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31.1 Contingent liahilities and commitments of the Bank and its subsidiary, including those already shown in the balance sheet, consist of the

following: -

Avals to hills and guarantees of loans
Avals to bill
Letter of credit
Other contingencies
Bought forward contract
Sold forward contract
Shipping guarantees
Others
Total

Avals to bills and guarantees of loans
Avals to bill
Letter of credit
Other contingencies
Bought forward contract
Sold forward contract
Shipping guarantees
Others
Total

Consolidated

(Unit: Million Baht)

2006 2005
Foreign Foreign
Baht currency Total Baht currency Total
708 - 708 35 - 35
1155 315.6 4311 165.9 - 165.9
- 510.9 510.9 - 256.8 256.8
- 1,367.6 1,367.6 - 1,580.6 1,580.6
- 49 49 23 - 23
4839 216 bIL5 84.3 - 84.3
670.2 2,226.6 2,896.8 256.0 18374 2,0934
(Unit: Million Baht)
The Bank Only
2006 2005
Foreign Foreign
Baht currency Total Baht currency Total
519.0 - 519.0 4115 - 4115
1155 3156 4311 165.9 - 165.9
- 510.9 510.9 - 256.8 256.8
- 1,367.6 1,367.6 - 1,580.6 1,580.6
- 49 49 23 - 23
4839 216 5115 84.3 - 84.3
11184 2,226.6 33450 664.0 18374 25014

As at 31 December 2006 and 2005, the Bankis outstanding other contingent liabilities in foreign currency, as presented in the above table,
amounted to Baht 2,226.6 million (USD 47.75 million, EURO 3.46 million, YEN 61.17 million and New Zealand dollar 12.67 million) and Baht
1,837.4 million (USD 44.09 million and EURO 0.55 million), respectively.
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31.2 As at 31 December 2006, the Bank and its subsidiaries had the following outstanding rental and service commitments under long term
lease agreements for its offices and office equipment, and other service agreements.

(Unit; Million Baht)

Year Amount
2007 18
2008 37
2009 28
2010 onwards 21

31.3 The Bank is obliged to make contributions to the Fund for the Rehabilitation and Development of Financial Institutions, at a rate of
0.2 percent of the Bankis total outstanding halance of deposits, as of the last day of the previous six-manth period. Contributions are to be
mace every 30 June and 31 December.

314 The subsidiary company operating in securities business is required to pay a membership fee to the Stock Exchange of Thailand
on a monthly hasis of Baht 50,000 and at the rate of 0.005 percent of the trading volume.

315 The subsidiary company operating in securities business is required to pay a membership fee to Securities Investor Protection Fund
(SIPF), which is overseen hy the Stock Exchange of Thailand, on a monthly basis, at a rate of 0.0005 percent of its trading volume.

316 The subsidiary company operating in securities business is required to pay a fee to the Office of the Securities and Exchange Commission
in relation to securities business licensed for securities brokerage, securities trading, investment advisory and underwriting. The fee is charged
at the rate of 1 percent per annum of income from the aforesaid activities. In 2007, the Office of the Securities and Exchange Commission has
adjusted the minimum fee to Baht 500,000 per annum and a maximum fee to Baht 5,000,000 per annum,

31.7 The subsidiary company operating in securities business is required to pay contributions to the Compensation Fund for Clearing
and Settlement, which is overseen hy the Thailand Securities Depository Company Limited (TSD), on a monthly basis, at arate of 0.008 percent
of its net settlements.

31.8 The subsidiary company operating in securities business is required to pay certain service fees to Thailand Securities Depository Company
Limited, as its Back Office Service Bureau. A monthly fee at a rate of Baht 30,000 and certain other fees specified in the agreement are charged
to the subsidiary company on a monthly basis.

319 The subsidiary company operating in securities business is required to pay a membership fee to the Thailand Futures Exchange
on a monthly basis at the rate of Baht 5 per contract until the cumulative fee paid, including initial payment of Baht 2 million, reaches
Baht 7 million, starting from the date of the first trade on the Thailand Futures Exchange (28 April 2006).

31.10 During the year 2001 to 2003, the Bank transferred its non-performing loans to the Thai Asset Management Corporation (TAMC) as
described in Note 1.2 to the financial statements, the Bank is still jointly liable for a share of the profits or losses arising from TAMCIs
management of the non-performing assets, at the end of fifth and tenth years, counting from L July 2001. The profit or loss cannot be estimated
at this time, and therefore no liability has been provided for in the accounts.
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32, LITIGATION

32.1 On 21 Qctober 1999, the Bank received a court summons with a copy of the plaintiffis complaint stating that Krungthai Bank Public
Company Limited Registered Provident Fund had sued the Bank for Baht 220 million (an unrealised loss from investment) plus accrued interest
Baht 23 million (calculated from the default date to the filing date) on the grounds that the Bank had breached the agreement, dated 8 June
1995, appointing the Bank as provident fund manager. The Bank consulted with two law firms and their opinions were that nothing in the
agreement or other prepared documentation expressly stated that the Bank is responsible for compensating the Provident Fund for unrealised
losses. On 31 January 2003 the court of first instance dismissed the plaintiffis case. The case is at the stage of waiting to hear the judgment of
the Appeals Court.

32.2 1n 1999 and 2000, a purchaser of houses from a real estate development company sued the Bank for a total of Baht 0.6 million and the
subcontractor of the real estate development company sued the Bank, as second defendant, to make the Bank jointly liable for compensation
of Baht 35.9 million. All of these cases were brought on the grounds that as the project had been transferred to the Bank from the real estate
development company, the Bank was jointly liable with the real estate development company. However, the Bank has argued that the transfer
of such assets in settlement of debts does not make the Bank in any way legally obliged to the house purchaser and the Bank therefore has no
obligation to accept liability for the financial commitments of that real estate company and no such liability will arise. The court has temporary
suspended the first case waiting for rehabilitation of the real estate development company and for another case where the plaintiff was the
subcontractor of the real estate development the primary court has dismissed the case the plaintiff then appealed it and the case now is on
the Appeals Court consideration.

32.3 On 23 August 2004, a debtor sued the Bank in order to recover collateral, on the grounds that the debtor already repaid the related loan
under its rehabilitation plan. The Bankis in-house lawyer was of the opinion that such collateral was shared with its joint debtor, and if such joint
debtor does not repay its debt in full, the Bank has rights to such collateral. On 25 March 2005, the court held in favour of the plaintiff, The case
Is at the stage of waiting to hear the judgment of the Appeals Court. On 1 December 2006 the debtor sued the Bank to be another case on
breaching contract and asking for compensation on damage for the amount of Baht 43.98 million on the ground that the Bank didnit transfer
back to him of the right on recovering debt, the collateral. The Bank legal opinion is to the reason that the new case was raised up the same
Issue as to the previous case where have been considering under the Appeal Court, hence the new case is prohibited by law to bring to court.

However this new case is under consideration of primary court.

32.4 On 5 October 2006 the householder living in the Land before the debtor transfer such Land as a collateral to Bank for making the debt
settlement has sued the Bank and claimed that he should to have ownership on some part of the land as a result of the land has been possessed
by him longer than 10 years then he ask the court to make affirmation for his right. On the Bank legal opinion, to against our case where the
Bank sue the householder to move out then he raise up claim for possession right despite there have no evident to support the householder
claim. Now the case is on the primary court consideration.
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33. FINANCIAL INFORMATION BY SEGMENT

The Bank and its subsidiariesi financial information by segment for the year ended 31 December 2006 and 2005 and as of 31 December 2006
and 2005 are as follows :-
(Unit; Million Baht)

For the years ended 31 December

Bank/finance business Securities business Hire purchase business Total Elimination entries Total
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005

Interest and dividend income 2,365 1,545 26 12 194 19 2585 1516 (110)  (10) 2475 1,566

Interest expenses (1400) (492 () () () () (1519 (04 13 11 (1406)  (4%)
Net interest income and

dividend income 95 1,053 24 1 m 8 1066 1072 3 11069 1,073
Reversal of bad debt and doubtful

accounts (bad debt and

doubtful accounts) 216 409 1 1 (8) - 209 410 - - 269 410
Net interest income and dividend

income after bad debt and

doubtful accounts 1,241 1462 25 12 69 8§ 133%H 1482 3 11338 148
Non-interest income 216 419 175 135 9 1 460 555 99 50 559 605
Non-interest expenses (7300 (679) (285) (2060 (79 (35 (L,094) (%0 (4 - (L4  (920)
Income (loss) before income tax

and minority interest 871202 (&) (59) O (6 701 L7 55 51 76 1168
Corporate income tax ©) ) - - - (1) @ (10) - - @) (10
Income (loss) before

minority interest 8 1193 () (%9) () @) 6% 1107 % 5 747 1158
Net loss attributable to minority

interest 1 3 - - - - 1 3 - - 1 3

Net income (loss) for the year 789 1196  (85)  (59) o @) 13 110 55 50 758 1161

(Unit: Million Baht)

Bank/finance business Securities business Hire purchase business Total Elimination entries Total
2006 2005 2006 2005 2006 2005 2006 2005 2006 2005 2006 2005
Investments - net 12511 11545 50 8 - - 12561 11553 (1,508) (2,010) 11,053 9,543
Loans and accrued interest
receivables - net 24387 19380 272 296 3267 1567 27926 21,243 (2,272) (L,101) 25,654 20,142
Other assets 3591 4735 3L 460 9 300 4051 549% 295  (636) 4,346 4859

Total assets 40489 35660 683 764 3366 1867 44538 38291 (3485) (3,747) 41,063 34,544
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'34. FINANCIAL INSTRUMENTS

Significant financial instruments carried in the balance sheet include cash, interbank and money market items, securities purchased under
resale agreements, investments, receivables from Clearing House, loans, deposits, securities sold under repurchase agreements, liabilities payable on
demand, payable to Clearing House and securities and derivatives business payables.

34.1 Credit risk

Credit risk is the risk that the party to a financial agreement fails to honour an obligation and consequently cause the Bank and its subsidiaries
to incur a financial damage. The Bank and its subsidiaries have disclosed significant concentrations of credit risk in Note 9.4 to the financial
statements. The maximum amount of credit risk exposure is the carrying amount of the financial assets less provision for losses as stated in the balance
sheet. The risk from off-balance sheet derivative financial instruments is presented in Note 31 to the financial statements.

In addition, the Bank manages credit risk by the following means, in through careful consideration of credit approval process, analysis of risk
factors and the ability to service debt of customers and credit review process, which examines and reviews the quality of the Bankis loan portfolio so
as to prevent and provide a remedy for problem loans in the future.

34.2 Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.

The Bank manages interest rate risk by means of an appropriate structuring of holdings in assets and liabilities with different repricing dates,
taking into account the direction of market interest rates, in order to generate a suitable yield while maintaining risk at acceptable levels.

As at 31 December 2006, financial assets and liabilities classified by types of interest rate are as follows: -

(Unit: Million Baht)

Consolidated as at 31 December 2006
QOutstanding balances of financial instruments

Floating Fixed
Transactions interest rate interest rate No interest Total

Financial assets

Interbank and money market items 151 730 258 1,139
Securities purchased under resale agreements - 220 - 200
Investments - net 192 9,287 1,574 11,053
Receivables from Clearing House - - 19 19
Loans 8,916 20,468 149 29,533
Financial liabilities

Deposits kX 26,171 19 26,521
Interbank and money market items - 1,963 - 1,963
Liabilities payahle on demand 68 - - 68
Payable to Clearing House - - 3 3

Securities and derivatives business payables - - 40 40
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(Unit: Million Baht)

The Bank Only as at 31 December 2006
Qutstanding balances of financial instruments

Floating Fixed

Transactions interest rate interest rate No interest Total
Financial assets
Interbank and money market items 6 698 29 953
Securities purchased under resale agreements - 220 - 220
Investments - net 192 9,287 3,032 12511
Loans 8,696 19,465 9% 28,257
Financial liabilities
Deposits KK 25,798 19 26,148
Interbank and money market items - 1,999 - 1,999
Liabilities payable on demand 68 - - 68

The periods of time from the balance sheet date to the repricing or maturity dates (whichever dates are earlier) of financial instruments which
have fixed interest rates are as follows: -
(Unit: Million Baht)

Consolidated as at 31 December 2006

Repricing or maturity date Interest
0-3 3-12 1-5 Over 5 rates
Transactions Atcall  months  months  yeas  years  Unspecified  Total %

Financial assets
Interbank and money market items - 698 RV - - - 730 5.26
Securities purchased under resale agreements - 220 - - - - 220 4.94
Investments - net - - 256 7,139 1,892 - 9,287 3.63
Loans 5,866 6507 2814 4579 102 - 20468 1.95
Financial liabilities

Deposits 2125 15484 7408 1154 - - 26171 4.35
Interbank and money market items 1,012 891 - - - - 1,963 481




Annual Report 2006

113
[T T

(Unit: Million Baht)

N The Bank Only as at 31 December 2006
Repricing or maturity date Interest
_ 0-3 3-12 1-5 Over5 N rates
Transactions Atcall ~ months  months  years years  Unspecified  Total %

Financial assets

Interbank and money market items - 698 - - - - 698 5.2
Securities purchased under resale agreements - 220 - - - 220 4.94
[nvestments - net - - 256 7139 1,892 - 9,287 3.63
Loans 5,866 8,740 2,416 1818 625 - 19465 .93
Financial liabilities

Deposits 2197 15,039 7,408 1,154 - - 25,1% 433
Interbank and money market items 1,107 892 - - - - 1,999 481

343 Liquidity risk

Liquidity risk is the risk that the Bank will be unable to liquidate its financial assets and/or procure sufficient funds to discharge its obligations
In a timely manner, resulting in the Bank incurring  financial loss.

The Bank manages liquidity risk by means of appropriate structuring of short-term and long-term sources of capital. In addition, the Bank has

both present and future requirements.
The periods to the maturity dates of financial instruments held as of 31 December 2006, are, counting from the balance sheet date, as follows; -

(Unit: Million Baht)
Consolidated as at 31 December 2006

Non
0-3 3-12 1-5 Over 5 Performing
Transactions Atcal  months  months  years years  Unspecified  Loans Total
Financial assets
Interbank and money market items 410 709 20 - - - - L1139
Securities purchased under resale agreement - 220 - - - - - 220
Investments - net ¥ 454 1,102 1,331 1,892 232 - 11,053
Receivables from Clearing House 19 - - - - - - 19
Loans 2,875 6,864 4,001 1,134 3513 - 4546 29,533
Financial liabilities
Deposits 2475 15484 7,408 1,154 - - - 2652
Interbank and money market items 1,072 891 - - - - - 1,963
Liabilities payable on demand 68 - - - - - - 68
Payable to Clearing House - 3 - - - - - 3
Securities and derivatives business payables - 40 - - - - - 40
Off-balance sheet items
Avals to bill and guarantees of loans - 40 3 - - - - il
Letter of credit 4 407 20 - - - - 431

Other contingencies 116 1,401 784 9% - - - 2,39
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(Unit: Million Baht)

The Bank Only as at 31 December 2006

N
0-3 3-12 1-5 Over 5 Perfo(r)r?ﬂng
Transactions Atcall  months  months  years years  Unspecified  Loans Total
Financial assets
Interbank and money market items 255 698 - - - - - 953
Securities purchased under resale agreements - 220 - - - - - 220
Investments - net - 454 1,102 7331 1,892 1,732 - 151
Loans 2,655 8,845 3,013 5,688 3510 - 4546 28257
Financial liabilities
Deposits 2547 15039 7,408 1,154 - - - 26,148
Interbank and money market items 1,107 892 - - - - - 1,999
Liabilities payable on demand 68 - - - - - - 68
Off-balance sheet items
Avals to bill and guarantees of loans - 488 3 - - - - 519
Letter of credit 4 407 20 - - - - 431
Other contingencies 116 1,401 784 94 - - - 2,39

34.4 Foreign exchange risk
The Bankis policy on derivatives includes using foreign currency forward purchase/sale contracts to meet its customers needs or hedge against
exchange rate risk.

34.5 Fair value
Fair value represents the amount for which an asset could he exchanged or a liability settled between knowledgeable, willing parties in
an armis length transaction. The Bank has estimated the fair value of their financial instruments as follows: -
a) Financial assets
The methodology used for determining the fair value is dependent upon the characteristics of the financial instruments. The fair values
of financial assets are presented as the amount stated in the balance sheet, including cash, interbank and money market items and loans which are
considered to approximate their respective carrying value since they are predominantly subject to market interest rates. Financial instruments that
have standard terms and conditions and which are traded on an active and liquid market, such as investment in securities, fair values are determined
from the quoted market price.
b) Financial liabilities
The fair values of financial liahilities, including deposits and interbank and money market items, are considered to approximate their
respective carrying values for the same reasons as described above.
As at 31 December 2006, there are no material differences hetween the book value of financial instruments and their fair value, except
that the fair values of investments in held-to-maturity debt securities as follows: -
(Unit: Million Baht)
Net book value Fair value
Government bond 5,600 5,389

The fair value of such government bond is determined using the formula quoted by the BOT, which s based on the yield rate quoted by The Thai
Bond Market Association.
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'35. RECLASSIFICATION

Certain amounts in the financial statements for the year ended 31 December 2005 have been reclassified to conform to the current yearis
classification, with no effect to the net income or shareholdersi equity previously reported.

36. APPROVAL OF FINANCIAL STATEMENTS

These financial statements were authorised for issue by the Board of Directors of the Bank on 14 February 2007.
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(1) Management Structure
The Bankis management structure comprises the Board of Directors and the other four committees under the Board
of Directors direct supervision, namely:

1.
2.
3.
4,

The Audit Committee

The Corporate Governance Committee
The Board of Executive Directors

The Risk Management Committee

Furthermore, the Bank has another eight sub-committees appointed by the Board of Executive Directors to
enhance operational efficiency and comply with the authoritiesi regulations as follows:

1.

Management Committee

Credit Committee

Assets and Liahilities Management Committee
Technology Committee

Asset Appraisal Committee

Asset Appraisal Sub-Committee

Asset Management Committee

Investment Committee

1. The Structure of the Board of Directors and other committees
Board of Directors comprises 9 members as follows:

* % % *

* Mr. Chanchai  Leetavom Chairman
Or. Chamchai  Musignisarkorn~ Vice Chairman
Mr. Thongchai  Ananthothai President

Mr. Vim Tayaputch Director
Ms. Ajarie Visessiri Director
Dr. Kosol Petchsuwan Independent Director
Or. Prasit Damrongchal Independent Director
Mr. Plengsakdi  Prakaspesat Independent Director
Mr. Kritsda Udyanin Director

Remark *Being the Bankis authorized signatories, any two of these five directors are to jointly sign with the
Bankis seal affixed.

According to the Bankis Articles of Association, the Board of Directorsi meeting shall be held at least four times a
year. In 2006, there were thirteen Board meetings held.

The Board of Directors has the scope of duties and responsibilities as follows:

1. Setoverall direction and strategic objectives and approve policies and direction proposed by the Management for

the Bankis business operation; and supervise and oversee the Management to efficiently follow the Bankis
policies for the benefit of the Bank and shareholders.

2. Establish the Bankis requlations regarding code of business conduct and ethics of the directors, the management

and staff members as a quideline of practices.
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3. Oversee the management to set policies, procedures, and control of various risks, which must at least cover
credit, market, investment, liquidity, operational, reputational, legal, and strategic risks. Such policies are to
be approved, and the strategy and real practices are to be reqularly reviewed by the Board of Directors.

4. Approve roles and responsibilities, including composition and other material change impacting the operation
of the committees under direct supervision of the Board of Directors.

5. Monitor the Bankis business operation continuously to ensure that the executive directors and the management
perform their duties in compliance with the laws and policies set by the Board of Directors.

6. Ensure that the Bank sets policies on lending to/investment in related parties.

1. Ensure that the Bank has a policy on the submission of the Bankis sufficient information from the management
to the Board of Directors to enable the Board to duly perform its duties.

8. Ensure that the management has capabilities to manage all businesses of the Bank; and appoint senior
executives at the President level and higher.

9. Ensure the Bankis effective internal control and internal audit systems are in place.

10. Oversee the management to report the significant matters of the Bank to the Board of Directors.

Furthermore, the Board of Directors has the duty to perform and act in compliance with the laws and the Stock

Exchange of Thailand (SET)is regulations as the Bank is a listed company on the SET.

) Committees under the Board of Directors] direct supervision

The Board of Directors may assign some directors to perform any acts on its behalf. Therefore, the Board of Directors
set up four committees, which have specialized knowledge, under the Board of Directorsi direct supervision to enhance
its efficiency as follows:

1. Audit Committee comprises three independent directors as follows:

Dr. Kosol Petchsuwan Chairman
Mr. Plengsakdi  Prakaspesat Member
Dr. Prasit Damrongchai Member

The Audit Committee was set up on May 30, 2000, having an office term of one year. Retiring members are
eligible for re-appointment. The Audit Committee meeting shall be held at least four times a year. In 2006, six meetings
were called.

Members of the Audit Committee are qualified according to the Best Practice of the Stock Exchange of
Thailand and the Office of the Securities and Exchange Commission and the Bank of Thailand.

1. Holding a stake of not more than 0.5 percent of paid-up capital of the Bank, its subsidiary or associated

company or related company (inclusive of shares held by related persons).

2. Not being involved in management, and not being a temporary staff, an employee or an advisor
receiving monthly salary, an auditor or a person who has control over the Bank, its subsidiary and
associated company and related company.

3. Having no business relationship as creditor, debtor, guarantor, or person who a conflict of interest with
the Bank, and nat having, for a period of longer than one year, any benefit or interest either directly or
indirectly in financial and managerial aspects in the Bank, its subsidiary or associated company, related
company or major shareholders.
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4. Not being a close relative or a related person to the Management and major shareholders of the Bank,
or a representative of the major shareholders, and not having any other relationship in a way that may
cause a lack of independence.

The Audit Committee has the scope of duties and responsibilities as follows:

1. Review and ensure the Bankis financial reporting is correct and sufficient,

2. Review and ensure the Bank has adequate and effective internal control and internal audit systems.

3. Review and ensure the Bank follows the Securities and Exchange Act, the regulations of the Stock
Exchange of Thailand, and the relevant regulations and laws.

4. Consider, select, and propose the appointment of external auditors and audit fees.

5. Ensure the Bank discloses all connected transactions or conflict of interest activities correctly and
completely.

6. Produce the Audit Committeels report, to be duly signed by the Chairman of the Audit Committee, to be
presented in the annual report.

1. Perform any matters as assigned by the Board of Directors and accepted by the Audit Committee.

2. Corporate Governance Committee is composed of two members as follows;

Dr. Prasit Damrongchal Chairman

Mr. Kritsda Udyanin Member

*In 2006, the number of the Corporate Governance Committee members reduced from three to two due to
a directoris resignation from the Board of Directors. The Corporate Governance Committee shall select an appropriate
person to fill the vacancy.

The Corporate Governance Committee was set up on December 24, 2004, having a term of office of two
years. The Corporate Governance Committee meeting shall be held at least four times a year. In 2006, there were eleven
meetings convened.

The Corporate Governance Committee has the scope of duties and responsibilities as follows:

1. Nomination

1.1 Establish policy and procedures for selection of directors, presicent, and members of the committees
under the Board of Directorsi direct supervision. The policy and procedures must be readily available for
submission to the Bank of Thailand when required.

1.2 Select and propose qualified individuals for the following positions for the Board of Directorsi
approval,

& Director of the Bank

& Member of the committees under the Board of Directorsi direct supervision (excluding non-
director members)

& President

1.3 Recommend to the Board of Directors the appropriateness of the composition of the Board of

Directors in terms of number of members and fields of knowledge and experience contributing to the Bankis

business in line with the changing environment.

1.4 Upon request or as required, review performance, qualification, or other related issues concerning
the Board of Directors members.
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1.5 Ensure that the Bank has in place an effective orientation program for new directors, which includes
meeting sessions with employees in key positions, introduction of the Bankis products, and explanation of the
Banki strategies and business plans.

2. Compensation

2.1 Establish policies and procedures for compensation and benefits granted to the Board of Directors
and committees under the Board of Directorsi direct supervision for the Board of Directoris approval to ensure
fairness and transparency. The policies and procedures must be readily available for submission to the Bank
of Thailand when required.

2.2 Review the corporate goals and objectives to be used by the Corporate Governance Committee for
evaluating the performance of the President, and use the result of the evaluation for the purpose of
determining the Presidentis compensation.

2.3 Review the base salary, annual salary adjustment, cash bonus plans and cash bonus payouts, stock-
based incentives, and other forms of compensation, as well as terms of employment of the President for the
Board of Directorsi approval.

3. Corporate governance

3.1 Develop and recommend to the Board of Directors the corporate governance policies under generally-
accepted principles of good corporate governance.

3.2 Aavise the Board of Directors and the Management in complying with the corporate governance
policies while maintaining a flexible and dynamic management.

3.3 Oversee the implementation of good corporate goverance at all levels in the Bank.

3.4 Review and recommend, at least annually, to the Board of Directors the appropriate changes, if any,
to the corporate governance policy, the Articles of Association, the Memorandum of Association, and the
code of business conduct.

3. Board of Executive Directors comprises four members as follows:

Mr. Chamnchai  Musignisarkorn Chairman
Mr. Thongchai ~ Ananthothai Member
Mr. Vim Tayaputch Member
Ms. Ajarie Visessiri Member

The Board of Executive Directors holds a meeting every week. In 2006, forty-seven meetings were convened.

The Board of Executive Directors has the scope of duties and responsibilities as follows:

1. Perform duties as delegated by the Board of Directors, including formulation of criteria and procedures for
consideration and approval of credit facilities, debt restructuring, securities investment, acquisition or
disposal of immovable properties resulting from the debt restructuring or mortgage of properties to the
Bank, and any other normal businesses, or businesses related to the normal businesses, of the Bank. An
acquisition of debt instruments related to and/or resulting from the credit facility approval shall be in
compliance with the criteria and procedures for the approval of credit facility.

2. Consider all matters requiring an approval of the Board of Directors or the shareholders pursuant to the
applicable laws and the Bankis Articles of Association such as targets, policies, annual business plans and
budgets, financial results, issuance of the Bankis securities, etc.
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Approve the policy of human resources management, reorganization, and executive development plans,
and ensure the employees performance evaluation is undertaken.

Appoint and amend, revise, alter and add the power and duty, criteria, procedures, and regulations of all
sub-committees.

Report immediately to the Board of Directors of any committed fraud or suspected fraud or illegal
conduct, or any other misconducts, which may have a material impact on the Bankis reputation or
financial position.

Consider any other matters assigned by the Board of Directors.

4. Risk Management Committee comprises seven members as follows:

Mr.
Mr.
Mr.
Ms.
Mr.
Ms.
Ms.

Vim Tayaputch Chairman
Thongchai ~ Ananthothai Member
Apichart  Kasemkulsiri Member
Kanchana  Vongratanakulthon ~ Member
Chaiwat  Tanchewawong Member
Manida ~ Raweeruengrong Member
Suree Wipatakanok Member

The Risk Management Committeels meeting is to be held at least once a quarter. In 2006, four meetings

were held.

The Risk Management Committee has the scope of duties and responsibilities as follows:

1.

2.

3.

Formulate risk management policies for the Bank, and propose the policies to the Board of Directors for
consideration.

Arrange organization structure and resources to accommodate the implementation of risk management
policies.

Set the maximum limit for different types of core risks, and propose such limits to the Board of Directors
for consideration.

Review appropriateness of risk management policies, and propose changes in policies to the Board of
Directors for consideration.

Monitor the implementation of risk management policies, by various divisions/departments, and report
monitoring results to the Board of Directors.
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I1) The Bank has eight sub-committees appointed by the Board of Executive Directors as follows:
1. Management Committee comprises eight members as follows:

Mr. Thongchai  Ananthothal Chairman
Mr. Apichart  Kasemkulsiri Member
Ms. Suree Wipatakanok Member
Mr. Chaiwat ~ Tanchewawong Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Ms. Ratchanee  Mesommonta Member
Ms.Manida ~ Raweeruengrong Member
Ms. Orapin Sreesangkom Member

The Management Committee was set up on March 10, 2005. The Committee holds a meeting every week.

The Management Committee has the scope of duties and responsibilities as follows:

1. Formulate husiness strategy, prioritize the allocation of the Bankis overall resources, monitor adherence
to the Bankis core values, and ensure excellent service to the Bankis customers.

2. Act as an advisory body to all business units in developing policies, rules, and regulations to achieve the
Bankis vision, mission, corporate values and icentity, and targets.

3. Ensure good corporate governance across the organization.

4. Strengthen team-based culture and collaboration in cross-functional team-hased projects to achieve
corporate end results, and mitigate and solve cross-functional problems.

5. Make decisions on crucial business issues that do not belong to any other decision-making bodies in the
organization.

6. Oversee and ensure a high standard of business conduct bank-wide, including the performance of sub-
committees, such as the Credit Committee, Assets and Liabilities Management Committee, Technology
Committee, etc.

1. Oversee and co-ordinate all personnel issues across the organization to ensure leadership benchstrength,
career advancement, talent employee retention, and a happy working environment.

2. Credit Committee comprises six members as follows:

Mr. Thongchai ~ Ananthothai Chairman
Mr. Apichart  Kasemkulsiri Member
Ms. Suree Wipatakanok Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Mr. Chaiwat ~ Tanchewawong Member
Mr. Ong-Ard  Vorachatlam Member

The Credit Committee decides on credit proposals within the level of authority as delegated by the Board of
Executive Directors. The Committee also gives recommendations to the Board of Executive Directors for proposals which
are ahove its authority. The Committee holds a meeting every week.
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Assets and Liabilities Management Committee comprises five members as follows:

Mr. Thongchai  Ananthothal Chairman
Mr. Apichart ~ Kasemkulsiri Member
Ms. Suree Wipatakanok Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Mr. Chaiwat ~ Tanchewawong Member

The Assets and Liabilities Mangement Committee was set up on June 28, 2001. It holds a meeting monthly.

The Assets and Liabilities Management Committee has the scope of duties and responsibilities as follows:

1. Review and validate the Treasury Divisionis assumption.

2. Define a strategy related to liquidity management, including day-to-day management of liquidity.

3. Ensure that liquidity is effectively managed and that appropriate procedures and policies are established
to control and limit liquidity risk.

4. Formulate a pricing policy.

5. Ensure that the Bank has an adequate information system for measuring, monitoring, controlling and
reporting liquidity risk.

6. Approve gaping limits,

1. Diversify funding sources.

8. Validate the contingency funding plan.

Technology Committee comprises five members as follows:

Mr. Thongchai  Ananthothal Chairman
Mr. Apichart ~ Kasemkulsiri Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Ms. Manida ~ Raweeruengrong Member
Mr. Som Pisarnsopon Member

The Technology Committee was set up on September 20, 2002. The Committee holds a meeting at least every

The Technology Committee has the scope of duties and responsibilities as follows:

Establish objectives for the Bankis long-range IT plans that are linkable to the Bankis overall strategy.
Oversee information technology functions and relevant activities.

Oversee the development and maintenance of the IT strategic plan.

Approve and monitor major projects, priorities, standards, procedures, and overall IT performance.
Approve the IT procurement as per the limits of authorities.

Oversee IT outsourcing policies and practices.

Ensure compliance with information technology governance.

Oversee the IT Working Groupis operation:

& To provide strategic directions to the IT Working Group.

& To approve the major IT project acquisitions as proposed by the IT Working Group.

& To consult with the IT Working Group and appoint a chairperson of the group.
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5. Asset Appraisal Committee comprises five members as follows: (Thai name pls.)

Mr. Supakij ~ Thepworawuti Chairman
Mr. Chaiyarit  Teerasiripong Member
Mr. Chidchanok - Khantavichian Member
Mr. Parames  Tonnamning Member
Mr. Chairat  Kongkreingkrai Member

The Asset Appraisal Committee was set up on July 12, 2001. The Committee holds a meeting every week.

The Asset Appraisal Committee has the scope of duties and responsibilities as follows;

1. Consider the list of independent appraisers to be proposed to the Board of Executive Directors for
approval,

2. Approve the result of asset appraisal or asset valuation of the debtorsi collateral that is beyond the scope
of duties and responsibilities of the Asset Appraisal Sub-Committee, and of the foreclosed immovable
properties acquired from debt repayment or from auction.

3. Revoke any independent appraiser from the approved list in case of its breaching an agreement with
the Bank, or in case that its performance does not meet the appraisal criteria of the Bank, or such
independent appraiser was revoked from the approved list of the Asset Appraisersi Association of
Thailand, or the Stock Exchange of Thailand or the Bank of Thailand, or for any other appropriate reasons.

4. Invite any person to provide information, explanation, opinion, or technical advice as it deems
appropriate.

6. Asset Appraisal Sub-Committee comprises the members as follows:

& Deputy Vice President of Collateral Appraisal Department Chairman
& Head of Collateral Appraisal Unit Member
& All officers of Collateral Appraisal Unit Members

The Asset Appraisal Sub-Committee was set up on August 19, 2005. It holds a meeting every week.

The Asset Appraisal Sub-Committee has the scope of duties and responsibilities as follows:

1. Approve the result of collateral appraisals made by independent appraiser for the debt that has book
value not exceeding 20 million baht, specifically, for the collateral which is immovable properties and
machinery.

2. Approve the result of examination of the construction progress.

7. Asset Management Committee comprises five members as follows:

Mr. Thongchai  Ananthothal Chairman
Mr. Apichart  Kasemkulsiri Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Ms. Jungjai ~ Loharangsikul Member
Mr. Supakij ~ Thepworawuti Member

The Asset Management Committee was set up on May 6, 2005. The Committee holds a meeting every week.
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The Asset Management Committee has the scope of duties and responsibilities as follows:

1. Consider the loan officersi proposals regarding sale of the Bankis collateral by auction and approve/
recommend the objection and intervention of prices to the Board of Executive Directors for approval.

2. Consider the proposals of the Asset Management Unit and approve/recommend minimum selling prices
including terms and conditions of assets for sale to the Board of Executive Directors for approval.

3. Approve rental rates together with terms and conditions of assets for sale proposed by the Asset
Management Unit.

. Investment Committee comprises five members as follows;

Mr. Thongchai  Ananthothal Chairman
Mr. Apichart  Kasemkulsiri Member
Ms. Kanchana ~ Vongratanakulthon ~ Member
Ms. Suree Wipatakanok Member
Mr. Som Pisarnsopon Member

The Investment Committee was set up on February 1, 2007. The Committee holds a meeting every month.

The Investment Committee has the scope of duties and responsibilities as follows:

1. Oversee the Bankis overall performance in marketable securities - debt instruments, equities and
derivatives.

2. Devise investment plans and policies, a list of selective stocks and mutual funds, selection of contract
month in the SET50 index futures or other futures as traded in the Thailand Futures Exchange (TFEX), and
allocate investment size and composition of the portfolios within the authority specified by the Board of
Directors.

3. Consider and approve investments and sales of marketable securities within approved authorities.

4. Screen and recommend the proposals that are beyond its authorities and propose them to the Board of
Executive Directors or the Board of Directors for approval.

I11) Corporate Secretary

The Board of Directors appointed Ms. Orapin Sreesangkom, Executive Vice President, General Secretariat

Division, as Corporate Secretary with duties and responsibilities as follows:

1. Give advice to directors regarding the laws and the Bankis regulations.

2. Arrange the shareholdersi meetings and the Board of Directorsi meetings according to the laws, the Bankis
Articles of Association, and various practices.

3. Record minutes of the shareholdersi meetings and the Board of Directorsi meetings, and follow up the

Bankis compliance with the resolutions of such meetings.

Procure the directorsi manual and arrange an orientation program for new directors.

Inform the shareholders of their rights and other information of the Bank.

Ensure the disclosure of the Bankis information according to the supervisory authoritiesi criteria.

Assume responsibility for other matters as assigned by the Board of Directors.
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The Board of Directors and Committeesi Meeting Attendance in 2006
Attendance/Total No. of Meetings
Name Board Audit ~ Corporate  Board of Risk Management

of Directors ~ Committee  Governance  Executive  Committee
Committee  Directors

1. Mr.Chanchai  Leetavorn 13/13

2. Dr.Charnchai  Musignisarkom 13/13 47147

3. Mr.Thongchai  Ananthothai 13/13 A5/47 4/4
4. Mr.Vim Tayaputch 13/13 47147 22
5. Ms. Ajarie Visessiri 2 9/9 23125

6. Dr. Kosol Petchsuwan 13/13 6/6

7. Dr. Prasit Damrongchai 2 9/9 3/3 8/8

8. Mr. Plengsakdi  Prakaspesat 13/13 6/6

9. Mr. Kritsda Udyanin 13/13 8/8

10. Mr. Vudhiphol  Suriyabhivadh *  12/13 33 22122

11, Ms.Pannee  Sathavarodom?®  11/12 8/8

12, Mr. Joti Bhokavanij * 4/4 13/15 22
13. Mr. Charnchai  Charuvastr * 2/4 /1 3/3

Remark ! Retired by rotation at the Annual General Meeting of the Shareholders No. 13 on April 24, 2006.
> Appointed by the Annual General Meeting of the Shareholders No. 13 on April 21, 2006.
% Resigned from the Board of Directors, effective from December 6, 2006.
* Resigned from the Board of Directors, effective from December 31, 2006.

2) Nomination of directors and executives

In order to support good corporate governance, the Bank had set up the Corporate Governance Committee to
perform duty in setting up policy, regulations and process for nomination of directors, president, and members of
committees that are under the Board of Directorsi direct supervision.

1. Method of director and executive selection

The appointment of persons to fill the positions of directors, president, and members of the committees that

are under the Board of Directorsi direct supervision is to be made through the selection and nomination process by the
Corporate Governance Committee in order to recruit persons who have the required knowledge, ability, experience, and
appropriate qualifications and do not possess any prohibited characteristics according to the requlations of the Bank of
Thailand, the Offices of the Securities and Exchange Commission, and other concerned requlatory bodies. The nominated
persons shall then be proposed for the Board of Directorsi consideration and further submission for the shareholdersi
meetingls approval.
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For executive positions at the vice president level and higher, the Management will select and nominate
qualified persons and propose to the Board of Executive Directors for approval.
2. Number of directors from each group of major shareholders
The Ministry of Finance, which holds a stake of 30.61% in the Bank, appointed four representatives to sit on
the Bankis Board of Directors.
3. Rights of small shareholders to the appointment of directors
The Bank has a policy to give rights to small shareholders to appoint independent directors to perform duty on
their behalf on the Board of Directors. To that effect, the small shareholders are encouraged to nominate persons to be
appointed as directors of the Bank.

3) Remuneration for directors and executives
1. Monetary remuneration
In 2006, the Bank paid remuneration to executive directors and executives as follows:

 Executive Directors and Executives 2006 2005

No. of persons Total amount (baht) ~ No. of persons Total amount (baht)

Salary 11 46,148,138.00 13 56,107,806.00
Bonus - 28,672,000.00 - 26,597,262.00
Others - 19,933.60 - 21,556.90

Total 11 14,840,071.60 13 82,126,642.90

2. Remuneration for directors
In 2006, the number of directors totaled 13 persons. The directorsi fees paid by the Bank were as follows:

Directors{ fee for 2006
No. Name Amount (baht)
1 Mr. Chanchai Leetavorn 342,000.00
2 Dr. Charnchai Musignisarkomn 342,000.00
3 Mr. Thongchai Ananthothai 342,000.00
4 Mr. Vim Tayaputch 312,000.00
5 Ms. Ajarie Visessiri 240,000.00
6 Dr.Kosol Petchsuwan 342,000.00
7 Dr. Prasit Damrongchai 240,000.00
8 M. Plengsakdi Prakaspesat 342,000.00
9 M. Kritsda Udyanin 342,000.00
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No.

10
11
12
13

Name

Mr. Vudhiphol Suriyabhivadh

(Membership ended on December 31, 2006)
Ms. Pannee Sathavarodom

(Membership ended on December 6, 2006)
Mr. Joti Bhokavanij

(Membership ended on April 21, 2006)

Mr. Charnchai Charuvastr

(Membership ended on April 21, 2006)
Total

Board of Directors Chairmanis fee for 2006

No.

1

Name

Mr. Chanchai Leetavorn
Total

Audit Committee Membersi fee for 2006

No.

1
2

3
4

Corporate Governance Committee Membersi fee for 2006

No.

1
2

Name

Dr. Kosol Petchsuwan

Mr. Charnchai Charuvastr
(Membership ended on April 21, 2006)
Mr. Plengsakdi Prakaspesat

Dr. Prasit Damrongchai

(Membership began on July 21, 2006)
Total

Name

Mr. Charnchai Charuvastr

(Membership ended on April 21, 2006)

Mr. Vudhiphol Suriyabhivadh

(Membership ended on May 11, 2006)

Ms. Pannee Sathavarodom

(Membership ended on December 6, 2006)

121

Amount (baht)

312,000.00
282,000.00
102,000.00

51,000.00
3,591,000.00

Amount (baht)
720,000.00
720,000.00

Amount (baht)
800,000.00

200,000.00
440,000.00

160,645.00
1,600,645.00

Amount (baht)

200,000.00
110,645.00
272,500.00
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No. Name

4 Dr. Prasit Damrongchai
(Membership began on May 11, 2006)

5 Mr.Kritsda Udyanin
(Membership began on May 11, 2006)
Total

Board of Executive Directors] fee for 2006
No. Name

1 Dr. Charnchai Musignisarkorn

2 Mr. Vudhiphol Suriyabhivach
(Membership ended on June 16, 2006)

3 Mr.Vim Tayaputch

4 Ms. Ajarie Visessiri
(Membership began on June 16, 2006)
Total

Directorsi fees received from ACL Securities Co., Ltd. in 2006
No. Name
1 Mr.Chanchai Leetavorn

2 Mr. Vudhiphol Suriyabhivadh*
(Membership ended on November 6, 2006)

* Already resigned from ACL Securities Co., Ltd.is Board of Directors.

Directorsi fees received from Leasing Sinn Asia Co., Ltd. in 2006
No. Name

1 Mr. Chanchai Leetavorn

ACL BANK Public Company Limited

Amount (baht)

383,871.00

230,323.00
1,197,339.00

Amount (baht)
3,000,000.00

630,000.00
1,830,000.00

975,000.00
6,435,000.00

Amount (baht)
525,000.00
280,500.00

Amount (baht)
400,000.00
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The Bank drew up its policy on corporate governance in writing, which took effect in 2006. The policy covers the
best practices for good corporate governance prescribed by the Stock Exchange of Thailand as well as the international
best practices to standardize the good corporate governance of the Bank. The policy entails six key principles of good
corporate governance as follows:

1. Accountability means the responsibility for decision making and actions which are explainable.

2. Responsibility means the responsibility for performing duties efficiently.

3. Equitable Treatment means fair treatment to all stakeholders.

4, Transparency means transparent performing of duties that are examinable and transparent disclosure to all

stakeholders.

5. Vision to create long term value.

6. Ethics

Based on the abovementioned six key principles, the Bank is committed to promote good governance culture
along with its business operations. The expected success for the Bank is to boost awareness of values and the true
meaning of good corporate governance and then adopt such key principles in the treatment to the shareholders,
investors, connected persons, and their related persons concretely. To this end, priority will be given to the Board of
Directorsi operations with honesty, prudence, and righteousness in order to institute a management system that is
efficient, transparent and examinable as well as to ensure faimess to all stakeholders and confidence to all related parties
under the laws and business ethics, which will be a significant foundation to increase value added to the business of the
Bank and support the stable growth of the Bank.

The Bankis policy on corporate governance consists of five sections covering the matters as follows:

Section] - The Structure of the Board of Directors and their Responsibilities

Section Il - The Code of Conduct for the Board of Directors
Section Il - Control of Insider Trading

Section IV - Conflict of Interest

SectionV- - Investors Relations

In addition, the Bank has a policy to encourage the employees to work according to the standard of the corporate
governance by preparing a ¢Code of Conducté to be a guideline for employees and enhance their awareness of
responsibilities within their careeris code of conduct and morality under the laws and regulations. The employees wil
have to read and sign in acknowledgment of the guidelines on such practices.

The Bank has attempted to pursue the continuous development of good corporate governance in order to raise
confidence of the investors, shareholders, customers, employees, and all parties concerned. The Bank has standardized
the operations in line with the principles of good corporate governance under the criteria defined by the Stock Exchange
of Thailand and other supervisory authorities as follows:
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1. Rights of shareholders

The Bank has implemented a policy that places significance on the rights of shareholders, the exercise of such
rights, and non-violation or non-infringement of such rights.

The Bank set up the policy on equal treatment to all shareholders. Being the owner of the funds used in the
Bankis husiness, the shareholders thus have the right to control the business operations through the appointment of the
Board of Directors to perform the duties on their behalf, including the rights to make decisions on significant changes to
the Bank. All shareholders have equitable fundamental rights, which are not restricted only to the rights under the laws
such as right to buy or sell or transfer shares, the right to attend the shareholdersi meeting, the right to nominate
candicates for directorship, the right to access sufficient information from the Bank, etc. In addition, the Bank treats all
shareholders equally and fairly in accordance with the laws and the principles of good corporate governance and shall not
perform any act that will restrict the chance of the shareholders or infringe or deprive of the rights of the shareholders.

The Bank promotes and encourages all shareholders to exercize their rights to attend the shareholdersi
meeting. Shareholders will obtain information regarding the schedule of the shareholdersi meeting from the invitation
letter which gives details of the meeting date, time, place and location of the Bank as shown in the map enclosed, with
an agenda of the shareholdersi meeting which provides sufficient information for shareholders to make voting decisions,
the Board of Directors] opinion on each agenda and the annual report. The invitation letter will be sent to the shareholders
not less than fourteen days prior to the meeting date. As such, the shareholders will have sufficient time to study the
information and be able to arrange their times to attend the meeting either in person or by appointed proxy. In addition,
the Bank will advertise the invitation to the shareholdersimeeting in newspapers for three consecutive days at least three
days prior to the meeting date. The Bank also provides alternative channels for shareholders to gain a speedy access to
the information regarding the shareholdersi meeting through its website at www.aclbank.com under the topic of ¢Contact use.

The Bank holds the Annual General Meeting of the Shareholders within the first four months from the end of
each accounting year. The shareholdersi meeting is held in accordance with the laws, the regulations of the Stock
Exchange of Thailand, and the guideline of the Office of the Securities and Exchange Commission. The date, time and
place of the shareholdersi meeting will be set to facilitate the shareholders and not to restrict any shareholdersi
opportunities to attend the meeting. The Bank will not hold the shareholderis meeting on any festive holidays. The
meeting is normally held during 8 a.m.-4. p.m. on abusiness day and the place for the meeting will be in Bangkok or areas
where the Bankis Head Office is located and where convenient transport is available. In addition, the Bank arranges
receptionists to welcome the shareholders and facilitate their registration for attendance at least two hours prior to the
meeting.

The Bank encourages all directors, especially the Chairman of the Board of Directors, the Chairman of the
Board of Executive Directors, Chairman of the Audit Committee, Chairman of the Corporate Governance Committee,
President, and top management, to attend the shareholdersi meeting and jointly answer the questions raised by the
shareholders. During the meeting, the chairman of the meeting will run the meeting in a friendly manner and provide a
chance for all shareholders to ask questions, express their opinion and provide comment as requested. The questions and
answers will be noted in the minutes of the shareholdersi meeting and the minutes will be posted on the website of the
Bank within fourteen days after the meeting date.
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2. Equitable treatment to shareholders

In order to boost the shareholdersi confidence in proper and efficient use of their funds by the Bank, the Board
of Directors has a policy to treat all shareholders equitably without any nationality discrimination, whether they are Thais
or aliens. As well, minority shareholders will be taken care of and their rights will be protected fairly.

For the shareholdersi meeting, the Board of Directors will take care of all shareholders to ensure they obtain
sufficient information regarding the agenda of the meeting well in advance and will not add any previously - unnotified
agenda to the meeting, especially a significant agendum that needs shareholdersi sufficient time to make decision. A
regarding the agenda on director election, the shareholders are entitied to vote for an individual director, with one share
for one vote. For those who cannot attend the shareholdersi meeting, they may appoint a person, using the Proxy Form
stipulated by the Ministry of Commerce, to attend the meeting on their behalf. The Proxy Form allows for the shareholders
to plan their voting direction. In addition, the Bank increases the option for the shareholders to assign their proxy to either
the directors or the independent directors of the Bank to attend the meeting and vote on their behalf.

The Bank similarly gives equitable treatment to minority shareholders. It is the Bankis policy to entitle the
minority shareholders to propose additional agenda and nominate persons to be elected as directors prior to the meeting
date. The said policy will be posted on the website of the Bank and disclosed through the SET Community PORTAL (SCP
system) of the Stock Exchange of Thailand in order that the shareholders will acknowledge such rights. The Board of
Directors has set a quideline for addition of meeting agenda and set qualifications of the persons to be elected as
directors. These are to he applicable as from the 2008 shareholdersi meeting.

Measures for prevention of conflict of interest

With the intention to conduct the business under the good corporate governance principles with transparency
and to prevent a conflict of interest in any transactions made with persons or businesses that have relationship with the
Bank, i.e. the directors, the Management, the major shareholders, the persons who have control over the business of the
Bank including persons having relationship or vested interest with the abovementioned persons, the Bank requires the
directors and executives to disclose their interests and their related persons by reporting the information regarding their
positions and shareholding in other husinesses to the Bank.

For the making of transactions with persons or businesses that have such relationship, the Bank has adopted
the same practices applicable to other persons or husinesses in general, with due regard paid for the optimal interest of
the Bank. The determination of credit facilities amount, pricing and conditions for persons or businesses that have a
conflict of interest will follow the guidelines for credit consideration together with the comparable market prices without
any difference from the transactions made with other persons in general and in compliance with the credit extension
practices applied to borrowers in general. Moreover, the said credit extension is additionally subject to approval from
either the Board of Directors or the shareholdersi meeting, as the case may be, which s in compliance with the regulations
and conditions of the requlators such as the Bank of Thailand, the Stock Exchange of Thailand, etc. In this respect, the
persons who have vested interest in the said transactions must be excused from the agenda to consider and vote on such
matter,

Moreover, the Bank has to disclose the transactions with related persons according to the rules and requlations
of the Stock Exchange of Thailand Re: Disclosure and Act of Listed Companies regarding Connected Transaction B.E. 2546.
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Under such rules, the transactions must be approved by the Board of Directors or the shareholdersi meeting. The Bank also
has to provide the opinions from an independent financial advisor, depending on the degree of importance and type of
the transactions as stipulated by the Stock Exchange of Thailand. The transactions must be disclosed in the Company
Information (Form 56-1), annual report (Form 56-2), and notes to the financial statements in compliance with accounting
standards.

3. Roles of the stakeholders

To set a policy with recognition of legal right of all groups of stakeholders.

The Bank realizes and recognizes the legal rights of all groups of stakeholders according to the agreement with
the Bank. It has a policy to treat all groups of stakeholders equitably and fairly and not to perform any act that will infringe
the rights of the stakeholders. The Bank will compensate the stakeholders for any damage arising from the infringement.
Here are the Bankis practices and responsibilities to all groups of stakeholders:

(1) Best practices to shareholders

& To be responsible for and treat all shareholders on an equitable basis.

& To conduct business efficiently and effectively to create value added to the Bank.

& Toencourage all shareholders to fully exercise their rights so as to maintain overall benefits of the Bank.

(2) Best practices to employees

& To fairly treat the employees in order that they will have a good quality of life.

& To promote the culture of cohahitating in a friendly, generous, caring and helpful environment.

& To maintain a safe workplace.

& To comply strictly with employee-related laws and regulations.

(3) Best practices to customers

& To commit to the creation of customersi trust and satisfaction.

& To strictly keep conficential the matters and information of all customers, and not to disclose such
confidential information of the customers or seek personal benefit out of such information or conduct
business in competition with the customers.

& To protect the customersi benefit honestly and faithfully both in presence and behind them, and give
good service advice in the interest of the customers.

& To provide services enthusiastically, willingly, politely, friendly, correctly, and speedily.

& Tohe ready tolisten to the customersi problems, and to find out, at best effort, the causes and solutions
to the problems to attain the customersi satisfaction.

& Not to demand any benefits from customers as a retur for performing of the duty.

& To treat all customers fairly with a professional code of conduct.

(4) Best practices to counterparties

& To maintain and comply with the agreement and conditions made with the counterparties honestly
and fairly.

& To contact, co-ordinate, and conduct business with counterparties under the laws and common
practices.
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& To treat all counterparties equally by giving opportunities to all counterparties to propose their
products and services according to the right criteria.

& To avoid any collusion with the counterparties in whatever cases that will cause a loss of business
opportunity to the Bank.

& Not to give any asset, benefit, or other reward to a third party in such a way as to bring about an unfair
business transaction in order to avoid any rumor or inclination to a special favor at a later time.

(5) Best practices to the creditors

& To comply strictly with the agreement and condiitions made with the creditors.

& To make a business hargain without demanding or paying any benefit dishonestly to the creditors of
the Bank.

(6) Best practices to the competitors

& To conduct business under the rules.

& Not to seek confidential information of the competitors improperly or illegitimately.

& Not to destroy the competitorsi reputation by speaking ill of or persecuting the competitors without
truth or with distorted facts of the competitors.

(7) Best practices to the government agencies

& To comply with the rules, regulations and laws of government agencies.

& To create good relationships with concermed government agencies by following prescribed orders
politely and patiently.

& To assist and co-operate with government agencies in due course.

(8) Best practices to the community, society, and environment

& Torealize and give importance to the contribution to maintenance of a good environment and quality
society.

& Toencourage the directors, the Management, and employees to give importance to compliance with
the laws and relevant rules and requlations as a good member of society.

& To co-operate, assist, and devote to the activities that are useful to the community and the society
without causing any damage to the Bank, and to provide support and assistance whenever the
community is in trouble or hit by a disaster.

& Not to support any activity that might cause trouble to the environment, the community, and the
societyls or demoralization.

& Tolook after the workplace to be in good and hygienic condition and not to cause any pollution to the
environment, the community, and to society.

To develop means for the stakeholdersi participation in strengthening the Bankis business operations.,

The Bank has developed means to facilitate the stakeholdersi participation in the enhancement of its business
operations. Stakeholders are able to complain about unfair services or unfair treatment from the Bank, and to inform the
Bank of any lead to irregular transactions. The complaint can be lodged either in person or through the phone or website
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of the Bank. The Bank will bring the complaints to the acceptance and consideration process to find a way to resolve
the problems and then inform the outcome to the complainers. In addition, regarding the disclosure of transparent
information, the Bank had set up the Investor Relations Unit in Corporate Communications and Investor Relations
Department to be responsible for providing information to the shareholders and the public. The Bank is confident that the
encouragement of all groups of stakeholdersi participation is one way to promote good corporate governance of the Bank.

Toset measures to communicate with the Board of Directors regarding the accuracy of the financial statements,

the deficiency of internal control, or illegal and immoral actions, with a protection measure available.

The Bank has measures to communicate with the Board of Directors about the accuracy of the financial
statements and the deficiency of internal control through the Audit Committee. The Audit Committee has duties to submit
areport to the Board of Directors quarterly, and if there is any issue regarding illegal or unethical action, the Corporate
Governance Committee will report any such action and recommend a remedial measure to the Board of Directors.,

Responsibilities to society and environment

Apart from the goal for success in the financial sector as a commercial bank, ACL BANK always places concern
for the well being of the society at large. Being well aware that it is a member of the society, the Bank deems it a duty
to concurrently play a part in the social development and assistance, as well as environmental development.

In 2006, ACL BANK gave priority to the relief of social troubles or problems with financial aid. Among them
were the heavy floods hitting the north of the country and the cold weather plaguing the northeasterners. The Bank and
its staff members made a monetary donation to the Friends In Need (of ¢Pa€) Volunteers Foundation Thai Red Cross
Project for the building of makeshift dwellings for the homeless, and delivered blankets to the Office of Ubon Ratchathani
Red Cross for distribution to the needy in remote areas.

For educational promotion, the Bank supported the ¢Book Comer in Honor of His Majesty the Kingé project
initiated by the Bank of Thailand by procuring books and cabinets for schools under the Ministry of Education. This project
not only assists in book procurement for the needy schools, but also encourages reading fondness among youths and the
public. Religion-wise, the Bank, as a good Buddhist, joined with various associations and organizations in the annual
Kathin and Pha Pa ceremony (offering of robes to Buddhist monks).

For 2007, the Bank will give more importance to social and environmental activities by arranging activities
with concrete and effective results. It will focus on providing learning opportunities and instilling a sense of environmental
friendliness among the juveniles, as well as relieving social problems on various possible occasions. It will join not only
in financially needy activities, but also in those requiring pooled efforts among the Bank, the management and the staff
members $0 as to build up their awareness of social and environmental commitment.

4. Transparency in disclosure of information
With importance attached to the transparency in information disclosure, ACL BANK has imposed a policy on
communication as a guideline for all executives and staff members to follow. The policy is concerned with the type of
information to be disclosed, the timing, and the role and duty of parties concered. This is aimed at ensuring the
information disclosure to the public is made with transparency, correctness, completeness, clarity, and rapidity through
diverse channels with equitable accessibility to information for the shareholders, investors, analysts, customers, and the
public.
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Mediums and channels for information disclosure:
The Bankis website
Notifications posted at the Bankis Head Office/branches
Meetings/Conferences with analysts
Annual report
News/Advertisements in newspapers, magazines or other ads
Press conferences
7. Direct mailing
In addition, the Bank has clearly set out the roles, respansible units, and procedures for information disclosure
to make sure the disclosure process is efficient and controllable.
To report corporate governance policy and outcome of policy implementation through various channels
The Board of Directors has set to update the corporate governance policy to fit with the business environment
reqularly at least once a year and to evaluate and report continuously the results of the policy implementation to
the shareholders and interested persons through the Bankis website, mass media and the annual report.

5. Responsihiities of the Board of Directors and other committees

Structure of the Board of Directors

The Board of Directors is elected by the shareholdersi meeting and, therefore, is responsible directly to the
shareholders. Their significant roles are to supervise the business operations for the Bankis maximum profit by adhering
to the ¢Duty of Loyalty and Duty of Careé to reciprocate the shareholdersi trust. A right structure of the Board of Directors
will lead to an efficient mix of knowledge and abilities of each director at liberty to opine and make decision through a
system of well-balanced power.

Composition of the Board of Directors

Under the corporate governance policy and the Articles of Associations of the Bank, the Board of Directors
shall be composed of at least nine members, of whom not more than 1/3 shall be executive directors and at least 1/3 must
be members of the Audit Committee. In addition, the number of the Board of Directors can fairly reflect the investment
proportion of each group of investors. The Board members shall elect the Board Chairman.

As of January 31, 2007, there were 10 directors, of whom four are representatives of the Ministry of Finance,
three are qualified as independent directors sitting on the Audit Committee, one is executive director, and two are
external directors. This composition can balance the management power. Each director has profound knowledge and
understanding of financial business and has dependable skills and experiences in different fields that benefit
the banking business. They will jointly be responsible for the Bankis business management through the Board of Directors
meeting. It is considered their important duty to devote their time sufficiently to attend each Board of Directorsi meeting
and be ready to express their independent opinions in the meeting.

The chairman of the Board of Directors is not the same person as the President in order to prevent any one
person to have unlimited authority in the Bank. The structure of the Board of Directors, which comprises representatives
of the Ministry of Finance and independent directors, can well balance the power in the Board of Directors and ensure
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an efficient monitoring of the business management. In addition, the Bank has separated the roles and responsibilities
between the Board of Directors and the Management from each other in order to create cleamess in performing of duties
by each party.

The Bank defines the lexecutive directori according to the definition of the Bank of Thailand. It refers to a
director who participates full-time in the management of the Bankis operations and regularly receives compensation in
the form of monthly salary or other equivalent compensation from the Bank.

The lindependent directorf is defined based on the good corporate governance principles of the Stock
Exchange of Thailand and in accordance with the key principles of the Board of Directorsi structure in order to promote
the corporate governance of commercial bank requlated by the Bank of Thailand. The independent director of the Bank
has qualifications as follows:

1. Holding a stake of not more than 0.5% of paid-up capital of the Bank, its subsidiary or associated company

or related company (inclusive of shares held by related persons).

2. Not being involved in management, and not being a temporary staff, an employee or an advisor receiving
monthly salary, an auditor or a person who has control over the Bank, its subsidiary and associated
company and related company.

3. Having no business relationship as creditor, debtor, guarantor, or person who has a conflict of interest with
the Bank, and not having, for a period of longer than one year, any benefit or interest either directly or
indirectly in financial and managerial aspects in the Bank, its subsidiary or associated company, related
company or major shareholders.

4. Not being a close relative or a related person to the Management and major shareholders of the Bank, or
a representative of the major shareholders, and not having any other relationship in a way that may cause
a lack of independence.

Appointment of directors

The Bank appoints directors through a transparent nomination process without being influenced by the
shareholders who have control power or the Management, in order to create confidence to external persons. The
Corporate Governance Committee has duty to select and consider carefully the appropriate and qualified persons who
have extensive knowledge and experience to support the business of the Bank and who do not possess any prohibited
characteristics under the law or the regulations of the supervisory authorities. The selected persons will be proposed to
the Board of Directors for consideration and finally to the shareholdersi meeting for approval. The clear and sufficient
profiles of the nominated persons are attached to the shareholdersi meeting invitation letter to be a basis for the
shareholdersi consideration.

Directors orientation

The Bank gives importance to provision of knowledge relating to the Bankis business to newly appointed
directors. The directors orientation is arranged to introduce overall business operations of the Bank and also other
significant and necessary information such as the Articles of Associations, laws or regulations of the requlatory authorities
relevant to roles and responsibilities of the director of financial institutions, and guidelines on good corporate governance
that new directors should know. In 2006, the orientation was arranged for two new directors, namely, Dr. Prasit
Damrongchai and Ms. Ajarie Visessiri.
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Director(s term of office

According to the Bankis Articles of Association, at every Annual General Meeting of the Shareholders, one-
third of the total number of directors shall retire from office. If the number of directors cannot be divided into three
portions equally, the number of directors nearest to the number of one-third of total number of directors shall retire from
office.

Directors who are to retire from office in the first year and second year after the registration of the Bank shall
S0 retire by drawing lots. For the following years, the director with the longest term in office will be the one to retire.

A director whose term of office is over may be re-elected as director for anather term.

The Board of Directorsi Meeting

The Bank sets to hold the Board of Directorsi meeting once a month in order that the Board of Directors is able
to continually follow up the operations of the Bank in line with the approved policy and the plan. The performance of the
Bank and significant issues are presented for the Board of Directorsi consideration. To enable the Board members to
allocate their time and attend the meeting, the Bank prepares the schedule of the meeting for a whole year in advance
and notifies the Board of Directors of the schedule. The selection of the matters to be contained in the agenda is normally
done by the President in consultation with the Chairman. There is no limitation for other directors to freely propose
matters to be put in the agenda. The Company Secretary Department will prepare an invitation letter together with the
agenda and documents and send them to the directors at least seven days prior to the meeting date in order that the
directors will have sufficient time to digest the information. In each meeting, the Chairman will allocate sufficient time
for significant matters which need thorough consideration and allow the members to broadly discuss the matters.
Moreover, the top management will attend the meeting to explain and provide additional details of the matters
concerned with them. The meeting normally takes around two and a half hours. The meeting minutes are recorded in
writing and, after being adopted by the Board of Directors, are securely kept and always available for examination by
concerned persons. In case the directors desire any additional information, they can so inform the Company Secretary
to provide the required information. In addition, the Board of Directors intends to have non-executive directors arrange
a meeting among themselves as they deem fit in order to discuss any problems relevant to the business or any interesting
matters with no need for participation by the Management. The outcome of the discussion will be informed to the
President after the meeting.

Directorsi development

The directors have key responsibility to strengthen the Bankis security by integrating their knowledge, ability,
skill, and experience to attain favorable performance according to the Bankis business plan. The Bank therefore encourages
and facilitates the directors to attend training courses relating to their duties in order to build up confidence among all
concerned parties in the directorsi profound knowledge and understanding regarding their duties under the principles of
good corporate governance. Almost all of the directors have attended courses arranged by the Thai Institute of Directors.

Directorsi performance evaluation

The Board of Directors sets to conduct an annual appraisal of the directorsi performance in order to jointly
consicler the working results of the directors and the occurring problems to find ways to resolve the problems and improve
performance. The appraisal criterion was drawn up in line with the responsibilities of the Board of Directors under the
principles of good corporate governance for listed companies in 2006, formulated by the Listed Company Monitoring
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Development Center of the Stock Exchange of Thailand.

The Bank had just launched the directorsi performance evaluation in 2006, using two appraisal forms, namely,
Individual Directors Self-assessment Form and Overall Board of Directors Assessment Form.

Remuneration for directors

In orcler to create transparency in fixing the directorsi remuneration, which is their direct benefit, the Board
of Directors has set up the Corporate Governance Committee to consider and propose the directorsi remuneration for
approval by the shareholdersi meeting. The remuneration s considered based on the knowledge, ability, experience, and
responsibility of the directors compared with the directorsi remuneration of listed companies and other financial
institutions and is then proposed for the shareholdersi meetingis approval every year. The types of remuneration payment
and amount of payment are reasonable.

To fix the remuneration for the President, the Bank has the Presidentis performance evaluated by the Board
of Executive Directors according to the Assessment Form designed by the Corporate Governance Committee, with the
assessment result to be reported to the Corporate Governance Committee. The Corporate Governance Committee
deems that the said assessment is appropriate.

Directors and executivesi holding of positions in other companies

To enable the directors and the top executives to fully devote time to perform their duties in the Bank and to
increase the management efficiency in the business group that the Bank has control over, the Bank has set the policy for
the directors and the top executivesi holding of positions in other companies or businesses by determining the number
of such businesses and companies, as follows:

& The directors or top management are not permitted to serve as director or hold other position in other
commercial banks simultaneously, except the position of legal advisor or a position with no authority to
perform or give advice regarding the operations of the Bank, or except where a waiver is granted by the
Minister, as recommended by the Bank of Thailand, with the waiver period not to exceed three years and
with any other conditions allowed to be set.

& The directors are permitted to unlimitedly assume the positions of board chairman, executive hoard
member, authorized director, or director, of the Bankis business group.

& The directors are permitted to assume the positions of board chairman, executive board member, authorized
director, or director outside the Bankis business group for not more than two business groups.

& The directors may assume directorship in listed companies on the Stock Exchange of Thailand for not more
than five listed companies (inclusive of the Bank).

& The directors may unlimitedly assume directorship in limited companies or partnerships outside the Bankis
business group, whereby such directorship must not violate the notifications, circulation letters, or best
practices of the Bank of Thailand, the Securities and Exchange Commission, and the Stock Exchange of
Thailand.

The top executives of the Bank are permitted to hold a position as director or authorized director in the Bankis

business group for not more than three companies or as director in listed companies on the Stock Exchange of Thailand
for not more than three companies (inclusive of the Bank).
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In addition, the Bank has set up best practices for the directors and top managementis holding of directorship
in other companies as follows;
Business group of the Bank
& The Board of Directors is the one to consider the appointment of the directors or the top management to
serve as directors of the Bankis business group.
& The term of office for the directorship in the Bankis business group of the directors and the top management
Is to be reviewed annually and proposed for the Board of Directorsi consideration.
Other companies
& The directors and the top management are duty-bound to disclose their directorship in other companies to
the Compliance Department upon being first appointed as director or top executive of the Bank. They are
to disclose the information of the company name, type of business, and number of shareholding (inclusive
of shareholding of their spouse and minor children).
& The change in positions in other companies such as new appointment, resignation and others is to be
reported to Compliance Department within five business days of such change.
Corporate Secretary
The Board of Directors has appointed Corporate Secretary to provide legal advices and advices on rules and
requlations that the Board members should know, to follow up the actions taken in compliance with the resolutions of the
Board of Directors, and to co-operate with concerned departments regarding the information requested by the directors.
The Company Secretary is under the supervision of the President.
Leadership and vision
The Board of Directors possesses leadership ability and is jointly responsible for determining the vision,
mission, strategy, business plan, and annual budget of the Bank, as well as supervising and ensuring the Management
efficiently complies with the policy and plan. The Board of Directors has suitable qualifications and is acceptable to the
regulators such as the Bank of Thailand, the Securities and Exchange Commission, and the Stock Exchange of Thailand.
The Board members are knowledgeable and experienced persons with special skills that benefit the Bank in such fields
as banking, finance, laws, etc. Moreover, the Board of Directors realizes the responsibility for their performance and,
therefore, has devoted their time and performed their duties with best efforts. Deeming this as one of the important
qualifications, all Board members have regularly attended the Board of Directorsi meeting and simultaneously studied
the problems, risks and other factors that may affect the business operations of the Bank either directly or indirectly.
However, the directorsi duties are not limited only to participation in the meeting, but also cover the duties and
responsibilities as a director of a financial institution. Throughout their tenure, all directors have the freedom to make
decisions in the best interest of the Bank and the shareholders as a whole. The Board of Directors approved the good
corporate governance policy and put it in effect in writing in September 2006. The policy is to be reviewed annually.
The Board of Directors is also responsible for putting in place an appropriate internal control process and risk
management process in order for the Bank to meet the international standard of business operations. In addition, the
Board of Directors enables the Bank to establish a working system that can ensure that the Bankis business operations
comply with the law and code of ethics and the Bank continuously achieves good operating results, with due regard paid
for present and future risks, in line with the Bankis vision, mission, code of husiness ethics, and principles of good
corporate governance.



140
1 b

ACL BANK Public Company Limited

Code of business ethics

The Bank has established the code of business ethics in writing, as a referential quideline for the Management
and employees in performing their duties, whereby all employees are to sign in a certification to abide by the said code.
The Bank deems that it is the employeesi duty to strictly acknowledge, understand, and observe the code of business
ethics, with emphasis placed especially on honesty and values that merit trust according to the code of conduct. The said
code covers contents such as the protection of customersi confidential information, the correctness and reliability of the
information, insicler trading, disclosure of securities holding, conflict of interest, acceptance of ifts, performing of other
external jobs or external activities, relationships between employees and the Bank, and best practices of the employees,
including punishment in case of code violation. The Bank occasionally reviews and amends the cade in compliance with
the external situations and communicates the amendment to the Management and all employees for their further
adoption.

Internal control and audit system

The Board of Directors has realized and stressed the importance of an internal control system, deeming it as
a significant foundation for the Bank to successfully operate its businesses and achieve its business goal. The internal
control system can help to enhance the efficiency of the Bankis operations and compliance with the relevant requlations,
and create confidence among all stakeholders with regard to the generation and protection of their benefits and the
accuracy of financial reporting. Other than these, it also assists in preventing or minimizing risks which may impact the
Bankis assets and reputation. Here are the mechanism and standards of control system that have been established:

1. Setup of sub-committees to assist the Board of Directors in oversight and monitoring of the operations of

various functions throughout the Bank.

& The Audit Committee has the duty to oversee the Bankis operations, review and assess the adequacy,
efficiency and effectiveness of risk management process as well as the control system of the Bank, and
review the Bankis financial statements in order to ascertain that the Bank has reported the financial
information accurately with sufficient disclosure, through cooperation with the Internal Audit Depart-
ment and consultation with the Bankis external auditor.

& The Corporate Governance Committee has the duty to devise mechanisms for monitoring the Bankis
operations under the good corporate governance principles.

& The Risk Management Committee has the duty to define a policy on overall risk management of the
Bank and set control limits for each type of primary risks as well as the mechanism for monitoring each
risk hedging.

In addition, in order to closely supervise the overall bank operations, the Board of Executive Directors

assigned Management Committee to establish a good control environment and a good internal control

system within the Bank and to monitor the operations to ensure the compliance with the defined control
mechanism and the corporate governance principles.

2. Formulation of an organizational structure with a check and balance control by separating the front office/
marketing division from the back office/operation division and assigning Risk Management Division to



Annual Report 2006

6.

141

supervise, control and monitor the operations in accordance with the stipulated risk management policy;
Assignment of Finance and Control Division to perform duty in controlling the operations of the Bank to e
under a sound and efficient control system and in conformity with stipulated rules and regulations and the
Bankis policies, controlling the optimization of the Bankis resources, and ensuring the accuracy of
financial reporting with sufficient disclosure.

Initiation of a control environment and control awareness for all employees to realize the importance of
control systems by determining the good operational quidelines on control, corporate ethics, policies and
procedures in writing; Communication to all employees for better understanding and involvement in setting
up the operational control system; Continuous development of the employeesi skill and competency.
Establishment of a reliable financial reporting system that could deliver correct, complete, sufficient,
updated and timely financial information for the decision making of the Management and the Board of
Directors; Arrangement of efficient communication channels to assure that all information has been
completely and correctly delivered to all concerned parties.

Establishment of the Internal Audit Department as an independent unit and a crucial mechanism in
supervising and examining the operations of various functional units within the Bank and its group of
companies, covering all functions of the Bank, i.e. operation, reporting and compliance with rules and
requlations of all concerned authorities, including security control over the information technology. The
Internal Audit Department performs duties independently and directly reports to the Audit Committee in
order to ensure the Bankis operations are under an adequate and appropriate control system and the
appropriate corrective actions are undertaken.

Stipulation of policy and mechanism for supervising the business operations of the companies under the
Bankis group and monitoring their compliance as well as conducting close examination.

Roles and responsibilities of the Audit Committee

The Audit Committee members have been appointed hy the Board of Directors through the selection and
recommendation of the Corporate Governance Committee. The Audit Committee undertakes its responsibilities in
accordance with the Audit Committee Charter which is approved by the Board of Directors. In 2006, the Audit Committee
arranged six meetings in total, with attendance by the members as follows:

 Name Position Attendance/Total no. of meetings
1. Dr. Kosol Petchsuwan Chairman of the Audit Committee 6/6
2. Mr. Charnchai Charuvastr* Member of the Audit Committee 1/1*
3. Mr. Plengsak Prakaspesat Member of the Audit Committee 6/6
4. Dr. Prasit Damrongchai® Member of the Audit Committee 33

* Resigned from the Audit Committee on April 21, 2006.
** Appointed as member of the Audit Committee on July 21, 2006.
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During the year 2006, the Audit Committee performed its duties according to the responsibilities assigned by
the Board of Directors. Its performance was quarterly reported to the Board of Directors for acknowledgement, which
covered the following functions:

1.
2.

Review, revise, and amend the Audit Committee Charter and Internal Audit Charter.

Review the quarterly and annually financial statements of the Bank itself and the consolidated financial
statements in order to ascertain the accuracy and reliability of financial statements as well as the
sufficiency of information disclosure in conformity with generally accepted accounting principles.
Consicer and propose the appointment of external auditors of the Bank as well s its remuneration by
proposing Emst & Young Office Limited to be the certified auditor of the Bank and its subsidiary companies
for the year 2006, with a change in the statutory auditor from Ms. Rungnapa Lertsuwankul to Mr. Sophon
Permsirivallob of the same office in accordance with the regulation of the Securities and Exchange
Commission.

Consider and approve the annual audit plan of the Internal Audit Department for 2006 and 2007 and
oversee the operations of the Internal Audit Department.

Consicer and approve the examination results, provide recommendations and monitor the appropriate
process of corrective actions within the determined timeframe in order to enhance the efficiency of the
internal control system of the Bank.

Consicer the Bankis annual internal control assessment form prior to proposing to the Board of Directors
for approval,

Consicer and approve the amendment to Risk Assessment Methodology to be applied in the audit plan
preparation for 2007,

Consider the impact from changing accounting methodology on the Bankis financial statements and
select the methodology deemed appropriate for the Bank.

Take continuous actions to make sure that a good internal control system is in place, that the process is
improved for the efficiency and effectiveness enhancement, and that the operations are supervised to
ensure the compliance with the stipulated regulations.

In the light of the above duties, the Audit Committee is confident that it could drive and encourage the Bank
to institute a good management system with operational efficiency and adequate control system and in accordance with
corporate governance principles. The business operations are conducted in a transparent and examinable manner to
protect the benefits of all stakeholders.

Succession policy

For business management continuity, the Bank is in the process of mapping out a succession policy for top
management positions, as well as qualifications of the successors.
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Policy and control of the use of inside information

The Bank is responsible for protecting the rights of and providing equitable faimess to the shareholders. The Board
of Directors then has duty to prevent the directors, executives and all levels of employees including their related persons
from violating the regulations of the Stock Exchange of Thailand and especially Section 14 of the Securities and Exchange
Act B.E. 2535 which prohibits the use of inside information for securities trading for onels own benefit or for otheris
benefit. The Board of Directors has drawn up rules to prevent the use of inside information of the Bank.

In order to prevent misuse of information for onels own benefit, the Bank has adopted the regulations regarding
the keeping of information and prevention of the use of inside information in writing and communicated to all employees
for further adoption, which can be summarized as follows:

& All departments are to et up a system to keep inside information of the Bank with appropriate monitoring by
limiting the number of people who can access significant information and keeping such information in strict
confidence.

& The directors and the Management should comply strictly with the Securities and Exchange Act and the
regulations of the Stock Exchange of Thailand and the Office of the Securities and Exchange Commission
regarding the use of information for stocks trading and the equal disclosure to the shareholders and the public.

& The internal employees comprising the directors and the top management level from the President down to
division heads, department heads, including their spouse, parents, children, sibling, and persons under their
control are prohibited from buying, selling, transferring, or accepting transfer of the securities of the Bank in such
a way as to take advantage over external persons by using significant internal information that can affect the
change in price of the Bankis securities and that has not yet been disclosed to the Stock Exchange of Thailand
or the public, but is known to the internal persons from their positions.

& The directors and the top management are not allowed to buy or sell the Bankis securities during the period of
not less than 30 days prior to the disclosure of the financial statements or the performance of the Bank and at
least three days after the disclosure of significant information.

& Inaddition, the Bank stipulates that the directors, the top management and the department heads or equivalent
level upwards in accounting and finance departments have duty to report their holding of the Bankis securities
and the holding by their spouse and minor children to the Office of the Securities and Exchange Commission
when they are appointed to any such position and report the change of such shareholding every time they buy
or sell, transfer or receive shares from transfer in the Form and by the time stipulated by the Securities and
Exchange Commission, except for the transactions that are exempted according to the Securities and Exchange
Commissionis regulations, as well as to report the said holding of the Bankis securities to the Board of Directors
on a monthly basis.
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Moreover, the Board of Directors deems it is the duty of all levels of employees of the Bank to pay due regard for
the Bankis maximum benefit by avoiding any financial involvement or any activity or relationship that may affect the
Bankis benefit or cause a conflict of interest. To this end, it is stipulated that such persons have duty to disclose or clarify
their financial involvement or any activity or relationship to their supervisor at department head and division head levels
for acknowledgment. Moreover, such persons must not participate in the consideration, providing of opinion, or discussion
in the process relating to those transactions.

Punishment measures

Ifit s discovered that any employee has used the information that has not yet been disclosed to the public for their
own benefit to buy or sell the Bankis securities, the Bank deems this as a violation of the discipline of the Bank, which is
subject to the punishment as follows:

& Verbal waming

& Written warning

& Probation

& Dismissal or termination of employee status
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The Board of Directors has reqularly reviewed and assessed the adequacy of internal control on an annual basis
with the preliminary consideration made by the Audit Committee. Under the consideration of the Audit Committee, an
overview of internal control system through the banking operations has been taken into account based upon the audit
performance of the Internal Audit Department and the information received from outside inspectors throughout the year
2006. The essence of this assessment serves as a tool to ensure the Bank, as a listed company, has an adequate and
efficient control system. Additionally, it enables the Bank to sustain a mechanism that can support the Board of Directorsi
oversight of the business undertaking by the Management to ensure the compliance with the defined target. It can also
support the Audit Committeels performing of its functions in line with the Stock Exchange of Thailandis regulations.

The Board of Directors has considered the Bankis internal control assessment form for the year 2006 according to
the specified format by taking into account the comments / opinions of the Audit Committee. The action has been taken
in conformity with the format prescribed by the Stock Exchange of Thailand, which covers five key aspects as follows:

Part 1. Organizational Control and Environment Measure

Part 2: Risk Management Measure

Part 3: Management Control Activities

Part 4 Information and Communication Measure

Part 5: Monitoring

The Board of Directors approved the assessment result according to the resolution of the Board meeting no.2/2007
dated February 14, 2007. The said meeting was attended by all of the independent directors, who serve as the Audit
Committee members, in order to clarify and opine as well as answer the queries with respect to such assessment to the
Board of Directors for acknowledgement and consideration. The assessment result revealed that there were no substantial
deficiencies in the internal control system that required remedial actions.

Aside from the internal control assessment, the Bank also arranged the annual evaluation of risk management,
covering five types of key risk: credit risk, liquidity risk, market risk, strategic risk, and operational risk. Such evaluation
has been undertaken by the Risk Management Division and proposed for approval by the Board of Directors on an annual
basis.



146

1. Significant related party transactions

ACL BANK Public Company Limited

| || | | |] Related Party Transactions | ||

As of December 31, 2006 and December 31, 2005, the Bank conducted significant business transactions with its
subsidiaries and related companies in accordance with the accounting standard and transactions with the directors or
executives at department head level and higher, or companies in which the Bank or its directors or executives hold an
aggregate of more than 10 percent of the issued shares. Such transactions are summarized below:

December 31, 2006
Loans  Deposits Contingencies

44,990

Nature of relationship
Leasing Sinn Asia Subsidiary company 2,248,587
Company Limited
Billion Building Related through
Company Limited ~ Bankis executive
BSL Leasing Related through

Company Limited ~ Bankis shareholder
BLF Company Limited  Subsidiary company

ACL Securities Subsidiary company
Company Limited

Electricity Generating  Related through
Public Company ~ Bankis executive
Limited

Rayong Electricity Related through
Generating Company Bankis executive
Limited

Khanom Electricity ~ Related through
Generating Company Bankis executive
Limited

Bualuang Securities  Related through

Company Limited ~ Bankis shareholder
BBL Asset Management  Related through
Company Limited  Bankis shareholder
Bangkok Bank Public  Bankis shareholder
Company Limited

495,000

49

71,955
35,799

692,690

49,087

- 158,096

225,000

46,187

December 31, 2005

Loans

448,153 1,089,990

497,401

40,323

495,000

(Unit : Thousand haht)

Deposits Contingencies

148,361
137,375

94,238

19,578

130,000

10,000

408,000

434,062

As of December 31, 2006 and December 31, 2005, the Bank and its subsidiaries neither granted credits nor
mace commitments to the directors or executive at department head level and higher.
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the  Transactions occurring during the years ended December 31, 2006 and 2005 can be summarized as follows:
(Unit: Thousand baht)

Transactions For the years ended December 31,
' 2006 2005
Income items  Interest income 110,432 41,925
Dividend income - 208,348
Fee and service income 4,222 463
Others 55 1,964
Expense items  Interest expenses and other expenses 94,462 26,732

The Bank has established guidelines whereby interest rates, fee, service, and huilding rental charges are to be
set for related companies as if the transactions were being executed with unrelated parties, with attention paid
especially to maximization of benefit to the Bank.

The interest rates used for the debt restructuring are based on the conditions in debt restructuring contracts.

Other related transactions such as accrued interest receivables, accrued interest payables, other assets, other
liabilities and other transactions for the years ended December 31, 2006 and 2005 were entirely disclosed in the notes
to financial statement no. 30.

2. Necessity and reasonableness of related party transactions
In case there is a related party transaction, the Bank will place significance on the Bankis maximum benefit and
reasonableness of the transaction by performing according to the practice of the Bank in compliance with the regulatorsi
criteria. The Audit Committee, through Internal Control Department, will review and identify as to whether the said
related party transaction is correct and appropriate and will disclose the result of the review in the good corporate
governance report of the Audit Committee.

3. Measure or process for the related party transaction approval
The Bank has a policy for consideration and approval of the related party transactions made with persons or
businesses that have vested interest with the Bank, which is in line with the regulations of the Stock Exchange of Thailand
regarding the connected transactions and the criteria of the Bank of Thailand. The consideration and approval of loans
and contingencies to the related party or related business shall be made under the same rules as applicable to the persons
or husinesses in general by paying regard principally for the Bankis optimal benefit. The transaction shall undergo a
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transparent approval process from the Board of Directors or the shareholdersi meeting, depending on the conditions
specified by the regulatory bodies. The persons who have a conflict of interest in such transaction must not participate
in the consideration and approval process.
The Bank sets the pricing and commercial conditions for the related party transactions based on the criteria and
the comparable market price without any difference from the transactions made with external persons in general.
Inaddition, the Bank discloses the related party transactions in the notes to the financial statements of the Bank
on a quarterly basis according to the accounting standard.

4. Policy or trend for future related party transactions

The Bank emphasizes on the management under the principles of corporate governance by giving importance
to the transactions conducted within the purview of good corporate governance which is transparent and examinable.
The Bank has set the policy for doing related party transactions to be in compliance with the requlations of the Bank of
Thailand and notifications of the Stock Exchange of Thailand, which cover the policy on fair pricing and conform with
normal commercial conditions. As for the policy on approval of credits or related party transactions or transactions that
involve a conflict of interest, the directors, the Management and the employees who have a conflict of interest must not
be involved in the approval of those transactions. In addition, the Bank is required by its Articles of Associations to
conduct the related party transactions and disclose the information according to the criteria stipulated by the Stock
Exchange of Thailand. Therefore, if there is any related party transaction in the future, the related persons must abide by
the above policy set out by the Bank and make a change in line with the amended requlations of the concerned
authorities.
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1. Securities of the Bank
(a) AsofDecember 31, 2006, the Bank had a registered capital of 16,059,495,270 baht, of which 15,904,529,450
baht was paid up, divided into 1,060,526,642 ordinary shares at par value of 10 baht and 529,926,303 preferred shares
at par value of 10 baht.
(b) Besides the ordinary shares, the Bank had issued preferred shares.
Preferred shares
The preferential rights of preferred shares are as follows:
(1) Preferred shares of the Bank are divided into Class A preferred shares and Class B preferred shares,
(2) Both Class A and Class B preferred shares are non-cumulative.
(3) Preferred shares in both classes have par value, rights and benefits equal to ordinary shares with the
exception that;

(3.1) The holders of preferred shares in both classes are entitled to receive dividends before holders of
ordinary shares.

(3:2) Inany year if the Bank has a profit after legal reserve and other necessary reserves and no

accumulated losses, and the Bank can maintain its net capital ratio as required by law, the Bank
shall pay dividends to Class B and Class A preferred shareholders equal to the fixed deposit rate
of bonds which will be issued by the government in respect of the Tier 1 capital support scheme
plus 1% per annum. The holders of Class B preferred shares are entitled to receive dividends
before holders of Class A preferred shares.
Inany year, if profits to be distributed as dividend are not sufficient as dividends for both classes
of preferred shares at the rate as prescribed in the first paragraph, the Bank shall first pay
dividends to Class B preferred shareholders and shall later pay dividends to holders of Class A
preferred shares from the remainder (if any).

(3.3) In any year, should the Bank pay dividends to ordinary shareholders at a rate higher than
dividends to be paid to the preferred shareholders of hoth classes, the Bank shall additionally pay
dividends to preferred shareholders up to the amount paid to the ordinary shareholders.

(3.4) Incase of capital decrease due to losses from operations resulting from the assets that were held

prior to the capital injection by the Ministry of Finance, the Bank shall decrease capital of the
ordinary shares first and then Class A preferred shares. The amount of the capital decrease in this
regard shall not be greater than the accumulated losses on the date the Ministry of Finance
injects the capital, including any subsequent losses arising from other assets held prior to the
capital injection by the Ministry of Finance.
Assets that were held prior to the capital injection by the Ministry of Finance refer to total assets
and all contingent liabilities prior to the date the Ministry of Finance subscribes for preferred
shares as well as additional credits and contingent liabilities granted to existing debtors within
180 days after the capital injection by the Ministry of Finance.
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In case of capital decrease due to losses from operations resulting from the assets after the
capital injection by the Ministry of Finance, the Bank shall decrease the capital of the ordinary
shares, and subsequently Class A and Class B preferred shares proportionately.

(3.5) Inthe case of liquidation or dissolution of the Bank, priority rights to receive distribution shall be
given the holders of Class B preferred shares, Class A preferred shares, and ordinary shares
respectively.

In the case as of the value of the remaining assets being insufficient for allocation to shareholders
in each class as stated in the previous paragraph, the remaining assets shall be first allocated to
the holders of Class B preferred shares and subsequently to holders of Class A preferred shares
and ordinary shares respectively.

After the asset distribution to the holders of Class B preferred shares, Class A preferred shares,
and ordinary shares respectively under paragraph 1, if there are any remaining assets left, the
holders of Class A and Class B preferred shares are entitled to receive the allocation in the same
proportion as the holders of ordinary shares.

(4) All preferential rights of the preferred shares as stated above shall have a term of 10 (ten) years

commencing from the date on which the Ministry of Finance subscribes for the preferred shares. Upon
the end of the term, all preferential rights shall be immediately terminated. The holders of preferred
shares shall have the same rights as the holders of ordinary shares.

The holders of both classes of preferred shares are entitled to exercise the conversion of the preferred
shares into ordinary shares. The Bank shall proceed according to the regulations and conditions set
forth by applicable laws.

To convert preferred shares into ordinary shares, a holder of the preferred shares must lodge an
application of conversion to the Bank and return the share certificate within the time stipulated by the
Bank.

The holders of preferred shares are entitled to convert their shares into ordinary shares at the ratio of 1:1.
The holders of Class A preferred shares are able to exercise the conversion of Class A preferred shares
into ordinary shares by lodging the applications of conversion together with the share certificates to the
Bank during business hours.

The holders of Class B preferred shares are able to exercise the conversion of Class B preferred shares
into ordinary shares four times a year (once in every quarter). The exercise dates for the conversion of
Class B preferred shares into ordinary shares are February 22, May 22, August 22 and November 22 of
each year. The holders of Class B preferred shares must lodge the applications of conversion together
with the share certificates or securities withdrawal forms to Thailand Securities Depository Company
Limited during business hours within the time stipulated by the Bank.
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As of December 31, 2006, the holders of 112,066,951 Class A preferred shares and 202,339,504 Class
B preferred shares requested to convert preferred shares into ordinary shares. Therefore, the ordinary
shares after conversion are 1,060,526,642 shares, the remaining Class B preferred shares are 529,926,303
shares, while all the remaining Class A preferred shares had already been converted into ordinary

shares.

(c) Non-voting depository receipt (NVDR)

Thai NVDR Co., Ltd. is 99.99% owned by the Stock Exchange of Thailand. The company conducts the
business of issuing non-voting depository receipts (NVOR), which are the securities automatically listed on the Stock
Exchange of Thailand for sales to the investors and reinvestment of the funds in the reference securities which are listed

securities on the Stock Exchange of Thailand.

As of December 29, 2006, Thai NVDR Co., Ltd. issued NVDR that had securities of the Bank as reference
securities totaling 48,249,226 shares or 3.03% of total paid-up shares of the Bank. The NVDR holders are able to receive
financial benefit as if they invested in securities of the Bank, but they do not have the rights to vote in the shareholdersi
meeting, except for voting on the issue of delisting of the Bank from the Stock Exchange of Thailand. Therefore, the more
the Bankis securities are issued as NVDR, the lower the number of voting shares of the Bank will be. In addition, the
number of shares to be issued as NVDR is likely changeable, which is uncontrollable by the Bank. The investors can check
the number of NVDR from the Stock Exchange of Thailandis website at www.set.or.th.

2. Shareholders
List of 10 major shareholders as of December 31, 2006

No. Name Ordinary ~ Class A
shares  preferred
shares

1 Ministry of Finance
2 Thailand Securities Depository

Company Limited for Depositors (Local) 424,759,856
3 Thailand Securities Depository

Company Limited for Depositors (Foreign) 315,629,721

4 Bangkok Bank Public Company Limited 306,264,561
5 Mr. Chatri Sophonpanich 3,921,158
6 Mr. Poolrit Praneeprachachon 2,400,000
7 Mrs. Lewma Po Chu 1,615,000
8

Prasertkit Enterprise Co., Ltd. 950,000

Class B
preferred
shares

- 486,870,543

39,788,043

40,268

Number of Percentage of
shares held - shareholding

486,870,543
464,541,899

315,669,989

- 306,264,561

2,206,019

652,500

6,127,177
2,400,000
2,267,500

950,000

30.61
29.21

19.85
19.26
0.39
0.15
0.14
0.06
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No. Name Ordinary  Class A ClassB  Number of Percentage of
shares preferred  preferred  shares held shareholding

shares shares
9 Bangkok BTMU Limited 693,000 - - 693,000 0.04
10 Mr. Lau Ting Fai 560,000 - - 560,000 0.04
Others 3,733,346 - 368,930 4,102,276 0.26
1,060,526,642 - 529,926,303 1,590,452,945 100.00

Remarks: Thailand Securities Depository Company Limited for Depositors (Local) and Thailand Securities Depository
Company Limited for Depositors (Foreign) hold shares on behalf of investors through the members of Thailand
Securities Depository Company Limited for Depositors under the Securities and Exchange Act B.E. 2535,
Section 225 to Section 228.

3. Dividend payment policy
The Bank suspended the dividend payment for 2006 due to its accumulated losses. Therefore, the Bank has not
determined a dividend payment policy.
ACLS and LACL, the Bankis subsidiaries, also suspended the dividend payment as they incurred losses in 2006.
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|| | |] Other Factors that may have | || ] ||| | ‘ |
Impact on Investment Decision

Legal dispute
The Bank does not have any litigation cases, of which the amount claimed (counter-claimed) is greater than 5%
of the shareholdersi equity.
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Type of business
Address of Head Office

Registration no.

Website

Telephone

Facsimile

Corporate Communication

and Investor Relations Department
Registered capital

Paid-up capital

Par value

Registrar

Auditors

Commercial bank

11-13" Floors, Emporium Tower, 622 Sukhumvit Road,
Khlong Ton, Khlong Toei, Bangkok 10110
0107536000251

www.aclbank.com

66 2663 9999

66 2663 9838

66 2663 9461-64

16,059,495,270 baht (as of December 31, 2006)
15,904,529,450 baht (as of December 31, 2006)

10 bant

Thailand Securities Depository Co., Ltd.

62 The Stock Exchange of Thailand,

Ratchadapisek Road, Khlong Toei, Bangkok 10110
Tel. 66 2229 2800 Fax. 66 2359 1259

15D Call Center Tel. 66 2229 2888

Emst & Young Office Limited

33 Floor, Lake Ratchada Office Complex
193/136-137 Ratchadapisek Road

Khlong Toei, Bangkok 10110

Tel. 66 2664 0777 Fax. 66 2664 0789-90

Mr. Sophon Permsirivallop, CPA Registration No. 3182
Ms. Sumalee Reewarabandith, CPA Registration No. 3970
Ms. Vissuta Jariyathanako, CPA Registration No. 3853




