recognition of hire purchase and asset - backed loans interest income are discussed in Note 5 to the financial statements. In 2017, the Group’s revenue mainly consisted of interest income from hire purchase and asset - backed loans contracts, which amounted to Baht 2,227 million (representing 71 percent of total revenue). These hire purchase and asset - backed loans interest incomes were derived from agreements made with a large number of customers, most of whom are retail customers, and the revenue recognition is primarily reliant on data processing by information technology systems. Therefore, I addressed the amount and timing of the recognition of hire purchase and asset - backed loans interest incomes as a key audit matter. 
I assessed and tested the Group’s IT system controls and significant internal controls related to the loan origination, loan receipt and interest incomes recognition processes by making enquiry of responsible executives, gaining an understanding of the controls and selecting representative samples to test the operation of the designed controls. I applied a sampling method to select hire purchase and asset - backed loans contracts to assess whether the recording of hire purchase receivables, asset - backed loans receivables and revenue recognition were in accordance with the conditions of the relevant agreements and were in compliance with the Group’s policy. In addition, I performed analytical procedures on the recognition of interest incomes throughout the year, the cessation of recognition of interest incomes and applied a sampling method to examine accounting entries related to interest income recognition that were made through journal vouchers.    
[bookmark: _Toc465411639]Allowance for doubtful accounts for hire purchase receivables and asset-backed loan receivables
As discussed in Note 5 to the financial statements, the estimation of allowances for doubtful accounts for hire purchase receivables and asset-backed loan receivables relies on various assumptions. Therefore, the management is required to exercise considerable judgement in determining the assumptions to be used in estimating the losses expected to be incurred when debtors are unable to repay principal and interest, and the appropriateness of the timing of recognition.


Moreover, the estimation of these allowances was significant because as at 31 December 2017, the Group had significant balances of hire purchase receivables and asset-backed loan receivables (accounting for 48 percent of total assets). Therefore, there is a risk that the allowances for hire purchase receivables and asset-backed loan receivables recognised will be insufficient, resulting in a risk of the Group overstating the value of its hire purchase receivables and asset-backed loan receivables.
I assessed and tested the internal controls relevant to approval, recording and debt collection for hire purchase receivables and asset-backed loan receivables, and the internal controls relating to the calculation of the allowances. I also assessed the appropriateness of the key information, assumptions and methods used by the Group in calculating allowance for doubtful accounts for hire purchase receivables and asset - backed loan receivables by performing the following procedures:
· Gained an understanding of how allowances were calculated, and assessed the appropriateness of the calculation of probability of default and loss given default. 
· Checked the credibility of key data used in the calculation to key sources
· Performed analytical procedures on assumptions that the Group applied against historical data and external sources and evaluated whether the assumptions were consistently applied.  
· Checked the correctness of the financial information disclosed in the financial statements.
Purchase price allocation (“PPA”) and valuation of investment in associate company in Sri Lanka
Purchase price allocation 
The subsidiary acquired shares in a listed company in Sri Lanka at a purchase price of Baht 2,462 million (approximately 29.99% of total share capital in that company). As part of the PPA performed, this amount was allocated to the fair value of the identifiable assets acquired and liabilities assumed, resulting in the recognition of goodwill of Baht 1,322 million, which was included in investment in associated company, as disclosed in Note 19 to the financial statements.


I focused on the acquisition transaction since it is material to the financial statements as a whole, and management was required to exercise substantial judgment when appraising the fair value of the assets acquired and liabilities assumed. Therefore, there is a risk with respect to the recognition and measurement of the assets acquired and liabilities assumed, including goodwill.
Valuation of investment in an associate 
The carrying value under the equity method of the investment in the associated company was higher than its market value, which was determined based on the market price of the associated company’s shares on the Sri Lanka stock exchange. The difference between the carrying value of the investment and the stock market price could be viewed as an indication of impairment.  As a result, management had taken a conservative view and decided to set aside provision for loss on the investment of Baht 582 million in the third quarter of 2017, based on a management estimation.
[bookmark: _GoBack]As of 31 December 2017, the carrying value of the Group’s investment in the associated company was therefore Baht 2,023 million (after provision for loss). The management then estimated the recoverable amount of the investment in the associated company based on discount cash flow model and the recoverable amount as estimated was higher than the carrying value.
I focused on the estimation of the recoverable amount of the investment because the assessment of impairment of investment in the associated company is a significant accounting estimate requiring management to exercise a high degree of judgment in estimating the cash inflows that are expected to be generated in the future, and determining an appropriate cost of equity, long-term terminal growth rate and fluctuations in exchange rates. There are thus risks with respect to the valuation of investment in associate company.


Procedures performed
The audit procedures of purchase price allocation included assessing the appropriateness of the fair value of the identifiable assets acquired and liabilities assumed, evaluating the appropriateness of assumptions and methodologies underpinning the valuation, as well as involving valuation specialists in evaluating the appropriateness of financial parameters applied to determine discount rate, valuation methodology and mathematical accuracy, and evaluating the methodologies, assumptions and measurement methods applied to the valuation. The procedures also included the evaluation of the expertise, ability and integrity of the independent valuation specialist, assessment of the rationale for the goodwill recognised by the Group, and reviewing the disclosures related to the acquisition in the notes to financial statements.
My audit procedures of valuation of investment in associate included evaluating the discount cash flow model basis provided by the Group and the reasonableness of the assumptions the Group applied to the calculation based on the used method by checking them against relevant documents and information from external sources, involving valuation specialist to evaluate the appropriateness of the financial parameters applied to determine cost of equity, terminal growth rate, and fluctuations of exchange rates, based on the economic and industry statistics relevant to the business. In addition, I tested the principles and mathematical accuracy of the discounted cash flow model and performed sensitivity analysis around the key assumptions. I gained an understanding of the estimation of recoverable amount by the Group and evaluated the reasonableness of the recoverable amount by checking it against relevant documents and information from external sources.      I also reviewed the disclosures related to the valuation of investment in the notes to financial statements.


Investment in subsidiary company in Myanmar
As described in the Note 18  to the financial statements, during the current year, a subsidiary of the Company invested in BG Microfinance Myanmar Co., Ltd (“BGMM”), which is a company incorporated in the Republic of the Union of Myanmar and engaged in the microfinance business.  As at 31 December 2017, the Group provisionally recorded the acquisition using a best estimate of the values of the assets acquired and liabilities assumed, determined by applying the acquisition method. The Group will complete the recording of the acquisition within 2018, and the amount recorded as at 31 December 2017 may change. I have focused on this business acquisition since it is material to the financial statements as a whole. In addition, given the nature of the microfinance business, the management needed to exercise substantial judgment to determine the assumptions used as a basis for provisional recognition of the acquisition. Therefore, there is a risk with respect to the recognition of the assets acquired and liabilities assumed, including the initial difference from the acquisition.
I reviewed the terms and conditions of the agreement and inquired with management as to the nature and objectives of the acquisition in order to assess whether the acquisition meets the definition of a business combination under Thai Financial Reporting Standard 3 (Revised 2015) Business combinations. I checked the value of the acquisition against supporting documents and related payments to assess whether it reflected the fair value of the consideration transferred and that it did not include acquisition-related costs. In addition, I checked the investment valuation as at the date of the acquisition was recorded. I also checked the completeness and accuracy of the disclosures related to this transaction in the notes to financial statements.
Goodwill
I have focused on the consideration of the impairment of goodwill, as discussed in Note 23 to the financial statements, because the impairment assessment on goodwill is a significant accounting estimate requiring the management to exercise a high degree of judgment in identifying the cash generating unit, estimating the cash inflows that are expected to be generated from that group of assets in the future, and setting an appropriate discount rate and long-term growth rate. There is thus a risk that the presented values of goodwill will be inappropriate. 


I assessed the appropriateness of the identified cash generating units and the financial models selected by management by gaining an understanding of the management’s decision-making process and determining whether the decisions were consistent with how assets are utilised. In addition, I tested the significant assumptions applied by management in estimating the cash flows expected to be realised from the assets, by checking those assumptions against information from the sources of the Group, and determining the accuracy of past cash flow projections through comparison with actual operating results.             I also considered the appropriateness of the discount rate applied by management, tested  the calculation of the realisable values of the assets using the selected financial model, and considered the impact of changes in key assumptions on those realisable values. Moreover, I assessed the adequacy of the disclosures made with respect to the impairment assessment for goodwill and intangible assets.
Allowance for impairment of investments in subsidiaries and other long-term investments
I have focused my audit on the consideration of the impairment of investments in subsidiaries and other long-term investments, as discussed in Notes 18 and 20 to the financial statements, because the impairment assessment on investment in subsidiaries and other long-term investments is a significant accounting estimate requiring the management to exercise a high degree of judgment in identifying and estimating the recoverable amounts that are expected to be generated from those investments. The recoverable amount of an asset is the higher of the asset’s fair value less costs to sell and its value in use. There is thus a risk with respect to the valuation of investments in subsidiaries and other long-term investments.   


I assessed the appropriateness of the financial models selected by management by gaining an understanding of management’s decision-making process. In addition, I tested the significant assumptions applied by management in estimating the recoverable amounts that are expected to be generated from the subsidiaries and other long-term investments, by comparing those assumptions with information from both internal and external sources and comparing past cash flow projections to actual operating results in order to evaluate the exercise of management judgment in estimating the future cash flow projections. I also evaluated the appropriateness of discount rate applied by management through analysis of the average costs of the companies in which the Group invested and those of the industry, tested the calculation of the realisable values of such investments by using the selected financial model, and considered the impact of changes in key assumptions on those realisable values, especially changes in the discount rate and long-term revenue growth rates.
6. Other information
Management is responsible for the other information. The other information comprise the information included in annual report of the Group, but does not include the financial statements and my auditor’s report thereon. The annual report of the Group is expected to be made available to me after the date of this auditor’s report.
My opinion on the financial statements does not cover the other information and I do 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 and, in doing so, consider whether the other information is materially inconsistent with the financial statements or my knowledge obtained in the audit or otherwise appears to be materially misstated.
When I read the annual report of the Group, if I conclude that there is a material misstatement therein, I am required to communicate the matter to those charged with governance for correction of the misstatement.


7. 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 Thai Financial Reporting Standards, and for such internal control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Group’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 Group or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Group’s financial reporting process. 
8. 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 Thai Standards on Auditing 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 Thai Standards on Auditing, I exercise professional judgement 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 Group’s internal control.
· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management.
· Conclude on the appropriateness of management’s use of the going 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 Group’s ability to continue as a going concern. If I 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 audit evidence obtained up to the date of my auditor’s report. However, future events or conditions may cause the Group to      cease to continue as a going concern.
· 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 a manner that achieves fair presentation.
· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the Group to express an opinion on the consolidated financial statements. I am responsible for the direction, supervision and performance of the group audit. I remain solely responsible for my report.
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 I identify during my audit.
I also provide those charged with governance with a statement that I have complied with relevant ethical requirements regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on    my independence, and where applicable, related safeguards.


From the matters communicated with those charged with governance, I determine those matters that were of most significance in the audit of the financial statements of the current period and are therefore the key audit matters. I describe these matters in my auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, I determine that a matter should not be communicated in     my report because the adverse consequences of doing so would reasonably be expected     to outweigh the public interest benefits of such communication.
I am responsible for the audit resulting in this independent auditor’s report.
Sophon Permsirivallop
Certified Public Accountant (Thailand) No. 3182
EY Office Limited
Bangkok: 28 February 2018
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