
Disclosurc Information undcr Basel Il Capital Requirement

As of 3l Dcccmber 2009

L Capital

Li CapitalStructure

l-or tlre year ended December 2009. Kiahakin Bank Public Company Limited ( KK" or "the Bank") s capiral to risk rvcightcd asscrs lvas 16.29%.

dcclincdiioml6.9l%altheendofJunc2009. Meanwhile.lieLlcapitaladcquacyratiostoodatl5.69%. lhe reducrion ofcapiraladcquacy ratio

(BIS |atio) was due to an increase in dsk lveightcd assets ot4.485 million baht consistine of 3,099 million baht increase in credit risk capiral.

andl.lS6millionbahlincreaseinopcrational risk capital. Ilolvever. dre Bank's BIS mtio was mucb higherthan rhe 8.50% required by rhe

Bank ol lhailand rcprcsenting the Bank's shong financialsraius.

Table I Regulatorv Capital compositior.l

Capital Adequacy (lable 2 5)

eapital Adcquacv Assess

Capjtal Fund Calculation adoprcd by the Bank tbr each dsk type are as lbltowsr

' Standardized Approach (SA) lbr Credit Risk and Invesnncnt in Equily

Basrc Indicalor Apprcach (BlA) fbf Operalionat Risk

' No capital lirrd rcquired lbr Market Risk as lhc Bank curcntly lras no tnnsaction on r.a{:ting book

'1 
ab le 2 M in im u$ capital rco u ir emenrs tbr credit lis.Lcli-sstllcd, by typq!!&!!!1sr!!dE!l pprq4llt

1.2

Unir. Baht

Item Decetnber 31.2009 Dec"-mber 31. 2008

Tier I Capital

Issued and paid'up capiLal

Net premium (discount)

Siaiutorv feserves

Reserve appropdated froln tbe net prolit

Cumulative prolit (loss) aftcf appfopriation

Tier 2 Capital

Total Tier 2 crpilal before deductions

Deductions liom Tier 1 capital and Tier 2 capital 50% each

Total regulatory c!pital

Total rcgulalory capital belbre deductions

Deductions tiom total r€gulatory capual

|6,25t,t63,751

5.211.524.660

2.655.779.118

'722.845 .5 7 |

380.000

'7 .641 .234.383

624,863,8 t2

624.863.812

16,882,62',t ,563

16.882.62?.563

11.036,681,69s

5.21r.5 r7.800

8.481.2i1

2.647.294.293

722.845.571

380.000

5.426.162.798

524,041,729

524.04t.729

| 4,49',t ,t 13,36 |

14.560.725 ,424

61.0 t2.063

unit: Babt

V.rirn.rrr . rfi,1l rr qrirerenrs for Lredi. r.,l L lJ$rfied b\ r) pe, oi i.\, r, Jndcr rl c SA approrc Dccember 31.2009 December 3i.2008

1. P€rforming assets

L l Claims on Sovercigns and Central Banks and Multilaicral Developmenr Banks (MDBt

1.2. Claims on Banks. Public Sector Entities (PSEs)that are treared as ctaims on banks and

sccuflres companres

1.3 Claims on Corporate and Entiries (PSES) rbat a|e treated as claims on corporare

1.4 Claims on retail porrfolios

1.5 Residential mortgage exposures

1.6 Oiher assets

2. Non-performing assets

3. First-to-defrult Crcdit dcrivatiy€s Itd: Securithation

2 r9.55 r.208

2.047.795.590

3.6,15.150,242

42.290.759

1.317.401.759

581.950.553

32.604.483

1.483.91I.798

3 .509 .328 .942

.15.643.604

I.385.819.066

76t.603.2.92

Total minimum capital requirements lbr credit risk under the SA apprcach 
1

7.874.140.1I I 7,208.911.185



Table I MiqiLql|t1laaplelEquiremcnl tof market risk iof pa!]ttrclri! ttbc !!adi!gb!qk

Unrl: Bahr

\,1 ria.InLJo.ul reqJr errecr\'or mr'.cr | ,l rrc.Irors In rhc rddingooo!l Decembef 31,2009 December I1.2008

L Calculation b), Standardizcd Approach

2. Calculation by Internal Model Approach

lordl Inrn:murr,ap ril eq.Ir.rn( nr' lbr mdrker risk

+*The bdnk has ko tteading book dctfiities at prcsenl

-lablc4N4inimumcapital 
requirgagLt !b! alcr4tlslaljlsk (8 1SAi AS ]\pplald)

Unrt: Ilaht

\4 nirnum cap rdl requ rcrn(nr ior operdriona. fl," December 31. 2009 Deccmbcf 31.2008

l. Basic Indicator Approlch

2. Standardised Approach

L Altemativc Siandafdised Approach

933j42,436 784,988.916

-lotal 
minimum capital rcquirements for operational dsk 933,342.436 784.988.916

TaULc 5 TqAllaprtal to risk-wcig

Unit:%

Ratio December 31.2009 Decenber I I.2008

l. lotal capual to nsk{eighlcd assets

2. I icr I capital to risk-lveighled assets

t6.29'1.

t5.69'1,

1542%

t4.93%

Ccncral qualitatiye informalion lbr each typ€ ofrisk

2.1 Risk Managcment Process

Risk maragement is the process ol idcntity. measur€. lnonitor and contrcl risk in order to ensure appropriate risk lcvcl olthe Bank. In pracrr!e.

thc risk lranagement departmenl collaborates witb involved party at all levels ol the Bank, liom Board ofDircctors to business unil in order to

jdentil'y cun€nl and lirture possible risk. Risks arc identified accofding to ils source from botb internal and externalofthe Bank. Then. risk

witb possible signitlcant impact to the Bank are selected and measured using rools and melhods.iointly developed by the risk managcmcnt

deparm€nr and business Lnit. Th€ risks are then assessed Nnd comparcd wifi fte limit

'Io €nsure consistent risk mnnagcment process. tlre risk management deparlmeDt is rcsponsiblc fbf monitoring tbe idcnrifi€d risk and repoflrng

each specific and ovcrall fisk inlomalion 10 $e Risk Managemcnt Committee and tlre Management regularly or at lcast every quanef. The risk

managcmenr departmeDt is also ensLrfiDg tbat cvery departnent operates in compliance with the risk managemenr policies. guidelincs and risk

lr|nits. whcn brcach of Policies. guidelines and llmit afisc. risk managenent deparnnent will review rbe busincss plan or take aclron ptan as

approved by rhe Risk Management Committee.

2.2 Structwc and rcsponsibilitics ofdepalments related witb risk managemeni

-l 
he Bank hrs lhe policy to cstablish an appropriate organization struclure to support all lypes ofrisk managemcnt. The Board ofDirectofs

oversees and monitols fisk activities closely tbrougb thc Risk Management Commirce to ensure tha! complete and cffective risk manag€menr rs

nnplcmcnrcd for tbe Bank. and that risk management system is conlinually rcviewed and evaluated for higbef efcctivcness. 'l he Bank also placc

srert emphastz€ on early waming signals and abnonnal Lransactions. 'l he Risk Managemcnt Committee has assigned the risk managemen

depa'I'nent. an independent cntitt froft tlre Manag€ment, lo implenent lhe r isk managcment policies and repor to the Borrd of Dirc ofs

rcgularly so rcvision and rdlusrmcnt are made accordingly. To cnsurc ctlictivc monitoring process. tlre Board ofDirectors may assrsn othcl

cornmittee to closely monitor specilic risk. Such delcgation including aulborization Lo lhe Asset and I-iabilit) Committee lo monitor Inrcrcsl

Ratc Risk, l,iquidity Risk. and Asset and Liability Position.



2.3 Featue and fiamework lbr measuring aDd monitoring risk and reporting system

The Risk Managcment Conmittee has appoinred the risk nranagenrent departmenl to monitor and report each spccific and overall risk. I he

risk mrnagemcnt dcpartmenl is also r€sponsible lbr moDilor any risks significantly impact the Bank's business in rlre luturc to enntrc $ar drc

Bank bas acceptable risk l€v€1. Ifany risk indicator f'alls our oltlre risk limit. the related departmcnts are rcquired to submil dreir acrion plans

wlrich the etTectiveness and elliciency olthc plan will be monitored by !he Risk Management Committee till thc dsk level is back to normal level.

2.4 Risk prcvention or reducrion policics. and monitoring procedures olthe ellectiveness ol such policres

Ihc llank manage risk it encornlers in accordancc with thc guidelines from the Bank of l bailand. Risks are categorized into 5 main types r.c.

strategic nsk. credrt fisk. rnarkct risk. liquidily risk and operatronal risk. fhe Bank set up policy fbr each specilic risk to cnsurc oomplcte and

approprlatc monjtorrng pfocess. Rcpoft ofall risk is prcsented to thc Board ofDirectors every qLrarter. The Bank has fevie\\,ed risk managemenr

policles and tools al least once a year or whcncver there is any change that has significantly lmpacr risk level ofthc Bank.

Sound pnncipal concept is used by lhe Bank 10 manage risk it involves. Tlrey arc Takc Risk. Treat Risk. 'l ransler Risk and Tcrminare Risk

Tlre Bank considcrcd its maior rirk as lbllowsl

Liquidily Risk. The Bank has thc policy to rcduce the Liquidit) Risk and focus on liquidity position. 'the Asset and Liability Committee.

lrssigncd by thc Board ofDircciofs. is rcsponsible fof consistcndy and striclly manrge and keep the net liquidity position at lhe approprrate

level. Tbe Bank manage liquidity risk by targetitrg higb liquidit)' level at all time, adjusting liability maturity to match those ofassets.

expandnrg its deposit base. and dishibtrting the liability maturity period evenly.

' Concennation Risk. l he llank reduces its business concenration risk by ensuring certain level ol business divcrsitication incrcasing busrncss

expertise and nrainlaing high level ofcapital bas€.

Moreover. the Bank rerlizcs the importance ofcurrent isk lrom car hire purchase busincss. rcsidcnrial proiect loans. and investment in loans.

Thc Bank thcn. opt !o nrainlains low levcl ofmarket and liquidity risk by avoiding sophisticatcd busincss transactions suclr as de.ivatives

lbr speculation. business wilh high intcrcst Etc risk. and always nainraining lrigh liquidity level. Iror cfcdit risk wlrich inhefir in rll lcndi,,s

busincss. thc Bank manage the risk b] invest in human capital to increase business expertisc in lending pfocess including cusLomcr s€lcclron

prccess. credit approval. credit scoring developmcnt. appropriate risk adirsred reLurns. and portlblio managemenr Lo bring in closcly

monitofing and possilrle loss rcducrion.

2.5 Guidclinc ibr risk lrmits set up to control ihe risk

Tlre Bank deline risk limit in accordance sith its risk appetite level. The goal is to conlrol overall risk witbin acccptablc lcvel. To closely monilor

andconnollhefisk"ilLinmanageablelevel.tbeBankhassetuprisklimitcoveringexternalandinternalfacLors.whicharcclassifiedinto3levels

- Normal level. represeDrcd !vith gre€n signal. mcans the change ol risk t-actors or risk indicators will have no inpacr or significant cbangc o thc

Brnk businesses

- Warning lcvel. Iepresented with yello$ signal. mcans lhe cbange ofrisk lactors or.isk indicators will make an impacr or significant change ro

tbe Bank business€s. bur in tbc manageable or controllable level. Thc continuous monitoring those risk indicarors is r€quired to conh.or and

reduce rlsk levelofthose risk indicators.

- Over fisk limits level. represented with red signal. m€ans the cbange ofrisk facto$ and risk indicators lvill cause severe impact or signiflcant

cbange ro the Bank businesses. Dcpartments rclatcd to suclr risk indicators are requested to submrt the action plan lo reduce risk level ro drc

RMC and continuously repo.t thc progress offisk management plan lo rhc risk management depa$menl

2.6 lnternal conrrol and audit sysleln

The Bank has set up the int€rnalcontrol system in compliance wl1h Lhe good governance wirh several objcctives including

L Ensurc accu|acy and reliability of fi nanc ial statemen ts

2. [nsurc drc opcEtions in compliance with dre Bank policies. plans. procedurcs idcntificd in accordance *ith laws. and rcgularions

L Ensure assels managemcnt monitoring and efttctive operations ro achieve the Bank'objecrives and goals



There are 5 iffporlant factors as follows;

L Organizatronal aDd Control Environment

Thc Bank placcs grcat impoftance on encouraging the necessily of intemal conlrol to allemployees by rppointing tbe committee to oversee

tlrat the business goals are mearsumble and clearly stated.lhis is to assist ernployees in perforning their duties. The organization struct re

is uell established to suppot dr€ management in eflective busin€ss operations. The Bank lras established a code ofconduct. a code ofbusiness

ethics ro prevent conflict ol'inleresr. and penalties are s€t up for tbose wbo viotion ofsuch code . Additionally. the Bank has assigned the

intcrnal audil departmcnt. which plays an inportant part of intemal controlsystem. assis$ in managing good internal environnent. snd formulates

the policy and guidelines fbr all finrncial transactrons. procurcmcnts. and gcncral business management to be prudent and be able to prevcnt fiaud.

The Bank also has rhe policy lirr human rcsources managemcnt including appropriate recruitment,orientation. trainings and hunan resources

dcvclopmcnt. stich are Lrndef supervision ofthe scniof staffwith check and balance procedures.

2. Risk Managemcnt

Thc Bank adopts fisk management policies and conducts risk asscssmcnis regulady for both internal and exrernal risk lbctors thar may signillcxnlly

impact the Bank's b siness operation. In addilion. the Bank has also set up measurcs to closely tnonilor and reduce sources ofrisk l'acro|s. By

communicatc the measurcs to all €mployees. tb€ Bank crcates awareness throughoul the organization and bas all employees to comply. The lnternal

audit and the conpliance department arc responsible to ensure tbat the operalions are in compliance with the risk managemenr guidelines.

3. ControlActi!ities

Delegalion ol rcsponsibility and approval limits lbf the rnanagement and each commrttee rs clcarly starcd and documented. Segregntjon ofappro!al.

rccoding transactions. information technology access. and docLrrent storage are eslablished lbr the purpose ofcross checking. Caulious mcasurcs

rcgarding transaction wilh major shafcholders. directors. management or related persons. are set up and closly rnonitor to ensurc that the transa!ron

is approved by authorized person specifi€d. The Bank regulafly monitor perlbmance of;ts subsidiaries and atiliared companies and give dirccron

to the rcprescntativcs it appoint as dircclors of nanagement oflhc subsidiaries and afilliate companies. The compliance department is assigned ro

ove$ee tlre Bank operations to ensue compliance with related larvs and regulations. Moreovcr. th€ Invcstigation Committee. compr;sing neutml

department will be appointed. to invcstigatc any misconduct and lind solulion and opcration developmenr to prelent suclr matle$ and to rcduce the

Bdnts Jper:rr.^ndll,l "1d rc J r I're Bank , rep' d.ion.

4. lntbnnation and ConnNnication

Inlbmatlon technology system has been developed to support the organizational inibnnation managcment and internal coffmunication. Thc goal

is to be able to make decision on a timely manner. Thc inforrnation is completely stored and classified in groups lbr easy undefstanding. Tlre Bank

also Provides knowlcdge development on the Bank's intranet for allemployees 1(] access and utilize ro increase lheir work efficiency and ro oc!c,op

develop tbelr business expertise In order to be able to give advices to cusiomers. business partners. credirors. and related parrics lbr the higlresl

benefits in accordance wiih the Bank's !ision aro rnrssron.

5. Monxoring and Evalualion

'l he Bank s policy. prccedures. and tools establisbed to suppo the Bank's managernent and conmittees lo monitof the Bank's opemtions. €fficrcncy

development. and perfomance evaluation based on balance score card and key perlbrmance indicator to ensure that the perfonnance and efficiency of

intemal connol afe continually deployed and developcd on timc to rcspond to the changing envifonment. and any shortcoming is solved immcdlat€ly.

'Ihe perlbnnance and operational rcsults compared witlr the Bank's business plan is repofed on quart€rly and nonthly basis depending on lhe

signiilcance levcl. impact. and damages in ofder to evaluate and review business guidelines, procedures. and efficiency ot risk managcment slsrem

m compliance with the Bank ol lbailand s 5 tlpes ofrisk. Thc internal audirs deparrment. compliance depar hnent, as well as exlernat auditor. refre\\

perfbrnance rcports. nreeting minutcs. Ioss report, cotnplaints. and self-assessmenl reporl as source of infbrmation. The Board ofDircctors evaluares

the intcmal contrcl system on a yearly basis to €nsure an appropriaie intemal contrcl system in ordcr to acbieve the Bank's goal.



S.Informrtion of€ach type ofrisk including qualitative and quantitative information

L l Credjr risk inlbnnalion is classified into 3 topics as lbllows

Topic I : CrcditfiskExposure(1able6- l4)

L I Credit risk policy

Definition

Credit risk is defined as the possibility olan obligofs lailure to meer the terms of any contract wrth $e Bank as agreed or by defaulting on a loan

agrecmenl and nray cause any damages to drc Bank's incomc and capital.

Credit risk

Ihe Bank con{rolcredit risk on al1 rypes ol-asset lbllowing the overall fisk controlneasures ro be within the acceptable .isk level. Risk management

policics and guidelines is adjusted in accordance wilh business plan and can be modilled in timely mannef \\4ren business environmenl changes.

l he Bank lbrmulates the strategrc plan fbr all typcs oi loan to achieve acc€ptable risk-adiusted rctum. Thc snategic plan serves as a liamework lor

credil approval and guidelines lbr per lbnnancc monitofing. Thc Bank also dcllnes tbe operations plan covering liom customercredit \LrecnrnB

proccss to cont.olling cred;t qurlrty alier credit und€Nrite. Credit risk tools. procedures. and repofiing are develop€d lvbile risk is controlled aI the

acceprable risk level. The risk limit. lvbich control eacb risk type. is set up in accordance with tbc credit policy ofeach bosiness unit covefins all

main topics i.e. b siness growth. credit quality. profltability and credil concentratron.

1.2 Definition ofcredit d€t-ault and asset impairment

Asset ciassificalions in tlre risk managenent policy is delined according 1o lhe Nolification olthe Bank ofThailand No. SoNorsor. I1/2551 rcgarding

Asset Classification and Allowance ofFinancial lnstitutions. dated 3 October 2008. Thc Bank, by tbe operalions department. classify rssets based oi

ihe Bank s polic)r ofasset classillcation of d:bt restructuring. and reporrs to tlre Exec tive Board at least once every quarter. l or co rporate customers.

rhe business unit also apply qualitative criteria as specified in the Bank s policy in order to classity €ach loan and fepoft to tlrc Risk Managcmcnt

Commrtiee ior appronl. l lren thc Intbrnatron rs then submrttcd to thc operalron depa ment to reclassily and ser asrde prc!isron accordrngl).

I'or retail customers. ifany event that has systenalically inpacl on abilily lo repay debts olany customer groLrp. rhe business unit is responsible

fbr rcclassification olassets based on the Bank's criteria on qualily ofassets and repoted to tlre Risk Managemenl Committee for appfoval. Tlren lire

infoination is submitted to the operarions deparrment ro reclassill/ and set aside provision accofdingly.

Li Statistical approach to calculat

t he Bank dellnes provrsion policy in compliance wirh the NotiUcation ollhe Bank ofThailand No SorNorsof. I l/255 I rcgarding Assct Classillcatio.

and Allowance oflrinancial lnstiLutions. datcd 3 October 2008. I he Bank also places great enpbrsize on drc strcng asset quality by seuing trp thc

policy to retain highcr loan loss fes€rve to non-perfoming loans (LLR/NI,L) rhan tbe Bank ofThailand's rcquirement and in line wilh thc average

covemge ratio ol banking industry (as of30 Octobcr 2008. th€ average LLIVNPL ol'Thai banking industry- was 70%) wbich the Bank achicved such

le!el on I I Decembcr 2009. Plovisioning expense is calculated based on asset classillcation. For assets classificd as Nolmal and Special Menrron d,e

pfovisioncd l% and 2% oftotal loans net collatefal rcspectively. whilc asscts classificd as Sub-Standard. Doubtful. and Doubtful'to-Loss arc provisioncd

100% fort rhc di$arence berween rhe oulstanding Ioans and prcsent vahre ofexpected cash received liom customers or present vaiuc ofexpected caslr

received from sales ofcollaterals as rcquircd by the Bank of l hailand' regulations. ,\ssets classificd as l-oss arc written olll

Thc Bank also calculatcs provision lbllowing the collective app.oach based on actual losscs in the prst, \\,hich is calculated from probability ol dclault

and perc€ntaec ol loss givcn def-ault.
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Counrry orEcoeraphic dD ofdcbtot

2. As Pacific {exdtrdeThajldDd)

3. Noin Ancrica Md ldtin America

t5,0t8,214,158 709,810,857 9.340.153.315 1.6,14.176,1l9 8,096,1?6,100

16,505,657,6r9 9,340,353.315

Countryor gFgraphic ma ofdebtor

2 Asia Pacifrc (cxcludc Ihailnd)

I Nonn Amficd dd Lxrin Amcica

93.646,922,652 95,312,162,t0t 2,115,211,29t 2,982,141.145 35.\\2.126

98.616,922,652 95,332,362.101 2,\15,21!,291 55.3t2,?26

lIn.ludingaccdcdi.tcrs6ed.cto|dcfciicdrvcnts.d|owanccs|ordoUbtfulamoUnl5dd'cvdlUationa|lowmcfordcblmslruclurincandinc|Udcinlclbd*mdmo.cynUkclcm

2/ ErclMin! dccncd ihtd6E Md ncr ofrdaluation dlowdce for equides ud itopaidentillowdces iorcquities.

l/Bcforc muhiplyinA by CCF.



EE€.a=.a€9;z9?.9
?.=

':E.:!-a

E

cI 
.t 

..! 
6- 

o- 
"1

;,'!EE

..! 
-- 

.L 
rr 

a,

E

;b'=

9ah
ri 

-_

aa

€
t!

^1;

3 
A

- 
4 

::
-:ao:n
rE

-'€49:
-99-Jn9
E

 -, n : 
i 

=
 ? 

z
a 

i 
Z

 =
 

e.Z
C

 
Z

E
 i.; 

a 
s ; 

s, €
xzz.3<

o:
o---

aa:!li.!E=



E;E2:

c

p

yag

c
;-i

o

:

a>

e-

!6P
=

6e=

;6<

|<
z<

s)
- 

^i 
-i 

+
 

-;
F

-i5d

E
'E

5

gaJ

Fa

:

oZ

2

Etl-p

::0F
:

;i<

F
<

Z
<

|l,]
F



'r3blq!o Prcvhions (dividcd into lcncml orov,sioit and.lncqiic-apvjslons) and charc bJ_rp!!.n!-r olssog,lpllc ,Iea

hcludc prclisions a.d cha|gc-offs rorloans and accrucd intcrcsr rcccivabls ofintc$mk dnd noney market iten

Couity or geos'nphic arca oldcbior

Lod and accBcd ioteEst receilables

2 Asir P&ific{cxcludc lhailand)

LNo America and LalinAnc'icr

4 Anica oDd Middlc Ea$

1,809,820.117 609.818.188 480,255,761

t,309,820ll7 609,818,t88 480,2S1,7,1

cotrtrtry orgcoehphlc arca ord.bto
LoM aDd 0ccrued inlerestreccivables

2 Asia Paclnc (cxcludc Thailand)

I Nonh Amerie dnd htir Amcrica

.l Aflo dndMiddLcE6t

695.048.212 16,00!

1,121,,r46.7i0 695,043.212 36,001
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Topic 2 : Credit risk exposure based on the method used lor calculate risk weighted assets (Table 15)

1.4 List ofcredit rating agencies and country risk classification ofOECD used as reference to define risk weight ofthe Bank'assctroan lypcs

The Bank's customer group and rating relerence

The Bank use credit rating ofMoody's Investor Service to define risk weight ofthe govemment, financial institutional, and Intemational

Development Bank which do not classitied as zero risk weight. For corporate sector, the B ank employs I 0O% risk weight factor without

taking credit rating froD extemal agcDcy irlto consideration since most ofthe Bank's portfolio are small to medium enteryrises, who have

no mting by such rating agencies.

L5 Intemal process used in assign mting ftom extemal credit assessment institutional rating

At the cnd ofevery qualler, the treasury department downloads the latest credit rating infonnation from Moody's Irvestors Servicc

(http://v3.moodys.convlogin.aspx) and submits to the opemtions departmert to define risk weighted under the Basel I[. The operations

departmeDt reports to the dsk marageme[t departmenl for review at least once a year.
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3.2 Disclosure inlonnation ofmarkel risk

Topic 4 : lnlonnation ofnarket risk (Table l7)

CurreDtly, there is no transaclion ofrrading book ofthc Ilank.

Tablc I7 N4inimum capital reqli&lugustbr gaqh trpc alllurkgllisLunder the Slandadized Aplro4qh lSiallilg adyL

Unit: Baht

3.3 Inlbmration of operational risk

Topic 5 : Informatioo ofoperational risk

l.l.l Ceneral qualitative intbrmation of opcrational risk

De linir i(,n

opcrational risk is risk of losses fionr the f-ailurc or inadequacy ofirternal process, staffand management, or thc failure caused by exlenral fackr's.

Operationalrisk

The Bank realizes the importance ofoperational risk managcment and enphasize on the following issucs.

- intemal opcrations syslem is developcd by the special unit together with a consulting company 10 study/analyze and dcvelop working

procedure lo increase efficieDcy olthe Bank's opemtion.

- Ilisk cortrolling aDd moDiloring plan. a prooess continuing liom Risk informatioo management (Risk idcntification and asscssnrcn!)

contribuled liom every dcpartrncnt to rcsolve and prevent causes ofRisk and ensure that such Risk will not ocour again in the fulure.

'Operational risk managemert is continuoLrs communicaled to all cmployccs to crcate isk awareness olany potenlial operational risk

- Risk ofnew products and processes are cvaluated to eDsure appropriate business operations and dsk control bcfore launching

- Busiress coDtinuity nlanagement. Ihe Bank deviscs business continuity managemeni policy and plan to ensure that ilany emergency casu

occuned, the Bank is slill able to opemle core busincss transaclions contiluously or retum 10 normal operatioD in time. In addilion. such

plan is tcstcd and reviewed peiodically to ensurc its effectiveness when implemented

3-3.2 Method used to calculate risk weight asscts ofoperational risk

l'hc Bank adopt Basic IDdicator Approach (BIA) lor calculation ofopcrational risk weight asse(s.

Minimum rcquired capilal base ibr opcrational risk is calculatcd by i5%*gross income ofthe Bank, and

- Oper alional risk wcighted assets is I 2.5 tines o f (he m iD imunr rcquired capital bas e fbr operational risk calculatcd abovc

3.,1 Disclosurc infonnation of equity iDvcstment

Topic 6 : lnfbnnation ofcquily investment on ballking book (Tablc l8)

3.4.1 Ceneral hformation ofequit], inveshnent risk on banki'tg book

Ir the Bank's invsstmcnt portfolio. only a minimal porlion represents equity invcstmcnt in banking book. thereforc there is not significant risk.

Minimum capital req irement lbr markct risk under the Standardized Approach Dcccmber I1,2009 December I1. 2008

lntcrest fttc risk

Lquily position risk

lorcign exchange rate risk

Commodity risk

Total nlinimulll capital requirenent



Ilowever, the Bank recognizes an importance ofrisk managernenl and develops an appropriate risk management system f'or the irvestnenl. l'h{r

details is clearly stated lbr person in charge covering impoftant procedures sucb as crilcria for equity selcction, risk Iimitation developmeDt.

pcfomrancc monitodng and rcporting 1() the hveslment Conmittcc for consideration conlinuously.

3.4.2 Explanatiop ofthe difterence bctwecn equity irvestment risk tbr trading and fof other purposes such as lo

with clicnts or for the Bank's slrategy elc-

'fhc llank has sctup the risk managcmcn! policy lbr equity invcstmcnt whosc main purpose is to seek profit and renrm on inveshrenl. Requirenrcnl

in thc policy includc strategic illvestlnenl plan and possible losses protection measures. l'he lnvestmcnt Connillce is assigncd 1o approvc

1inancia1iDves1nenttmlseDlploycd1brfiskmanagcmcntofinvcstmcntport|olio'MorcoVer,t

with inlenlioll to birg in busiDcss slability and to support the Bank' services.

1.4.3 Imponanl oolicv for lb

Thc BaDk defines the fair value cstimation guidclinc fbr equity inveshent 1() be in IiDe with the accouDtiDg slandards as follows;

- I_bc fair value ofmarketable equily securities is based on the latest bid price quolcd by thc Stock Exchange of Thailand

- 'lhe t'air value ofunit lrust is based oD the net assel valuir quotcd by thc assct managemenl companies acled as a lilnd manager ofsuch Drulual lund

Non marketable equily securities and not subsidiaries are classified as general securities, and the value is stated at cost Det ofimpainneni

lnveshlents in subsidiary company rvhich present iD the BaDk only finarcial statenenls arc detcrmincd at cosl nel ofallowancc for impairmcnt

TheBankconductsimpairmentteStingfbrinVcs|nentsilanyindica1ioneXists'IfbookvalucofinvcstmenlSislri8hert

anrount, inrpairmcnt losscs arc recognized in tbe income statement,

'l ablc 18 Equiry exposurcs in thc banking book

3.5. Disclosure inlbnnation ofinlcrest ratc Jisk on banking book

Topic 7 : Inlbrmation ofi eresl rate isk on banking book (Table 19.)

3.5.1 Gcncral qualitv infonnaiion tbr intcrest ratc risk on banking book

Definition

Urit r Baht

Equity exposures Decenber 31,2009 Dcccmbcr 31,2008

L Equily exposures

l.l hquilics listed and publicly r?dcd in tlrc Stock Exchange

- Cost

- MarkeI value

1.2 Olher equilies

2. cnins (losses) ofsalc ofcquities in lhlr reporling period

3. {lnrealized gain het) on revalualion o f availablc-fbr-s ale equity securities

4. Unrcalizcd Ioss (nct) on revaluation ofavailablc-for-salcs equity securities

5. Minimum capital reqlrirenents for equity cxposurss classifled by the calculation mcthods

- SA approach

- IRB approach

6. Lquity valucs fbr using the IRB approach which the Bank olThailand allows to use the SA approach

404.637,060.0(

494 ,267 ,318 .0C

6.980. rE5.283.0C

4s,3s4,991.0C

100,396,618.0c

1.231,730.0C

669 ,7 22 ,622 .89

I6s,804,805.01

r r5.295.565.0C

7.391.211,035.0C

,4,478,644 00

,1r.067 0c

61,053,130.0c

652.146,639.43



Interest rate risk is negative impact on income or capital from the movement of interest rates ofassets. liabilities. and off-balance shect itcms, lvhich

is sensiti\'e to irterest rates, reflecting in lower ne1 interest income. trading book market value. and other interest rate related incomc and cxpcnscs.

Interest rate risk

'l'hc Bank has developcd thc elfeclive and adequate interest rate rjsk managcmcnl system in banking book to conlrol risk thal lhe BaDk laces. Inlerest

ralc risk inherit dircctly in the Bank's lending blrsiness. Most ofthe Bank's loan portfolio has a long term fixed interest rate. Meanwhilc, the sourcc

ofdcposil arld borrowirgs are shon term fixcd inlerest rale or Iloalirg rate. Thcrefbre, thc Bank has put cflective interest l"te risk control systcm

in place and eslablished appropriate risk neasurement through risk assessmell tools covering earning and ccononic value perspective. Repricing

gap and economic value ofequi!y modcl are used 10 calculated such risk rcspectively.

3.5.2 Exllanation ofinteresl rale risk characters on dre bapking book

Inlerest rale is a rrarkel risk factor direclly impacl the Bank's financial slatus and operating performanca. l_he Bank applics risk managcment tools

in eva luating impact on y ield and cost of fund of assets, liab ilities, and off:balance items i nvolvirg di fferent interest rate. I f interes t rale is es I %, thc

Bank's net interest incoDre will declinc 1,18.53 million baht or 2.640% ofnet inlerest income fbr the year 2009.

3.5.1 IInpllt4llla$urpttialsri!1Iisk tssrrssnent such as loan earl], rcpaymcni. non-naturitv deposits behaviors

The Bank assesses inlerest rate risk rcBularly and defiDes assumption oD loan early rcpaymenl and non-malurily deposits bchaviors to tcsl

stimulation ofinterest rate risk assessment.

3.5.4 Frcquency ofinterest rate risk on banking book assessment

l'hc Bank is aware ot'interest rale risk on banking book. which is always changing; therefore risk asscssment and reporting to the maratse(rcrrr

are required at lcast oncc a lnonth.

Table 19 Thc effict ofchanges in intcrcs! rales to camipgs ([et) bv upward shift 100 bps p

Unit:Baht

Currency

Dccenlbcr 31,2009 Decenlber 3l,2008

The effect to

eamrDgs InclJ

The cflcct to eamings

(net)

I. THB

2. USD

3. EURO

Olhers

-t48,526,85r '23,440,97 a

TotalEffect I48,526,854 -23 .440 ,9',7 5


