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No. 075/2558 
 

          November 11, 2015 
 
Re: Management Discussion and Analysis for the 3rd Quarter of 2015 
To:   President,  

Stock Exchange of Thailand 

Principal Capital Public Company Limited (“PRINC”) would like to submit the following Management 

Discussion and Analysis for the 3rd Quarter of 2015, ending September 30, 2015, for your acknowledgement. 

 
Management Discussion and Analysis: MD&A 
 
Economic and Industry Condition  
 
 Tourism industry had shown a significant growth during the first 7 months of 2015 as a result of Chinese 
and Malaysian tourist inflows. However, after the bombing in Ratchaprasong area on 17 August 2015, several 
countries had put concerns in their travel notices, causing delays or cancellations from tourists that planned to visit 
Thailand in Q3/2015. 
 

 Nonetheless, the management is confident that the tourism industry will have a positive prospect in 
Q4/2015 and hence should also be the main driver for the economics, and the Company performance. 
 
Financial Performance and Analysis 
  
 In Q3/2015, PRINC had set up a new 100%-owned subsidiary; Bangkok Center District Company Limited, 
on 7 September 2015 to incorporate in property development industry. Thus, the financial statements of the 
Company for Q3/2015 will comprise of 3 subsidiaries; Convergence Systems Company Limited, Principal 
Investment Company Limited, and Bangkok Center District Company Limited. 
 

 Financial information of Q3/2015 showed a revenues from services of 90.1 THB Million, cost of services of 
53.4 THB Million, service expenses,  administrative expenses of 34.9 THB Million, and a profit for the period of 3.3 
THB Million, which decreased from the same period of last year by 0.3 THB Million. This negative change of 9% can 
be clarified as below. 
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 Revenues from Services 
 

 

Q3/2015 Q3/2014 Q3/2015 Q3/2014 Q3/2015 Q3/2014 Q3/2015 Q3/2014

Million Baht Million Baht Million Baht Million Baht Million Baht Million Baht Million Baht Million Baht

Revenues from services 54.5 48.3 10.7 10.5 24.9 31.7 90.1 90.5

Residential Office building Information system

service business management business implementation business Consolidated

 
  
 The revenue of Q3/2015 dropped 0.4 THB Million, a decrease of 0.4% from the same period of last year, 
due to the followings: 

1. Residential service business ( Marriott Executive Apartment Sathorn Vista – Bangkok) had an increasing 
revenue of 6.2 THB Million from Q3/2015, a 12.8% change Quarter-over-Quarter. The increasing was a 
result of improved occupancy rate from 79.9% in Q3/2014 to 85.4% in Q3/2015. The average RevPar 
increased by 6.6%. 

2. Office building Management business had 0.2 THB million higher in revenue, 1.6% change Quarter-over-
Quarter, mainly from other services income. 

3. Information System Implementation business had a significant drop in revenue, 6.7 THB million or 21.1% 
Quarter-over-Quarter since most of the projects in this year were ongoing projects and thus, no licensing 
fee can be charged as last year where these projects were newly contracted projects. 
 
Costs of Services 
 

 The cost of services of 53.4 THB million decreased by 0.8 THB Million, 1.5% lower from the same period of 
last year due to the followings: 

1. Residential service business: its cost of services in Q3/2015 went up 1.5 THB million, an increasing of 
6.6% Quarter-over-Quarter, consistent with the increasing revenue.  

2. Office building Management business: its costs, which comprise of staff salaries and building maintenance 
expenses increased by 3.1 THB million, a change of 59.3% Quarter-over-Quarter, as a result of engaging 
more new employees to cope with business expansion in 2016. 

3. Information System Implementation business: its costs lowered by 3.9 THB million, a change of 15.4% 
Quarter-over-Quarter, in line with a decline in revenue. 
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Service Expenses, Administrative Expenses and Finance Costs 
 

 Service expenses of 2.7 THB million was mainly marketing expenses of the residential service business, 
which dropped slightly at 0.1 THB million, a 2.8% negative change Quarter-over-Quarter. These expenses normally 
go in line with the revenue, however, in Q3/2015 the marketing expenses went down even with an increasing 
revenue, demonstrating the management’s efficiency.   

 

Administrative expenses of 32.2 THB million were insignificantly vary from Q3/2014 amount. 
 

 Finance costs mainly were interests of overdraft from financial institution and interests from financial leases 
of a subsidiary. The amount in Q3/2015 was 0.3 THB million, decreased 48.2% or 0.3 THB million from the same 
period of last year since the financial lease contract has ended. 
 

Gross Profit Margin, Net Profit Margin, and Return on Equity (ROE) 
   

Q3/2015 Q3/2014

Gross Profit Margin 40.7% 40.0%
Net Profit Margin 3.6% 4.0%
Return on Equity (ROE) 0.2% 0.2%  

 
 An increasing in gross profit margin from 40.0% to 40.7% was a result of smaller magnitude of increasing 

in costs of services compare to the increasing in revenue from residential service business. Net profit margin, on 
the other hand, declined from the same period of Q3/2014 due to the slightly drop in both revenue from services 
and other income (a decrease in unrealized gains on changes in fair values of trading securities from a 29 THB 
million lower in short-term investment)  
 
Assets 

 Components of Assets 

As of 30 September 2015, the Company had total assets of 2,110.7 THB million with the portion of current 
assets at 30.5% and non-current assets at 69.5%. Total assets increased from 31 December 2014 by 3.5%, or 70.7 
THB million as a consequence of 105.1 THB million increasing in current assets, mainly cash and cash equivalents 
of a new subsidiary of 74.7 THB million, and a decreasing of 34.4 THB million in non-current assets. 
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Short-term Investments 
 

 As of 30 September 2015, the Company had short-term investments of 300.5 THB million, a lessen of 17.3 
THB million. Its proportion to total current assets was 46.7%.  

 
Trade and Other Receivables 
 

30 September 2015 31 December 2014
Million Baht Million Baht

Trade and other receivables
Not overdue 16.4                              15.6                              
Overdue
   Up to 3 months 12.0                              6.3                                
   3 - 6 months 0.5                                -                                
   6 - 12 months 5.4                                7.6                                
   Over 12 months 6.5                                9.0                                

40.8                              38.5                              
Less Allowance for doubtful accounts (4.0) (2.9)
Trade receivables, net 36.8                              35.6                              
Accrued income 129.3                            111.0                            
Prepaid expenses 4.3                                2.1                                
Other receivables 0.6                                0.6                                
Total Trade and other receivables 171.0                            149.3                            
Trade Receivable Turnover  (times) 8.77                              9.04                              
Average Collection Period (day) 41                                 40                                 
% of Allowance for doubtful accounts to Trade receivables 9.8% 7.6%  
 
As of 30 September 2015, the Company had outstanding trade receivables from other parties in the 

amount of 36.8 THB million, slightly higher from 35.6 THB million of 31 December 2014. From the table exhibits prior 
to this section, aging of trade receivables mostly fell in the category of “not overdue” as per the Company’s credit 
policy. Trade receivable turnover and average collection period matched up with the Company’s credit terms of 30-
60 days.  

 

With various customer base, the Company took considerate steps in creating a policy on credit terms. 
Some customers were government officers with stable financial status or employees of reliable private companies. 
Moreover, the Company has a policy to establish an allowance for doubtful accounts by considering historical 
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records and their ability to pay. The Company also considered the sufficiency of allowance for doubtful debt by 
assessing the amount of overdue trade receivables. 

 
The collection of debt was strictly performed and the allowance for doubtful accounts were reviewed 

regularly to reflect the actual and possible collectible debts. For the period ending 30 September 2015, there was 
an additional amount of 1.2 THB million for the allowance for doubtful accounts of subsidiary company. 

 

Accrued income was from an information system implementation business which revenue will be earned 
on a project basis and handover of deliverables. 

 
Inventories 
 

 As of 30 September 2015, the Company had an inventories of 0.29 THB million, somewhat lower than 0.32 
THB million of 31 December 2014. Most of the items in the inventories were food and beverages of the residential 
service business. 

 Inventories are stated at the lower of cost and net realizable value. Cost is determined by the moving 
average method. The cost of purchase comprises both the purchase price and costs directly attributable to the 
acquisition of the inventory, such as import duties and transportation charges, less all attributable discounts. 
Allowance is made, where necessary, for obsolete, slow moving and defective inventories. 

 
 Restricted Bank Deposits 
 

 As of 30 September 2015, the Company had a fixed deposit pledged with the value of 13.8 THB million, a 
0.9 THB million increase from 12.9 THB million of 31 December 2014, since a subsidiary deposited pledge in 
relation to its software installation for its customer. 

 
 Intangible Assets, Net 
 

As of 30 September 2015, the Company had a net intangible asset of 3.1 THB million, significantly 
dropped from 11.6 THB million of 31 December 2014, mainly due to the amortization of intangible assets acquired 
during the acquisition of a subsidiary in the amount of  8.1 THB million. 

 
Goodwill 
 

The Goodwill of 4.6 THB million represents the excess of the cost of an acquisition over the fair value of the 
Company’s share of the net identifiable assets of the acquired subsidiary (Convergence Systems Company 
Limited) at the date of acquisition. Goodwill is tested annually for impairment and carried at cost less accumulated 
impairment losses.  
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Liquidity 
 
Cash flows 
 

Q1-Q3/2015 Q1-Q3/2014

Million Baht Million Baht

Net cash from operating activities 64.2 (4.9)
Net cash from investing activities 17.7 (13.2)
Net cash from financing activities 17.2                              17.6                              
Net increase (decrease) in cash and cash equivalents 99.1 (0.5)
Cash and cash equivalents at the beginning of the period 62.2                              78.1                              
Cash and cash equivalents at the end of the period 161.3 77.6  
 

For the period of Q1-Q3/2014, the Company had cash and cash equivalents of 77.6 THB million, a 
decreasing of 0.5 THB million on cash and cash equivalents. This decreasing was a result of the increasing in 
investing activities, cash paid for purchase of short-term investment of 10 THB million and an increase in restricted 
bank deposits of 1.3 THB million to be specific, and share subscriptions received in advance of 16.7 THB million 
from financing activities. 

 

For the period of Q1-Q3/2015, the Company had cash and cash equivalents of 161.3 THB million, an 
increasing of 83.7 THB million from 2014, due mainly to a higher in both profit and trade payables (of a subsidiary) 
from operating activities, cash received from sales of short-term investments of 21.4 THB million from investing 
activities, and share subscriptions received in advance of 12.3 THB million from financing activities. 
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Source of Capital 
 

Liabilities, Shareholders’ Equity and Debt to equity ratio 
 
 

30 September 2015 31 December 2014

Million Baht Million Baht

Bank overdrafts from a financial institution 13.1 12.7                              
Short-term borrowings from a financial institution 4.7 -                                
Trade and other payables 46.4 14.9
Other current liabilities 6.6 7.7
Non-current liabilities 36.2 32.6
Total liabilities 122.3 83.4
Total shareholders’ equity 1,988.4 1,956.6
Debt to equity ratio (times) 0.06                              0.04                               

 
As of 30 September 2015, the Company had total liabilities of 122.3 THB million, an increase of 38.9 THB 

million from 31 December 2014, a result of increasing in trade and other payables of 31.5 THB million. 
 

As of 30 September 2015, the Company had shareholders’ equity of 1,988.4 THB million, a slightly 
increase was a result of the increase in share capital and premium on paid-up of share capital, which was a 
consequence of the exercise of warrants, and profit from operations.  

 

As of 30 September 2015, debt to equity ratio was at 0.06, slightly increase from 0.04 at 31 December 
2014 as a result of higher liabilities in 2015.  

 
Commitments and contingencies 
 

Operating lease commitments 
 

The Company and its subsidiaries entered into several operating leases with respect to leases of 
equipment and service agreements. The terms of the agreements generally range between 1 to 4 years. 

 

30 September 2015 31 December 2014
Million Baht Million Baht

Not later than 1 year 4.6 3.7
Later than 1 year but not later than 4 years 0.9 1.2  
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Long-term service commitments 
 

The Company entered into management agreements with a group company of a well-known international 
standard hotel chain, appointing the hotel group to manage the Company’s serviced apartments. Under the 
conditions of the agreements, the Company has to pay service fees to the hotel group at the rates stipulated in the 
agreements. The terms of the serviced apartment management agreements are 30 years, starting from the 
commencement of operations, and could be extended for a further period of at least 10 years, depending upon 
certain conditions specified in the agreements. Consulting fees and expenses under the contract for the nine-month 
period ended 30 September 2015 were Baht 11.3 million.  

 
Factors influencing future performance of the Company 
 
 

 Factors that will have a significant effect to a residential service business is the outlook of the tourism 
industry which directly be influenced by the political situation and global economic condition. In Q4/2015, 
encouraging outlook can be expected as the government projects commence. Economic stimulus policy, which 
covers the property sector, should be able to promote the economic instantaneously though for a short period of 
time, and lead to more private consumptions and investments. 

 
 
 

 
       Please be informed accordingly, 
                Yours Sincerely, 
 
 
     
         Signature____________________________________________ 
                                       

          (Miss Preeyaporn  Aphiwathwitthaya)                      
                Accounting Services Director  

 


