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Information Disclosures under Basel III Capital Requirement 
As of 30 June 2017 

 

 

Scope of Information Disclosure 

TISCO Financial Group Public Company Limited (TISCO) discloses information under Basel III capital 

requirement based on the full consolidated position and in accordance with the Bank of Thailand’s 

notification SorNorSor 5/2556 on the regulatory disclosure requirement for consolidated financial institutions. 

The full-consolidation structure of TISCO Financial Group can be shown as follow. 

 

 

 

However, TISCO Tokyo Leasing Co., Ltd. is not included in the consolidated financial statements since its 

shares are held by TISCO Group in a ratio of less than 50% of issued and paid-up shares. In addition, TISCO 

Group adopts a materiality concept which is in consistent with accounting concept. 

 

Capital Structure 

According to the Bank of Thailand’s regulation, the regulatory capital for commercial banks registered in 

Thailand and based on Internal Rating Based Approach (IRB) consists of Common Equity Tier 1 (CET1), 

Additional Tier 1, and Tier 2 Capital. CET1 capital includes paid up capital, premium (discount) on share 

capital and warrants, statutory reserve, reserves appropriated from net profits, net profit after appropriation, 

and other components following the BOT’s regulation, which are the net amount after regulatory 

adjustments such as goodwill and intangible assets, where Additional Tier 1 capital consists of money 

received from the issuance of non-cumulative preferred stocks and money received from the issuance of 

debts instruments that are subordinated to depositors, general creditors, and other subordinated debts of 
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the Group, which are the net amount after regulatory adjustments such as reciprocal cross holding in the 

Additional Tier 1 capital of banking, financial and insurance entities. 

 

Tier 2 capital is the sum of instruments issued by the bank which meet the criteria for inclusion in Tier 2  

capital, general provision and surplus of provision, less any deduction from Tier 2 capital. 

 

For TISCO Group, Tier 1 capital primarily comprises of paid-up share capital and cumulative profit after 

appropriation, while Tier 2 capital mostly consists of long-term subordinated debentures issued. Additionally, 

the deductions from shortage of reserve are also incorporated in Tier 1 capital. 
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Capital Adequacy under Basel III Capital Accord 

Based on minimum capital requirement under Basel III effective since the beginning of 2014, TISCO Group 

has adopted the Internal Rating Based Approach (IRB) for regulatory capital calculation of credit risk since 

December 31, 2012. The IRB approach is considered more sophisticated calculation given that it can truly 

reflect TISCO Group risk profiles as well as assets quality with more prudent than the calculation from the 

Standardized Approach (SA) which is less comprehensive risk weights subject to quality of assets. The risk 
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parameters relied on determining the capital requirement consists of Probability of Default (PD), Loss Given 

Default (LGD), and Exposure at Default (EAD). 

 

Capital adequacy of the TISCO Group is still in strong position and adequate to support business expansion 

into the future. At the end of June 2017, the regulatory capital adequacy ratio (BIS ratio) based on IRB 

approach stood at 19.43%, remaining higher than 9.75% required by the Bank of Thailand, while Tier-I 

capital adequacy ratio stood at 14.78%, which remained higher than the minimum requirement at 7.25%. 
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Market Risk 

An effective market risk management has been established by adopting the risk management policy 

approved by the Risk Management Committee, supported by enterprise risk management function in order 

to ensure appropriate application of the policy in all functions. 

 

In accordance with the market risk capital requirement based on the Bank of Thailand’s rules and 

regulations, since the trading book position of TISCO is still below the minimum thresholds, TISCO is  

required to maintain its capital to support the market risk only for the element that cover the price risk of 

commodities related product. However, internal market risk assessments including all positions related to 

price and interest rate change has been performed to ensure the effective market risk management still in 

place. 
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Capital instruments which are not qualified under Basel III requirement will be phased out at the rate of 

10% each year since 2013, and will no longer be included as capital from 2022 onward. For TISCO Group, 

the total amount of capital instruments that are not qualified under Basel III was 1,243.00 million baht as of 

June 30, 2017. 


