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Unit: Million Baht
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1. Agriculture, fishery and forestry 1,675 0.73

2. Mining and quarrying  953 0.42

3. Manufacturing 41,642 18.13

4. Construction 3,820 1.66

5. Wholesale and retail trade 25,769 11.22

6. Import 3,935 1.71

7. Export 3,266 1.42

8. Banking and finance 24,102 10.50

9. Real estate 23,110          10.06

10. Public utilities              40,378          17.58

11. Services              30,923          13.47

12. Personal consumption              30,072          13.10

Total          229,645      100.00

Business sectors Amount Percentage

Non-Performing Loans

Non-Performing Loans (NPLs) are defined by the Bank of Thailand as sub-standard, doubtful and doubtful of loss.   At the end of 2005, the Bank

had a NPLs portfolio totaling Baht 7,645 million, a decrease of Baht 3,343 million from 2004.

Unit:  Million Baht

Sub-standard 2,503

Doubtful 3,354

Doubtful of Loss 1,788

Total          7,645

NPLs Principal
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Unit:  Million Baht

Loan Classification and Provision for Doubtful Debts

As at 31 December 2005, the Bank had classified debtors in specific accounts which included loans, accrued interest receivables and reserve

for doubtful loans as follows:

Provision for doubtful debts as required by the Bank of Thailand was Baht 3,689 million; the amount suggested by the Bank of Thailand

included provision for doubtful loans and doubtful of loss totaling Baht 570 million.  The Bank had provided a provision for loan loss of Baht 7,264

million, being Baht 3,575 million or 96.91% higher than Bank of Thailand’s requirement. In its opinion, this reserve would absorb any possible losses

from debtors who may not be able to comply with loan restructuring conditions, and reduce any adverse material impact on the Bank’s future

financial position.

Investment in Securities

The Bank’s policies on investment in securities are as follows:

Equities: The Bank has formulated clear objectives for investments in equities, specified guidelines for equity selection to diversify its

investments, and required cut loss limits to reduce risks of price fluctuation in proprietary trading.

Bonds: The Bank invests only in government bonds and bonds guaranteed by Ministry of Finance.

Debt Instruments: The Bank invests only in debentures or other debt instruments of investment grades, i.e. BBB rating or better, with clear

guidelines as to holding periods and cut loss limits in case of proprietary trading.

Pass 285,255 82,246 1    812 -

Special Mention     6,092   1,349 2     25 -

Sub-standard     2,507      159 20      32 -

Doubtful     3,375    2,200 50 1,670 -

Doubtful of Loss     1,794    1,148 100 1,150 -

Total 299,023  87,102 - 3,689 7,264

Classified Debtors Obligation before Obligation after Minimum  rate Provision amount Provision amount

deducting deducting of loan loss required by BoT provided

collateral value collateral value provisioning by the Bank

required by BoT
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As at 31 December 2005, investments in securities were as follows:

Total return on investment in 2005 was Baht 4,627 million, an increase of Baht  29 million when compared to year 2004’s return on investment

of Baht 4,598 million, due to increase of investments in securities.  The Bank reserved an allowance for revaluation of investments in full compliance

with Thai Accounting Standard (TAS) No. 40.

Liquidity

Cashflow Statement showed a net cash investment of Baht 15,128 million, including long-term investments of Baht 14,210 million.  Net cash

received from operations amounted to Baht 16,986 million, representing a decrease in lending of Baht 37,243 million, due to the payment of

Sukhumvit AMC note of Baht 55,080  and profit from operation of Baht 6,889 million.  Cash used in funding operations amounted to Baht 2,928

million, of which Baht 2,958 million being dividend payment for the 2004 second-half profit in April 2005 and interim dividend payment for the 2005

first-half profit in September 2005.

At the end of 2005, the Bank and its subsidiaries maintained liquidity asset ratio as required by the Bank of Thailand.

Unit: Million Baht

1. Short-term investment 24,767 23.17

1.1 Securities held for trading     433   0.41

1.2 Hold-to-maturity debt securities 17,725 16.58

1.3 Available-for-sale securities   6,609 6.18

2. Long-term Investment 81,972                76.67

2.1 Available-for-sale securities 19,954                   18.66

Government & state enterprise securities   9,716 9.09

Overseas debt securities   1,223 1.14

Private sector debt securities   1,315 1.23

Other debt securities   7,700 7.20

2.2 Hold-to-maturity debt securities  56,942                   53.26

2.3 General investments    5,076 4.75

3. Investment in subsidiaries and associated companies     168 0.16

Total investment in securities         106,907              100.00

Minus Allowance for revaluation of investment    (665)

Total net investment in securities         106,242

Types of Securities Cost/Amortized Value Percentage
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Sources of Funds (The Bank only)

Proper Capital Structure

Important source of funds is deposits, at 94.36% of funding.  Debt to equity ratio in 2005 was 11.75, a decrease from 13.29 in 2004, due to

addition of 2005 profit to shareholders’ equities in the amount of Baht 6,265 million.

Shareholders’ Equities

Shareholders’ equities at end of 2005 were Baht 35,640 million, an increase of Baht 2,603 million from the year 2004 of Baht 33,037

million, due to profit of Baht 6,265 million.  The Bank paid dividends totaling Baht 2,958 million and unrealized gain on investment declined by Baht 540

million.

Liabilities

As at 31 December 2005,  the Bank had a total of Baht 416,186 million in liabilities, a decrease of Baht 22,601 million or 5.15%, due to a

decrease in securities sold under repurchase agreements of Baht 15,000 million.  Total liabilities in Baht and foreign currencies at end of 2005 were as

follows:

Baht Currency   A total of Baht 414,360 million, 99.56% of total liabilities, consists of:

• Deposits 382,003 Million Baht

• Interbank and money market items 17,977 Million Baht

• Securities sold under repurchase agreements 3,000 Million Baht

• Borrowings 187 Million Baht

• Liability payable on demand 738 Million Baht

• Bank’s liability under acceptances 158 Million Baht

• Other liabilities 2,460 Million Baht

• Interests payable 1,174 Million Baht

• Discrepancy from transfer of assets from Bangkok Metropolitan Bank     6,663 Million Baht

Foreign Currencies  A total of Baht 1,826 million, or 0.44% of total liabilities, consists of:

• Deposits 162 Million Baht

• Interbank and money market items 1,664 Million Baht

Deposits in US dollars accounted for 90.74% of total foreign currency deposits while deposits in other currencies accounted for only 9.26%.

Interbank and money market items in US dollars accounted for 98.74 %.

The Bank’s liabilities in foreign currencies accounted for only 0.44% of total liabilities.  Thus, fluctuation of the currency exchange rates would

have negligible impact on the Bank’s financial position.
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Relationship between Sources and Uses of Funds

The Bank’s source and use of funds structure for 2005 revealed that loans accounted for 69.62% usage of funds, followed by investments in

securities at 24.81%.  The remainder was securities purchased under resale agreements, and interbank and money market items.  Major source of

funds came from deposits, at 94.36% of total source of funds, followed by interbank and money market items, and securities sold under repurchase

agreements, at 4.85 and 0.74% respectively.

In 2005, the Bank’s overall loans to deposits ratio of 77.74%.

Unit:  Million Baht

Uses of Funds

Interbank and money market items   14,971  3.51   2,199 0.50

Securities purchased under resale agreements     8,800  2.06 17,600 3.97

Investments in securities 105,858            24.81 89,804            20.25

Lending 297,078            69.62        333,737            75.28

Total Uses of Funds 426,707        100.00       443,340        100.00

Sources of Funds

Deposits 382,165            94.36        385,470            90.05

Interbank and money market items  19,641 4.85 24,501 5.72

Securities sold under repurchase agreement    3,000 0.74 18,000 4.21

Borrowing 187              0.05      107 0.02

Total Sources of Funds     404,993        100.00 428,078        100.00

The Bank only

2005 Percentage 2004 Percentage
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Maturity Structure of Sources and Uses of Funds

Maturity structure of the Bank’s source and use of funds disclosed that more than 1 year use of funds amounted to Baht 233,415 million or

54.70% of total use of funds, while more than 1 year source of funds amounted to only Baht 39,993 million or 9.87% of total source of funds.  Such

mismatch in source and use of funds arises from disparity between maturity structures of loans and deposits, prevalent among Thai commercial banks

where short-term funds are raised for long-term lending or investments.  However, since most deposits in the Bank are renewed upon maturity the

Bank has an uninterrupted source of funding for its lending activities.

Unit:  Million Baht

Uses of Funds

Interbank and money market items 13,025 1,946 14,971

Securities purchased under resale agreements 8,800 -   8,800

Investments in securities 23,552  82,306                 105,858

Lending 147,915           149,163                 297,078

Total Uses of Funds         193,292 233,415              426,707

Percentage 45.30    54.70 100.00

Sources of Funds

Deposits 342,312             39,853                 382,165

Interbank and money market items             19,588        53                   19,641

Securities sold under repurchase agreement  3,000 -   3,000

Borrowing 100        87      187

Total Sources of Funds 365,000 39,993              404,993

Percentage 90.13    9.87               100.00

The Bank only

Less than 1 year More than 1 year Total
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Amount Percentage

Relationship between Financial Costs and Returns

Deposit structure of the Bank, in which short-term deposits were larger than long-term deposits at 89.57% against 10.43%, is also a structure

normally found among Thai commercial banks.   Since short-term deposits carry lower interest rates than long-term deposits and short-term deposits

tend to be renewed upon maturity, short maturity of deposits gives the Bank flexibility in managing its costs.   On the other hand, since 84.60% of loans

carried floating interest rates, the Bank was able to manage its return in response to any changes in costs.

The most significant cost was the average cost of deposits at 1.49% while loans carried minimum lending rate (MLR) on December 2005

earning 6.75%.   However, since promissory notes from Sukhumvit Asset Management Co. Ltd. (AMC notes) accounted for 22.76% of total loans, it

carries a yield of only 1.87%, total yield of loan portfolio was down to 4.22%.  Thus, the Bank earned a net spread of 2.73%.

Capital Expenditure

During 2005, the Bank continued its plan to invest in and improve its IT systems to increase efficiency and support the increase in business

volume.  These systems were CRM Phase II, Credit Card Silverlake Phase I, Image Cheque, Loan Multi-Currency and Fixed Asset, and computer

back-up system to prepare for any emergency.  In addition, an additional 303 ATM machines were installed and internet banking was further

expanded.

As for investments in land and buildings, the Bank made only necessary and important investments by opening 20 new branches.  Ten of

these branches are modern branches located in office buildings and department stores and ten in local communities.  Other branches underwent

renovation to modernize their appearance.

Unit:  Million Baht

Loans classified by interest types

Loans with fixed interest rates   45,750 15.40

Loans with floating interest rates 251,328 84.60

Total Loans 297,078          100.00

Deposits classified by maturity

Short-term deposits 342,312 89.57

Long-term deposits (>12 months)   39,853 10.43

Total Deposits 382,165          100.00

The Bank only
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In 2006, the Bank will continue to invest in the installation of more ATMs, and electronic machines, such as passbook update machine, and cash

deposit machine.  The Bank plans to open 24 new branches, establish a customer call center, prepare its information base for Basel II requirements and

improve the efficiency of its IT systems to satisfy customer needs. These projects have been budgeted at Baht 800 million.

Important Financial Ratios

Financial ratios as at 3l December (Consolidated)

Unit : Percent

Profitability Ratios

Gross profit 67.18 67.32 55.38

Net profit 27.73 30.28 15.53

Return on Equity 18.24 19.39 10.75

Loan yield 4.15 3.38 3.74

Cost of deposit 1.58 1.38 1.95

Spread 2.57 2.00 1.79

Return on investment 5.53 6.50 7.95

Efficiency Ratios

Net interest income to assets 1.56 1.16 0.78

Return on assets 1.35 1.35 0.76

Assets turnover (times) 4.88 4.46 4.89

Financial Ratios

Debt to equity (times) 11.75 13.29 13.40

Loans to borrowings 77.60 86.59 79.04

Loans to deposits 77.78 86.85 79.29

Deposit to total liabilities 91.27 87.52 92.97

Dividend payout 45.30 (1) 46.46 43.65

Capital to risk assets (2) 11.92 11.27 11.59

Asset Quality Ratios (3)

Provision to total loans 4.05 4.98 7.53

Loan loss to total loans 0.11 0.23 2.48

NPLs to total loans 3.32 5.18 5.60

Accrued interest receivables to total loans 0.45 0.44 0.58

2005 2004 2003

(1) The Bank announced an interim dividend on profit from operations for the first half of 2005.

(2) Computed from Bank’s financial statement only.

(3) Computed from loan operations, exclusive of AMC Notes and interest receivables from Sukhumvit Asset Management.



Characteristics
of Business Operations

Historical

Siam City Bank (PCL) was registered with an initial paid-up capital of Baht 1 million on May 8, 1941 and

opened its door for business on May 24, 1941.  It now provides universal banking services to business sectors and

the general public through its nation-wide branch network.

Important Changes during the Past Year

Marketing To provide convenience to customers and to promote business expansion, the Bank increased

its distribution channels by opening 20 new branches.  Ten of these branches are located in various communities.

The other ten “Modern Branches” are located in office buildings and shopping centers.  At these “Modern Branches”

the customers can process transactions by themselves using the banking machines provided, and can also get advice

and information from staff on various products and services.  The Bank developed payment systems on its ATM

systems and installed additional 303 ATM machines. By the end of 2005, the Bank had 387 branches and 1,210 ATM

machines.  To increase customers’ convenience, the Bank implemented internet banking services in the form of SCIB

d-Banking for business customers and SCIB i-Net for retail customers.  On the sales and marketing side, the Bank

has taken a proactive marketing strategy through its branch network by pooling customer data, information

systems, and work procedures from its affiliated companies to support cross selling.  The Bank has also organized

several promotion activities and commissioned a production of television commercials to project an image of a

universal bank offering a full range of financial products and services.  The “Magic” and “Angel” commercials that

were produced, features respectively tiny business loans and deposits with accident insurance.

Products The Bank has developed a wide variety of products to satisfy the needs of various customer

groups.  Products offered by the Bank which were developed jointly with its subsidiaries are deposit with accident

insurance,  ATM cards that can be used as student ID cards (SCIB U Card) or cooperative member ID cards (SCIB

CO-OP), SCIB Mortgage Wish, SCIB Personal Wish, SCIB VIP Credit, life insurance for tiny business customers

(SCIB S Care), housing loan customers, and personal loan customers (SCIB Personal Care), automatic deposit of

dividends (SCIB e-dividend), checks for dividend payments, automatic deposits and payments for securities trading

(SCIB I Plus).  Counter payment and direct debit/direct credit services were also provided to customers of several

companies and organizations, such as Thai Telephone & Telecommunication (PCL), True Internet Co., Ltd.  True

Move Co., Ltd.  Dhiphaya Insurance (PCL), Singer Thailand Co., Ltd. CP Foods (PCL), Revenue Department and

Treasury Department.  The Bank also sold 10 additional mutual funds managed by Siam City Asset Management

Co., Ltd. and 4 additional policies issued by Max Life Assurance Co., Ltd.
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Personnel  The Bank has always recognized the importance of employees’ contribution to its success and has implemented a policy to

improve employees’ skills and capability by drawing up a training roadmap that specifies the required knowledge, skills and competency for each job

position.  The roadmap would facilitate precise and efficient training programs and knowledge acquisition for employees at all levels.  A consultant was

hired to facilitate improvements human resource management.  The first phase of improvement would be to revise compensation and fringe benefits

structures to increase employee motivation.  At the end of December 2005, the Bank’s employees numbered 6,650.

Structure and Processes To strengthen competitive capability and to raise service standards, the Bank reorganized its structure to meet

changing business demands.  To provide greater convenience and faster service, service delivery systems such as automatic fund transfers, deposit

accounts opening, ATM cards, and payroll system, were upgraded.  To improve risk management, the credit rating model for customer loans was

revised.  Loan portfolio was analyzed and adjusted to meet the changing credit requirements and credit card portfolio was revised according to the

demographic profile and changing environmental and economic conditions.  Last but not least is the Bank’s adherence to prudent management in

accordance with good corporate governance policy.

Information Technology In addition to investment in IT systems to support business growth, such as new credit card systems, cash

management system, image check system, loan multi-currency system and domestic remittance system to support business growth, the Bank also

developed various IT systems to reduce costs and increase efficiency, such as products and customers profitability measurement system, customer

relationship management system, assets liabilities management system, and watch list system.  A computer back-up system was also developed to

prepare for any emergency.

Social Activities As a responsible corporate entity, the Bank made social contribution by sponsoring various cultural projects and public

charitable activities.

“Siam City Preserves Thai Uniqueness” project consisted of two activities targeted at young participants.  One activity was “Read

and Listen Competition”, which was aimed at developing Thai youth’s ability to pronounce Thai words clearly and correctly; the second,  “Thai

Manners Competition”, aimed at raising an awareness of the value of Thai graceful and gentle manners.  Both programs were honored by Her Royal

Highness the Crown Princess, who graciously awarded trophies to the winners.  Winners also received cash prizes totaling Baht 455,000.  The Bank

also produced VCD’s on “Demonstration of Thai Manners,” and “Read and Listen Thai Words” for distribution to educational institutions in

Thailand.

Television documentary “Thai Marks” was aired every Monday, Tuesday and Wednesday at 20.15 hours on Modern 9 TV.  This program

traces the Thai ways of living from past to present in Thai culture and arts, values and beliefs and other interesting Thai professions.  Stories of

particular interest were about Thai indigenous skills that were passed locally from generation to generation, such as skills in weaving Thai silk, Thai

cotton, and the adaptation of Thai clothes in various types of products for export which would gain international recognition.

Red Cross Fair Booth The Bank recognizes the Thai Red Cross Society’s important role in raising funds to help alleviate hardship of those

people who suffered losses from disasters.  It participated in the annual Red Cross Fair by opening a booth at the fair and contributed proceeds from

sales at the booth to the Red Cross Society; proceeds were proffered to Her Royal Highness the Crown Princess, Chairperson of the Red Cross

Society.
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Reforestation Project on the Occasion of the 50th Anniversary of His Majesty the King’s Ascension to the Throne

The government initiated a reforestation project to celebrate the 50th anniversary of His Majesty the King’s ascension to the Throne.

The project began in 1994 and the 1994-2003 decade was proclaimed the decade of rehabilitation of natural resources, particularly forests.  The

objective of the project was to reforest, rehabilitate and maintain 5 million rai of the forests within conservation areas.  In 2002, nine years after the

commencement of the project, the government reforested a total of 3.4 million rai of forest areas.  The duration of the reforestation efforts was then

extended for another five years under the project name, “Reforestation Project to Celebrate the 50th Anniversary of His Majesty the King’s

Ascension to the Throne.”  The government sought the Bank’s contribution in this effort, through the Thai Bankers Association.  The Bank approved

a budget of Baht 18,408,000 toward hiring Rajapruek Foundation to reforest an area of 6,136 rai in the national forest reserve.  The area is located on

the right side of Nan River in Baan Nam-ta, Baan Nam-lee, Tambol Nam Man, Ta-pla District, Uttaradit Province.  The reforestation and maintenance

work will last 5 years, from 2005 to 2009.

Banking Operations

The Bank conducts businesses permitted under Commercial Bank Act and businesses related to commercial banks as announced by the Bank

of Thailand, Ministry of Finance and other government agencies.  Its banking businesses may be divided into two types:

1. Businesses that generate interest and dividend income, such as deposits, loans and investments;

2. Businesses that generate non-interest income, such as fees and other income including foreign exchange, bill discount, letters of credit

for import and export, domestic and international money transfers, credit cards, aval and guarantees, securities and asset management.

In addition to the principal financial services of deposits and loans, the Bank continuously develops and improves its product lines to serve

customers’ needs.  Product development includes its own products as well as those developed jointly with its subsidiaries to offer more options to

customers and to satisfy their financial needs.  The Bank’s business operations may be divided into 5 principal groups:

1. Corporate Banking Group. Responsible for relationship with large corporate customers whose annual sales exceed Baht 2,000

million, medium size corporate customers whose annual sales average between Baht 200 million to Baht 2,000 million, and small

corporate customers whose annual sales are less than Baht 200 million.  Principal products and services include:  long-term loan, project

loan, revolving credit line for liquidity purposes such as overdraft and promissory note, international trade finance, guarantees such as

loan guarantee, performance guarantee, avals and bills of acceptance, payment guarantee such as letter of credit and commercial paper,

cash management, foreign currency exchange and investment banking.

2. Retail Banking Group. Responsible for relationship with customers who are owners of tiny businesses requiring loans no larger

than Baht 10 million, and retail customers by offering them basic financial products and services, and new products.  Products in this

category include loan for tiny business (SCIB S), loan for new business owner, loan for franchise business, housing loan, consumer loan,

and personal loan.  Card businesses include credit card, debit card, and ATM card. Other products include deposits, safe deposit box, gift

check and cashier check.

3. Financial and Cash Management Group. Responsible for financial management on behalf of corporate and retail customers.

Products in this category include cash management, liquidity management, collection and payment, payroll administration, domestic and

international money transfers.  International money transfers include foreign exchange, collection of foreign exchange bills and

traveler’s checks.
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4. Brokerage and Agency Service Group. Responsible for relationship with institutional, corporate and retail customers.  The group

also markets products developed jointly with the Bank’s subsidiaries.  Principal products include bancassurance, and trustee services.

Custodian services include custody of securities, delivery and transfer of securities, receipt and payment of securities transactions,

dividend payment, debt instrument holder representation, mutual fund trustee, and selling and buying agent of debt instruments and

mutual funds.

5. Treasury Group. Responsible for the management of the Bank’s assets and liabilities, through proprietary trading of money and

instruments in the money and capital markets to earn highest return for the Bank under an appropriate level of risk in accordance with

related policy and regulations.

Structure and Businesses of Subsidiaries and Affiliated Companies

As at 31 December 2005, the Bank has a total of 6 companies that complement its operations; 4 are subsidiaries and 2 are affiliated

companies.(1)  Details of shareholding in these companies are as follows:

Name of Company Type of Business Bank’s Shareholding Investment Value

(Baht)

Subsidiaries

1. Max Life Assurance Co., Ltd.(2) Life insurance 100.00% 526,260,000

2. Siam City Asset Management Co., Ltd. Mutual Fund Management 100.00% 170,000,000

3. SCIB Services Co., Ltd. Services 100.00% 10,000,000

4. Siam City Securities Co., Ltd.(3) Securities Trading 99.79% 2,074,743,874

Affiliated Companies

5. Siam City Insurance Co., Ltd. Non-life Insurance 45.50% 31,571,880

6. Siam Samsung Life Insurance Co., Ltd. Life Insurance 25.00% 125,000,000

Life insurance 2,937,575,754

Note: (1) Excluding three subsidiaries that are in liquidation process, namely Crown Development Co., Ltd., Siam City IT Co., Ltd., and The Chada Thong

Properties Co., Ltd.

(2) Formerly Metropolitan Life Insurance Co., Ltd.

(3) Formerly Yuanta Securities (Thailand) Co., Ltd.
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Structure of Incomes (Consolidated)

As at 31 December 2005 As at 31 December 2004

Amount Percent Amount Percent

(Million Baht)) (Million Baht)

Interest and Dividend Incomes

Loans 12,958 58.04 10,993 53.51

Interbank and money market items 386 1.73 180 0.88

Investments 4,627 20.72 4,598 22.38

Total interest and dividend incomes 17,971 80.49 15,771 76.77

Bad debt and doubtful accounts (299) (1.34) (203) (0.99)

Present value losses from debt restructuring 35 0.16 (281) (1.37)

Total interest and dividend income after bad debt, doubtful

accounts and present value loss from debt restructuring 17,707 79.31 15,287 74.41

Non-interest Incomes

Gain on investments 781 3.50 1,641 7.99

Share of profit (loss) from investment accounted

for under equity method 11 0.05 5 0.03

Fee and Charge

Acceptance, aval and guarantee 311 1.39 288 1.40

Other services 1,812 8.12 1,865 9.08

Gains on exchange 17 0.08 192 0.93

Management fee from Sukhumvit Assets Management Co., Ltd. - - 142 0.69

Other incomes 1,688 7.56 1,123 5.47

Total non-interest income 4,620 20.69 5,256 25.59

Total Income 22,327 100.00 20,543 100.00

Total income for 2005 amounted to Baht 22,327 million, an increase of Baht 1,784 million over 2004.  In 2004, interest and dividend income

after bad debt and doubtful accounts and present value losses from debt restructuring amounted to 74.41% while non-interest income amounted to

25.59% of total income.  In 2005, non-interest income was down to 20.69% of total income, due to a decrease in gains on investment and foreign

exchange loss from the conversion of dollar assets into Thai Baht in the Cayman Island Branch.  Moreover, the Bank no long received asset

management fees from Sukhumvit AMC due to the expiration of contract in 2004.

Items
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Marketing and Competition

Market Overview

Thai financial market experienced another year of intense competition on all fronts.  The Financial Master Plan’s one presence concept and

allowing commercial banks to offer a wide range of products and financial services.  The number of commercial banks and new financial products

increased.  Strategies to offer new and more convenient products were utilized.  In retail banking, consumer loans were a prime target due to

profitable return and ease of systematic risk management.  Competition for deposit customers was also keen due to demands for funding.  Meanwhile,

asset quality risk and economic uncertainty required commercial banks to be careful in their operations.  However,  Thai commercial banks’ ability to

manage spreads and to earn incomes from business expansion, coupled with the declines in non-performing loans and reserve requirements, enabled

them to earn higher profit than last year and achieve stronger financial positions, both in reserves and capital funds.

At end of 2005, Siam City Bank ranked 7th among Thai commercial banks in terms of assets, with deposit and loan market shares at 6.87%

and 6.10% respectively.  Non-performing loans was low while reserve and capital fund were high.  The Bank’s branch network reaches into

every province of the country and its subsidiaries offer various financial services, allowing an aggressive expansion of businesses and improvement

of selling efficiency and service quality.  The Bank is growing steadily and is now able to compete with other leading commercial banks in

Thailand.

Competition

Competition among Thai commercial banks increased intensely.  Most banks offered full lines of financial services, developed and widened

their ranges of products, increased distribution channels and emphasized various forms of marketing promotion.  Competition was particularly

intense in loans with good returns, such as consumer loan, personal loan, loan for medium and small enterprises, and retail depositors for the purpose

of cross selling.

The intensity of competition required commercial banks to expand businesses, improve service delivery, expand customer base, train and

develop employees, improve operating procedure, introduce new technology to reduce costs, develop new products to reach target customer groups,

and increase fee based incomes.  Competition may be described under the following marketing mix:

Price  Liquidity in commercial bank system decreased and competition for deposits became intense.  Commercial banks used pricing

strategies and new deposit products with attractive conditions.  Lending rates also remained competitive throughout the year to attract

good potential customers.

Product  The expanded range of business allowed by law coupled with technological and financial innovations enabled commercial banks

to offer a variety of financial products with conditions to suit customers’ needs.  Services in retail banking aimed at expanding customer

base and increasing customer satisfaction.  The development of internet banking and mobile phone banking promised to be products

with low cost that would become an important income earner for commercial banks in the future.  A full line of financial services

consisting of the commercial banks’ own products as well as those offered by their subsidiaries will be an important strategy to satisfy

customers’ needs, increase service efficiency, and increase fee incomes.
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Place  In addition to programs to modernize the appearance of their branches, to re-engineer their service and work procedures to

provide convenience and speed up service, many commercial banks increased and adjusted their working hours and added more

branches.  These branches were located near their customers, in communities or business centers.  Branches were also added in

locations where there were large number of customers, such as department stores, office buildings, hospitals, and educational institu-

tions; these new branches tended to be in kiosk form where customers could perform their own transactions through electronic

machines.

Promotion  Sales and marketing promotion among commercial banks tended to focus on encouragement of customer visits,

inclusion of sale and marketing units in the organizational structure, and creation of new groups of employees who specialized

in promoting products to retail customers.  These products included personal loan, housing loan, card, deposit, bancassurance,

and mutual fund.  Advertising in various media, such as commercials, prints and radio, was also used to inform customers and

promote selling.

Banking Business Trend

Inflation rate slowdown due to oil price stability, the recovery of Thai tourism industry, improved export growth rate and the government’s

policy on mega-projects are positive factors contributing to the private sector’s investment confidence and personal consumption.  These factors will

be important drivers of Thai economy in 2006 and will present commercial banks with an opportunity for further growth.  However, interest rates are

on the upward trend and may adversely impact costs.  Asset quality and economic uncertainty require commercial banks to exercise care in their

operations and to focus on quality lending.  Environmental changes are expected to increase in the near future, due to the opening of the financial

markets under the FTA conditions and other regulatory measures, such as the establishment of deposit insurance institute, Basel II capital fund to risk

assets ratio and consolidated supervision.  These changes are expected to increase commercial banks’ costs, and will significantly affect their capital

fund whereby commercial banks will need to expand their businesses and develop their competitive capability.

Business Objectives and Strategies

The Bank’s objective is to become a universal bank with full banking services that emphasizes fee income generating businesses.  Other

objectives include improvement of its operation efficiency, increased competitive capability, better profit generating capability and maximization of

shareholders’ wealth.  Important strategies are as follows:

Expand customer base by focusing on medium, small, and retail customers

The Bank’s strategy is to continue expanding its customer base as these customers are an important source of income and will provide

an opportunity for cross selling.  The Bank will offer its products through pro-active marketing campaigns reaching customers via its 387

branches, and differentiating through “High Personal Touch” service from employees and technological systems.  Medium, small, and retail

customers are customers with high growth potential, are numerous and have shown an increasing demand for loans and other financial

services.  These customers would balance and diversify the Bank’s customer base.
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Offer a variety of products and services

The Bank plans to increase and develop a variety of products to satisfy business customers’ as well as retail customers’ needs.

The objective is to increase product or service uses per customer through cross-selling by offering packages of products from the

Bank and its subsidiaries, such as life insurance, non-life insurance, securities and mutual funds.  In 2006, the Bank is preparing to

offer leasing service that will complement other services which will fulfill the Universal Banking service platform.  The Bank also plans

to upgrade products for retail customers, such as debit card, credit card, tiny business loan, housing loan and personal loan.

Financial services to be offered to customers will include cash management and fund transfers, such as check collection, check

printing, on-line fund transfer over the Bank’s branch counter, social security payment, and payment for goods and service over the

branch counter.

Increase and improve distribution channels

The Bank plans to increase its distribution channels to provide convenience and increase efficiency in product delivery.  In addition

to branches in business areas and local communities, the Bank plans to open kiosk branches in department stores and office buildings,

to modernize its exchange booths to convey the “Modern Branch” image, and install more ATM machines, passbook update

machines, and cash deposit machines.  Importance will also be given to the development of ATM, internet banking and

tele-banking systems so that these systems could handle mutual fund trading, fund transfer, loan payments, and payments for goods

and services.

Promote adherence to good corporate governance

The Bank emphasizes professionalism, transparency, audit process, ethical conduct of business and good corporate governance.  The

Bank requires its directors, executives and employees to adhere to good corporate governance in the discharge of their duties and

responsibilities and to perform their tasks in an efficient, transparent and fair manner to all concerned.  A Code of ethics also prescribes

ethical conduct towards shareholders, customers, other commercial banks and society.  A Co-ordinating Committee on Good

Corporate Governance has been appointed and is charged with the responsibility of implementing good corporate governance and

ethical conduct policies.

Improve personnel quality and efficiency

The Bank emphasizes the development of its employees at all levels by promoting education and training, and by granting scholarships

for further education within and outside the country.  The Bank also plans to implement the second phase of the human resource master

plan to revise manpower structure, improve recruitment process, job evaluation process and human resource development.  The Bank

also plans to increase the number of employees in selling, analytical and specialized skills positions to support long-term business

expansion, improve work environment and provide growth and career advancement.

Improve efficiency of service and operation methods

The Bank aims to achieve maximum customer satisfaction by providing excellent services that are convenient, fast and efficient.  Toward

this objective, the Bank has benchmarked its service delivery against standard time.  The process of considering retail loan applications

that need to be fast and competitive will be installed online to speed up the loan granting process.  Back office work, such as contract

preparation and loan draw-downs will be pooled at operation centers to allow branch employees to concentrate on selling and

customer relationship management.  A call center will also be established to provide information to customers
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Enhance capability of information technology and management information systems

The Bank plans to modernize its information technology systems to provide new services and support increased businesses by

upgrading its core banking system, and to develop credit card,  ATM and internet banking systems.  System enhancements will include a

payment gateway to support e-commerce service, cell phone services system, installation of security systems such as network security

authentication system, security log system and control room.  In addition to the information system to support selling and

administration, the Bank plans to develop an information system to compute Basel II capital fund to risk asset ratio and to develop a

customer information system that prevents money laundering or funding of terrorism activities. A system to support Report on

Observance of Standards and Codes will also be developed.



Shareholding
Structure and Management

Shareholders

As at 8 September 2005(1), the first ten major shareholders of the Bank were:

Shareholders No. of shares Percentage

List of current shareholders may be accessed at the Bank’s website (www.scib.co.th) prior to the

shareholders’ meeting.

Dividend Policy

As a normal practice, dividend payment was made from profit.  In 2005, the Bank announced the policy of

paying dividend of not more than 50% of net profit after required reserves.  Recognizing that the Bank has earned

sufficient profit for payment of interim dividend, the Board of Directors at its 719th meeting on 24 August 2005

resolved to pay an interim dividend of Baht 0.70 per share for the first half of 2005 results.  The Bank paid the

interim dividend on 22 September 2005 and the Board of Director would report the dividend payment at the next

general shareholders’ meeting.

The criteria for the Bank’s subsidiary to pay dividend are the company’s previous year financial performance

and its cash position.  On 26 April 2005, at its 13th shareholders’ meeting SCIB Services Co., Ltd. announced a

dividend payment of Baht 2,000 per share.  Other subsidiaries did not announce any dividend payment.

1. Financial Institutions Development Fund 1,005,330,950 47.58

2. Stock Exchange of Thailand 171,500,192 8.12

3. Thai NVDR Co., Ltd. 105,392,000 4.99

4. Barclays Bank PLC 105,000,000 4.97

5. State Street Bank & Trust Company 58,028,781 2.75

6. Nortrust Nominees Ltd. 48,458,401 2.29

7. Somers (U.K.) Limited 34,663,400 1.64

8. Vayupak Fund I by MFC AMC 24,723,750 1.17

9. Vayupak Fund I by Krung Thai AMC 24,723,750 1.17

10. United Overseas Bank Ltd. Singapore 21,386,000 1.01
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Note: (1) Date of closing shareholders registration book for interim dividend payment.



Structure of the Board of Directors

The Board of Directors consists of 10 members:  six are independent directors; two are appointed by major shareholders; one is outside

director and one represents the management.  The Board of Directors schedules at least 12 meetings in a year and fixes the agenda before each

meeting.  For each meeting, the agenda and documents for the meeting will be delivered to the directors prior to the meeting to allow them sufficient

time to study and consider the issues.  The deliberation of the issues takes into consideration the interests of shareholders and stakeholders.  For each

item on the agenda, sufficient time is provided for consideration and expression of opinion.  The Chairman presides over the meetings and allows all

directors to express their opinions freely and independently.  No person or group of persons exercises control over the decisions of the Board of

Directors.

Board of Directors

As at 31 December 2005, the Board of Directors consisted of:

1. Mr. Sompol Kiatphaibool Chairman

2. Mr. Somkiat Sukdheva Director

3. Mrs. Tasna Rajatabhothi Director

4. Assoc.Prof.Dr. Somjai Phagaphasvivat Director

5. Mr. Chavalit Sethameteekul Director

6. Dr. Sathit Limpongpun Director

7. Assoc.Prof.Dr. Suchart Thada-Thamrongvech Director

8. Mr. Khemchai Chutiwongse Director

9. Dr. Suvit Maesincee Director

10. Mr. Arun Chirachavala Director and President

Ms. Angkana Swasdipoon served as secretary to the Board.  Directors with power of attorney are Mr. Sompol Kiatphaibool, Mr. Arun

Chirachavala and Mrs. Tasna Rajatabhothi, two of whom may sign on behalf of the Bank and confirm their signatures with the Bank’s official seal.

Independent Directors

There were six independent directors, more than half of the number of current directors.  Independent directors were:

1. Mr. Somkiat Sukdheva Independent Director

2. Assoc.Prof.Dr. Somjai Phagaphasvivat Independent Director

3. Assoc.Prof.Dr. Suchart Thada-Thamrongvech Independent Director

4. Mr. Khemchai Chutiwongse Independent Director

5. Dr. Sathit Limpongpun Independent Director

6. Dr. Suvit Maesincee Independent Director

The first three independent directors were appointed by the Board of Directors at its 677th meeting on 28 March 2003.  The fourth

independent director was appointed by the Board of Directors at its 691st meeting on 4 February 2004.  The fifth and sixth were appointed at the

723rd meeting on 23 November 2005.  All six independent directors have issued on their annual letters stating their independent status as required by

the Bank of Thailand.  The Bank has filed their letters with the Bank of Thailand.
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At its 2nd meeting on 16 November 2005, the Independent Directors resolved to amend the regulations concerning shareholding by

independent directors and the resolution was approved by the Board of Directors at its 723rd meeting on 23 November 2005.  The amendment is in

line with the guideline issued by the Stock Exchange of Thailand and with the Bank of  Thailand’s directive, No. Sor Nor Sor. 31 (Wor) 2770/2545

dated 3 December B.E. 2545, concerning the structure of the Board of Directors for Good Corporate Governance.

The revised definition of  “independent directors” is as follows:

1) Shareholding by Independent Directors

Independent directors shall not hold shares in excess of 0.05% of registered and paid-up capital.

2) Management authority

Independent directors shall not, during the past one year, have taken part in the management of the Bank, or have been employees or

advisors receiving regular salaries, authorized officers of the Bank, its subsidiaries and affiliated companies, or have been persons with conflict of

interest.

3) Business Relationship

Independent directors shall not have any business relationship with, or any direct or indirect interest in the financial and management

matters involving the Bank, its subsidiaries and affiliated companies, or other persons with conflict of interest, that may cause a loss of their

independence.

4) Independence

Independent directors shall not be close relatives of the executives, major shareholders of the Bank, its subsidiaries and affiliated

companies, or other persons with conflict of interest, which may give rise to conflict of interest.  Independent directors shall not be representatives

to protect the interests of any Bank’s directors or major shareholders.

The above statement complies with directive from the Securities and Exchange Commission in its letter, Kor Lor Tor. Jor. (Wor) 56/2547., dated

1 December 2004, on the disclosure of definition of independent directors of public companies in the annual reports.

Regulations concerning Board of Directors

The Bank has defined the qualifications, selection, composition, tenure, independence, power, authority and responsibility of the Directors,

as follows:

1. Selection and composition

1.1 Directors shall have the qualifications stipulated in the Public Companies Act, Commercial Bank Act and regulations of Stock Exchange

of Thailand.

1.2 Directors shall be independent, ethical, honest, knowledgeable and experienced in their fields of endeavor, decisive and responsible.

1.3 The Board shall consist of no less than 5 directors, three of whom shall be executive directors.

1.4 The Board shall have the power to appoint advisors to the Board.
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2. Tenure

2.1 The term of the directors is prescribed by the Bank’s Articles of Association.

2.2 At each annual general meeting of shareholders, the term of one third of the Board of Directors shall expire.  Directors whose term

so expires shall be eligible for reappointment.

2.3 Directors shall not be over 65 years of age in case of the Bank being a state enterprise, or not over 70 years of age in case of the Bank

being a private company.

2.4 Resignation of directors shall be in writing and becomes effective upon the Bank’s receipt of such resignation.

2.5 To fill a vacant director position, the Board of Directors shall appoint a person whose qualifications and characteristics are not in

contravention to applicable laws.  The appointment shall be authorized by a vote of no less than three fourths of the remaining

directors.  Replacement director shall serve the remaining term of the director who vacated the position.

3. Independence

3.1 One third of the Board of Directors but not less than three directors shall be independent directors, whose qualifications satisfied the

conditions prescribed by the Bank of Thailand.

3.2 Independent directors shall act as a check and balance against any person or group of persons exercising control over the decisions

of the Board.

4. Meetings

4.1 The Board shall meet once every month and may convene more meetings as needed.

4.2 The Chairman of the Board shall inform the directors of the agenda of the meeting, indicate whether the items are for information or

consideration, provide complete documentation for the meeting, and deliver the agenda and documents well in advance of the

meeting.

4.3 Directors are required to attend every Board meeting.

4.4 The Board shall keep secret matters that may have adverse material impact on the Bank’s operations.

4.5 Directors who are involved in related interest items shall leave the meeting room to allow a free discussion of the issue.

4.6 Minutes of the meeting shall record dissenting opinions expressed by the directors who do not agree with the Board’s resolutions.

4.7 Quorum for the meeting of the Board of Directors shall not be less than one half of the number of directors.  The Chairman or Vice-

Chairman shall chair the meeting.

5. Committees

The committees are:

- Board of Directors

- Board of Executive Directors

- Audit  Committee

- Risk Management Committee

- Nomination and Remuneration Committee
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6. Duties and Responsibilities of Directors

6.1 Ensure that management of the Bank is conducted in accordance with applicable laws, objectives, Articles of Association, and

shareholders’ resolutions.

6.2 Adhere to the good corporate governance principles for directors, prescribed by Stock Exchange of Thailand.

6.3 Determine the Bank’s policies and direction and review its objectives, plans and strategies.

6.4 Supervise the management in the performance of their duties and responsibilities to ensure maximum benefits for the shareholders.

6.5 Conduct businesses under principles of good corporate governance, with transparency, fairness, accountability and sufficient

disclosure to all concerned.

6.6 Determine the Bank’s policies and strategies on risk management and supervise implementation of risk management policies.

6.7 Perform their duties and responsibilities for maximum benefits of the Bank and its shareholders.

6.8 Comply with applicable laws and regulations.

6.9 Receive regular reports on the efficiency of internal control and risk management systems.

7. Compensation

7.1 Nomination and Remuneration Committee proposes policies and principles on compensation for the directors and the President for

the Board’s consideration.  The President is authorized to determine and report to the committee compensation for first senior

executive vice president and senior executive vice presidents, taking into consideration their individual performances.

However, the Bank of Thailand’s guidelines on the structure of the Board of Directors for Good Corporate Governance Letter No.

Thor Por Tor. Sor Nor Sor. (31) Wor. 2770/2545 required that the Nomination and Remuneration Committee “shall see to it that the

directors and top executives of the Bank receive suitable compensation,” and that the Committee “shall prescribe the methods of

annual performance evaluation and compensation increase for the directors and top executives of the Bank.”  The President therefore

seeks the concurrence of the Nomination and Remuneration Committee the performance evaluation of and compensation for the

Bank’s top executives.

7.2 Nomination and Remuneration Committee shall consider director’s and President’s compensation appropriate with their duties and

responsibilities, in line with the prevailing practice and shareholders’ benefits.

7.3 Shareholders shall approve annual compensation for the directors.

7.4 Directors shall be entitled to receive meeting honoraria, lump sum rewards, bonuses or other forms of compensation as approved by

the annual general meeting of shareholders.  The meeting may specify amounts, stipulate a guideline or authorize the Bank to

determine the amounts periodically.

7.5 Directors shall be entitled to receive other benefits, such as medical reimbursement, reasonable entertainment expenses and sundry

expenses.

8. The Board of Directors’ Evaluation

The Bank has arranged for the evaluation of the Board of Directors since 2002 by requiring self-assessment as well as the board evaluation

to emphasize the importance of evaluating on the Board of Directors’ efficiency.  In 2005, the Board of Directors’ evaluation may be summarized as

follows:

• Self-assessment consisted of six items, namely knowledge and ability, independence, readiness to perform duties, conscientiousness

and responsibility, discharge of duties and determination to develop the Bank whereby the results of rating evaluation was good.  The details for each

item are as follows:
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1) Knowledge and Ability  (Average score 87.50%)

The majority of the directors believed that the Board of Directors contributed their specialized knowledge in the planning of the

Bank’s strategies and action plans, offered opinions that were not in contravention of ethical principles of their own specialization, proposed new ideas

in solving problems and encouraged the Bank to modernize and participate in social contribution.

2) Independence (Average score 82.50%)

The directors believed that the Board of Directors was independent and responsible for the Bank’s stakeholders.

3) Readiness to perform duties (Average score 90%)

The majority of the directors believed that the Board of Directors offered opinions and suggestions that were not in

contradiction to the basic principles of the Bank’s policies and action plans.  The Board of Directors also offered opinions or suggestions that were in

accord with principles of modern management.

4) Conscientiousness and responsibility (Average score 81%)

The majority of the directors believed that members of the Board of Directors attended all meetings, participated in the meeting

by questioning issues and offering useful suggestions and discussed the issues concerning the Bank’s policies and strategies.

5) Discharge of duties (Average score 90.84%)

The majority of the directors believed that members of the Board of Directors regularly attended the meetings of various

committees to lighten the burden of the Board and gave the management clarification or suggestions that would help in the implementation of the

Bank’s policies.

6) Determination to develop the Bank (Average score 83.75%)

The majority of the directors believed that the Board of Directors proposed ideas and plans to improve the Bank’s operations

and preparedness for future changes.

• Board Evaluation Board evaluation consisted of 4 items, namely conduct of the meeting, communication, work procedure and

relationship with the management.  The rating of the evaluation was excellent.  The details for each item are as follows:

1) Conduct of the meeting (Average score 96.93%)

The Board of Directors believed that the conduct of the meeting was excellent.  The structures of various committees were

suitable and covered the Bank’s important tasks.  The members of the Board possessed a balanced variety of skills and the number of the Board

members was sufficient for the required tasks.  The directors were informed of the meeting in advance; the agendas were prepared to facilitate the

deliberation of the issues; the documents for the meetings were sufficient and comprehensible; and timing of the meetings was efficient.  The

Chairman efficiently led the meeting and encouraged the directors to question and discuss the issues.

2) Communication (Average score 96.25%)

The Board of Directors believed the communication among the directors and between the directors and the management was

excellent.  All directors had sufficient opportunity to express their opinions and to communicate their opinions to other directors and to the

management.  Even unfavorable news was quickly and sufficiently communicated by the management to the directors.

3) Work procedure (Average score 92.85%)

The Board of Directors believed that their work procedure for their role, duties and responsibility was excellent.  The directors

had sufficient opportunity to learn about the Bank’s businesses and to take part in the development of policies and strategies.

4) Relationship with the management (Average score 98.34%)

The Board of Directors believed that their relationship with the management was excellent.  The Board gave suggestions to the

management when needed.  The Chairman and the President efficiently coordinated their works and had mutual understanding of each other’s roles

and responsibilities.  The relationship between the Board and the management was mutually supportive.
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Board of Executive Directors

As at 31 December 2005, the Board of Executive Directors consisted of:

1. Mr.  Sompol Kiatphaibool Chairman

2. Mrs.  Tasna Rajatabhothi Director

3. Mr.  Arun Chirachavala Director

Mrs.  Yaovalak Kunakornporamat served as secretary to the Board.

Regulations concerning Board of Executive Directors

1) Board of Executive Directors shall consist of no less than 3 directors.  Executive directors shall not serve concurrently as members of

Audit Committee and shall serve their regular term as directors.

2) Board of Executive Directors shall perform their duties and responsibilities as approved by the Board of Directors.

3) Board of Executive Directors shall be entitled to receive compensation determined by the Board of Directors and such entitlements shall

not adversely affect other compensation or benefits they receive as Bank’s directors.

Duties, Responsibilities and Power of the Board of Executive Directors

1. Consider and present for the Board of Directors’ approval matters concerning the Bank’s policies, matters that when implemented shall

have material impact on the Bank’s operations, matters that must be performed in accordance with the laws and Bank’s regulations, and

matters that the Board of Executive Directors deems to require Board of Director’s approval, such as loan applications.

2. Shall have the power to approve investments in securities under securities law, e.g. equities, semi-equity instruments, debt instruments,

derivatives, mutual funds, and securities not under securities laws, e.g. acceptance, promissory notes, certificates of deposit, and other

instruments, in amounts not exceeding Baht 500 million for the Bank’s portfolio.  Investments in other banks’ instruments or in the

Bank’s own instruments shall be without limit.

3. Shall have the power to approve loans, loan restructuring of the Bank’s customers and/or customers managed by the Bank, within

conditions and approval limits set forth by the Board of Directors.

4. Shall have the power to consider and screen loan applications and investments in amounts in excess of its approval limits stipulated in No.

2 and 3, for further consideration and approval by the Board of Directors.

5. Shall have the power to determine and/or amend rules and regulations concerning matters of importance, or great risks to the Bank’s

operations.

6. Shall have the power to improve or change employment conditions, employee compensation and benefits.

7. Shall have the power to consider requests for payment of assistance fund or bonus to employees.

8. Shall have the power to approve sales of assets, such as foreclosed properties or other assets, including sales that may result in loss, in

accordance with the Bank’s regulations.

9. Shall have the power to recommend write-off of assets and loan loss as expenses, and recommend such write-offs to the Board of

Directors prior to obtaining ratification by shareholders at the annual general meeting.

10. Shall have the power to direct the management in their performance of duties for benefits of the Bank in accordance with the laws.
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11. Shall have the power to consider other matters assigned by the Board of Directors.

12. Shall advise the President and the Management Committee on matters concerning:

12.1 Personnel and organizational structure;

12.2 Lending;

12.3 Collateral;

12.4 Debt restructuring;

12.5 Expenditures;

12.6 Reduction of fees and interest rates on domestic and international businesses to the level lower than the Bank’s announced rates;

12.7 Opening, establishing, closing, discontinuing, relocation of offices or branches in and outside the country, assets quality, reserves and

risk evaluation;

12.8 Liquidity and capital funds;

12.9 Purchases of land/building/equipment for the Bank’s operations.

Meetings of the Board of Executive Directors

The Board of Executive Directors shall meet once every week, chaired by the Chairman of the Board of Executive Directors.  If the Chairman

is indisposed, directors attending the meeting shall elect one member to chair the meeting.  When the meeting discusses an issue of interest related

to any director, the director who is involved with related interest shall leave the meeting room to allow a free discussion of the issue.

Audit Committee

As at 31 December 2005, the Audit Committee consisted of:

1. Mr. Somkiat Sukdheva Chairman

2. Assoc.Prof.Dr. Somjai Phagaphasvivat Director

3. Assoc.Prof.Dr. Suchart Thada-Thamrongvech Director

Mr. Pongsak Harnsongkitpong served as the secretary to the Committee.

Charter of the Audit Committee

This charter, approved by the Board of Directors at its 695th meeting on 21 April 2004, has been prepared to inform all concerned of power,

duties, and responsibilities of the Audit Committee.

1. Composition and qualifications

The  Audit Committee shall consist of at least 3 members, a chairman and two members; all of whom shall be Bank’s directors and possess

all qualifications as required by regulatory agencies supervising commercial banks.  At least two members shall be independent directors who satisfy

the Bank of Thailand’s definitions of independent directors.  The Audit Committee shall be allowed to appoint one advisor, and a Bank’s officer who

possesses suitable qualifications to serve as secretary of the Committee
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2. Tenure

Members of the Audit Committee shall be appointed to a term of three years.  Members whose term expires shall be eligible for

re-appointment.

In the case of a vacancy in the Audit Committee membership due to reasons other than expiration of the term, the Bank’s Board of

Directors shall appoint a person whose qualifications satisfy eligibility requirements to become a replacement member.  The replacement member of

the Audit Committee shall serve the remaining term of the member who vacated the position.

3. Duties and Responsibilities

The Audit Committee shall be vested with the following duties and responsibilities:

3.1 At the discretion of the Chairman, call four or more meetings per year.

3.2 Review the Bank’s financial statements for accuracy and reliability.

3.3 Supervise disclosure of the Bank’s information in accordance with regulatory agencies’ rules and regulations, paying particular

attention to related transactions, or transactions that may involve conflict of interest.

3.4 Review the Bank’s risk management systems, risk control and internal audit.

3.5 Review accuracy and efficiency of information technology systems as they involve financial statements, risk management, and internal

audit, and recommend timely upgrading of IT systems.

3.6 Review the Bank’s operations to ensure that they are performed in accordance with the Commercial Bank Act, Securities and

Exchange Act, and other Acts related to commercial bank operations, including rules and regulations announced by regulatory

agencies.

3.7 Consider, select, review and propose appointment of and remuneration, including audit fees, for the Bank’s external auditor.

3.8 Call a meeting with external auditor at least once a year to discuss audit report and obtain external auditor’s opinion on matters of

importance.

3.9 Call a formal meeting with the management at least once a year.

3.10 Prepare quarterly Reports of the Audit Committee for submission to the Board of Directors.

3.11 Prepare a Report of the Audit Committee for publication in the Bank’s annual report.

3.12 Perform other duties as required by laws or as ordered by the Bank’s Board of Directors.

4. Power of the Audit Committee

To fulfill its duties and responsibilities, the Audit Committee shall be vested with the following power:

4.1 Invite the management, heads of departments or the Bank’s employees to attend its meetings to clarify issues involved or to submit

documents involved with issues under consideration.

4.2 Ensure a parity level of professionalism between and a coordinated performance of internal auditors and external auditors.

4.3 Offer opinions concerning appointment, removal, transfer, dismissal and performance appraisal of heads of internal audit

departments, as proposed by the President.

4.4 Ensure and confirm independence of internal and external auditors.

4.5 Review and evaluate the performance of the auditor.

4.6 Consider and offer opinions concerning remuneration of external auditors, including fees for services and other consulting work

provided by external auditors.

4.7 Hire or retain outside experts to provide opinions at a fee that the  Audit Committee deems appropriate.
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5. Others

The Audit Committee shall on an annual basis:

5.1 Review its own performance;

5.2 Review any changes in this Charter and submit proposed changes to the Board of Directors for approval.

Nomination and Remuneration Committee

As at 31 December 2005, the Nomination and Remuneration Committee consisted of:

1. Mr. Khemchai Chutiwongse Chairman

2. Mrs. Tasna Rajatabhothi Director

3. Mr. Chavalit Sethameteekul Director

Mrs.  Yaovalak Kunakornporamat served as the secretary to the Committee.

Due to the resignation of Mr.  Visut Montriwat, director and member of the Nomination and Remuneration Committee, the Board of

Directors at its 716th meeting on 25 May 2005 approved the appointments of Mr. Chavalit Sethameteekul as a member, and Mr. Khemchai Chutiwongse

as Chairman of the Nomination and Remuneration Committee.

Duties and Responsibilities

1. Determine policy, criteria and method for the selection of the Bank’s directors and directors in various committees formed by order of

the Board of Directors, determine the proper size and composition of committees, and disclose the policies and details of recruitment

process in the Bank’s annual reports.

2. Determine the policy and criteria on compensation for the directors and President, who serve on various committees, such as executive

committee and audit committee.

3. Review and ensure that the directors and President receive compensation commensurate with their duties and responsibilities.

4. Determine the guideline for the evaluation of the directors and President for adjustment of annual compensation.

5. Prepare a report on the compensation for the directors and executives for publication in the Bank’s annual report.

Risk Management Committee

As at 31 December 2005, Risk Management Committee consisted of:

1. Mr.  Arun Chirachavala Chairman

2. Mr.  Sutipong Ittipong Member

3. Mr. Enghug Nontikarn Member

4. Mr. Prachak Udomsilp Member

5. Mrs.  Jaree Wuthisanti Member

6. Mr. Pongsak Harnsongkitpong Member

7. Mrs. Wilai Wadwongtham Member

8. Ms. Kanoksri Rojmeta Member
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9. Mr. Cherd Suppana Member

10. Mr.  Wichit Sangtongsthit Member and Secretary

Regulations concerning Risk Management Committee

Duties and Responsibilities

1) Determine an appropriate risk management framework for the Bank.

2) Determine the appropriate power, duties, responsibilities, strategy and policy for an acceptable level of credit risk, in line with the

Bank’s policy.

3) Determine the policy and guideline for acceptable levels of market risk, liquidity risk and foreign exchange risk.

4) Review operational procedures and processes to reduce the Bank’s operational risks.

5) Follow-up on the implementation of risk management on a continuous basis to ensure that risk management is consistent with current

situation, and with policy and guideline laid down by the Board of Directors.

6) Have the authority to appoint sub-committees or working groups to work on needed tasks.

7) Have the power to invite employees concerned to explain or to obtain additional documents from the departments or employees

involved.

8) Departments and employees involved shall cooperate fully with the Committee when requested.

The Risk Management Committee shall meet once a month.

The President

Good corporate governance policy specifies that the President shall be a member of the Board of Directors and vested with the following

power, duties and responsibilities:

Power, Duties and Responsibilities

1. Manage the Bank’s businesses in accordance with objective No. 3 of Articles of Association.

2. Register rights, enter into contracts or file dispositions on sales or transfers of movable and immovable properties with appropriate

authorities; transfer rights to rent, receive transfers of rights to rent, and transfer properties without time limit; buy or rent land, building,

structure or land with structure with amounts of sale, transfer or rent being at the discretion of the President.

3. Sell or underwrite to sell bonds, debentures and other debt instruments issued by government or private companies up to the amount

of Baht 200 million.

4. Initiate legal actions, enter as a co-plaintiff, file complaints with authority, file claims against debts in which the Bank has first claims, file

claims against bankruptcy cases, tender bids in auction, transfer properties received as settlements of debts, withdraw claims or

complaints upon payments of debts, and appoint attorneys or representatives to act on his behalf.

5. Compromise or submit to arbitrators disputes in which the Bank has an interest.

6. Attend and vote in meetings where the Bank is a shareholder or has an interest.



57

7. Adjust and change organization structure and work procedure.  Appoint, transfer and dismiss all employees up to executive vice president

level, and determine salaries and other emoluments for Bank’s employees.

8. Authorize representatives to act on his behalf in the performance of duties in No. 1 to 7, including dismissal and appointment of

replacements for such representatives.  The Bank shall endorse actions committed within bound by power of attorney through authorized

representatives and their replacements.

9. Have the power to appoint a Management Committee, chaired by the President, consisting of the President and a number of Bank’s

executives to manage and operate the Bank’s businesses in accordance with the Board of Directors’ policy.

10. Have the power to approve unlimited amounts of investments in government bonds to maintain legal reserve, manage liquidity and

increase profits.

11. Have the power to approve all types of loans and loan restructuring, or loans managed by the Bank, within limit defined by the Board of

Directors or Board of Executive Directors.

12. Have the power to approve investments in securities under securities laws, e.g. equities, semi-equity instruments, debt instruments,

derivatives, mutual funds, and securities not under securities laws, e.g. acceptance, promissory notes, certificates of deposit, and other

instruments, in the amount not exceeding Baht 200 million for the Bank’s portfolio.  Investments in other banks’ instruments or the

Bank’s own instruments shall not exceed Baht 500 million.

13. Have the power to approve sales of foreclosed properties, without limit as to amount in case where such sales produce no loss to the

Bank.  In cases where properties are valued under Baht 2 million, the President shall have power to approve sales, regardless of gain or loss.

However, losses are to be reported to the Board of Executive Directors.

14. Have the power to delegate general and specific power of attorney on loans, debt restructuring and investments to First Executive Vice

President and other high-ranking executives.  Executives so delegated may further assign their power to departments to execute their

duties on behalf of the Bank.

15. Have the power to determine salary and bonus for each of the Bank’s executives, taking into consideration the Bank’s performance, the

executive’s individual performance and total budget approved by the Board of Directors.

16. Have the power to determine other matters, such as setting up, dissolving, opening, closing and relocation of offices or branches in and

outside the country, assets quality, legal reserve and risk management.

17. Supervise and be responsible for the Bank’s liquidity and capital fund.

18. Have the power to approve the Bank’s expenses, such as purchases of land, buildings, and equipments for the Bank’s businesses.

19. Have the power to restructure loans belonging to the credit card operations, such as:

- Approve reduction of interests and fees, with the provision that the penalty interest and fee shall be reduced first, then the fees in

arrear and lastly the interests in arrear.

- Approve reduction of principal in the case of the debtor’s death.

- Approve future interest rates.

- Approve future fees (concerning credit card business).

- Approve extension of repayment duration and periods.

- Approve acceptance of assets in lieu of payments.

- Approve payments on cards, in case the customer settled debt on the wrong cards.
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Bank’s Executives

As at 4 January 2006, Bank’s executives were:

1. Mr.  Arun Chirachavala President

2. Mr. Lersuk Chuladesa First Senior Executive Vice President

(Corporate Banking Group,  Assets and Development, and Legal)

3. Mr. Sutipong Ittipong Senior Executive Vice President

(Retail Banking, Credit cards, Credit Operations, Human Resources and Support,

and Information and System Development)

4. Mr.  Thanom Narong Senior Executive Vice President

(Information Technology)

5. Mr. Pongsak Harnsongkitpong Executive Vice President

(Compliance and Audit)

6. Ms.  Angkana Swasdipoon Executive Vice President

(Policy)

7. Mr. Enghug Nontikarn First Executive Vice President

(Risk Management)

8. Mrs. Jaree Wuthisanti Executive Vice President

(Large Corporate)

9. Mr.  Wuttichai Suraratchai Executive Vice President

(Medium Corporate)

10. Mr. Utane Kongsoontornkitkul Executive Vice President

(Metropolitan Small Corporate)

11. Mr.  Virat Thanatrongpol Executive Vice President

(Provincial Small Corporate)

12. Mr. Parinya Patanaphakdee Executive Vice President

(Asset Development and Legal)

13. Mr. Cherd Suppana Executive Vice President

(Credit Operations)

14. Mr. Pravit Ongwatana Executive Vice President

(Retail Banking)

15. Mr. Sujin Suwannagate Executive Vice President

(Credit Cards)

16. Ms. Kanoksri Rojmeta Executive Vice President

(Branch Network)

17. Mrs.  Amornrat Leevarapakul Executive Vice President

(Sales and Marketing Management)

18. Ms.  Amporn Ruangprasertkun Executive Vice President

(Capital Markets)
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19. Mr. Rathian Srimongkol First Executive Vice President

(Treasury and International Banking)

Chief Financial Officer (CFO)

20. Mr. Prachak Udomsilp Executive Vice President

(Human Resources and Support)

21. Mrs.  Wilai Wadwongtham Executive Vice President

(Information and System Development)

22. Mr. Sanur Yodpinit Executive Vice President

(Information Technology)

23. Mrs. Penchan Weerawuth First Vice President

(Accounting)

24. Mr. Soros Sakornvisava Senior Vice President

(Treasury)

Note:  According to Securities Exchange Commission’s definition, executives and controllers are executives Nos. 1-4, 7, 19 and 23-24.

Recruitment of Directors and Executives

The Nomination and Remuneration Committee selects qualified individuals to replace the directors whose terms expire or who resign from

their positions, for the Board of Directors’ approval and shareholders’ appointment at the shareholders’ meeting.  The Committee shall select

individuals whose qualifications conform to the stipulation of the Good Corporate Governance policy, i.e. independent, ethical, honest,

knowledgeable, capable, experienced and decisive.

Recruitment process may be divided into two instances

1. Appointment of directors upon expiration of tenure.  Directors are appointed during the shareholders’ meeting, individually or as

a group depending upon the number of directors whose terms expire.  Rights of minor shareholders shall not be different from those of major

shareholders; one share shall carry one vote.  Persons obtaining the largest number of votes shall be appointed to directorship.

2. Appointment of directors before expiration of tenure.   The Board of Directors shall appoint a person whose qualifications and

characteristics are not in contravention to applicable laws, by a vote of no less than three fourths of the remaining number of directors.  Replacement

director shall serve the remaining term of director who vacated the position.

Recruitment of the President

The search for the top executive of the Bank specifies criteria of ability, experience in money and banking, ethics, fairness in management, and

transparency in business operations.  The Board of Directors will select an individual whose qualifications fit the criteria.

Recruitment of Executives and Officers
To recruit executives for the Bank’s various departments, and officers with skills in specialized areas, such as information technology and

risk management, the Bank considers individuals from inside and outside the Bank who possess knowledge and experience for maximum contribution

to the Bank.  The recruitment procedure for executives and officers is as follows:
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1. Recruitment

1.1 Individuals inside the Bank who are able and qualified to become executives or officers in required positions may be classified into

two groups:

1.1.1 Those whose knowledge and experience fit the requirements of the positions;

1.1.2 Those who possess strong potential, flexible, adaptable and knowledgeable in Bank’s functions.

1.2 Individuals outside the Bank.  The Bank favors individuals whose experiences in financial institutions fit the requirements of

positions.  The Bank would invite the candidates for interviews with the hiring departments, to allow the hiring department to decide

on the suitability of the candidates’ characteristics, personal history, personality and human relation skills.

2. Selection

2.1 Individual inside the Bank.  Human Resources Department summarizes and submits the candidates’ background information to the

Personnel Committee for approval.

2.2 Individual outside the Bank.  Human Resource Department or the hiring department summarizes and submits the interview result

to Senior Executive Vice President or the President for approval.

Compensation for Directors and Executives

1) Cash Compensation

1.1 In 2005, compensation in form of meeting honoraria for 12 directors on the Board of Directors, Board of Executive Directors,  Audit

Committee, and Nomination and Remuneration Committee amounted to Baht 11,493,225.80.  Directors’ bonuses from 2004

operating results amounted to Baht 7,923,040.04.  Details of individual compensation are as follows:

No. Name Directors Executive Audit Nomination Bonus Total
Directors Committee and

Remuneration
Commitee

1 Mr. Sompol Kiatphaibool 1,200,000.00 1,200,000.00 - 25,000.00 1,882,737.82 4,307,737.82

2 Mr.  Arun Chirachavala 655,000.00 655,000.00 - - 75,309.52 1,385,309.52

3 Dr. Suvit Maesincee 655,000.00 235,000.00 - - 941,368.89 1,831,368.89

4 Mrs. Tasna Rajatabhothi 655,000.00 431,612.90 - 90,000.00 627,579.28 1,804,192.18

5 Mr. Somkiat Sukdheva 655,000.00 - 600,000.00 15,000.00 627,579.28 1,897,579.28

6 Assoc.Prof.Dr. Somjai 655,000.00 - 480,000.00 - 627,579.28 1,762,579.28

Phagaphasvivat

7 Assoc.Prof.Dr. Suchart 655,000.00 - 480,000.00 - 627,579.26 1,762,579.26

Thada-Thamrongvech

8 Mr.  Visut Montriwat 235,000.00 - - 50,000.00 627,579.26 912,579.26

9 Mr. Chavalit Sethmeeteekul 655,000.00 - - 30,000.00 473,674.07 1,158,674.07
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The directors’ compensation in 2005 totaled Baht 11,493,225.80, or Baht 1,843,229.34 higher than that in 2004.  The increase was

due to the adjustment proposed by the Nomination and Remuneration Committee at its 3/2548 meeting on 27 April 2005 to bring

the directors’ compensation in line with the prevailing rate among commercial banks.  The total compensation did not exceed the

budget of Baht 15 million approved at the shareholders’ meeting.

1.2 In 2005, compensation for 6 executives in the form of salary, meal allowance, and bonus amounted to Baht 36,190,484.50.

2) Other Compensation

In 2005, the Bank’s contribution to provident fund on behalf of 6 executives(1) amounted to Baht 1,397,537.67.  The contribution was based

on the Bank’s Provident Fund criteria based on the following years of service: within the first 5 years 3%,  5-10 years 5%, 10-15 years 7%, more than

15 years 10%.

Note:  (1) Executives in this provision mean those four highest ranking executives after the President and those with similar title.

Auditor’s Compensation

In 2005, the Bank’s auditor charged a fee of Baht 8.2 million for the audit of the Bank and its subsidiaries.  The fee covered half-yearly audits,

quarterly audits and special audit for the Bank of Thailand.

There was no other service fee.

Name Position
No. of shares held as

at 31 December 2005

1. Mr. Sompol Kiatphaibool Chairman, Board of Directors -

Chairman, Board of Executive Directors

2. Mr. Somkiat Sukdheva Director 150,000 shares

Independent Director

Chairman,  Audit Committee

3. Mrs.  Tasna Rajatabhoti Director -

Executive Director

Member of Nomination and Remuneration Committee

Shareholding by Directors and Executives

10 Mr. Khemchai Chutiwongse 655,000.00 - - 95,000.00 627,579.28 1,377,579.28

11 Dr. Sathit Limpongpun 431,612.90 - - - - 431,612.90

12 Mr.  Apisak Tantivorawong - - - - 784,474.10 784,474.10

No. Name Directors Executive Audit Nomination Bonus Total
Directors Committee and

Remuneration
Commitee
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Name Position
No. of shares held as

at 31 December 2005

4. Assoc.Prof.Dr. Somjai Director -
Phagaphasvivat Independent Director

Member of Audit Committee

5. Mr. Chavalit Sethameteekul Director -
Member of Nomination and Remuneration Committee

6. Dr. Sathit Limpongpun Director 150,000 shares
Independent Director

7. Assoc.Prof.Dr. Suchart Director -
Thada-Thamronvech Independent Director

Member of  Audit Committee

8. Mr. Khemchai Chutiwongse Director -
Independent Director
Chairman, Nomination and Remuneration Committee

9. Dr. Suvit Maesincee Director 100,000 shares
Independent Director

10. Mr.  Arun Chirachavala President 100,000 shares

11. Mr. Lersuk Chuladesa First Senior Executive Vice President 1 share
(Corporate Banking Group,  Asset Development and Legal)

12. Mr. Sutipong Ittipong Senior Executive Vice President -
(Retail Banking, Credit cards, Credit Operations, Human
Resources and Support, Information and System Development)

13. Mr.  Thanom Narong Senior Executive Vice President -
(Information Technology)

14. Mr. Enghug Nontikarn First Executive Vice President -
(Risk Management)

15. Mr.  Rathian Srimongkol First Executive Vice President -
(Treasury and International Banking)
Chief Financial Officer (CFO)

Corporate Governance

Siam City Bank was established in 1941.  The Bank has always been aware of the importance of good corporate governance and believes that

ethical conducts are crucial in business operations in contributing to a balanced and steady growth.

Good Corporate Governance Policy

Is to provide management principles for steady growth of the Bank, and to establish sound policy on good corporate governance for the

efficient, transparent, accountable and fair conduct of business to all parties concerned, including investors (as owners of the Bank), the Board of

Directors (as policy supervisor), the management (implementer of policies), business correspondence (as business supporters), customers (as

consumers of products and services), auditors (as provider of transparency) and the communities (as parties affected by the Bank’s operations),
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The Bank resolved to formulate the policy of good corporate governance so that the Board of Directors, the management and employees will

recognize the importance of the ethical discharge of their duties with a sense of responsibility toward shareholders, customers, other commercial

banks and the society.

Principles of Good Corporate Governance

1) The Board of Directors, the management and the employees shall recognize the accountability of their duties over and above that

required by laws.

2) The responsibility of the Board of Directors and the management shall be separated clearly for transparency in their functions.

3) The conduct of business shall be carried out in fairness to establish trust in its operations and stability of the Bank.

4) Transparency shall mean that the disclosure of information to the shareholders and stakeholders is made accurately, completely and

timely, under the principles of clarity, regularity and comparability.  There shall be a unit responsible for investor relations to facilitate

communication, disclosure of information and good relationship with shareholders, analysts and the general public, and to foster

confidence in the Bank.

5) There shall be an acceptable system of risk management to prevent damages to the Bank’s operations, such as credit risk management,

loan policy, loan portfolio analysis, loan review, marketing risk management, liquidity risk management, foreign exchange risk management

and operational risk management.  The Risk Committee Board shall be responsible for the formulation of risk management policies and

strategies.

6) There shall be an effective internal audit system to ensure task performance in accordance with rules, regulations, and regulatory agencies’

directives.  There shall be an Audit Committee, a Co-ordinating Committee on Good Corporate Governance and an organizational unit

to oversee the implementation of good corporate governance policies to draft rules and procedures, to promote best practices in good

corporate governance and to establish codes of conduct for executives and employees.

7) The employees shall be encouraged to strengthen their competitive potential, to bring the management practices to international

standards, and to strive toward excellence in their tasks.

8) The qualifications, the structures of the Board of Directors and independent directors, and the separation of powers of the Board

committees shall correspond with the principles of good corporate governance:

8.1) The directors shall be independent, ethical, honest, knowledgeable, capable, experienced and decisive.  The Board of Directors

formulates policies and strategies, and monitor and audit the management’s performance such that the policies and strategies shall

be realized.

8.2) The Board of Directors shall perform its duties with sense of responsibility and perform its tasks under good corporate governance

principles.

8.3) No more than one quarter of the Board of Directors shall be full-time directors.  Furthermore, non-executive directors shall be

independent outsiders who solve any conflict between the Board of Directors, the management and the shareholders, and protect

the shareholders’ interests.

8.4) The independent directors shall prevent any person or groups of persons to exercise influence over the decision of the Board of

Directors.

8.5) There shall be a clear and distinct separation of supervisory and executive powers among the Board of Directors, Board of

Executive Directors,  Audit Committee and the President, so as to not allow any person or groups of person unlimited power.

Furthermore, the directors’ self-assessment is an important factor in good corporate governance, in the belief that the directors are in the best

position to review their own performance without any bias and to use their experiences to improve their performance.
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Type of Activities
Good Corporate Governance Activities

2003 2004 2005

Meetings of the

Co-ordinating Committee

on Good Corporate

Governance.

Dissemination of policy,

news, knowledge to

executives and employees.

• Appointed Committee and

convened 14 meetings.

• Prepared “Policy on Good

Corporate Governance”,

for distribution to executives

and employees.

• Prepared a booklet,

“Codes of Conduct for

Bank and Employees”,

for distribution to executives

and employees.

• Set up a website,

“Good governance”,

to disseminate news,

knowledge and answer

questions.

• Published articles in

“Siam City Newsletter”.

• Organized program,

“Joining hands to

strengthen

good governance”.

For announcement on PA

system.  Monday and Friday,

at 10.00 and 15.00 hours.

• Convened 7 meetings.

• Amended policy.

• Published a booklet,

“Physical health and mind

health”,  for distribution to

employees.

• Updated the website.

• Published articles in

“Siam City Newsletter”.

• Organized program,

“Joining hands to

strengthen good

governance”.

For announcement on PA

system.  Monday and Friday, at

10.00 and 15.00 hours.

• Convened 4 meetings.

• Amended policy.

• Published a booklet,  “May

you enjoy your success”,

for distribution to employees.

• Updated the website.

• Published articles in “Siam

City Newsletter”.

• Organized program,

“Joining hands to

strengthen good

governance”.

For announcement on PA

system.  Everyday, at 10.00 and

15.00 hours.

The above measures are believed to bring about good governance, transparent management and efficient operations and lead to confidence in

the Bank.

To realize the objectives of good corporate governance, the Board of Directors has assigned to the Co-ordinating Committee on Good

Corporate Governance the tasks of translating the principles of good corporate governance into concrete action plans and programs.  The Committee

has promoted among the Bank’s employees a better understanding of the principles of good corporate governance and a better understanding of

their roles, duties and responsibilities.    The activities on the promotion of good corporate governance may be found in the following table.
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Type of Activities
Good Corporate Governance Activities

2003 2004 2005

Training programs on Good

Corporate Governance.

• Lecture to review good

corporate governance.

• Orientation for new

employees on good corporate

governance.

• Workshop on “Self-mastery:

Science of Happiness in

Life and Work”, by Pravech

Tantipiwattanasakul, MD,

to outstanding employees

in work and ethics.

• Lecture on

“Finding Happiness in

Life and Work”, by Pravech

Tantipiwattanasakul, MD,

to executives, department

managers, subsidiary

executives and employees

nationwide.  26 times.

• Dharmma talk on

“Dharmma Way Brings

Happiness, Not Suffering

in Work”, by Rev.

Buddha Issara, to

executives, employees and

customers.

• Lecture on

“Good Corporate

Governance”, by Rungroj

Rangsiyopas from Siam

Cement PLC,

to branch managers.

• Orientation for new

employees on good

corporate governance.

• Lecture on “Siam City Bank

Managers Change”,

by Terdsak Dejkong, MD,

from the Ministry of Public

Health to executives and

employees nationwide,

23 times.

• Lecture on

“Good Corporate

Governance”, by Rungroj

Rangsiyopas from Siam

Cement PLC, to directors,

executives, and regional

managers.

• Lecture on “Codes of

Conducts in Banking”,

by Manoon Sankunakorn

from Siam Cement PLC, to

executives, regional managers

and supervisors.

• Lecture on good corporate

governance to employees

nationwide.

• Orientation for new

employees on good

corporate governance.

• Lecture on “Codes of

Conduct in Business”,

by Noppakao Chaiyaburin, to

executives and employees in

eastern and northeastern

regions.

• Distributed audio tape on

“Good Corporate

Governance”, to employees

who did not attend

lecture.

• Distributed video tape on

“Good Corporate

Governance”, of Siam

Cement PLC in training

programs.
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_ • Programs to mark the

occasion of the 63rd

anniversary of

the Bank.

- Exhibition board.

- Awards to winners of

slogan contest.

- Awards to employees

who excelled in three

areas of good corporate

governance.

- Lecture on good

corporate governance

by Yuth Vorachattarn,

Advisor from

the Corporate

Governance Center,

Chalie Jantanayingyong

from the Securities

and Exchange

Commission, and

Rungroj Rungsiyopas

from Siam Cement PLC.

- Lecture on

“Codes on Conduct

in Work”

by Mrs. Supaporn

Janjamrern

from Siam Cement PLC

Training Center.

Type of Activities
Good Corporate Governance Activities

2003 2004 2005

Exhibition boards on the

occasion of the Bank’s

founding

• Programs to mark the

occasion of the 64th

anniversary of the Bank.

- Exhibition boards on good

corporate governance, 1

month duration.

- Lecture on

“Good Corporate

Governance for

Commercial Bank

Executives” to

department managers by

Yuth Vorachattarn,

Advisor from the

Corporate Governance

Center.

- Dharmma talk on

“Virtue and Ethics in

Work and a Life

worth Living”

by Rev. Pra Thepsophon.
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Type of Activities
Good Corporate Governance Activities

2003 2004 2005

Other programs

Assessment

Rating by TRIS

• Co-ordinating Committee on

Good Corporate Governance

proposed a slogan contest to

draw employee participation.

• Co-ordinating Committee on

Good Corporate Governance

proposed a survey to search

for employees who excelled in

three areas of good corporate

governance.

• Prepared the Bank for TRIS

rating.

• Conclusion of slogan contest.

The winning slogan reads:

Excellence in Service.

Fairness in Administration.

Transparency in Management.

Good Corporate Governance.

Siam City Bank.

• Co-ordinating Committee on

Good Corporate Governance

gave awards to employees

who excelled in three areas

of good corporate

governance.

• Conducted a survey on

Good Corporate Governance

and used the results to

fine tune the implementation

of good corporate governance

policy.

• Rating conducted by TRIS.

• Program “Quotes to

Advise and Remind”,

by printing quotes that

advise, encourage and remind

from various sources.

For distribution to executives

and employees.

• Conducted a survey on

Good Corporate Governance,

reported the results to the

Board of Directors for use in

policy change.

• Rating cancelled due to TRIS

reorganization.
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The campaigns to promote good corporate governance principles resulted in public recognition of the Bank’s achievement.  In 2004, the Bank

was rated by Thai Rating and Information Service Co. as having corporate governance rating of  “Good,” with a score of  7.50.  In 2005, the Bank was

chosen to be among the first 100 companies with outstanding performance in good corporate governance.  The rating by Institute of Directors was

conducted among 371 companies listed in the Stock Exchange of Thailand by the Thai Institute of Directors Association.  The rating examined five

aspects of good corporate governance, such as shareholders’ rights, equal treatment of the shareholders, rights of stakeholders, disclosure of

information, transparency and the Board of Directors’ responsibilities; the Bank received a score of 77, above the average score of 69.  The Bank has

also made it a commitment that the Board of Directors, the management and employees shall keep in mind good corporate governance principles in

the discharge of their duties.  The commitment is expressed in the slogan:

Excellence in Service. Fairness in Administration.
Transparency in management. Good Corporate Governance, Siam City Bank.

In 2006, the Bank shall continue to campaign for the promotion of good corporate governance by conducting training programs for employees,

with the objective of instilling in employees the necessity and importance of good corporate governance.  The Board of Directors has approved the

following programs of activities to promote good corporate governance throughout 2006.

No. Activity

1 Summary of activities for 2005 and plans for 2006.  Presented to the Board of Directors and the executives during January and

February 2006.

2 Dharmma lecture, “New Year blessing for the blessing of life,” by Buddhist nun Sansanee Sathiensut.  Presented to 498 executives

and employees on 12 January at Suan Mali Office and 13 January 2006 at Petchburi Office.

3 Lecture on promotion and incorporation of good corporate governance in daily work.  To be presented to executives and

employees during June-December 2006.

4 Bookmarks imprinted with codes of conduct for employees and commitments of the Bank are to be distributed to employees.

Bookmarks imprinted with good wishes and the Bank’s commitment are to be distributed to customers on the occasion of the

Bank’s 65th Anniversary during May 2006.

5 Book entitled, “May you be rich in happiness.”  To be distributed to customers and employees on the occasion of the Bank’s 65th

Anniversary during May 2006.

6 Coordinate the attendance in training programs in mental development for enlightenment and peace, organized by Buddhist

Youth Association of  Thailand for interested employees during February to December 2006.

7 Measurement of the understanding, attitudes and viewpoints of employees toward good corporate governance program during

March-June 2006.

8 Exhibition of good governance boards on the occasion of the Bank’s 65th Anniversary.  Duration: 1 month, on the 10th Floor of

headquarter building during May 2006.
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No. Activity

9 Discussion workshop on the operation/management under principles of ethics and transparency, suggestions on good corporate

governance principles and exchange of views with experts on corporate governance.  On the occasion of the Bank’s 65th

anniversary on 24 May 2006.

10 Dharmma lecture to promote favorable attitudes, and positive thinking for employees at Petchburi Office and Suan Mali Office on

24 May 2006.

11 Home page - “Know thy mind,” to disseminate knowledge, news, activities and ideas to promote good corporate governance.  Bank

executives and employees

12 Information on the Bank’s website to disseminate knowledge, news, and activities on good corporate governance to customers and

shareholders.

Shareholders’ Rights and Equality

Respecting the rights and equality of all shareholders, whether they be institutional or individual, large or small investors, and residing in or

outside of Thailand, the Bank has specified a guideline on the rights and equality of shareholders to be as follows:

1) The Bank discloses and disseminates information necessary for the shareholders’ decision, via the Stock Exchange of Thailand and its

websites;

2) Letters to the shareholders and documents attached to the letters are available on the Bank’s website, so that the shareholders shall have

more time to consider the issues to be tabled at the shareholders’ meeting.  This is in addition to the regular mail delivery of the letters

and meeting documents and the three days of notices in the newspapers.

3) The Bank provides convenience equally to all shareholders present at the meeting.  Registration opens two hours before the meeting;

shareholders who arrive late are allowed to attend the meeting; shareholders enjoy equal opportunity in expressing their opinions,

suggestions, and questions.  The Board of Directors allows sufficient time for deliberation and answers all questions.  The minutes of the

meetings are recorded accurately and in details.

4) Measures are implemented to prevent the directors, executives and employees of the Bank from using inside information for their own

benefits in securities trading, to prevent the violation of the Securities and Exchange Act of B.E. 2535 and to promote ethical conducts.

Other Stakeholders’ Rights

The Bank recognizes the rights of all stakeholders:  shareholders who are owners of the Bank; the Board of Directors who supervises the

Bank’s policies; employees who implement the policies; business partners who support it businesses; customers who use the Bank’s products and

services;  and the communities that are directly or indirectly affected by the Bank’s operations.  The Bank’s good corporate governance policy specifies

the guidelines for the Bank’s directors, management and employees to follow in the course of their work.

Customers: All customers shall be entitled to an equal treatment in the provision of accurate, complete and useful information on a regular

basis, the protection of their interests, the non-disclosure of their data for personal gains, and the provision of quality service for their satisfaction.
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Employees: All employees shall be entitled to an appropriate level of compensation and benefits, a healthy office and work environment, a

continuous program for promotion and development of their knowledge and ability, a fair and encouraging opportunity for career progress, and a due

consideration and implementation of their suggestions.   In 2005, the Bank engaged a consultant in human resource management to draw up a master

plan for the efficient management of the Bank’s human resources, that dovetails with the Bank’s business plans.

Other Commercial Banks: The Bank shall compete with other commercial banks under rules and regulations of regulatory agencies,

promote activities that create a better understanding among banks, cooperate in disclosure of non-confidential data, and participate in reduction of

costs and expenses in the commercial bank system and larger economic system.

Society: The Bank has continuously participated in several social and charitable contribution projects.  In 2005, the Bank supported and

promoted programs organized by several foundations and associations.  For example, the Bank made contributions to the people who suffered losses

in the tsunami disaster in the south through the Thai Bankers Association and Rajprachanukroh Foundation.  The Chairman of the Board and the

Bank’s executives visited and donated money to the people who lost their homes in the tsunami disaster and resided in several relief centers.

The Bank supported the ordainment of Buddhist novices, the construction of basket ball courts at schools in various parts of the country, and the

educational project to produce volunteers to work in the provinces under the  “Return profit to the countryside” program. Contributions were made

toward the activities of several associations, such as Women Personality Promotion Association to help indigent women and children and to provide

educational grants to children in schools in the countryside, and the Blind Women Association in their project to improve quality of life.  Contributions

were also made to purchase books for the prison libraries and to reforestation projects.  The total budget in charitable contribution and social

activities amounted to Baht 7,417,250.

Shareholders’ Meetings

The Bank recognizes the importance of shareholders’ meetings.  The Board of Directors carefully considers the agenda and offers its opinion

on each item on the agenda.  Documents used in the meeting, such as, letter of invitation and proxy, are delivered to shareholders within the time

specified by laws to allow the shareholders sufficient time to consider the agenda.  Minutes of the meeting are prepared accurately and completely, and

are open for examination.  Venue of the shareholders’ meeting is convenient and large enough to accommodate attending shareholders.  Registration

of attending shareholders opens two hours prior to the meeting.

During the meeting, the Board of Directors provides opportunities for shareholders to ask questions and express their opinions and members

of the Board participate in responding to shareholders’ questions and had also recorded both questions and answers in the minutes of the

meeting.

Leadership and Vision

The Board of Directors consists of individuals from various professions who are knowledgeable, capable, skilled and experienced in their fields

of endeavor and contribute to the efficient operations of the Bank.  The directors play an important role in formulating the Bank’s vision, cooperating

with the Bank’s executives in formulating the Bank’s short- and long-term policies, strategies, directions, objectives and annual budgets.  There are

mechanisms to monitor the performance in accordance with the formulated plans, Key Performance Indicators (KPI) to measure efficiency and

effectiveness, systems to control and audit internal operations, and measures to manage risks.
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Conflict of Interests

The Board of Directors exercises due care on issues concerning conflict of interests by specifying in writing the policy and procedure for the

approval of items of related interests.  The Board of Directors also specifies policy and procedure against executives’ use of internal data for personal

gains are as follows:

• The Board of Directors is informed of items of conflict of interest or items of related interests, and carefully considers the issue.  The

treatment of these items on pricing and conditions complies with the Stock Exchange of Thailand’s regulations and is on an arm’s length

basis.  Items of related interests are reported in the Annual Report and Form 56-1.

• When the agenda of the Board of Directors’ meeting calls for a discussion of an item of related interest, the director who is involved in

related interest item leaves the meeting room to allow a free discussion of the issue.

• The Bank monitors use of internal data by requiring its executives to report changes in their securities holding to the Compliance Unit,

Securities and Exchange Commission as required by Securities and Exchange Act of B.E. 2535, and by prohibiting its executives or

departments in possession of internal data to disclose such data to outsiders or unauthorized persons.

Business Ethics

The Bank adheres to principles of transparency and fairness as basic ethics in its business operations.  The Bank has published a Codes of Ethics

Manual which consists of two parts which are the Bank’s Code of Ethics and Employee Code of Ethics for distribution to its directors, executives and

employees.  All employees of the Bank have been informed of the policy of good corporate governance and business ethics in training programs

organized specially for the purpose.  During the past 3 years, the Bank has actively and continuously campaigned to promote good corporate

governance.  Details of various activities are found on page 64-67 under Corporate Governance.

The Bank’s Code of Ethics

The Bank adheres to the principles of responsible and honest business operations under the framework of law, objectives, Articles of

Association, and resolutions of the shareholders’ meeting.  The following are the Bank Code of Ethics:

1. Ethical conduct toward shareholders

1.1 Treat shareholders equitably in the disclosure of information that is complete, sufficient, fair and transparent and determine clearly

their voting rights.

1.2 Carry out duties in the most efficient manner to achieve growth and yield suitable return to the shareholders.

1.3 Provide convenience to the shareholders at meetings and treat all shareholders equitably.

1.4 Encourage an equal opportunity for the shareholders’ expression of opinion and questioning.  Give importance to the shareholders’

suggestions and implement their suggestions.

2. Ethical conduct toward customers

2.1 Treat all customers fairly.

2.2 Provide accurate, complete and useful information to the customers regularly.

2.3 Protect customers’ interests.

2.4 Innovate and provide quality service to achieve customer satisfaction.
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3. Ethical conduct toward employees

3.1 Provide compensation commensurate with duties, performance and responsibility.

3.2 Provide appropriate benefits.

3.3 Provide healthful work environment and conditions.

3.4 Encourage development of employees’ knowledge and ability.

3.5 Treat employees with fairness and encourage career progress.

3.6 Place importance on useful suggestions.

4. Ethical conduct toward other banks

4.1 Compete with other banks fairly.

4.2 Cooperate in disclosing non-confidential information to prevent any damages that may occur to the commercial banking system.

4.3 Encourage activities that promote better mutual understanding.

4.4 Cooperate in the cost and expenses reduction in the banking and larger economic systems.

5. Ethical conduct toward society

5.1 Neither cooperate in nor support illegal businesses, or businesses that may jeopardize the society or national security.

5.2 Cooperate in and support government’s policies and promote and support social activities.

5.3 Be responsible to the local communities where the Bank’s branches are located by supporting loans in local communities that are in

line with the country’s economic development plan.

5.4 Preserve and promote arts and culture.

Employees Code of Ethics

The Bank recognizes the importance of ethics in the conduct of banking business and prescribes the following codes of ethics for its

employees.

1. Ethical conduct toward the Bank

1.1 Develop and maintain pride in the Bank.

1.2 Create and maintain the Bank’s good image.

1.3 Follow rules, regulations and good practices of the Bank.

1.4 Have a positive attitude and loyalty toward the Bank.  Do not disclose any information that would cause damages to the Bank

1.5 Use the Banks’ property to create maximum benefit to the Bank and to maintain the Bank’s property in good condition.

1.6 Seek neither direct nor indirect benefits for self or others by disclosing confidential information and technology.

1.7 Maintain good relationship with regulatory agencies by cooperating fully and being ready to cooperate so that the regulatory

agencies would have a transparent picture of the Bank’s operations.

1.8 Refrain from any activities that would aid any political party or any activities that would create an understanding that the Bank favors

a particular political party.
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2. Ethical conduct toward customers

2.1 Serve customers using polite words and manners, and refrain from exhibiting any manners that would cause customer’s

dissatisfaction and embarrassment.

2.2 Protect customers’ interests and give advice that benefits the customers.

2.3 Obtain information about the customers to build good relationships and deliver good service.

2.4 Provide customers with prompt, courteous and fair assistance.

2.5 Keep customers’ information and secrets, except in cases where

- the customers agree to the disclosure in writing;

- the disclosure is required by law; and

- the Bank is required to disclose as per regulatory agencies’ order.

2.6 Help raise the Bank service standards toward international level to satisfy customers.

2.7 Secure new customers for long-term relationship with conditions that are fair, correct and transparent.

2.8 Perform duties with honesty to build up trust in the Bank

2.9 Do not demand, receive or agree to receive cash, gifts or other benefits from customers or any persons doing business with the

Bank, that may compromise the business conditions.

2.10 Do not receive cash, valuable gifts or solicit gifts of unusually high values from customers or persons doing business with the Bank.

2.11 Avoid activities that may create conflict with customers’ interests.  Should any conflict of interest arise, the employees shall make

sure that the customers are treated fairly.

3. Ethical conduct toward co-workers

3.1 Create and promote cooperation among workers, and help each other for the benefits of the Bank.

3.2 Supervisors shall behave in an exemplary manner and be kind to subordinates.  The subordinates shall refrain from action that

indicates insubordination.

3.3 Treat co-workers in a responsible manner and do not behave in any way that would disrupt the work environment

3.4 Counsel and train co-workers.

3.5 Do not discuss co-workers’ personal matters or information.

3.6 Supervisors would not accept gift and valuables from the subordinates.

3.7 Supervisors should be fair in their supervision, listen to problems and opinions and give sincere and reasonable advice.

4. Ethical conduct toward self

4.1 Perform duties with diligence, patience, sacrifice and innovation.  Also strive to be knowledgeable in job functions and businesses.

4.2 Follow rules, regulations and good practices.  Discharge duties with honesty.

4.3 Neither intend to conceal nor commit any illegal acts.

4.4 Refrain from all kinds of gambling.

4.5 Refrain from using the Bank’s property, equipment and time for personal gains.

4.6 Refrain from engaging in activities or investing in projects in conflict with the Bank’s interests.
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5. Ethical conduct toward society

5.1 Maintain good social reputation.

5.2 Participate in social contribution, both inside and outside the Bank.

5.3 Neither cooperate in nor support activities dangerous to the society and the environment.

5.4 Participate in the Bank’s social activities and help in the activities of the organizations that engage in charitable, social, education and

cultural activities.

5.5 Be a good citizen and a friend of the community where the Bank’s branch is located.

Check and Balance of Non-Executive Directors

Among the 10 Bank’s directors, only one is a full-time executive, namely the President and six are independent directors, more than half of the

total number of directors.  The Bank has allowed the independent directors to specify their own qualifications, subject to the Board of Directors’

approval.  (The approved qualifications may be found on Page 48).  It is believed that the independent directors are truly independent and do not allow

any person to exercise influence over their decisions.

Combination or separation of positions

The Bank specifies roles, power, duties and responsibilities of the Chairman of the Board and the President along the principle of separating

supervisory duties from operational functions, thereby preventing any one person from assuming unlimited power.  While the Chairman of the Board

also serves as the Chairman of the Executive Board, the Chairman does not function as the President.  The President is not an agent of any one

major shareholder or group of shareholders.  The President has been chosen through selection process that has been approved by the Board of

Directors.

Compensation for Directors and Executives

Nomination and Remuneration Committee determines the policies and criteria for the compensation of the directors and the President for

the approval of the Board of Directors.  The President is responsible for the compensation of top executives, such as first senior executive vice

presidents and senior executive vice presidents, taking into consideration each individual performance.  To comply with the regulations issued by the

Bank of Thailand and good corporate governance requirements, the President submits the top executives’ compensation packages for the

Committee’s concurrence.

Directors’ Meetings

The Board of Directors attaches importance to the directors’ participation in its meetings.  At the meetings, directors are expected to be

informed, to consider and take part in decisions concerning the Bank’s policies on its operations, review and audit.  The Board of Directors lay down

the policies for the management to implement for the growth and development of the Bank while taking into consideration the principles of good

corporate governance.  The meeting also serves as the venue to monitor the management’s progress in the performance of their duties.  Each Board

meeting lasts approximately 3 hours and allows the directors sufficient time to carefully consider the items on the agenda.

The Bank convenes the Board of Directors meeting once every month.  The agenda of the meeting specifies separately issues for information

and issues for consideration, and follow-ups are made on the issues carried over from the previous meeting.  Documents for the meeting are

complete and delivered to the directors before the meeting.  During the meeting, a director who is involved in matter of related interest leaves the
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meeting room to allow a free discussion of the issue.  Minutes of the meetings are recorded in details and securely kept by an employee assigned

specially for this task.

In 2005, the Board of Directors convened 16 ordinary meetings, and 3 extraordinary meetings.  The attendance record of directors is as

follows:

Name Ordinary Extraordinary Total

1. Mr. Sompol Kiatphaibool 16 3 19/19

2. Mr. Somkiat Sukdheva 16 3 19/19

3. Mrs. Tasna Rajatabhoti 16 3 19/19

4. Assoc.Prof.Dr. Somjai Phagaphasvivat 14 1 15/19

5. Mr. Chavalit Sethameteekul 16 1 17/19

6. Dr. Sathit Limpongpun 5 2 7/9

7. Assoc.Prof.Dr. Suchart Thada-Thamrongvech 14 2 16/19

8. Mr. Khemchai Chutiwongse 16 1 17/19

9. Dr. Suvit Maesincee 13 1 14/19

10. Mr.  Arun Chirachavala 16 3 19/19

Note:  Dr. Sathit Limpongpun joined the Board on 26 May 2005.

Sub-Committees

• The Audit Committee convened 13 meetings in 2005.  The committee members who attended the meetings were:

- Mr. Somkiat Sukdheva, Chairman, attended 13/13 meetings;

- Assoc.Prof.Dr. Somjai Phagaphasvivat, member, attended 12/13 meetings;

- Assoc.Prof.Dr. Suchart Thada-Thamrongvech, member, attended 11/13 meetings.

The Audit Committee’s opinion The committee believed that the members has exercised care in considering the matters submitted by

the management.  The committee spent sufficient time in their consideration and took into consideration the Bank’s interests.  The secretary to the

committee prepared the agendas of the meetings, supplied complete documents for the meetings and recorded the resolutions of the committee.

The minutes clearly recorded the committee’s resolutions and allowed the departments involved to implement the committee’s resolutions.

• The Board of Executives Directors convened 46 meetings.  The Board members who attended the meetings were:

- Mr. Sompol Kiatphaibool, Chairman, attended 46/46 meetings;

- Mrs. Tasna Rajatabhoti, member, attended 28/28 meetings;

- Mr. Arun Chirachavala, member, attended 46/46 meetings.

Note: Dr. Suvit Maesincee resigned from the Board of Executive Director on 25 May 2005 and the Board of Directors appointed Mrs. Tasna

Rajatabhoti as replacement.

- Dr. Suvit Maesincee attended 18/18 meetings.
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The Board of Executive Directors’ opinion The Board believed that all members exercised care in the consideration of the matters

submitted by the management.  The committee spent sufficient time in their consideration and took into consideration the Bank’s interests.  The

secretary to the committee prepared the agendas of the meetings, supplied complete documents for the meetings and recorded the resolutions of

the committee.  The minutes clearly recorded the committee’s resolutions and allowed the departments involved to implement the Board’s

resolutions.

• The Risk Management Committee convened 12 meetings in 2005.  The committee members who attended the meetings were:

- Mr.  Arun Chirachavala, Chairman, attended 12/12 meetings;

- Mr. Suthipong Ittipong,  Vice Chairman, attended 10/11 meetings;

- Mr. Enghug Nontikarn, member,  attended 9/12 meetings;

- Mr. Prachak Udomsilp, member,  attended 10/12 meetings;

-  Mrs.  Jaree Wuthisanti, member, attended 10/12 meetings;

- Mr. Pongsak Harnsongkitpong, member, attended 8/12 meetings;

- Mrs. Wilai Wadwongtham, member, attended 9/11 meetings;

- Miss Kanoksri Rojmeta, member, attended 8/12 meetings;

- Mr. Cherd Suppana, member, attended 9/12 meetings;

- Mr.  Vichit Sangthongsathit, secretary, attended 12/12 meetings.

Opinion of the Risk Management Committee  The committee consisted of executive vice presidents from various operation lines, such

as lending, branch network, human resource and support, audit, information and system development.  Each executive attended the meetings,

considered the issues and offered opinions and suggestions to reduce operation problems and increase work efficiency.  The committee’s resolutions

were duly recorded and distributed to the departments involved for implementation.

• Nomination and Remuneration Committee convened 6 meetings in 2005.  The committee members who attended the meetings were:

- Mr. Sompol Kiatphaibool, Chairman, attended 1/1 meeting.  Mr. Sompol resigned from the chairmanship on 26 January 2005 to

comply with the Bank of Thailand auditors’ observation that the Chairman of the Nomination and Remuneration Committee

should be an independent director.

- Mr.  Visut Montriwat, Chairman, attended 2/2 meetings.  Mr.  Visut resigned from the chairmanship on 25 May 2005.

- Mr. Khemchai Chutiwongse, Chairman, attended 3/3 meetings.  Mr. Khemchai assumed the chairmanship on 25 May 2005.

- Mrs. Tasna Rajatabhoti, member, attended 6/6 meetings.

- Mr. Chavalit Sethameteekul, member, attended 2/2 meetings.  Mr. Chavalit joined the committee on 25 May 2005.

Opinion of the Nomination and Remuneration Committee The Board of Directors delegated to the committee the duties and

responsibilities to consider the tenure of the directors whose terms expired, the search for new directors, the review of criteria and compensation

for various committees, and the performance evaluation of and compensation for top executives.  The committee considered the issues with care and

took into consideration the interests of various stakeholders under principles of transparency, fairness, accountability to all parties concerned.

Control and Internal Audit System

The Bank has instituted an efficient internal control system and has monitored and controlled operations in compliance with rules, regulation,

directives of the government agencies concerned, by setting up Audit Committee, Co-ordinating Committee on Good Corporate Governance and

internal audit departments.
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The Board of Directors’ Report

The Bank attaches great importance to its internal control system.  Such system has been implemented in accordance with the internal control

guideline laid down by the Committee of Sponsoring Organization of the Treadway Commission (COSO).  The Board of Directors and the Bank

executives are responsible for creating and maintaining the internal control systems and regularly reviewing their efficiency to prevent any risks.  The

control measures also prevent any executives from using the Bank’s or its subsidiaries’ assets without authority or permission.  The internal audit

functions are under the Audit Committee’s supervision and are independent of the management.  The audit regime covers departments in the

head office, branches, and IT systems and the audit work is evaluated by the external audit annually in accordance with the Bank of Thailand

requirements.

The Bank has also instituted a risk management system that measures 5 risk areas, namely strategic risk, credit risk, market risk, liquidity risk

and operational risk, under the supervision of the Risk Management Committee and risk management departments.  The risk evaluation reports are

submitted to the Audit Committee and the Board of Director on a quarterly and annual basis.  All functional departments are also required to

perform self-assessment every six months.

The details of internal control and audit are found below.

The Bank has organized a clear line of authority and responsibilities of various departments.  Policies, objectives, plans, budgets, operating

procedures and authority of executives at all levels have been determined to facilitate flexibility in the Bank’s management.  In addition, management

of all departments is under close supervision of the high-ranking executives in charge of particular areas, such as Risk Management Department,

Credit Review Department, Information Technology Security Department, Compliance Department, Internal Audit Departments as well as the Audit

Committee.  As for its subsidiaries, the Bank has seconded its executives to serve as directors to take part in the determination of policy, objectives,

plans and budgets as well as to ensure that management of the subsidiaries is in line with rules and regulations of the companies, and that conflicts of

interest in the subsidiaries are avoided.  The Bank’s Headquarters Audit and Information Technology Audit departments also audit the subsidiaries

once a year and report audit result to Audit Committee.

Audit Committee reports results of internal audit of the Bank and subsidiaries to the Board of Director every quarter.  If any significant

weaknesses or deficiencies are found the Board of Directors requires the management to follow up on the corrections and report the results to the

Board.  The Audit Committee has not found that the executives used the Bank’s or subsidiaries’ assets without authority or permission.

Investor Relations

The Bank recognized the importance of equitable dissemination of accurate, complete and transparent information to shareholders, investors

and all concerned to enable them to make sound investment decisions.  The information dissemination has been made through media of the Stock

Exchange of Thailand, Securities and Exchange Commission, and the Bank’s website.  Investor Relations division carries out the tasks of

communicating with and disclosing information to shareholders, investors, analysts and the general public.  In 2005, the Bank organized 181 company

visits and analyst meetings between the Bank’s executives, investors and analysts.

Investors may obtain information about the Bank at Tel. 0-2253-1246, or at website www.scib.co.th or e-mail address: angkana_swa@scib.co.th.

Related Transactions

Details of related transactions may be found in Notes to the Bank’s Financial Statements.



Risk Management and
Risk Factors

Commercial banks face a variety of risks that adversely affect their business operations.  These risks, from

within and outside the country, arise from changes in the economic and financial conditions, interest rates as well as

the competitive environment.  The Bank recognizes the importance of risk management and has established a risk

management structure so that policy, control and audit of risk management can be efficiently planned and

implemented.

• Board of Directors determines the overall policies and principles of risk management, and defines

the scope of efficient and suitable implementation.

• Audit Committee reviews internal audit and operations to ensure that regulations and orders on

risk management are followed.

• Risk Management Committee formulates risk management strategies and monitors the Bank’s

risk management implementation within the policies laid down by the Bank’s Board of Directors.

• Assets and Liabilities Management Committee formulates strategies and operational guidelines

on management of liquidity, interest rate and foreign exchange risks.

• Risk Management Group reviews, monitors and ensures efficient risk management to prevent

damages to the Bank’s business operations.  This group is independent of the marketing and business

groups and reports directly to the President.  The group consists of:

- Credit Risk Management Department reviews and recommends improvement of credit

policies and regulations, credit granting authority structure and credit risk management; develops

methods and tools for risk evaluation, and procedures for the audit, report and monitor of risks;

reviews and expresses opinion on the risk of loan applications prior to submission for consideration

by the executives or the credit committee.

- Risk Management Department controls marketing, liquidity, investment and operational risks

in accordance with the strategies/guidelines issued by the Risk Management Committee and

the Assets and Liabilities Management Committee; develops risk evaluation tools and procedures

for the monitoring and reporting of efficient risk control and management.

- Credit Review Department ensures that loan quality and loan approval procedures as

prescribed by the Bank are met.
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Risk Management and Individual Risk Factors
Credit Risk Management

Credit risk involves the debtor’s failure to repay or to comply with the conditions and requirements of the loan contracts, due to the

debtor’s own financial problems, adverse changes in the economic and business conditions, management mistakes or the debtor’s refusal to honor the

loan conditions.  To guard against such risk, the Bank has established the policy of extending loans to all business and industrial sectors that offer

potential for growth and are important to economic development of the country.  The extension of new loans shall be made with caution and careful

consideration, with growth potential and the debtor’s ability to repay as important criteria.

The Bank has rationalized its organizational structure, loan consideration procedure and loan approval structure by channeling more loan

applications to loan committees so that loan review and consideration will be conducted with care.  Loan sub-committees have been appointed at the

branch and regional levels.  Tools to evaluate and manage risks, such as credit rating of business loans and consumer loans, have been developed for use.

The development of these tools followed the recommendation by the international risk management consultant, with the purpose of bringing the

Bank’s risk management up to international standards.  To further reduce risk, loan officers are required to secure credit information from the Credit

Bureau in considering loan applications, whether they be new loans or additional credit lines for existing customers.  Credit risks consist of:

Loan Concentration Risk

In expanding its lending business, the Bank has a policy of extending loans to various groups of customers, especially medium, small and retail

customers with growth potential, to expand its customer base and reduce loan concentration among large customers.  The Bank has established four

departments - one specializing in medium size customers, two for small size customers and one for retail customers to promote loans extension to

these target groups.  The Bank also has the policy of spreading risks among different business sectors to minimize risk of loan concentration in any one

particular industrial sector.  A risk evaluation of the overall loan portfolio is performed by analysis of loan concentration in any particular business

sector, to reduce risks that may arise from the changes in the external environment beyond the Bank’s control.  The Risk Management Committee is

informed of any concentration of loans in any particular business sector.  A simulation of adverse conditions is made to test the sufficiency of the

Bank’s capital fund by using economic condition data and business trends as variables in determining concentration limits.  The Credit Committee uses

this simulation in its loan consideration process.

Risk from Failure to Meet Loan Target

A bank’s ability to expand its loan portfolio is a direct function of the general economic conditions, the investment climate, the competition

among commercial banks and the customers’ ability to raise funds directly in the money market.  Thus, the Bank is exposed to the risk of facing

prepayments from its loan customers, thereby reducing its ability to reach loan target.  Although the prepayment fee is income, the failure to reach

loan target has greater implication on its financial position and profit.

In 2005, the Bank was able to extend loans in the amount of Baht 229,645 million (exclusive of the Sukhumvit AMC Notes), or Baht 18,509

million over 2004.  The Bank maintained a low level of non-performing loans to total loans ratio.
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Risk from Decline of Interest Income

Strong competition for new loans, risk of present customers switching to other banks, and the possibility of customers raising funds in money

market by issuing debt instruments, all combine to force the Bank to offer competitively low interest rates on loans.  At the same time, preparation

for the Basel II requirements and competition for deposits have increased the Bank’s funding costs.  The possibility of reduced spread has a direct

adverse impact on the Bank’s profitability.

However, the Bank has the policy of maintaining interest rate levels by taking into consideration customers’ credit risk and the Bank’s funding

costs, and maintaining bad debts at a low level.  The Bank has also implemented the strategy of increasing fee income to compensate the decline in

interest income.

Operational Risks after Loan Approval

After a loan has been approved, the Bank requires the loan officer and the loan department to monitor the customer’s compliance with terms

of the contract, and review the customer’s status at least once a year or as soon as there is any significant change in the loan conditions.  The Bank also

requires a review of the price and liquidity of the collateral within a specific period of time.  If the review finds the collateral to depreciate in value such

that the value is no longer sufficient to cover the loan, the Bank will set aside a reserve for doubtful debts, require the customer to provide additional

collateral, or reduce the customer’s credit line.

The Bank’s Credit Review Department has performed its review of loan quality and compliance with lending procedure, and reported such

review to the Bank’s executives and the Bank of  Thailand.  The Bank also has a system of aging loans that supports loan review and serves as a

warning signal to facilitate timely prevention and solution of problem loans.

Risk from Increase of NPLs

Non-performing loans (NPLs) are a major problem that adversely affects income and capital adequacy of financial institutions.  Though the

Bank has the lowest level of NPL among Thai commercial banks, it is aware of this ever-present danger and has attempted to forestall NPL increase

by implementing strict policy and procedures in granting loans.  Loan requests of Baht 50 million or more have to be risk-analyzed by Credit Risk

Management Department.  After a loan has been approved, loan officer and loan review officer consider the business trend and the probability that

each loan will become an NPL.  For the existing NPLs, the Bank has established a Sub-committee on Loan Restructuring to follow up on loan

restructuring.  The authority of the executives involved in loan restructuring, from Executive Vice President to Assistant Vice President, has been

revised to empower them to approve loan restructuring within their authority and restructuring conditions.  The important feature of the

restructuring efforts has been the analysis of each customer’s cash flow report and the repayment capability.  The objective of loan restructuring is to

help customers to recover and maintain their businesses and not to become NPL again.

Risk from Restructured Loans becoming NPL

NPLs that have been restructured may become NPLs again.  This is due to the fact that during the early period of restructuring, conditions on

repayment and interests are flexible in that the interest rates are lower than normal rates and principal payment is not required. Thus, the Bank is

exposed to this risk once the restructuring conditions are adjusted to normal loan conditions. However,  for the majority of the restructured loans

the Bank adjusts repayment conditions and sets aside a reserve for each restructured loan above the level required by the Bank of Thailand.  The

amount of reserve is established by estimation the possible loss that may accrue from the customer’s inability to perform in accordance with the

loan restructuring conditions to prevent any impact on the Bank’s financial position.
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Risk from Guarantees

Bill of payment guarantee, loan guarantee, letter of credit, aval and other forms of guarantee are another source of risks.  The Bank may be

required to make cash payments on behalf of the customers who could not comply with the guarantee conditions.  The Bank attempts to reduce and

prevent realization of contingent liabilities by thoroughly examining the customers’ credit history, requiring additional collateral as well as applying the

criteria for loan consideration to guarantee applications.

Market Risk Management

Market risk is caused by changes in market factors, such as interest rates, exchange rates and security prices, and affects the Bank’s income,

assets values and financial liabilities.  The Bank has a policy of managing market risk to an acceptable level in accordance with the Bank of Thailand’s

guideline for market risk management, so that the Bank could conduct its business efficiently and achieve a targeted return.

In 2005, the Bank revised its Market Risk and Liquidity Risk Policy in line with the Bank of  Thailand’s new regulations on interest rate risk and

adjusted this policy to meet the changing market conditions.  Market risk management consists of:

Interest Rate Risk

Interest rate risk arises out of the differences in the interest rate structures and the mismatches between the assets, liabilities and equity

structures of the Bank.  The Bank has a policy to control adverse impact from interest rate changes to within an acceptable level under the close

supervision of the Assets and Liabilities Management Committee.  Evaluation of the interest rate change risk is made by analyzing the impact of

interest rate differences on the assets and liabilities of the Bank (Repricing Gap Analysis), as well as the impact of interest rate changes on the

Bank’s operations and assets (Sensitivity Analysis) within the next 12 months.

Foreign Exchange Risk

Exchange rate fluctuation is another risk that may adversely impact the Bank’s operations or financial position.  The Bank has therefore

determined the scope of its exchange and derivative businesses.  The main purposes are to provide services to customers, and to reduce their

exchange rate risk.  The Bank also engages in financial derivative transactions to manage its exchange and interest rate risks; these transactions are

backed by customers’ transactions and are performed to reduce risk, and not for speculation purpose.

Market Risk in Trading Activities

In trading debt and equity instruments, the Securities Management Department and Treasury Department manage risk within the guideline

specified by the Assets and Liabilities Management Committee.  Various risk limits, such as exposure limit, individual limit, stop loss limit, modified

duration limit and VaR limit have been introduced to keep trading activities risks at acceptable level.

The Bank also performed a stress test of trading risks in debt instruments, equity instruments, trading transactions, assets and liabilities

management transactions.  Past market data were used to evaluate the possible impact of sudden changes in market conditions and to test the

Bank’s readiness.
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Liquidity Risk Management

Liquidity risk involves the Bank’s inability to meet its financial obligations upon maturity due to its inability to obtain sufficient cash, or to

liquidate assets at reasonable prices.  Recognizing the possible damage of such risk, the Bank has appointed a Committee on Financial Policy and

Liquidity Management (Money Desk) to keep a close watch on the financial and liquidity management of the Bank within the risk management

guideline specified by the Assets and Liabilities Management Committee.  The Treasury Department manages daily liquidity by considering the daily

cash demand, the liquidity above the mandatory liquidity reserve of 6%  required by the Bank of Thailand, the structure of deposits and withdrawals,

customers’ behavior, competitive position, economic conditions within and outside the country, and the expected return to the Bank.  It also

considers the maximum cumulative outflow during normal condition and during crisis by comparing the Bank’s cash position, the credit lines granted

but unused at other banks, and the reserve level.  It also prepares a contingency plan in the case of the Bank running into a liquidity problem situation.

The Risk Management Department estimates the cash flow by considering the daily demand for cash, demand for cash within 12 month and within 5

year, including cash need projection based on assumptions of emergency and customers’ behavior to plan cash management, liquidity position and

reserve position for a monthly presentation to the Assets and Liabilities Management Committee.

Operational Risk Management

Operational risk refers to the possible damage the Bank may sustain as a result of the lack of efficient supervision and control in the

management of work processes, operations systems and information technology systems, or the result of external factors beyond the Bank’s control.

The Bank is aware of the importance of operational risk management and has developed a system to manage operational risks.  The Bank has

implemented the policy of bringing operational risks management and control up to international standards and in line with good governance

principle.  A department has been set up to be in charge of operational risks management at both policy and operational levels.    An IT system has

been developed to include any data loss in the calculation of minimum capital fund in line with the requirements of Basel II.  Each business unit is

required to follow the Risk Self Assessment method in evaluating its operational risks periodically.  In addition, there is a management structure to

facilitate the operational risk management, such as clear separation of responsibilities, check and balance of power, in accordance with the principles

of good internal audit.  The Compliance and Audit Group, an important mechanism to help control and prevent any possible damages, is independent

and reports directly to the Audit Committee.


