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3. Risk Factors 

The risk factors discussed below are based on the assessment of the current situation. Apart of the risk factors 
below, there may be other risky issues that the Company is unable to predict at the present time or that the 
Company deems that the issues shall not have any impacts on the overall operation. It should be noted that the 
risk factors linked to the economic situation as well as the government’s policies are based on the information 
disclosed by government agencies and reliable sources. Also note that the Company does not verify the 
accuracy of such information. Investors are, therefore, advised to make a cautious decision before investing in 
SAWAD.   

The Company and its three subsidiaries, namely Fast Money Co., Ltd (FM),  SWP Asset Management Co., 
Ltd.(SWPAM) and Srisawad International Holding Co., Ltd. (which are called SAWAD Group), offer secured retail 
loans. The Company provide secured loans collateralized by auto titles, homes and land deeds. Meanwhile, FM 
provides hire purchase loans for new motorcycles (now freezing), unsecured personal loans and Nano finance 
loans.  SWPAM is engaged in loan collection and distressed asset management business for which the firm 
purchases NPLs from other financial institutions. 

Risk factors in SAWAD Group’s business operation that may have a significant impact on investment returns for 
investors as well as potential strategies to prevent the risks are discussed below.   

3.1 Risks in regard to marketing and strategies  

3.1.1 The risk of competition in the auto title loan and hire purchase loan segments  

The auto title loan and hire purchase loan segments see intense competition, both from the existing players 
and new comers. Most new operators penetrating the business are financial institutions who enjoy 
competitive advantages from lower financial costs and larger capital base. These operators, including 
commercial banks or their subsidiaries and hire purchase or leasing firms engaging in auto title loans and 
hire purchase loans, see good potentials for attractive returns. In addition, the auto title loan and hire 
purchase loan segments do not require large investment in operating equipment, and neither do they need 
operating licenses from a particular government agency. Hence, new comers can easily penetrate the 
business, without any limitation, as they need only some funding sources for offering loans to customers. 
Given this favorable business condition, more and more new players begin to compete in the industry. In 
addition to the aforementioned competition from the new players, the existing ones also attempt to come 
up with marketing strategies to beat one another. For instance, they offer bigger credit limits, extend 
repayment duration, and offer low interest rates in order to attract potential customers.  
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It is worth highlighting that the success factors do not depend solely on sufficient funding. With its long 
experience of 33 years in the business, SAWAD Group understands its customer groups very well, so the 
Group is able to provide services that well suit customers’ demand. The Company’s service coverage is 
across the country, with service networks covering all regions nationwide. As of 31 December 2015, 
SAWAD Group’s branch networks included 1,627 branches and there were nine officers standing by at 
seven motorcycle showrooms, five of which were in Bangkok and the remaining two being in Bangkok’s 
vicinity.  The Company provides fast and effective services, with a large system for its customer-related 
data base. In addition, SAWAD also possesses expertise in loan approval procedure as well as loan 
collections. As a result, the Group enjoys competitive advantages over its peers and is able to examine 
loan applications efficiently. Moreover, most commercial banks or the firms under the umbrellas of 
commercial banks focus mainly on the new auto market while hire purchase or leasing companies 
emphasize on providing services for buyers of new cars or used cars in the upper and middle market 
segments.  On the contrary, SAWAD group focuses on different customer groups by offering auto-backed 
loans and home-backed loans to potential customers who may be unable to access financial services 
offered by commercial banks or those under banks’ umbrellas but they owns vehicles and property.  

3.1.2 The risk in regard to competition in the personal loan segment  

The personnel loan segment has seen fiercer competition. The fact that the interest rates and fees in this 
loan segment are higher than those from credit card loans attracts both financial institutions and non-
financial institutions to enter the business. During 2012-2014, the personal loan figure continued to expand 
well from Baht 257,129 million in 2012 to Baht 312,851 million in 2014, equivalent to a CAGR of 10.30 
percent.    

While SAWAD Group is well aware of the risk of higher competition, the firm believes the risk will not have 
any significant impact on its overall operation given that the Group focuses on Grade B customers 
including government officials, state enterprises’ employees and village heads, unlike other financial 
institutions that focus on Grade A customers. SAWAD Group understands well about the nature and 
repayment behaviors of its target customers. Also, the Company’s staff teams are available to provide 
services and launch marketing strategies to reach target customers nationwide. Hence, the Company is 
very confident in its competitiveness.      

3.1.3 The risk in regard to competition in Nano finance loan segment 

Nano finance loan business is stipulated by Bank of Thailand and Ministry of Finance for individuals 
seeking to borrow without collateral to use for business operation. There are many corporates interest and 
apply to enter  this business, that means the competitions will be more extreme. 
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SAWAD Group is confident in its networks of branches and staff members across Bangkok, Bangkok’s 
vicinity and other regions nationwide with the larger coverage. Moreover, the present number of firms 
permitted to operate this business is 21 firms, only 7 firms started operate Nano finance loans business. 

3.1.4  The risk in regard to the competition in the debt collection business  

At present, there are a large number of players in the debt collection business, including local players. This 

leads to more intense price competition and the nature of debt collection practices of some operators may 

lead to some complaints.  

SAWAD Group is confident in its potentials, which board networks of branches and staff members across 

Bangkok, Bangkok’s vicinity and other regions nationwide. The Company assigns highly-experienced debt 

collection staff to base at extensive branches and this strategy enables the firm to save collection costs. 

The Company also ensures that its debt collection staff members are well trained, as required by the law, 

before they are assigned to perform their duties.    

3.1.5 The risk about the name "Srisawad” being similar to a trademark of another operator 

The term “ Srisawad”, which is a part of the Company’s name is similar to a trade name/trade mark of 
another leasing firm (i.e., another company) under an umbrella of a commercial bank. Therefore, people or 
customers may misunderstand that: i) SAWAD is under the same group of another company; ii) another 
company is under SAWAD Group; iii) the services of the Company and another company are either similar 
or supportive to one another. All these misunderstood points may lead to a significant risk to the business 
operation. Legally, another operator may file the lawsuit against the Company, requesting that the 
Company stop using the name “Srisawad” or asking for compensations to cover any damages caused by 
the issue. In light of this, the Company may need to clarify and publicize the fact that the Company and its 
business operation do not relate to another company.  

Despite the aforementioned risk issue, the Company’s services may not be significantly impacted given 
that it does not use the name “Srisawad” as a trade name or a service mark in its brochures or any 
promotional campaigns. In stead, SAWAD uses the slogan “Mee Baan Mee Rod, Ngern Sod Than Jai”  
put in a trademark that shows a pentagon with an arc at the base. This trade name/trademark does not 
imitate that of other operators. The Company always remains cautious when using the name for other 
purposes apart from normal business operation purposes.  
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In light of this legal issue, Weerawong, Chinnawat and Peangpanor Co., Ltd, the Company’s legal advisor, 
considers the issue and opines that  the Company intends to use the name “Srisawad” only as part of the 
company name, according to the law and regulations set forth for companies limited and public 
companies. The naming process complied with the laws and was approved by the Department of Business 
Development, Ministry of Commerce. The authorities deemed that the name was just a common name, 
being used as a company name and not used as a trademark or a service mark. In addition, the Company 
does not intend to mislead or confuse people about its services and another operator’s service. Also, the 
Company does not intend to use the name as its trademark or service mark. Hence, the use of the term 
“Srisawad” is just a part of the Company’s name, not infringing another operator’s right to use the 
trademark or the service mark. Finally, the term does not reflect any operation that may have an impact on 
the trademark and service of another operator.  

3.2 Risks in regard to loan management and collateral  

3.2.1 The risk of higher NPLs 

At present, the auto title loan and hire purchase loan businesses are not under control by any particular 
state agencies or regulations. Hence, operators are able to expand their business at their full potentials. 
They are thus at high risk of seeing greater non-performing loans (“NPL”) if they lack of cautious loan 
approval process or effective internal control system.  

However, the Company is very cautious about examining loan applications and emphasizing loan quality. 
The Company thoroughly examines the information of the customers and their guarantors. Reports on 
evaluation results for customers’ repayment ability are carried out regularly. As of 31 December 2015, the 
Company saw NPLs amounting to Baht 406.02 million, increasing from Baht 323.09 million as of 31 
December 2014. The increase in NPLs was in line with the rise in total loans. Meanwhile, the NPL ratio 
decreased from 4.13 percent as of 31 December 2014 to 3.51 percent as of 31 December 2015, in tendon 
with overall loan growth. Regarding the allowance for doubtful accounts, as of 31 December 2014 and 31 
December 2015, the Company set aside  the allowance for doubtful accounts amounting to Baht 273.12 
million and Baht 355.29 million, respectively, implying coverage ratios of 3.50 percent and 3.07 percent, 
respectively. While the loan provisions are lower than NPLs, the Company views that the provision position 
is appropriate given that the Company offer secured loans and the loan to value ratio (LTV) is rather low at 
30-70 percent. 
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During 2013-2015, the Company’s NPLs stood at only Baht 82.77, 95.76 and 85.94 million, equivalent to 
NPL ratios of only 0.75 – 1.45 percent, lower than the coverage ratios for the years at 3.07 – 3.50 percent. 
In other words, the Company has set aside sufficient loan provisions to cover NPLs.  

 

Unit: Million 31 Dec-13 31 Dec-14 31 Dec-15 

NPL/1 211.35 323.09 406.02 
Total Loan/2 5,721.82 7,816.19 11,568.14 
% of NPL to total loan 3.69 4.13 3.51 
Loan loss provision  182.72 273.12 355.29 
% allowance of doubtful accounts to total loans 3.19 3.50 3.07 
Bad Debt 82.77 95.76 85.94 
% NPL to total loans 1.45 1.22 0.74 
Allowance of doubtful accounts to total loans to NPLs (time) 2.21  2.85  4.13 

Note /1  NPLs mean loans which the Company stops realizing revenue according to revenue realization policy  
      /2  Total loans mean the amount of loans stated in the loan agreements and  hire purchase contracts deducted by 
        interests not yet booked as income. 
 

3.2.2 The risk in regard to loan agreements and collateral documents  being lost or damaged by fires 

Loan agreements and documents identifying the ownership of collaterals are major assets for the loan 
service business. In case customers fail to make repayment for the outstanding balance overdue, the 
Company needs to use such agreements or documents for further legal actions.  Loss or damages of such 
loan evidences due to fires may have negative impact on the Company’s operation.  

Realizing the risk of loss and damage of loan evidence, the Company thus comes up with measures to 
reduce the risk by setting up a special document room for keeping loan agreements and collateral 
documents in order to speed up the operation process because the loans linked to motorcycles are short-
term loans with low credit limits. Entry to the special document room is very strict, with fire insurance being 
put in place.  Moreover, the Company also keeps all documents in an electronic form, with all data being 
backed up at a separate location on a daily basis in order to prevent damages from any causes.  

3.2.3 The risk of  possible failure to confiscate collaterals  

Most collateral items are cars and motorcycles and these items are more difficult to confiscate, in case 
customers fail to repay debts, than other collateral items, e.g., deeds of housing units, land, and etc. If the 
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Company is unable to confiscate and sell the collateral in compensation of unpaid debts, this will have a 
direct negative impact on the Company’s business operation, financial position, and earnings 
performance.  

To reduce the risk, the Company has a policy to extend loans to individuals and/or collateral and/or 
guarantors residing in the same areas where the Company’s branches are located. Moreover, the 
Company’s credit staff are also assigned to examine the information on site, i.e., the addresses identified 
by the customers, in order to double check the existence of the collateral. In case the customers fail to 
settle the monthly installment bills, the Company will assign its staff in charge to follow the customers and 
confiscate the collateral afterwards. The staff will promptly take action in order to prevent the customers 
from running away with collateral. It should be noted that the Company also benefit from its extensive 
branch network that included 1,600 branches nationwide, allowing the Company to locate the collateral 
more easily.  

3.2.4  The risk in regard to inability to sell foreclosed assets  

According to the nature of the auto title and hire purchase loan businesses, once a customer fails to settle 
the installment bills for three consecutive periods, the Company will send a letter notifying that the contract 
will be terminated should the customer does not repay the debts within 30 years from date (for the hire 
purchase contracts) or seven days (in case of the loan agreements). If no action is taken by the customer 
within the identified timeframe, the Company is entitled to confiscate the collateral. After that the Company 
will issue a letter notifying the customer to redeem the collateral within 30 days, both in cases hire 
purchase and loan agreements. If the customer is not present to redeem the collateral within the specific 
timeframe, the Company is entitled to sell the collateral. At present, the Company sells foreclosed assets 
through several sale channels including branches for selling motorcycles, and warehouses for keeping 
confiscated cars. In addition, the Company also hires a private auction organizer to organize auctions for 
people who may be interested in buying confiscated motorcycles. The proceeds from the sale of 
confiscated collateral will be used for covering the outstanding balance. If the Company is unable to sell 
the confiscated items, this will have a negative impact on its financial position and operational 
performance.  

The Company decides to extend loans to customers, considering the popularity of the vehicles in the 
market or the locations of the land in order to reduce potential impact of the lack of liquidity from the sale of 
confiscated collateral. After confiscating the collateral, the Company’s staff will keep the items and sell 
them at the Company’s branches or warehouses afterwards.  
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The pricing of confiscated collateral is based on the remaining value of the outstanding balance, which is 
normally lower than the market price.  Hence, the selling prices of confiscated collateral items are normally 
lower than the market prices, increasing more liquidity to the sale transactions.  

Foreclosed assets 
classified by types of 
collaterals   

 
30 December 2013 

 
31 December 2014 

 
31 December 2015 

Value 
(million) 

Quantity 
(unit) 

Average 
value 

(Baht/unit) 

Value 
(million) 

Quantity 
(unit) 

Average 
value 

(Baht/unit) 

Value 
(million) 

Quantity 
(unit) 

Average 
value 

(Baht/unit) 
Old motorcycles 21.24 1,609 13,201 30.80 2,517 12,236 19.05 1,516 12,566 
New motorcycles  29.73 694 42,839 32.24 802 40,200 10.92 296 36,892 
4-wheel vehicles 50.4 450 112,000 137.87 1,142 120,727 44.43 384 115,703 
Commercial cars 2.19 14 156,429 8.68 32 271,250 12.75 52 245,192 
Vehicles for agricultural 
uses 

1.36 1 1,360,000 1.04 3 346,667 2.03 5 406,000 

Home and land     11.05 9 1,227,778 9.37 6 1,561,667 

 104.92 2,768 37,905 221.68 4,505 49,208 98.55 2,259 43,643 

It is found that most of the foreclosed assets are 4-wheel vehicles, with an average unit value of Baht 
115,000.  

3.2.5 The risk that the sales of foreclosed assets not covering the unpaid debt values  

The Company confiscates the collateral when a customer fails to repay the instatements for the certain time 
specified in the contact. After that the Company proceeds to sell the confiscated item at its own branches, 
warehouses or auctions where general people who are interested in buying new motorcycles are invited to 
participate. Should the Company manage to sell the collaterals at the value exceeding the remaining value 
of the outstanding balance, only in the case of hire purchase contracts, the Company will return the 
remaining proceeds (net after deducting the remaining value of the outstanding balance and relevant 
expenses) to the customer. If the debt balance is higher than the value of the foreclosed asset sales (this 
may be because the average age of the collaterals ranges around 2-14 years) and if the Company is 
unable to obtain the variance from the customer or the guarantor, the Company will see some losses from 
the sale of the collaterals. This will in turn have a negative impact on the Group’s operational performance.  

To reduce the risk, before approving auto-backed loans and home-backed loans, the Company has to 
examine and appraise the values of the collateral very carefully. Also, the Company approves credit limits 
with 30-70% discount from the market prices of the collaterals; the discount depends on the models and 
the popularity of the collaterals. Hence, the remaining value of the outstanding balance is lower than the 
selling price of collaterals sold by auction. Meanwhile, the loss from the sale of collaterals at FM was 
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attributable to the Group’s policy to sell the confiscated new motorcycles as fast as possible in order to 
reduce the risk that the prices of new motorcycles drop rapidly. Note that the Company sets aside 
provision for the impairment loss of foreclosed assets for the hire purchase loans for new motorcycles at 
the rate of 35 percent of the total debt value as of the confiscation date. The rate is set by the 
management, based on historical data.  

Profit (loss) from sale of assets (million) 31 December 2013 31 December 2014 31 December 2015 
SAWAD 3.37 0.66 (7.96) 
FM (20.53) (11.62) (10.71) 
Total (17.16) (10.96) (18.67) 

 

As of 31 December 2015, over 75% of foreclosed assets lasted not more than one year from the 

confiscation date. However, most of the foreclosed assets that last longer than one year (worth Baht 

24.87 million) are new motorcycles for which the Company regularly sets aside provisions for impairment 

loss.  

Cost of foreclosed assets classified by the 
duration after the confiscation date 

31 December 2012 31 December 2013 31  December 2014 

Million % million % million % 

Less than 1 months 22.40 21.35 26.72 12.05 33.94 34.44 
1 - 3 months 27.27 25.99 63.85 28.80 24.83 25.20 
4 - 6 months 25.40 24.21 42.67 19.25 7.40 7.51 
7 - 12 months 17.07 16.27 58.70 26.48 7.50 7.61 
Longer than 12 months 12.78 12.18 29.74 13.42 24.87 25.24 

Total 104.92 100.00 221.68 100.00 98.54 100.00 
deduct  provision for foreclosed asset 
impairment 

(10.40) (9.91) (13.89) (6.27) (6.52) (6.62) 

Foreclosed assets - net 94.52 90.09 207.79 93.73 92.02 93.38 

Moreover, the Company also uses the actual values of foreclosed asset sold as criteria for considering new 
credit limits.  As of 31 December 2015, the foreclosed assets at the cost price amounted to Baht 98.54 
million, with provisions for impairment amounting to Baht 6.52 million, equivalent to 6.62 percent of the cost 
price.  
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3.3 Legal Risks 

3.3.1 The risk of being sued by customers 

As mentioned above, the auto title loan and hire purchase loan businesses are not controlled by any 
particular agencies. The most relevant laws for the business are Civil and Commercial Code and 
Consumer Protection Law stating that the business about hire purchase of cars and motorcycles is the 
business with controlled contracts. SAWAD Group emphasizes the importance of the law and seriously 
complies with the laws, ensuring that all hire purchase contracts and loan agreements are legal.  

 Regarding the hire purchase business, the Company always carries on the business, complying with laws 
and regulations set forth by relevant authorities, especially the Bank of Thailand that sets rules about 
principles, procedures and conditions for conducting personal loan business. Non-financial firms are 
allowed to collect the maximum interest rate of 15 percent per annum and the total of collection fee as well 
as other fees shall not exceed 28 percent per annum.  For conducting Nano finance loan business, interest 
rate, fee and penalty fee totaled not exceed 36 percent per annum. 

Even though the Company always follows the rules and regulation and there have never been any legal 
cases against the Company, the Company always keeps in mind of legal risks in case some customers 
may want to file lawsuits against the Company. Any court case against the Company will definitely have a 
direct impact on its business operation. In light of this, the Company regularly communicates with its 
customers and ensures the same understanding between the two parties. Moreover, the Company also 
emphasizes the customers and guarantors’ ability to repay debts in order to reduce the possibility of loan 
defaults, which may eventually lead to collateral confiscation or lawsuits. In case of overdue outstanding 
balance, the Company has a clear and fair collection policy, in accordance with the legal procedure. 
Hence, the Company is confident that it is very unlikely to face any lawsuits filed by its customers.  

3.3.2 Risks from  the future controls on vehicle title loans and hire purchase loans by the state sector 

As present, the auto backed loans, home-backed loans and hire purchase loans are not controlled by any 
state agencies, including the Bank of Thailand. Nonetheless, but Office of Consumer Protection Board” 
oversees the hire purchase contracts in order to ensure that consumers are treated with fairness. In the 
future, a state agency may be appointed to directly oversee and control the auto title loan and hire 
purchase loan businesses; this may have some negative impacts on the Company’s business operation.  

However, the Company is confident that the potential control by any state agency may not have significant 
impacts on the operation. If a state agency or the Bank of Thailand becomes in charge of controlling 
interest rates for lending, the Company will have to see low-cost funding sources in order to maintain its net 
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interest margin at a comfortable level. If a state agency becomes involved more in the hire purchase 
business, small operators whose operations are not systematized and standardized may be pressured. 
This situation may prevent new players from entering the market given that penetrating to the business may 
not be as easy as in the past.  

3.3.3 Risks in regard to the possibility that a state agency may control the personal loan business 

The personal loan segment is controlled by the Bank of Thailand. Thus, any new rules or regulations 
against business operation of the Company may have an impact on the Company given that the Group will 
have to adjust some of its business procedures to comply with the rules and regulations. This may have an 
impact on the Company’s business and operational performance.  

 SAWAD Group is well aware of the risk, so it closely monitors updates and news about changes in 
regulations and project potential impacts of the changes. Updates and projections of possible impacts of 
regulation changes are then reported to the Company’s directors so that they can accordingly decide 
strategies of measures in response to the changes in appropriate and prompt manners.   

3.4 Financial Risks 

3.4.1 The risk in regard to fluctuation in the interest rate 

SAWAD Group’s core revenue is from interests from the lending business. The interest rate is fixed 
throughout the life of the loan agreement. Meanwhile, the main expenses come from cost of funding from 
financial institutions who set floating interest rates. Any changes in the interest rate will have an impact on 
the net interest margin and interest expenses. In particular, when the interest rate is hiked, the Company’s 
cost of funding will also increase, resulting in a narrower net interest margin. This in turn will have a direct 
impact on the Company’s operational performance and profitability.   

However, at present the variance between interest income and interest expenses is rather large. In case of 
an interest hike, the Company still believes that its revenue should be enough to cover costs and 
expenses.  Moreover, the Company can also reduce risks from new loan contracts for which it is able to set 
interest rates and fee to reflect actual cost of funding. Also, in the short to medium term, the interest rate is 
likely to continue on a downtrend. Furthermore, after the IPO, the Company received more funding, which 
should help to lower interest expenses to a certain degree.  

3.4.2 The risk in regard to dependence of borrowing from financial institutions 

Given the nature of lending business, lenders need sufficient funding for operation in order to have the 

business continue. As of 31 December 2015, SAWAD’s funding sources were i) six financial institutions; ii) 
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bills of exchange, iii) shareholders’ equity and iv) debenture.  As of 31 December 2015, the amount of 

loans taken out from the six financial institutions totaled Baht 2,310.04 million. The proportion of the lending 

from the four financial institutions was 0.71 percent, 1.03 percent, 0.00 percent, 3.31 percent, 9.94 percent 

and 4.14 percent of the total funding sources.  In case the Company is unable to get loans from the 

financial institutions, this will have a negative impact on its business, financial position as well as 

operational performance.   

Borrowing mainly from the financial institutions, the Company has a very good repayment record and has 
never been requested by the lenders to repay debts before schedule. In order to reduce the dependency 
on the financial institutions, the Company seeks new sources of funding by issuing short-term bills of 
exchanges  and offering them to institutional investors or high net worth investors As of 31 December 2015, 
the Company sold bills of exchanges amounting to Baht  600 million and including unsecured debenture 4 
series, amounting Baht 4,400 million, in order to reduce the dependency on the financial institutions. 

3.4.3 The risk in regard to the mismatching between  the lending periods for customers and the lending 
periods from creditors 

The motorcycle-backed loans (accounting for 17 percent of the total loan receivables  as of 31 December 
2015) allow repayment durations of not more than 18 installment periods while four-wheel vehicles –backed 
loans (accounting for 52 percent of the total loan receivables  as of 31 December 2015) allow an average 
repayment duration of not more than 24 installment periods. Meanwhile, the Company’s funding comes 
from short-term loans from the financial institutions. As of 31 December 2015, the Company saw short-term 
loans and bills of exchanges totaling Baht 1,510.04 million, long-term loans from financial institution totaling 
Baht 1,000 million, long-term loan from a related party amounting to Baht 400 million and unsecured 
debentures amounting Baht 4,400 million.  Hence, it is rather risky if the financial institutions does not allow 
loan contract extension or if a payable requests the repayment immediately after the loans are due.  

As of 31 December 2015 Amount (Baht Million) % compared to total assets 
Receivables due within 1 year – net  8,341.19 61.14 
Receivables due more than 1 year – net  2,871.66 21.05 
Total assets  13,643.28    100.00  
Short-term loans due within 1 year 2,545.23 18.66 

However, the Company is classified as a good customer and has never caused any financial problems or 
debt defaults. Moreover, to reduce the risk about repayment of short-term loans, the Company has 
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prepared for seeking funding from other sources, including raising funds from the public offering in order 
to increase the liquidity and manage funding sources more effectively.  The Company also completes a 
cash flow projection to cover the estimated loan growth in the future. The projection is aimed at analyzing 
the liquidity so that the Company can plan for supporting funding and it should thus be able to continue its 
business operation.  

3.5 Operational Risks 

3.5.1 The risks in regard  to corruptions by employees 

Being engaged in the auto tile loan, hire purchase and non-secured personal loan businesses, SAWAD 
Group authorizes the branch managers to approve credit limits and extend loans to customers 
immediately, provided that the loans are under the credit limits within their approval authority. Customers 
can settle the installation bills at the Company’s branches by cash with the branch staff. This practice can 
be risky from the possibility that operation staff may involve in corruption.  

The Group is well aware of the risk, so it puts an internal control system in place in order to examine the 
performance of branches. The internal control system is equipped with supporting informational 
technology. Officers from the central offices also cross check and ensure that customers receive loans as 
specified in the contracts. Moreover, for every repayment transaction at any branched, customers will 
receive receipts from the central data system. The headquarter office has a monitor system, which can 
detach when a branch office receives more over-limited repayment amounts. A branch receiving over-
limited repayment amounts will be requested by the headquarter to deposit the sum to the bank. Moreover, 
the Group also has a particular division examining the lending procedures and repayment transactions of 
branches at random. Various measures as well as systems should help to keep any possible damages at 
insignificant levels. In addition, the Company has a policy that any staff dealing with payment and 
repayment transactions done by customers have to put guarantees or guarantors before the employment 
contract is signed. Since 2010, eight staff corruption incidents have been reported, with preliminarily 
estimated damage amount of not more than Baht 880,000 .  

3.6 Operational Risks 

3.6.1 The risk in regard to the fact that the major shareholder group holds stake of more than 50 
percent 

As of 10 March 2016,  the Kaewbootta Group consisting of Ms. Thida Kaewbootta, Ms Duangchai 
Kaewbootta, Mr Chatchai Kaewbootta and Mrs Jariya Kaewbootta was the major shareholder group 
holding combined stake of 52.11 percent of the paid-up capital.  With such a large portion of stake holding, 
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the Kaewbootta Group has a controlling power as well as influence on decision making. The Group can 
also control the majority votes in the shareholder meeting. Hence, there is a risk that some other 
shareholders may want to join hands and gather votes in order to balance power and question some 
maters raised by the major shareholder group in the shareholder meetings. 

Based on the Company’s organizational structure, however, the Company has clearly identified scopes of 
authority, rules and responsibilities of directors with transparency. Also, measures in regard to connected 
transactions linked to directors, major shareholders, management, as well as individuals with conflicts on 
interests are clearly identified.  The aforementioned people are not allowed to vote on related issues that 
may cause conflicts of interests. Also, independent directors are appointed to consider and make 
decisions on the issues to ensure that the practice on such issue is transparent enough to convince the 
shareholders that the Company’s management structure highlights balance of power and effective 
management.  

3.6.2 The risk of high dependence on major shareholders 

At present, SAWAD Group is financially supported and guaranteed by its major shareholders.  As of 10 
March 2016, The Kaewbootta family, the major shareholder group with 52.11 percent of the paid-up  
capital guaranteed the loans amounting to Baht 500 million  for business operational purposes (Further 
details can be obtained from Part 2, 12 Connected Transactions). This can be inferred that SAWAD Group 
sees considerable risk in regard to its high dependence on Kaewbootta Group. An absence of financial 
assistance from the Kaewbootta Group may put the Company’s business operation in trouble. 

Note that the aforementioned guarantee was carried out in accordance to regulations set forth by the 

financial institutions. At present, the financial institutions is processing to withdrawn the guarantee.  

 

 

 

 

 

 


