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10. Risk Factors 
 

 The Companyûs key risk factors and the preventive approach are summarized as follows. 
 

10.1 Risk from competitiveness in the vehicle title loan industry 
  As the Companyûs executives have a long experience in vehicle title loan industry for over 22 

year and have a thorough knowledge of the business as well as a good understanding of target 
customerûs behaviors, they are highly capable of creating a proper and efficient direction for the 
Companyûs operation. The key strategy is to provide our customers with friendly and mindful 
services as per the Companyûs slogan of çIntimate services like closed family members.é The 
Companyûs customers impressed when using its services so that they came back and recommended 
their families and friends to use the Companyûs services. As a result, the Company has been able to 
expand the business continually. At the end of year 2014, the Company has total of 848,858 loan 
contracts. By the way, the Company also emphasizes on the cautious loan approval criteria, allowing 
the proper credit limit for each customer, and deploying effective loan management and collection 
process. The Companyûs executives are confident that the Company will not be affected from the 
competitiveness of the vehicle title loan industry. 

 
10.2 Risk from the quality of debtors 
  The Companyûs lending services focuses on the group of customers with mid-range and low 

income who could not access the lending services from commercial banks, for example, factory 
workers, general laborers, and farmers etc. Since this customer group do not have fix income and 
might result in missing payments, at the end this might impact the high ratio of non-performance 
loans and affect the Companyûs provision and its business results. 

  Besides providing loan amount that must be in line with the value of the collateral, the 
Companyûs loan approval process emphasizes on the verification of loan applicantûs and his/her 
guarantorûs personal information to ensure ability to payback. The Company also has effective loan 
management and collection system which help diminish the risk of non-performance loan. In 
addition, the Company employs the practice of Single Limit which states a single credit limit that 
applies to any combination of all types of loan for one borrower. This will limit the maximum losses 
of each debtor and helps minimize the risk. During 2012-2014, the Companyûs NPL ratio was 0.99%, 
2.14% and 1.50% respectively. 

 
10.3 Risk from failure to foreclose the collateral 
  The Companyûs core business is to provide vehicle title loan. Customers are required to use 

their own motorcycle, car or agricultural car/farm vehicle as collateral but do not have to register the 
transfer of ownership. In case the customers failed to pay the installment for 2 consecutive times or 
more, the Company is entitled to foreclose the collateral and sell those vehicles through the 
Companyûs Auction centers. However, as this type of collateral is and easy-to-move asset, it might 
be difficult to trace and foreclose. If the Company fails to foreclose and sell out these collateral, it 
will have negative impact to the Companyûs financial position and business results. 

  To diminish the possibilities of unabling to foreclose the collateral, the Company set a certain 
condition that the borrower must live locally, being a resident or working nearby the branch location. 
Branch staff who processes the loan request must check and validate the accuracy of address 
information and must be able to closely monitor each and every customer/borrower. The fact that 
the Company has over 500 branches located all over the country means the better network to trace 
and foreclose the default collaterals. 
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10.4 Risk from selling the foreclosed assets 
  The Companyûs selling process of the foreclosed assets is a public sale at the Companyûs 

auction centers. Presently, the Company has established 4 centers which are Phitsanuloke Auction 
Center, Ayudhya Auction Center, Chonburi Auction Center and Khonkaen Auction Center; all centers 
operate under the supervision and management of the Company. However, the Company has a risk 
to generate losses if the auctioned price is lower than the outstanding balance as the Company 
could not demand the default customer to pay the difference. So such losses will directly impact the 
Companyûs business performance. 

  The Company has emphasized the importance of granting proper credit limit, which needs to be 
in line with the value of the collateral. That means brand, model, popularity in market and physical 
appearance of the collateral must be taken into consideration. The Company also has a practice to 
review the pre-defined credit limit of each vehicle type once a year or when there was critical 
circumstance which might impact the business. In 2012, the Company gained 4.29 million baht profit 
from selling the foreclosed assets. While in 2013 and in 2014, the Company encountered the losses from 
the activity for 15.05 million baht and 13.49 million baht respectively, which representing 1.36% and 
1.15% of total expenses. The losses resulted from the Companyûs decision, in June 2013, to tighten up 
the criteria for closing the defaulted loan accounts. The number of foreclosed vehicles increased from 
4,501 in 2012 to 8,519 in 2013 while in 2014 the Company foreclosed 12,883 cars and motorcycles which 
were 4,364 higher than the number in 2013. The highly increasing number of foreclosed vehicle also 
impacted the auction prices due to over supply at the time each auction took place. The Company was 
aware of the drawback and decided to improve the selling process to be more effective by opening two 
more auction centers, Chonburi Auction Center and Khonkaen Auction Center in February and March 
2014 respectively. As a result, the losses from selling foreclosed vehicles decreased from the average 
losses of 1,767 baht per vehicle in 2013 to 1,085 baht per vehicle in 2014. 

 
10.5 Risk from employee fraud 
  Since the Companyûs business is Retail Finance service which provides relatively small loan 

amount, only 11,600-14,300 baht average per account, with a very large customer base, the Company 
needs to delegate the credit approval authorities to its branches and service centers in order to provide 
timely, effective and competitive services to the target customers. However, the Company is well aware 
of the chance of employee fraud so it has adopted strict measures to prevent employee fraud. Branch 
managers are required to review loan applications and all related documents and to verify customerûs 
identity every time before approving the loan. For loans which are approved by sub branches or service 
centers which have only 2 staff, designated person by branch manager will perform verification with the 
customers via phone call before releasing the funds. In case any errors or unusual information found, 
he/she must immediately report to branch manager and Internal Audit team for further investigation and 
disciplinary actions. In case of employee committing fraud, he/she will have to take responsible for 
paying back the damage caused and will be dismissed immediately. Additionally, the Company has 
Internal Audit team who perform the operational auditing, focusing on loan approval and cash 
handling, at each branch on regular basis. Audit reports must be submitted to the Companyûs 
executives as well as the Audit Committee. All the above mentioned measurements help diminish the 
employee fraud effectively as reflecting in the Companyûs losses from employee fraud during the 
past 3 years and in year 2014. The amount of employee fraud losses were 0.71 million baht, 1.08 
million baht, 1.67 million baht and 0.22 million baht respectively which equaled to 0.11%, 0.09%, 
0.11% and 0.01% of total income. The management considered the number was relatively small when 
comparing to the size of the Companyûs business. 
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10.6 Risk from the custody of data and important documents 
  The Companyûs business operations are mostly relied on computer networks, storing critical 

data of its large customer base. If the system is down or encounters any circumstances that cause 
data loss or data leakage, it would be the major impact to the day-to-day operation. Therefore, the 
Company has set up the automatic data transferred system between the main server and the back-
up server. In case the main server has problem the system will automatically switch to use data 
from the back-up server. The Company also has another back up process using portable hard disk 
to download critical data on weekly and monthly basis. For security reason, the Company has kept 
the hard disk in another office. In addition, the Company required all related employees to have 
personal user id and password when accessing the Companyûs database in order to control 
confidential data leakage. 

  Apart from computerized data, contract papers and other supporting documents like signed 
memorandum of ownership transfer, signed request to transfer the ownership, are also the important 
documents which must be used as evidence when processing the foreclosure or the court case 
when customer defaults payment. If these documents are lost or damaged by fire, it will impact the 
Companyûs operations and business results. In order to diminish the risk, the Company has a policy 
to keep all these document in an electronic form. Each branch is responsible for scanning all related 
documents and sending the file to Head Office to keep in archive. 

 
10.7 Risk from fluctuations in interest rates 
  One of the source of fund that the Company used are loans from commercial banks, 

approximately 41%, with floating interest rate while the Companyûs main income is interest income 
from customer loans which applied fixed interest rates throughout the contract period. Therefore, the 
increasing interest rate in the market will directly affect the Companyûs cost of fund and might 
impact the business operations. The Company is aware of this risk and has a policy to factor in the 
trend of interest rate movement when calculating the interest rate for customerûs loan in order to 
maintain the consistent interest spread levels. During 2012-2014, the Companyûs net interest spread 
were 19.57%, 19.49% and 18.83% respectively. 

 
10.8 Risk from dependency on commercial bankûs loans as source of fund 
  The Companyûs main source of fund are loans from commercial banks. As of 31 December 

2014, the Company had total of 8,566.93 million baht as a line of credit provided by two commercial 
banks with the outstanding debt balance of 3,489.55 million baht, which were 40.60% of the 
Companyûs total fund. This outstanding comprised 501.89 million baht promissory notes which 
equaled to 14.38% and 2,987.66 million baht long-term commercial loans which equaled to 85.62% of 
total debt balance. In case that both commercial banks would decided not to continue giving 
financial supports to the Company, it will impact the Companyûs business operations. 

  However, since the Company had a long relationship with both banks with good payment 
history and always conformed with the Bankûs terms and conditions, it had been well supported with 
continuous increase of credit line. The Companyûs management are confident that the banks will 
continue their supports to the Company in a long term. Nevertheless, the Company is aware of this 
risk so it has started seeking for more credit lines from other financial institutes. Besides, the 
Company has transformed to be public company, offering its shares to public through the Stock 
Exchange of Thailand, which provides the Company more options to raise fund in the future. 
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10.9 Risk from more controls from regulatory bodies 
  The Companyûs core business is providing vehicle title loan which contributed 83.93% and 

84.17% of interest income in year 2013 and 2014 respectively. The operation of this business is not 
under supervision of any regulatory bodies. The only regulation that the Company must comply is about 
the interest rate charged, which must not exceed the rate stated in the Civil and Commercial Code. 
And the Company has always complied with the regulation. However, if in the future there are any 
governmental offices employ the policy which aims to supervise this type of business and standardize the 
business operations, the Company might get some impacts and that might effect its business results. 

  For personal loan business, the operation is under supervision of the Bank of Thailand. The 
Company must comply with the Prescribed Rules, Procedures and Conditions for operating personal 
loan business for non-bank operators, which specify the qualifications of loan applicant, guideline for 
setting credit limit, guideline for setting interest rate policy and other fee policy in order to create 
fairness for the Companyûs customers. The Company has always complied with all regulations. 
However, if BOT decides to change or add any regulations relating to personal loan business in the 
future, the Company is ready to conform even though it will effect the Companyûs operations and 
business results. 

  Being aware of this risk, the Company has been strictly complied with BOT regulations. 
Currently the Company has started applying guidelines that supervised by the Bank of Thailand i.e. 
loan loss provisions, revenue recognition and cease revenue recognition policy. Therefore, the 
Company is confident that the controls by regulatory bodies in the future will not significantly impact 
its operations and its competitive advantage. 

 
10.10 Risk from the public policy to resolve the problem of informal loan outside the finance 

institution system 
  According to the Ministry of Financeûs Notification No. 58 Re: Nano Finance for business 

operations under supervision and (No. 13) Re: Interest rates chargeable by financial institutions on 
borrowers dated 26 December 2014, the ministry would issue permits to non-bank institutions to 
offer nano-finance to public in order to resolve the problem of informal loan outside the finance 
institution (loan sharks) and the low income people who does not access to the fund source. Micro 
commercial loan or çNano-financeé is a loan that will support the liquidity of small business 
operators who cannot access to the fund source i.e. commercial banks due to lack of collateral or 
guarantor. The Bank of Thailand has issued BOT notification no. sor nor sor 1/2015 Re: Prescribed 
Rules, Procedures and Conditions for Undertaking Nano-Finance under supervision for Non-bank 
operators with following details. 
1. Effective interest rate not exceed 36% per year 
2. Principle not exceeding 100,000 baht per borrower 
3. Borrower must have ability to pay back the loan 
4. Objective of lending is for business operation 

 

  The Companyûs management is confident that this policy will open more windows of 

opportunity and the Company is now preparing to apply for a nano-finance permit from the Bank of 

Thailand. 
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10.11 Risk from dependency on the Companyûs executives in running the business 

  Since the Companyûs executives has a long experience in the vehicle title loan business for 

over 22 years, they are highly competent in loan and collection management, collateral appraisal and 

understanding of borrower behaviors. The Company might encounter the risk from dependency on its 

executive in day-to-day operations if there is any changes in management team, which will affect its 

business operations. However, the Company has a clear goal to motivate its employee and 

management to work with the Company for a long-term. Most of the employee and executives has 

worked with the Company since the business started. The Company also has a policy to reduce its 

staff turnover by providing training and development programs to staff at all level. The programs 

included knowledge sharing and skill practices with the objectives to enhance the staffûs skills, 

knowledges and understanding in their works. The Company also employs the policy to provide 

career paths to its employee so that they get advancement and grows with the Company. 
 

10.12 Risk from having major shareholders holding over 50% of total shares 

  As of 16 May 2014, Mr. Chuchat Petaumpai and Mrs. Daonapa Petaumpai held total of 

1,405,000,000 shares of the Company, equaling to 89.21% of the total paid-up capital. And after the 

IPO period, which was from 19-21 November 2014, the shareholding ratio of Mr. Chuchat Petaumpai 

and Mrs. Daonapa Petaumpai reduced to 66.27% of the total paid-up capital. As a result, both 

major shareholders still hold the power to control the Companyûs business operations and could 

influent most of the Companyûs business decisions i.e. the nomination of directors or other subjects 

which require resolution from majority of shareholders, except the subjects that are required by law 

or Companyûs regulation to acquire a minimum vote of 3 in 4 of total shareholders. As such, other 

Companyûs shareholders have a risk of unabling to collect sufficient votes to counterbalance the 

power of major shareholders in the shareholders meeting. 

  However, the Company has appointed the Audit Committee to be responsible for auditing, 

reviewing and considering all related issues in order to prevent any conflicts of interest in the future 

and to ensure transparencies in the Companyûs business operations. Additionally, the structure of the 

board of directors comprised 5 independent directors (including the Chairman) out of total 7 

members. Only 2 executive directors are in the board. This board structure helps balancing the votes 

required in business decisions while the controlling of the Company is appropriate and highly 

effective. 

 

10.13 Risk from dependency on the major shareholders as guarantor for loans from commercial 

banks 

  After the Company has registered as public company in the Stock Exchange of Thailand, the 

Company, since November 2014, gradually withdrew the guarantee contracts of its major 

shareholders (namely Mr. Chuchat Petaumpai and Mrs. Daonapa Petaumpai) from the related 

commercial banks, which included personal deposits as collateral and the Shareholderûs letter of 

guarantee. The Company also arranged to revise the conditions of D/E Ratio with the Bank. The 

withdrawal of shareholderûs guarantee did not affect the line of credit which the Company received 

from the Bank. 

 




